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Abstract

he advent of the Internet and the digitization of music has resulted in a 
multitude of new challenges and opportunities for the recording industry. 
So far, sales of digital downloadable music have not compensated for the 

decrease in CD sales throughout the twentyfirst century. To attract new customers 
and successfully compete with file-sharing networks, commercial online music 
services need to meet customer expectations by delivering what they value. There-
fore, to increase the understanding of prospective customers, the purpose of this 
thesis was to explore and describe customer value and target groups within the 
online music market. Data were collected through a survey of Swedish consumers 
between 16 and 60 years old.

Customer-perceived value of downloadable music, in terms of expected value for 
money, was found to be quite low. Value could, however, be increased by im-
proving the most important benefits. In addition to fundamental functions, such as 
ease of use and search, a large music catalogue, and good sound quality, flexibility 
in use is essential. This involves ensuring transferability, compatibility, possibility to 
duplicate files, and opportunity to sample. The high level of desired flexibility sug-
gests that digital rights management (DRM) restrictions decrease value by making 
it difficult for consumers to use the product freely. Furthermore, perceived value 
could be enhanced by decreasing privacy risk, such as concerns about paying with 
credit card online, and, most importantly, lowering prices. Consumers, on average, 
thought that a downloadable song should cost 5–6 SEK, i.e. about half of the cur-
rent price. However, providing better value in terms of the proposed benefits, 
combined with lower risk, would improve consumers’ willingness to pay.  

The study also found that current potential target customers of online music ser-
vices are between the ages of 25 and 45, have a higher-than-average interest in 
music, low concerns about risk, and are experienced users of the Internet and digi-
tal music overall. Clearly, use of file-sharing networks and commercial online mu-
sic services is not mutually exclusive. In fact, P2P users in the study were generally 
more likely than P2P non-users to be customers of commercial services. Moreover, 
increased customer value of pay-per-download services is more likely to result in 
higher usage intentions among consumers with current Internet music download 
experience. An important challenge for commercial online music services, there-
fore, is not only to attract more file sharers, but also to retain occasional customers 
by increasing the perceived value. 
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Chapter One 
Introduction

This chapter introduces the subject area of this thesis: online music. A background to the 
online music and file sharing phenomena is presented, followed by an overview of recent de-
velopments, opportunities, and challenges for commercial online music services. A problem 
area discussion and a research purpose follow. The chapter closes with a brief overview of the 
contents of the thesis. 

1.1 DIGITIZATION, THE INTERNET, AND THE RECORDING 

INDUSTRY

ith the advent of information technology and the Internet, the end of 
the twentieth century saw remarkable changes in the way business is 
conducted in most industries — some more than others. The recording 

industry is a salient example (cf. Wilde & Schwerzmann, 2004). While the re-
cording industry throughout its history has been adjusting to, and often benefiting 
from, new formats and technology (Power & Jansson, 2004; Wunsch-Vincent & 
Vickery, 2005), the impact of digitization1 and the Internet combined represents a 
more profound change (Marathe, 2001). The development brought about by dig-
itization and the Internet is the most recent of three shifts of such dignity that some 
researchers call them paradigmatic2. Potentially, it is more radical than the previous 
two (Tschmuck, 2003).

The first shift came with the advent of commercial radio broadcasting in the early 
1920s; the second began with the aesthetic revolution of rock ‘n’ roll in the 1950s. 
The third shift, which we are currently witnessing, resulted from the dissemination of 
digital music over the Internet (ibid., pp. 130-131).

This development challenges the prevailing paradigm in the recording industry, 
which is based on a few major record companies’ market power and control over 
copyrights and distribution (Tschmuck, 2003). (For an overview of the recording 
industry, copyrights, and the distribution chain, see Appendix A.) Copyrights con-
stitute a barrier to entry in the industry, as the contractual agreements between 
record labels and artists “provide labels with monopoly rights to the artistic output 
of individual artists” (Fox, 2004, p. 203). 

                                                          
1 Digitization means that the physical product is coded as a stream of bits using digital technology, 
which renders Internet distribution possible (Coppel, 2000; Shapiro & Varian, 1998a).
2 A paradigmatic change in this context refers to the notion of a fundamental change in approach or 
assumptions (Paradigm shift, n.d.) rather than the meaning of a paradigm shift as a scientific 
revolution. Hence, the word paradigm here refers to a thought pattern, a way of viewing reality for 
the community that shares the specific pattern (Paradigm, 2004). 
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According to Fox (2004), the high level of industry concentration (i.e. the domi-
nation of the major labels) has resulted in fewer releases of new recordings; small 
record companies having difficulty surviving; and artists having limited control 
over the distribution of their music. Also, due to the major labels’ investments in 
physical distribution infrastructure and their power over the retail channel, con-
sumers’ purchases of recorded music have been restricted to channels such as retail-
ers or music clubs (Fox, 2004; Power & Jansson, 2004). 

Now, with the possibilities opened by digitization and the Internet, recorded mu-
sic as well as its distribution is becoming a service, as opposed to focusing on a 
physical good such as a CD (Tschmuck, 2003). Acquiring a song over the Internet 
involves the right to listen to a song at any chosen time and/or place without 
physical goods being involved in the process. Hence, the part of the music industry 
that deals with recorded music is transforming from a traditional goods business to 
a service industry (Fox, 2004; Garland, 2003), which can be interpreted as a dra-
matic change of the paradigm within the industry (Tschmuck, 2003). Over time, 
the new paradigm of music as service is likely to replace the old one, i.e. music as 
goods (ibid.), thus turning businesses in the recording industry into pure content 
providers (Wilde & Schwerzmann, 2004). It will be difficult for the recording in-
dustry to not only achieve further growth, but also to remain profitable and com-
petitive, by relying on distribution of physical music products (Fox, 2004; 
Tschmuck, 2003).

While the notion of music as a service delivered over the Internet holds many op-
portunities, the recording industry in general initially regarded this development as 
threatening, due to the prevalence of unauthorized sharing of music files in peer-
to-peer (P2P) networks3. The major labels, in particular, see the file-sharing phe-
nomenon as a threat “not only to their ability to collect on their own copyrighted 
product but also their profitable and strategically useful domination of physical dis-
tribution networks” (Power & Jansson, 2004, p. 426). Since the Internet makes it 
possible for anyone to distribute music, the control that major labels historically 
have had on the marketplace is undermined (Fox, 2004). Thus, access to free mu-
sic on the Internet has instigated a shift in market power from record labels to con-
sumers (and, to some extent, also to artists) (Fox, 2004; Meisel & Sullivan, 2002). 

                                                          
3 A peer-to-peer (or P2P) computer network does not rely on dedicated servers for communication, 
but instead uses direct connections between peer nodes that simultaneously work as both “clients” 
and “servers” to the other nodes on the network. While P2P technologies per se are rarely 
considered to be illegal, they are very frequently used for sharing and downloading content without 
permission from rightsholders (cf. File sharing, 2007; Peer-to-peer, 2007). Therefore, when referring 
to services in which the users through direct connections between each other can share and 
download content such as music, the terms “P2P network” and “file-sharing network” are used 
interchangeably throughout the thesis. 
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1.2 ASPECTS OF FILE SHARING

orldwide, consumers have grasped the possibility of bypassing estab-
lished distribution channels. In P2P networks, music consumers are 
able to download music from huge selections and share it with other 

users on the Internet, all without paying anything for the music they consume. 
The concept of trading music files over the Internet became almost commonplace 
with the release of the first widely used P2P network in 1999, Napster (Gowan, 
2002). The MP3 file format4 made audio files small enough to render music 
downloading via the Internet possible, and Napster’s success was based on bringing 
the MP3 format and the P2P concept together (Marshall, 2004). After the major 
labels, through their representative trade group, Record Industry Association of 
America (RIAA), filed lawsuits against Napster, the site eventually was shut down 
in 2001 (Marshall, 2004; Michel, 2006). However, similar — and better — services 
soon emerged, and the development has constantly been moving toward more 
powerful services that keep their users more anonymous (Daly, 2007). While the 
peer-to-peer technology in itself is rarely considered as illegal, most of the content 
is shared without consent of the copyright owners, which is defined as a form of 
piracy (cf. Marshall, 2004). According to industry estimates, almost 20 billion songs 
were downloaded illegally in 2005 (IFPI, 2006c). 

The actual impact of file sharing is disputed. Some studies suggest that there is no 
significant effect of file sharing on music sales (e.g. Eriksson, Findahl, Selg, & Wal-
lis, 2006; Oberholzer-Gee & Strumpf, 2007); others indicate a negative influence 
(e.g. Liebowitz, 2006; Michel, 2006; Rob & Waldfogel, 2006; Zentner, 2006). It 
also must be noted that many, if not most, empirical studies on this subject have 
been questioned for their methodology and conclusions (cf. Liebowitz, 2007; 
Oberholzer-Gee & Strumpf, 2007; Wunsch-Vincent & Vickery, 2005). In any 
case, the recording industry undeniably has profitability problems. Though reve-
nues within the music industry as a whole are said to be growing (e.g. Anderson, 
2007; Stimmel, 2007), sales of recorded music worldwide have been more or less 
steadily decreasing since 2000 (see Appendix B for music sales statistics). The 
shrinking revenues, in combination with intensified consolidation, have resulted in 
substantial layoffs; for example, about 2,000 employees were dismissed after a 
merger between the two major labels Sony Music and BMG (Reuters, 2004). 

Among those whose work is the actual focus of the entire issue — that is, song-
writers and artists — views differ substantially. While some simply see free music 
downloading on the Internet as an inevitable and unstoppable development, others 
are joining forces with the recording industry to work against file sharing and un-
authorized downloading. Some view the Internet as a great means of marketing 

                                                          
4 MP3 (Motion Picture Experts Group Layer-3) is an audio coding scheme that compresses the 
digital audio file to 1/10 to 1/24 the size with only a small loss of sound quality (Fraunhofer, 2005). 
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their music, and think of free downloading as an opportunity to attract new listen-
ers (Ali & Begun, 2003; Barkham, 2004; Love, 2000). Moreover, via social net-
working sites such as MySpace and other communities, a few artists (e.g., Sandi 
Thom, Arctic Monkeys) have managed to find big audiences (Gibson, 2006; Hed-
lund, 2006). 

Although file sharing is cited by the recording industry as the major reason for the 
downturn in sales, consumers, analysts, and researchers also point to a number of 
contributing factors, such as too high CD prices; rising physical CD piracy; fewer 
titles being released; shrinking retail space; competition from other media (e.g., 
film DVDs, video games, and mobile phones); a depreciation in the quality of new 
music; and a natural dip after consumers replaced their vinyl LPs with CDs during 
the 1990s (Laing, 2004; Madden & Lenhart, 2003; Marshall, 2004; "Music's 
brighter future," 2004; "Unexpected harmony," 2003; "Upbeat," 2003; Ziemann, 
2002). However, the predominant view within the recording industry is that 
Internet piracy potentially poses even greater problems than CD piracy (IFPI, 
2003), and the industry is determined to put an end to it.

Executed through trade organizations such as RIAA and IFPI5, the recording in-
dustry’s campaign against illegitimate Internet activities has included efforts such as 
information campaigns; sending instant messages to users of P2P networks; and 
launching the educational web site Promusic (IFPI, 2004a). However, the most 
attention-attracting move has been the waves of subpoenas issued by IFPI and na-
tional trade organizations against thousands of individual users in North America 
and parts of Europe (Barkham, 2004; BBC, 2004). Long-term effects of these sub-
poenas and other anti-piracy efforts still remain to be seen. According to IFPI 
(2004a; 2005c), consumer awareness of the illegality of file sharing and the avail-
ability of legal alternatives has been heightened. Still, the value of the subpoenas is 
questioned strongly, considering the damage to the industry’s public relations (cf. 
Daly, 2007; Huang, 2005; Moglen, 2003; Shell, 2003). In addition, many consum-
ers resort to other ways of swapping music files, such as downloading from some-
one else’s portable player or mobile phone; ripping digital streams; sharing within 
local area networks; or sharing via ftp (file transfer protocols), blogs, e-mail, and 
instant messages (Huang, 2005; IFPI, 2006c; Madden & Rainie, 2005).  

Former IFPI chairman Jay Berman has stated that “the industry is well aware of its 
challenge, which is to replace that ‘free music’ mentality with a viable business 
model” (IFPI, 2002). Recently, the industry organization also noted that even 
though the rate of online music piracy is “extremely high”, it “illustrates the vast 
potential for legal digital music” (IFPI, 2006c, p. 4). 
                                                          
5 IFPI (International Federation of the Phonographic Industry) is an organization representing the 
international record industry. It comprises a membership of about 1,400 record companies in 75 
countries, and affiliated industry associations in 49 countries (http://www.ifpi.org/).  

http://www.ifpi.org
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1.3 ONLINE MUSIC SERVICES: OPPORTUNITIES AND CHAL-

LENGES

hile record companies now acknowledge the necessity and challenge of 
an Internet presence, they have been slow to realize its full potential 
(Fox, 2004). Perhaps, as Fox (2004) points out, their initial inertia is 

understandable, “given that viewing music as a service to be delivered via the 
Internet would necessitate a dramatic change in thinking and infrastructure” (p. 
217). In addition to the transition to online business models, the recording industry 
is facing the problem of keeping offline retailers satisfied despite the fact that online 
music threatens their existence ("Music's brighter future," 2004). On the other 
hand, the potential gains are considerable. Through new Internet-based business 
models, record companies not only may gain access to new revenue sources, but 
there also is an opportunity to lower costs (Fox, 2004).

After the recording industry’s initial hesitance toward providing digital music via 
services on the Internet, the breakthrough of computer company Apple’s iTunes 
Store contributed to a more open-minded philosophy and willingness to license 
songs for online distribution (e.g. Knowledge@Wharton, 2006b). The service, 
which offers an à la carte approach by which tracks from all major labels are sold 
one by one (or as an album, if preferred), reached the “dream limit” of one billion 
songs sold within less than three years (Apple, 2006). The success has been attrib-
uted to the service’s user friendliness (Wilde & Schwerzmann, 2004) and lower 
level of restrictions, combined with a relatively low price (Fetscherin & Vlietstra, 
2004). Despite continuously widespread Internet piracy, sales of digital music6 have 
been growing fast — from 0 percent of total music sales in 2002 to 10 percent in 
2006, though it does not yet compensate for the downturn in CD sales (IFPI, 
2007a). The industry expects that digital music will account for at least a quarter of 
all recorded music sales by 2010 (ibid.). So far, no other service has managed to 
catch up with iTunes’s sales figures, despite that many other firms have introduced 
similar single-song purchase services. iTunes is estimated to occupy a market share 
of 85 percent of legal music downloads in the US (Oppenheimer, 2007) and 
dominates the UK market as well (Smith, 2005). 

Even though online music services have experienced a breakthrough, a number of 
challenges prevail on the commercial sites. The delicate balance between the need 
for control and the ease of use is one of the more difficult issues to solve (Hermida, 
2004). By building in digital rights management (DRM) techniques, files are meant 
to be protected against illegitimate usage. Hence, there often is a limit on how 
many times customers can burn a purchased music file to a CD, or transfer it to 
portable devices or other computers (Cohen, 2003). While record companies tend 
to view DRM as the only way to maintain control over digital files (Sandoval, 
                                                          
6 Including music to mobile phones, which accounts for about half of the sales (IFPI, 2006a).  

W
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2007), the practice irritates many consumers who argue that files that are legally 
bought should not be restricted at all, since fair-use laws allow for time- and space- 
shifting of copyrighted works (Kommentarer, 2003; Newitz, 2004). 

The variety of DRM systems and audio file formats also causes a problem of in-
compatibility, as tracks from different music services often cannot be played 
through competitors’ software and portable players. eMusic, one of the few ser-
vices that offers tracks in the open MP3 format, has managed to become the 
world’s second-largest online music retailer behind iTunes (though this position 
also is claimed by Rhapsody), despite the fact that mainstream music from the ma-
jor record labels is not available at the service (Digitalmusicnews.com, 2007c; 
eMusic, 2006). The compatibility issue has evolved into a “war of standards” pri-
marily between Apple and Microsoft7. Experts, as well as industry people, warn 
that the development of the online music market could be held back by the lack of 
interoperability (Kennedy, 2005; Knowledge@Wharton, 2006a; Warner, 2004). 
Following the growing consumer antipathy toward DRM, some record compa-
nies, most notably major labels EMI and Universal, have started to release their 
music in DRM-free format with higher sound quality (e.g. MusikNytt, 2007; 
Resnikoff, 2007b; 2007e). However, the discovery that Apple embedded informa-
tion about the users in EMI’s DRM-free files caused a stir among consumers 
(Fisher, 2007). 

In addition to the DRM and incompatibility issues, the sound quality sometimes is 
mentioned as an obstacle. The most common bit rates of downloadable files are 
128 or 192 kbps (kilobits per second)8, which some listeners say provides too poor 
quality to be worth the price (Iverson, 2003; Weisman, 2003). However, with 
existing revenue models, it seems difficult to reach profitability with a lower per-
track price. The most common price of a song currently is 99 cents in the US, 
which leaves the online music provider with a minor (if any) profit after paying 
record labels and publishers and subtracting costs for marketing, credit-card trans-
actions, and technology investments (Cherry, 2004; Hellweg, 2003; Li, 2005; 
MusikNytt, 2005. See also Appendix A). Some studies indicate that more money 
could be made from higher-margin subscription services, which allow customers to 
listen to, but not own, as much music as they want for a fixed (often monthly) fee 
(Ahrens, 2004a; Fox, 2004). However, such services have lagged behind à la carte 
downloads since the breakthrough in 2003. Pay-per-download (à la carte) services 
accounted for 86 percent of online music sales globally in 2005 (IFPI, 2006a). The 
question of whether ownership in the form of downloaded music will become less 

                                                          
7 Apple’s iTunes Store uses the audio format AAC (or strictly speaking, MPEG-4 AAC) = Ad-
vanced Audio Coding. Microsoft’s WMA (Windows Media Audio) format with DRM protection 
is used by several different online music services.  
8 This can be compared to the 1,411 kbps standard of WAV (uncompressed Windows audio files) 
or AIFF (uncompressed audio files for Macintosh). 
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important than having access to music is under debate (Knowledge@Wharton, 
2004; MusikNytt, 2005).  

Alternative business models for online distribution of music downloads have been 
developed, for example, the German PotatoSystem, in which users buy MP3 files 
and obtain the right to resell them (PotatoSystem, 2007). P2P models based on 
authorized content and free music services that gain their revenues from selling ads 
also have been launched (e.g., SNOCAP, SpiralFrog). However, there are doubts 
whether the recording industry will be able to convince file sharers to pay for the 
same type of service that they now get for free (McGuire, 2004). As regards ad-
sponsored services, the idea is criticized by online music service providers, who 
question whether it ever will be possible to get paid for digital music once free 
services are introduced by labels (e.g. Svensson & Kuprijanko, 2006). There are 
also concerns about attracting enough advertisers to finance the heavy licensing 
payments to record labels (Resnikoff, 2007a). 

A major disadvantage of commercial music services is that the selection is limited 
compared to file-sharing networks (Ahrens, 2003). This can be attributed to unre-
solved licensing issues (Ahrens, 2004b), differences among countries in handling 
copyrights and royalties (Appel & Stahle, 2003), and the fact that many artists have 
different deals for different markets (Lagorce, 2004). In addition, some artists have 
refused to make their music available for sale as individual tracks, often because 
they consider this kind of service to be threatening to album sales 
(Digitalmusicnews.com, 2006; Haddad, 2003). These artists fear a shift to a singles-
based economic model in which the album as a work of art will become obsolete 
(Garrity, 2003). However, it is likely that “the music industry will have to deal 
with heightened consumer interest in music distributed in the single, as opposed to 
album, format” (Fox, 2004, p. 214). 

Though many music consumers clearly would like to listen to and download music 
online legally, there is a question whether they constitute a big enough market. 
File sharing has made people used to getting their music free; in fact, many young-
sters have never paid for music at all and cannot see any reason to start doing so 
(Samuelsson, 2004; Schüldt, 2005). According to Bakker (2005), it is likely that 
paid-for services and P2P networks will continue to serve different audiences, with 
heavily computer-using teenagers going for file-sharing services to download re-
cent hits, while more mature music consumers will prefer legitimate services due 
to their higher speed, reliability, and extra features.  

This seems to fit the current picture as well. Jupiter Research recently reported 
that young consumers (15-24) are increasingly using file-sharing networks instead 
of commercial online music services (Lauria, 2007). Globally, the average age of 
music consumers is increasing, with 55 percent of recorded music bought by con-
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sumers over 30 (IFPI, 2005a); and online music providers as well as market re-
search point to average ages of customers in the range of 25–54 
(Digitalmusicnews.com, 2005; Ipsos-Insight, 2005b; MusikNytt, 2005; Schön, 
2007). There also could be a possibility to attract new music buyers who find the 
convenience of online music services appealing (Fox, 2004; IFPI, 2005c; Kusek & 
Leonhard, 2005). 

Considering these groups together with the possibility to convert some portion of 
file sharers into buyers, there is potential for a powerful online market. Moreover, 
changes in music acquisition and listening behaviour point to a shift from a physi-
cal to a digital approach. Sales of portable players and digital-music compatible 
mobile phones have been increasing rapidly, and different kinds of services that 
help people manage their digital music collection proliferate (e.g. IFPI, 2007a; 
Markander, 2007; Wong & Konrad, 2005). Market analysts, as well as artists, pre-
dict a continuous decrease in record sales, and some even have declared the death 
of the CD as we know it (e.g. Charron, 2003; DI.se, 2006; Digitalmusicnews.com, 
2004; Hedlund, 2006). 

 1.4 PROBLEM AREA 

ertainly, music consumption is affected greatly by the Internet. Key to the 
development of viable online music services is the understanding of how 
listeners will consume their music (May & Singer, 2001); especially con-

sidering that “the Internet is a very customer-driven environment” (Krueger, Lu, 
& Swatman, 2003, p. 3). As digital distribution facilitates tracking of user behaviour 
and prediction of consumer preferences and demand, a strong position on the 
Internet may become necessary for record labels to retain profits (Fox, 2004; Loeb-
becke & Powell, 2002; Marathe, 2001). In addition, as marketing costs for re-
corded music have leaped to 20 percent of sales, record companies need to bring 
down the costs of reaching their target audiences, which could be facilitated with 
online distribution (BearingPoint, 2005). Costs for inventory, manufacturing, and 
finding and developing new artists also may be decreased by efficient use of the 
Internet (Fox, 2004; Wunsch-Vincent & Vickery, 2005).  

The transition from physical to digital music distribution offers the potential to 
increase demand for and consumption of music, mostly because it is easier, 
quicker, and more flexible for consumers to find and acquire the music they want, 
as well as to discover new music and artists (Altinkemer & Bandyopadhyay, 2000; 
Marathe, 2001). Moreover, the high level of back-catalogue sales on online music 
services shows that consumers are willing to pay to replace physical formats 
(BearingPoint, 2005). However, besides the prevalence of file sharing, a number of 
challenges persist. By the end of 2006, there were about 500 commercial online 
music services in more than 40 countries — 320 services in Europe only (IFPI, 

C
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2007a) — competing for consumers’ attention and money on a still small market 
(see Appendix C for an overview of purchases per format). In addition, online 
music services have to compete in a growing digital entertainment market (Ipsos-
Insight, 2005a). Hence, in order to develop strategies and differentiate from com-
petition, it is necessary for online music providers to recognize potential customers 
and identify similarities and differences among them (cf. Ozer, 2001). Then, for 
consumers to be willing to pay for online music, services need to offer quality, 
convenience, and value exceeding that of P2P networks (Fox, 2004; Marathe, 
2001). As Fox (2004) points out, “Consumers will be willing to pay for such music 
only if they believe that they derive real value from doing so” (p. 203). For online 
music, as for other digital products, Kauffman and Walden (2001) assert that the 
character of the product and its value to the consumer must be understood. Ac-
cording to an online music market analyst, “the services that win in the long run 
are the ones that listen to consumers earliest” (BBC, 2005). 

It can be inferred from the preceding discussion that in order to exploit the oppor-
tunities of the budding online music market, the identification of potential cus-
tomers and what they value is a key issue (cf. Swatman, Krueger, & van der Beek, 
2006). The two concepts are linked closely, as the process of determining customer 
value necessarily involves asking what target customers value and what the most 
important benefits are to them (cf. DeSarbo, Jedidi, & Sinha, 2001; Lai, 1995; 
Tam, 2004; Woodruff, 1997). In fact, understanding and delivering customer value 
has been pointed out as the key to success in e-commerce9 (cf. Chang, Torkzadeh, 
& Dhillon, 2004; Keeney, 1999).

Aside from managerial and practical industry considerations such as those discussed, 
academic research looking into issues related to customer value and prospective 
customers of online music seems motivated. For example, Amberg and Schröder 
(2007) point to the lack of studies dealing with consumer expectations of digital 
music and suggest that it likely is “necessary to constantly watch the market” (p. 
301). Similarly, Duncan and Fox (2005) state that there is a need for “a clear un-
derstanding of the nature of the product and the characteristics of the market” (p. 
2), while Wunsch-Vincent and Vickery (2005) view the impact of the Internet and 
associated technologies on music consumers as an area that deserves further study. 
Kusek and Leonhard (2005) emphasize the “need to exploit the current ways that 
people learn about, select, legitimately acquire, and listen to music” and “to reflect 
the reality of the digital marketplace” (p. 32). Walsh et al. (2003) suggest that mu-
sic companies, instead of pursuing P2P users, can “focus on adjusting their strategic 
Internet marketing”, and state that despite calls for more research, “studies have 

                                                          
9E-commerce (i.e. electronic commerce), although lacking a universally accepted definition, may be de-
fined as the technology-mediated exchange of goods, services, and information that takes place 
between parties (individuals, organizations, or both) on the Internet (Rayport & Jaworski, 2001; 
Turban, King, Lee, Warkentin, & Chung, 2002). 
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tended to ignore the vibrant area of music marketing” (p. 305). In particular, better 
knowledge about online music consumers, which is key to understanding customer 
value and target customers, is called for (e.g. Bhatia, Gay, & Honey, 2003; Jones & 
Lenhart, 2004; Walsh, et al., 2003). Researchers have highlighted issues pertinent 
to customer value and targeting, such as consumers’ willingness to pay (Walsh, et 
al., 2003; Wilde & Schwerzmann, 2004) and their online music buying behaviour 
(Walsh, et al., 2003). It also is important to observe consumers’ acceptance of con-
trols and limitations that are imposed on them (i.e. through DRM protection of 
music files) (Wilde & Schwerzmann, 2004).  

Recently, Chu and Lu (2007) pointed to the necessity to understand better the 
different factors that influence purchasers and potential purchasers of online music, 
and therefore studied perceived customer value and purchase intention among 
Taiwanese music consumers. Furthermore, as Walsh et al. (2003) point out, it is 
likely that there are different segments among online music buyers, since people 
have varying preferences not only for music but also for aspects of Internet usage. 
By determining such segments, marketers could find better ways to serve the needs 
of different online music customer groups (ibid.). Based on a study of Italian music 
downloaders, Molteni and Ordanini (2003) suggest that “a deep understanding of 
consumption profiles might be the key resource in supporting new strategies in a 
digital environment” (p. 399). They also conclude that managers need a “clear 
picture of these profiles” in order to “be able to exploit the benefits of potential 
segmentation” (ibid., p. 400). Moreover, Easley (2005) argues that to maximize the 
value of intellectual property in the music business, different strategies are required 
for different market segments.

In general, academic literature within the online music area hitherto reflects a very 
new and increasingly vivid field of research, which lacks theories and well-defined 
lines of inquiry. Published academic studies concerning aspects of music on the 
Internet are scattered over a number of different disciplines, such as economics, 
consumer behaviour, intellectual property and copyright law, sociology, and com-
puter science and information systems. Overall, issues concerning customer value 
and the identification of potential customers within the online music market 
scarcely are represented in the extant literature. Moreover, according to Walsh et 
al. (2003), existing studies focusing on the related area of music buying on the 
Internet are affected by sampling weaknesses, simplifications, and inconsistencies. 
Although the lack of research most likely is related to the slow pace of scholarly 
publishing systems (cf. Jones & Lenhart, 2004), it is quite clear that many aspects of 
online music remain to be studied.
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Hence, based on the literature reviewed so far, the purpose of this thesis could be 
expressed as:  

To explore and describe customer value and target groups
within the online music market 

Online music is defined as music in digital format, legitimately distributed directly 
over the Internet as files or streams. Accordingly, online music services refer to ser-
vices that legitimately (i.e. with authorization from copyright holders) and for 
commercial purposes distribute music in digital format, as files or streams, directly 
over the Internet. This thesis is delimited to music on the Internet and will not 
explicitly take into account music sold over mobile phone networks, which is con-
sidered to be out of the study’s scope.  

Indeed, the area covered by the research purpose potentially could be studied from 
a number of different perspectives. For example, Swatman, Krueger, and van der 
Beek (2006) identified the major stakeholder groups of the European online music 
market as consisting of artists, record companies, music portals (i.e. online music 
service providers), telco/PTTs (i.e. telephone companies), Internet service provid-
ers, payment system providers, and technology providers. Looking at the digital 
distribution chain (see Appendix A), those that are most central in the delivery of 
online music seem to be artists, record companies, technology/content providers, 
and online music service providers. However, as mentioned in the beginning of 
this chapter, online distribution of digital music to a large extent has been initiated 
by consumers. Importantly, creation and delivery of customer value should start 
from the perspective of target customers (cf. Crosby, Grönroos, & Johnson, 2002), 
and better knowledge about online music consumers has been called for (e.g. 
Bhatia, et al., 2003; Jones & Lenhart, 2004; Walsh, et al., 2003). As Keeney (1999) 
points out, “The best way to find out what customers value is to ask them” (p. 
534). Hence, among the multiple perspectives possible within the area of study, the 
most essential may be the consumer aspect.  

As there is a limited amount of empirical studies focusing specifically on the re-
search area, an exploratory pilot study of music consumers was conducted. The 
purpose of this pilot study was to strengthen the justification for the chosen re-
search topic and obtain input to the development of concepts, measures, and hy-
potheses, thereby also facilitating the development of a conceptual framework. 
Before going into the summary of the pilot study in Chapter Two, a brief outline 
of the contents of the thesis follows. 
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1.5 OUTLINE OF THESIS

This thesis is divided into eight chapters, as seen in Figure 1.1.  

Chapter One Introduction
Chapter Two Pilot Study Summary 
Chapter Three Customer Value and Target Groups 
Chapter Four Research Questions and Conceptual Framework 
Chapter Five Methodology 
Chapter Six Results and Analysis 
Chapter Seven Discussion 
Chapter Eight Conclusions and Contributions 

Figure 1.1: Outline of Thesis 

In Chapter One, a background to the stated research purpose has been provided by 
giving an overview of the developments within the music market, which has led to 
the emergence of commercial services for sales and distribution of music on the 
Internet, and the need to identify the potential customers of such services and what 
they value. Next, a summary of the exploratory pilot study is presented in Chapter
Two. Then, a review of literature is presented in Chapter Three. The aim of the 
third chapter is to give an overview of models, perspectives, and previous studies 
pertinent to the research purpose. The literature review and pilot study provide 
input to the development of research questions and a conceptual framework in 
Chapter Four. The conceptual framework specifies who and what will and will not 
be studied (Miles & Huberman, 1994) and includes the most relevant concepts 
from the literature review. Chapter Five contains a description of the employed 
methodology; that is, how empirical data were collected and analyzed and what 
steps were taken to increase quality of the data. In Chapter Six, the empirical data 
and analysis of the results are presented, followed by a discussion of the results in 
Chapter Seven. Finally, in Chapter Eight, conclusions are drawn based on the find-
ings in data and analysis, as patterns and possible configurations emerge. Contribu-
tions to theory and practice also are included in Chapter Eight, as well as limita-
tions of the study and suggestions for future research. 
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Chapter Two 
Pilot Study Summary 

In the first chapter of this thesis, the research purpose was defined as to explore and describe 
customer value and target groups within the online music market. In order to 
strengthen the justification for the chosen research topic and provide input to the development 
of a conceptual framework and measures, an exploratory pilot study was conducted. This 
chapter contains a brief description of the method used to conduct the pilot study, followed by 
a summary of the results.

 2.1 METHOD

xploratory studies are useful when the research area is new and the re-
searcher wants to search for patterns, themes, and ideas (cf. Hair, Money, 
Samouel, & Page, 2007). In particular, exploration helps researchers to “de-

velop concepts more clearly, establish priorities, develop operational definitions, 
and improve the final research design” (Cooper & Schindler, 2003, p. 151). It also 
can assist in identifying or defining variables, formulating research questions, and 
developing hypotheses (Cooper & Schindler, 2003; Lundahl & Skärvad, 1992). 
Thus, an exploratory pilot study was conducted in order to get input to the devel-
opment of concepts, definitions, measures, and hypotheses. Data were collected in 
two ways: via personal interviews with consumers, and through a qualitative analy-
sis of consumer comments to news articles related to online music.

 2.1.1 Exploratory Interviews 

The individuals contacted for the interviews were purposely sampled10 to include a 
mixture of men and women of different ages and occupations. Besides these con-
siderations, the only selection criteria were that the respondents should be music 
listeners and Internet users. The sampling procedure resulted in five interviews 
with respondents as summarized in Table 2.1 below. 

Table 2.1: Overview of Interviewees in Pilot Study 
Participant ID Gender Age Occupation 

A Male 39 Employed 
B Female 53 Employed 
C Male 26 University student 
D Female 17 High school student 
E Female 22 University student 

                                                          
10 With purposive (or judgmental) sampling, the researcher bases the sample on his or her personal 
judgment and selects cases with a specific purpose in mind, such as some appropriate characteristics 
required of the sample members (cf. Diamantopoulos & Schlegelmilch, 2000; Hair, et al., 2007; 
Remenyi, Williams, Money, & Swartz, 1998). 

E
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The interviews were of an unstructured (open-ended) type, in which the researcher 
asks the respondent open-ended questions with the intent to capture opinions, 
values, attitudes, and perceptions, as well as facts (cf. Lundahl & Skärvad, 1992; 
Yin, 1994). In order not to risk overlooking any central concepts, a list of issues to 
be covered was used, but altogether, the interviews were conducted in an 
unstructured, discussion-like manner. The interviews were recorded on tape, and 
the contents were transcribed into field notes before being reduced and displayed 
in the form presented on the following pages (Miles & Huberman, 1994). 

 2.1.2 Analysis of Consumer Comments 

The second part of the pilot study consisted of an analysis of consumers’ written 
comments; more specifically, 537 comments made by readers of 13 articles related 
to online music and file sharing. The articles and comments were posted at 
www.di.se, www.e24.se, www.idg.se, and www.svd.se between February 2005 and 
February 2007 (Björk, 2007; Brandel, 2005a; 2005b; DI.se, 2007; E24, 2006; 
IDG.se, 2005a; 2005b; Larsson, 2007; Mårdbrandt, 2005; Niklasson, 2007; Petters-
son, 2007; Sandström, 2007; Öhrn, 2007). Articles were sampled judgmentally, 
based on the amount and relevance of comments. While the readers who made 
comments to these articles cannot be assumed to be representative of all prospec-
tive customers of online music services, they are likely experienced users of digital 
music and their comments may therefore give an idea of some of the more impor-
tant issues to consider. 

In view of the exploratory purpose of the study, the analysis was performed from a 
qualitative, inductive approach. That is, no efforts were made to quantify specific 
words (as in a classical content analysis); rather, the material was analyzed with the 
aim of identifying common patterns or themes among the attitudes and opinions 
expressed in the comments (cf. Miles & Huberman, 1994). This was done by using 
sentences or sometimes an entire paragraph in each individual comment as a basis 
for developing codes (Heinonen, 2006; Strauss & Corbin, 1998). Then, an open-
coding procedure was used to group the inductively emerged codes into themes in 
the form of categories and sub-categories (Heinonen, 2006; Ryan & Bernard, 
2000; Strauss & Corbin, 1998). As Neuman (2003) notes, “Open coding brings 
themes to the surface from deep inside the data” (p. 443). Two general themes 
(categories), i.e. online music services and file sharing, were used as a starting point and 
sub-categories then were added during the coding process (cf. Ryan & Bernard, 
2000; Strauss & Corbin, 1998). The results of this analysis are displayed in table 
format with summary statements (Ryan & Bernard, 2000), as can be seen in 
section 2.2.2 on pp. 17-18. 

http://www.di.se
http://www.e24.se
http://www.idg.se
http://www.svd.se
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2.2 SUMMARY OF RESULTS

2.2.1  Summary of Exploratory Interviews 

All interviewees used the Internet daily and said they were very interested in mu-
sic. All of them also had experience with online shopping to a varying extent. 
With the exception of one participant, they all used portable MP3 players or mo-
bile phones to listen to digital music, besides using the computer for listening. The 
most common ways in which they found out about new music were through 
friends, by listening to the radio (or, in one case, web radio), or by watching TV 
shows or music channels. Two of the respondents had bought music from an 
online music service on some or a few occasions, but none of them were regular 
buyers. For one of these interviewees, the use of a commercial music service was 
initiated through a promotional campaign in which customers could use codes 
from bottle caps of a mineral water brand to receive a free download. After getting 
the free songs, she bought a few more within the next couple of weeks. However, 
even though she did not perceive any particular problems with using the service, 
she was not particularly interested in continuing buying downloads. Another par-
ticipant had tried an online music service once but did not complete the purchase 
as she thought the procedure was too complicated and tiresome.  

The willingness to pay for a single downloadable song varied among the partici-
pants, from 0 to around 10 SEK or more. For all of them, the amount would vary 
depending on the type of song and artist; e.g., the willingness to pay was higher for 
music by a favourite artist than for a newcomer. One interviewee remarked that 
lower prices for newcomers would be positive, as it could make you “dare” to try 
more new music. Another said that “price is not the issue as long as I like [the 
song].” None of the participants seemed particularly interested in subscribing to 
streaming music, as they preferred to own their music rather than rent it. Two of 
them, however, would consider having a subscription as a way of sampling music 
and then pay a bit extra for the songs they would like to keep. For the two univer-
sity students, the purchase intention and willingness to pay for online music was at 
least partly connected to their current economic situation, and they believed that 
they would start buying online music when this had changed. Two of the other 
participants also expressed some intentions to start buying online music in the fu-
ture, whereas the fifth participant said that she will start paying for digital music at 
some point, but not as long as she is getting the music she wants for free (which 
she did mainly through friends who downloaded it from file-sharing networks). 

Main benefits of digital music (in general) mentioned by the interviewees included 
the following:

the possibility to buy separate songs
convenient and instant access round the clock 
big selection 
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instant delivery
reasonably low prices 
saves shelf space 
the ability to easily carry it around and use it in several media (e.g., tradi-
tional stereo as well as computer, MP3 player, mobile phone, and in the 
car), and the flexibility and time-saving it brings 
ease of sampling songs online, which saves time 
ease of transferring and sharing music with others [which would apply 
mostly to music in unprotected MP3 format] 

Negative aspects or risks that were mentioned included reluctance to use credit 
card for online purchases; risk of losing songs from the mobile’s memory card after 
having it repaired (which had happened to one participant); and restrictions and 
copy protection of files that hinder portability and flexibility of use. Two of the 
participants also mentioned risks that are connected mainly to downloading from 
P2P networks; i.e. the illegitimacy itself, the risk of getting computer viruses, and 
poor sound quality. In addition, one of the interviewees mentioned the feeling of 
authenticity that is lacking from music in digital format. Overall, interviewees ob-
viously viewed music in physical formats (CDs, LPs) as more valuable than digital 
music. For example, one participant said that he “appreciates the album format”, 
while two others said that when it comes to albums or artists that are important to 
them; they want to own the CD or LP. One of these interviewees also said that 
digital music is more impersonal, as it can be copied and spread all over, while LP 
records are more valuable as they exist only in limited numbers. The other of these 
two said that having a LP feels more authentic, “real”, and cool than digital files. 
For another participant, the physical format was not important in itself but in terms 
of being easy to find, as she valued ease of access highly. 

All of the interviewees had experience with file-sharing networks, though it was 
indirect in one case. With one exception, the respondents expressed little overt 
concern about the illegitimacy of downloading copyrighted material. One inter-
viewee pointed out that the risk of getting caught (for copyright infringement) is 
minimal. This person also thought that file sharing and MySpace are good and im-
portant ways for lesser-known bands and artists to find an audience, since they are 
not played much on the radio. Another participant expressed the same belief and 
also thought that artists in general are not affected negatively by file sharing to any 
large extent. She suggested that famous artists will get by despite illegitimate 
downloading, for example by making money from concerts. 

File sharing is also one of the two major themes in the analysis of consumer com-
ments, which are summarized in the following section. 
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 2.2.2 Summary of Consumer Comments 

The open-coding procedure of consumer comments resulted in a number of 
themes, which were sorted into the two major categories that were decided from 
the outset: related to online music services and related to file sharing. The themes 
that emerged are summarized in Table 2.2 below. For a few of the themes, illustra-
tive quotes are provided (Ryan & Bernard, 2000). 

Table 2.2: Emerged Themes from Analysis of Consumer Comments 
Online Music Services File Sharing  

Desired Attributes and Benefits:
Flexibility:
Interoperability and compatibility between

 services and devices 
 No DRM restrictions (“I will start buying 
 music from iTunes from day 1 when they start 
 selling without DRM”) 

Different file formats, e.g., MP3, Ogg Vorbis 
 (watermarked MP3 OK for some, others view 
 it as intruding on personal integrity) 

Sound quality:
 “Acceptable” compression (reduction) rate 
 (but different views of what level is acceptable) 
 Quality checked files

Ease of use, e.g., seamless transaction 
Support service; i.e. someone always available to 
answer questions 
Wide selection 
Alternative payment methods:

 Some kind of account to “fill up” 
 Payment via SMS 
 “If you consider which generation is most 
 inclined to pirate copy or simply download the 
 music, maybe it is connected to the SAME 
 generation that doesn’t have access to credit 
 cards?” 

Artist-to-consumer model:
Believed to lead to lower prices 
Would prefer to pay the artist directly and not 
give anything to record labels 

Perceived Fairness of File Sharing:
Benefits of P2P networks:
No cost (“Free is good”) 

 File-sharing services better than legal (DRM-
 free and no copy protection as on some CDs) 

Simplicity; bandwidth and storage capacity 
 make it possible 

“Ideological” stances:
 Music is an information product and therefore 
 should be free 
 Longevity of copyright is questioned 
 Social aspect, “Sharing is caring”

Not self-evident that artists and record 
 companies should be able to make money 
 on recorded music (artists could make a living 
 out of touring)  
 Should not be illegal 

File sharing is harmless or positive:
No evidence of file sharing hurting anyone 

 Equivalent to copying music with tape recorders 
 Used for sampling, buys what one wants to own 
 Possible to make money on intellectual 
 property also in the presence of file sharing 

File sharers pay in other ways (ringtones, 
 concerts) 
 Good for artists to get their music spread 

Attitudes toward music industry:
Major labels have alienated themselves from 

 customers (“It’s a pleasure to see the music and 
 movie businesses suffer”)  
 Record companies are greedy (“pimps”, “mob”), 
 exploit artists and make most of the money  
 Stop chasing customers as thieves, immoral to 
 waste police resources on this and follow 
 requests from US entertainment industry 

Music industry has outdated business models and 
 must adapt to the technological development  
 Too poor quality of music and artists today 
 (artists like ready-made products, music as com-
 modity, few good songs on an album) leads to 
 low willingness to pay 

Price of music:
 Prices of music too high  
 Salaries in Sweden too low (unable to pay) 
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Table 2.2, cont. 
Online Music Services File Sharing  

Risks, Efforts, Costs: 
Compulsory software to be able to buy music is 
troublesome (e.g., iTunes, which cannot be ac-
cessed directly via the web browser) 
Risk of losing purchased songs if a mobile phone 
or portable player filled with songs is lost or 
malfunctions
DRM restrictions complicate use for paying 
customers but are circumvented by those who 
are able and willing to make pirate copies
Price:

 Willingness to pay from 0 to more than 9 SEK 
 Lower prices for older songs

Perceived Unfairness of File Sharing:
Issue of morality and legality:

 Follow the law and respect copyright  
 One should pay one’s way 
 OK to share music with closest friends – not the 
 entire planet 

Perceived characteristics of file sharers:
Childish, immature, greedy

 Hypocrisy to cite any other reason than overall 
 unwillingness to pay for music  

Consequences of file sharing:
 Less music will be produced without incentives 
 for artists to make new music

Decreased level of file sharing would lead to 
 lower prices of music 

Artist remuneration: artists must get paid for their 
work

As can be seen in the above table, the main categories that emerged under the 
overarching Online Music Services theme include positive aspects (benefits, attrib-
utes) which are sought but largely perceived not to be in place yet. Most of the 
comments pertaining to the Risks, Efforts and Costs theme of online music ser-
vices were focusing on prices, which were usually commented as being too high, 
and the restrictions in use imposed by DRM technology. Accordingly, besides 
being costless, the absence of DRM is regarded as a main benefit of file-sharing 
networks. A number of other sub-themes in the File Sharing category also emerged, 
including more or less ideological stances and very negative attitudes toward the 
music industry in general and the American trade organizations in particular. Over-
all, given the amount and content of comments revolving around file-sharing 
themes, it became apparent during the analysis that the majority of those who had 
made the comments were users of P2P networks, which made the themes under 
this category more comprehensive.  

 2.2.3 Conclusions  

In conclusion, the interviews and analysis of comments indicate a potential cus-
tomer value of online music that to a large extent is not yet realized. Whereas the 
convenience, flexibility, selection, and time- and space-saving aspects of digital 
music in general are important benefits for consumers, it seems that there are cur-
rently not enough attributes in place for online music services to be able to deliver 
the desired benefits. In particular, DRM restrictions are perceived as troublesome 
and performance risks of the service and/or music files also may diminish the per-
ceived value.

Furthermore, the willingness to pay for online music typically is lower than the 
current prices of a downloadable track. Differential pricing with lower prices for 
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older songs and newcomers also looks desirable from a consumer point of view. 
Perceptions of the recording industry as greedy, while file sharing is seen as fair and 
maybe positive for artists, seems to contribute to a low willingness to pay. On the 
other hand, intentions to use online music services are not necessarily minimized 
by P2P network use, as these consumers are experienced users of digital music and 
may appreciate the absence of risks, such as computer viruses, legal threats, and 
potentially poor sound quality. It cannot be concluded clearly from the pilot study 
data whether customer-perceived value is likely to be a salient predictor of inten-
tion to purchase music from online music services, but the literature review proba-
bly will give an indication of such relationships.  

As regards possible target groups within the online music market, teenagers are 
suggested as a target audience but may have difficulties using online music services 
as they generally do not have credit cards. Furthermore, the interviewed university 
students were very interested in music but their intentions to use and willingness to 
pay for online music were constrained by their current economic situation. These 
results, combined with the studies about music buyers referred to in Chapter One 
(p. 7), suggest that target groups may not be found primarily among the youngest 
consumers. However, a literature review is needed to suggest relevant issues in the 
identification and selection of target customers.

Thus, to provide more insight into the issues that have been highlighted here, a 
literature review is presented in the following chapter. This will provide an over-
view of studies involving conceptual and empirical issues pertinent to customer 
value and target groups within the online music market. Also, a general aim of a 
literature review is to reveal problems or areas of incomplete knowledge 
(Remenyi, 1996) that verify the need for the study to be undertaken (Taylor, 
2000).
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Chapter Three 
Customer Value and Target Groups 

This chapter provides an overview of models, perspectives, and previous studies relevant to the 
stated purpose. The aims of the literature review is to present major issues within the area, 
place this study into a context, summarize different results from previous studies, and to learn 
from others (Neuman, 2003). As suggested by Cooper (1998), the literature search was 
launched with a broad view on conceptual relevance. Therefore, due to the small amount of 
academic research specifically dealing with customer value and target groups within the online 
music market, literature on these issues in general, and on e-commerce in particular, is in-
cluded to the extent that has been deemed necessary to cover all major aspects of these areas. 
First, section 3.1 below provides a review of literature on customer value for consumers. 
Then, section 3.2 contains literature focusing on the areas that are essential to the identifica-
tion of target customers; i.e. market segmentation and targeting. The final part (3.3) involves 
a review of literature dealing with aspects of music consumption, customer value within the 
online music market, and segmentation and targeting of online music consumers. 

 3.1 CUSTOMER VALUE

here is little doubt that customer value is a concept of central interest to 
researchers as well as marketing practitioners (cf. Cronin Jr., Brady, Brand, 
Hightower Jr., & Shemwell, 1997; Lai, 1995; Payne & Holt, 2001; Sinha 

& DeSarbo, 1998). Since Zeithaml (1988) wrote that “Strategies based on cus-
tomer value standards and perceptions will channel resources more effectively and 
will meet customer expectations better” (p. 18), it has become a “strategic impera-
tive” for firms (e.g. Sweeney, Soutar, & Johnson, 1999; Woodruff, 1997). In addi-
tion, as Flint, Woodruff, and Gardial (2002) note, the study of customer value has 
become important for understanding buyer behaviour, such as shopping and prod-
uct choice. The creation and delivery of customer value is now the core of mar-
keting, as defined by the American Marketing Association: “Marketing is an or-
ganizational function and a set of processes for creating, communicating, and deliv-
ering value to customers and for managing customer relationships in ways that 
benefit the organization and its stakeholders” (AMA, 2004). Perceived value also 
has been pointed out as a key determinant or driver of loyalty (Parasuraman & 
Grewal, 2000; Yang & Peterson, 2004), which in turn is vital for financial per-
formance (cf. Khalifa, 2004; Reichheld & Sasser Jr., 1990). Essentially, value is 
perceived and determined by the consumer (Khalifa, 2004; Vargo & Lusch, 2004). 
Therefore, firms can only offer value propositions (i.e. propose what they think the 
value is), while the customer determines what the value is to him or her (Vargo & 
Lusch, 2004). Naturally, this has important implications for issues such as pricing, 
as customers “buy on the basis of perceived value, not what it costs the seller to 
produce and have the product available for sale”(Monroe, 2003, p. 250). 

T
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Beyond these general considerations, the following section provides some defini-
tions of the customer value concept. 

3.1.1  Foundations and Definitions of Customer Value 

There are multiple uses of the term customer value (cf. Flint, et al., 2002; Huber, 
Herrmann, & Morgan, 2001; Lai, 1995; Payne & Holt, 2001). However, in the 
context discussed here, “customer value” is synonymous with what Payne and 
Holt (2001), among others, refer to as customer-perceived value, or just perceived value.
For practical purposes, all three terms (customer value, customer-perceived value, 
and perceived value) are used interchangeably in this thesis, just as they are in lit-
erature.

An early and widely cited definition of the concept is the one by Zeithaml (1988): 
“perceived value is the consumer’s overall assessment of the utility of a product 
based on perceptions of what is received and what is given” (p. 14). Though value 
at first glance may seem similar to quality, there are decisive differences between 
the concepts. According to Zeithaml (1988), value differs from quality in two 
ways: it is more individualistic and personal than quality and it involves a trade-off 
between “give and get” components. These “gives and gets” usually are termed 
benefits and sacrifices; i.e., some things that are received and some things that are 
endured. Furthermore, when discussing perceived value at a generic level, it might 
be confused with customer satisfaction (Sweeney & Soutar, 2001). A clear differ-
ence, however, is that while satisfaction can be evaluated only after purchase and 
use, consumers can perceive value at all stages of the purchase process (ibid.). 
Hence, “value perceptions can be generated without the product or service being 
bought or used” (Sweeney & Soutar, 2001, p. 206), as customers “may imagine 
what value they want (i.e. desired value)” (Woodruff, 1997, p. 141). Then, after 
purchase and use, perceptions of received value may lead to overall feelings of satis-
faction (ibid.).  

Commonly, customer value is defined as the trade-off between perceived benefits and 
perceived sacrifice (i.e. “get” and “give” components) (e.g. Chen & Dubinsky, 2003; 
Dev & Schultz, 2005; Jobber, 1998; Lai, 1995; Leszinski & Marn, 1997; Monroe, 
2003; Payne & Holt, 2001; Ravald & Grönroos, 1996), and may be generated be-
fore, during, or after purchase and use of a product or service (cf. Flint, et al., 
2002; Jensen, 2001; Sweeney & Soutar, 2001; Woodruff, 1997). Overall, value can 
be viewed in accordance with means-end theory, in which benefits and sacrifices 
are “types of consequences of product, service, or supplier use that occur in spe-
cific situations” (Flint, et al., 2002, p. 103). Essentially, the consumer will choose 
the product that offers the best value in terms of the best combination of benefits 
and sacrifice, or perhaps no product at all (Keeney, 1999). However, since value is 
perceived subjectively by customers, different segments are likely to perceive dif-
ferent values in the same product and an individual might evaluate the same prod-
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uct differently depending on the occasion (Ravald & Grönroos, 1996; Ulaga, 
2001). Also, the way in which the consumer makes the mental calculation (i.e. the 
trade-off) that results in the perceived level of value is an issue under debate. Some 
argue that this is done in a multiplicative or division way (i.e. value = bene-
fits/sacrifice, or value = benefits x 1/sacrifice), while others advocate that people 
are more likely to model the value trade-off cognitively as an additive function (i.e. 
value = benefits + sacrifice) (cf. Cronin Jr., et al., 1997; DeSarbo, et al., 2001). 
These matters are yet to be resolved.  

In a general sense, benefits can be defined as “less, or not, directly observable char-
acteristics of a product or brand. They can be a combination of several attributes 
and are the result of a consumer using the product” (Vriens & Ter Hofstede, 2000, 
p. 6); although, as already noted, consumers also form perceptions before use (cf. 
Sweeney & Soutar, 2001; Woodruff, 1997). Concrete product attributes can be de-
fined as “relatively directly observable physical characteristics of a product or ser-
vice” (Vriens & Ter Hofstede, 2000, p. 6), and allow customers to achieve certain 
consequences; i.e. benefits (Huber, et al., 2001; Vriens & Ter Hofstede, 2000). 
According to Woodruff (1997), “consumers think about products as bundles of 
specific attributes and attribute performances” (p. 142). As consumers usually 
search for benefits and perceive differences between products by looking at prod-
uct attributes (Datta, 1996), value should be analyzed such that the firm gets an 
understanding of which, and how, features that together produce benefits “to jus-
tify the price that reflects the value” (Smith & Nagle, 2002, p. 23). Such notions 
seems supported by Ravald and Grönroos’s (1996) definition of perceived benefits 
as “some combination of physical attributes, service attributes and technical support 
available in relation to the particular use of the product, as well as the purchase 
price and other indicators of perceived quality” (p. 22).  

In an e-commerce context, Jelassi and Enders (2005) provide a broader definition 
of the benefit concept (although they label it “consumer benefit”) as “all the char-
acteristics that an individual consumer values in a product” (p. 96). The character-
istics or attributes involved can be divided into tangible and intangible sources of 
benefits, all of which will be evaluated differently by different individuals, depend-
ing on personal preferences and the time and place of purchase (ibid.). Generally 
speaking, tangible benefits can be derived from the product (e.g., physical attrib-
utes) or an associated service (e.g., technical support and after-sales service, pur-
chase convenience and short ordering time), while intangible benefits may come 
from the corporate reputation, brand, and company image, brand name, or the 
relationship between customer and supplier (cf. Datta, 1996; Jelassi & Enders, 
2005; Jobber, 1998; Lai, 1995; Payne & Holt, 2001). Although benefits such as 
these may be intended by the company, consumers may not necessarily perceive or 
appreciate them. Benefits are delivered (or rather created) only when the consumer 
perceives, appreciates, and uses the product as intended by the firm (Lai, 1995). 
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The perceived sacrifice consists of the total costs associated with buying the product 
(Jobber, 1998; Payne & Holt, 2001). These do not include only the obvious 
monetary costs, such as purchase price and acquisition costs, but also costs for in-
stallation, transportation, order handling, repair, and maintenance (Monroe, 2003; 
Payne & Holt, 2001; Ravald & Grönroos, 1996). However, as regards price, it is 
not only a monetary sacrifice but may in some instances also contribute positively 
to customer value, as it could influence perceptions of quality (e.g. Monroe, 2003; 
Sweeney, et al., 1999; Zeithaml, 1988). In addition, perceived sacrifice can involve 
non-monetary costs in the form of time and effort involved in the purchase and 
the potential psychological cost of not making the right decision (Jobber, 1998; 
Lai, 1995; Spiteri & Dion, 2004). Sacrifice also may come in the form of different 
types of risk assumed by the consumer to be associated with the purchase or the 
product itself (Cronin Jr., et al., 1997; Flint, et al., 2002), such as risk of failure, 
poor performance, or poor after-sales service (Monroe, 2003; Payne & Holt, 2001; 
Ravald & Grönroos, 1996), or risk of being cheated, overcharged, or misled 
(Huber, et al., 2001; Lai, 1995). 

It is understood by the definition of customer value that the value perception can 
be increased either by decreasing the sacrifice or by increasing the benefits for the 
customer (i.e. adding something to the core product that the customer thinks is 
important, beneficial, and of unique value) (Ravald & Grönroos, 1996; Zeithaml, 
1988). If the company tries to increase the perceived benefits by adding more fea-
tures or services that are not driven by customer needs, the customer is likely to 
end up paying a higher price for these “extras”, which means that the perceived 
customer value really does not change (Ravald & Grönroos, 1996). It is therefore 
important to consider the sacrifice as well as the benefits. In fact, a reduction in 
sacrifice might be even more important to customers than an increase in benefits. 
Efforts to reduce the customer-perceived sacrifice may involve lowering the actual 
price or increasing the convenience of the purchase (e.g., by improving delivery or 
availability). Also, all routines that affect the customer can be improved so as to 
minimize customers’ non-monetary costs (e.g., time and effort) (ibid.). 

Though the interest in customer value has been substantial the last couple of dec-
ades (cf. DeSarbo, et al., 2001; Sweeney, et al., 1999), authors indicate that re-
search within the area is still in its early stages (cf. Flint, et al., 2002; Jensen, 2001; 
Parasuraman & Grewal, 2000). In fact, Lin, Sher, and Shih (2005) claim that the 
“literature is confusing and in some cases appears conceptually self-contradictory” 
(p. 319). The following sections look at empirical studies of the customer value 
construct11 and some related concepts.  

                                                          
11 A construct is “a higher level of abstraction that represents a latent variable” (Hair, et al., 2007, p. 
418). In this study, the term is used interchangeably with “concept”. 
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3.1.2  The Customer Value Construct  

Efforts toward model and scale development for measuring customer-perceived 
value (and how it relates to satisfaction, among other things) also have been done 
within business-to-business contexts (e.g. Eggert & Ulaga, 2002; Lapierre, 2000; 
Spiteri & Dion, 2004). However, as such models are not necessarily transferable to 
a consumer market (cf. Lai, 1995), the literature reviewed here is delimited to 
studies within consumer marketing (i.e. “B2C”) conditions. 

Unidimensional Measures and Antecedents of Customer Value 

Often, the customer value concept is operationalized as a unidimensional concept 
measured by one, two, or several variables intended to capture the trade-off be-
tween “give” and “get”. Single indicators of perceived value have been used in 
different contexts, such as supermarkets (Sirohi, McLaughlin, & Wittink, 1998), 
hotels (Hartline & Jones, 1996), telephone service (Bolton & Drew, 1991), or mul-
tiple services (Cronin Jr., et al., 1997; McDougall & Levesque, 2000). The latter, 
who used an item indicating whether the service provider “offered good value for 
money”, also acknowledge this measure as a possible limitation and call for further 
research to “ensure that this construct reflects the customer’s view of value” 
(McDougall & Levesque, 2000, p. 406). 

Several authors (e.g. Baker, Parasuraman, Grewal, & Voss, 2002; Sweeney, Soutar, 
& Johnson, 1997; Sweeney, et al., 1999) have used (completely or partially) a five-
item scale developed by Dodds et al. (1991), in which the customer is asked to 
consider whether the product in question is “good value for the money”, “eco-
nomical”, “a good buy”, has “acceptable” price, and “appears to be a bargain”. 
Grewal et al. (1998) extended this scale to include nine items and defined the value 
construct as perceived acquisition value, which they treated as separate from transac-
tion value, a concept focused on the satisfaction obtained from taking advantage of 
a price deal. Parasuraman and Grewal (2000) and Grewal et al. (2003) refer to two 
additional types of value: in-use value, which is derived from using the prod-
uct/service, and redemption value, which they define as the residual benefit (or price 
of the product) at the time of trade-in or the product’s end-of- life.  

When using unidimensional measures of value, benefits/sacrifices commonly are 
treated as antecedents to the value construct. Antecedents often have been studied in 
terms of two basic functions; quality and price (e.g. Dodds, et al., 1991; Grewal, et 
al., 1998; Suri, Long, & Monroe, 2003). Quite naturally, price usually is related 
negatively to perceived value. Buyers also make judgments about price fairness by 
comparing the actual price with some reference price, such as a previous price paid 
or an expected price (Monroe, 2003). If the price is judged as unfair, value percep-
tions likely are decreased, while a fair (advantageous) price reduces sacrifice percep-
tions, resulting in higher perceived value (ibid.). Furthermore, it has been argued 
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that service quality should be included as a benefit in addition to perceived product 
quality (Parasuraman & Grewal, 2000). This has been investigated empirically by 
e.g., Sweeney et al. (1997) and Sirohi et al. (1998); the latter also added percep-
tions of sales promotions and perceived value of competitor as value antecedents.  

In a service environment, Cronin et al. (2000) investigated the relationships be-
tween sacrifice (three items measuring price, time, and effort) and overall service 
value, as well as service quality performance  service value. While service quality 
had a strong positive relationship with value, sacrifice was not correlated signifi-
cantly with value in five of the six studied industries. This led the authors to con-
clude that “the value of a service product is largely defined by perceptions of qual-
ity” (ibid., p. 209), and that consumers seem to find service quality more important 
than costs. Similarly, Bolton and Drew (1991) found quality to be the most impor-
tant determinant of perceived service value, while Tam (2004) found negative, but 
low, correlations between monetary costs, as well as time costs and service value. 
Opposite results were obtained in a study of merchandise value (i.e. in retailing), in 
which Baker et al. (2002) found a very strong relationship ( =-.86/-.92) between 
perceived monetary cost and value in two part studies. It is notable, however, that 
the items used to measure these two constructs more or less mirrored each other, 
which probably contributed strongly to this extremely high correlation12. Con-
cerning non-monetary sacrifices, neither time/effort cost nor perceived psychic 
cost was correlated significantly with value in Baker et al.’s (2002) study. 

Sacrifices sometimes also have been excluded from models of customer value. In-
stead, other constructs that correlate positively with value have been included to-
gether with service quality, such as corporate image (Hsu, Chen, & Hsueh, 2006) 
or loyalty to service provider (Wakefield & Barnes, 1996). Netemeyer et al. (2004) 
even integrated perceived quality with “perceived value for the cost” in a unidi-
mensional measure of quality/value of a brand.

Sweeney et al. (1999) note that empirical models of value antecedents generally are 
limited to the time of purchase, and suggest that future expectations as well as cur-
rent perceptions of benefits and sacrifices also need to be considered (ibid.). Other 
authors also have pointed to the interdependence between pre-purchase expected or 
desired value and post-purchase perceived value (cf. Grewal, et al., 2003; Huber, et 
al., 2001; Jensen, 2001; Monroe, 2003). Ideally, the perceived and ex-
pected/desired value should be similar to each other (Grewal, et al., 2003; Huber, 
et al., 2001; Monroe, 2003). Building on such notions, Sweeney et al. (1999) argue 
that expected or pre-purchase perceived value can be conceptualized as “a consumer’s 
anticipation about the outcome of purchasing a product or service based on future 
                                                          
12 Monetary cost perceptions were measured by “expensive gifts” and “too much money”, while 
merchandise value perceptions were measured by “fair gift prices”, “good value”, and “economical 
gifts”, all on a seven-point agreement scale (Baker, et al., 2002).
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benefits and sacrifices” (p. 81, citing Spreng et al., 1993). Furthermore, Sweeney et 
al. (1999) added components of risk to a sacrifice construct. The authors define 
perceived risk as “the subjective expectation of a loss” (ibid., p. 81) and include 
financial and performance risk, which were regarded as interdependent and there-
fore treated as one component. After testing the model in both pre- and post-
purchase situations, Sweeney et al. (1999) conclude that the dominant antecedent 
of value perceptions was the perception of performance/financial risk, and that 
functional and technical service quality contributed primarily to perceived value by 
reducing perceived risk. Other authors have also used risk constructs as antecedents 
to unidimensional measures of value (e.g. Agarwal & Teas, 2004; Cronin Jr., et al., 
1997; Wood & Scheer, 1996). In Agarwal and Teas’s (2004) study, financial and 
performance risk were treated as separate constructs. They found that performance 
risk worked as a mediator between quality and value, while financial risk mediated 
the relationship between sacrifice and value. The correlations in both cases were 
significant and negative, as expected (ibid.).

As regards the value construct in an online setting, it has been argued that the 
Internet consumption environment leads to a change in perceived value, as well as 
in which factors influence value (cf. Chen & Dubinsky, 2003; Grewal, et al., 2003; 
Mathwick, Malhotra, & Rigdon, 2001). For example, the perceived risk may be 
greater due to privacy and security concerns (Grewal, et al., 2003). In a study of 
customer value of searching and purchasing online, Teo and Yeong (2003) used a 
unidimensional measure of perceived financial/performance risk as an antecedent 
to value, whereas the perceived benefits were focused on online search instead of 
being product-related. Chen and Dubinsky (2003) also measured perceived risk as 
an antecedent to perceived pre-purchase customer value, along with perceived 
product quality, valence of experience (e.g., ease of use and customer service), and 
product price. Somewhat surprisingly, they found no significant relation between 
perceived risk and customer value, a finding that they explain as possibly pertinent 
to product type (ibid.).

Multidimensional Measures of Customer Value 

According to some authors, the unidimensional operationalization of customer 
value is too simplistic (cf. Bolton & Drew, 1991; Jensen, 2001; Sinha & DeSarbo, 
1998; Sweeney & Soutar, 2001). Moreover, while unidimensional measures of 
perceived value are useful in a theorized framework, it also can be argued that such 
measures merely give information about how well the firm or product is rated for 
value, rather than provide input as to how value can be improved (Petrick, 2002, 
p. 122). Sinha and DeSarbo (1998) assert that, “Perceived value is clearly a multi-
dimensional construct derived from perceptions of price, quality, quantity, benefits, 
and sacrifice, and whose dimensionality must be investigated and established for a 
given product category” (p. 237).  
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Therefore, a number of studies incorporating benefits and sacrifices as dimensions,
rather than antecedents, have been conducted during the last decade. Sweeney and 
Soutar (2001) developed a multidimensional value construct consisting of Func-
tional value/quality, Functional value/price (value for money), Emotional value, 
and Social value. It is notable that items such as “this product offers value for 
money” and “is a good product for the price”, which in some studies have been 
used as single-item or unidimensional measures of perceived value, clearly fell into 
the price dimension in the factor analysis, as well as in the questionnaire pre-test 
(ibid.). Furthermore, Petrick (2002) presents a framework in which perceived 
value of a service is conceptualized as a result of perceptions of service quality, pur-
chase of a service, and service experience. Thus, the five-factor scale proposed by 
Petrick (2002), including Quality, Emotional response, Monetary price, Behav-
ioural price, and Reputation, measures perceived value after purchasing and experi-
encing a service.

Taking a different approach, Mathwick et al. (2001) focused on experiential value 
and developed a scale comprised of Service excellence and three second-order 
constructs: Aesthetics (including the dimensions Visual appeal and Entertainment), 
Playfulness (reflected by Escapism and Enjoyment), and Customer ROI, which 
was reflected by an Efficiency and an Economic value dimension. After testing the 
scale on one sample of catalogue shoppers and one sample of Internet shoppers, 
Mathwick et al. (2001) conclude that there are differences among buyers in these 
two channels in terms of the relative importance of the dimensions. While only the 
Customer ROI dimension was related significantly with preference for the specific 
retailer in the Internet sample, the catalogue shoppers seemed to rely on a broader 
range of value dimensions (ibid.).

Building on the notion that online shoppers derive value by maximizing benefits 
and minimizing risks, Forsythe et al. (2006) developed a multidimensional scale 
with four benefit components (Shopping convenience, Product selection, Ease of 
shopping, Hedonic) and three risk components (Financial, Product, and Time 
risk). As the scale measured benefits and risks of Internet as a shopping medium, 
rather than a specific product, they found that the perceived benefits indeed were 
correlated positively with perceptions of the Internet (such as ease of use) and con-
sumers’ current online visiting and purchasing behaviour, while the perceived risks 
were correlated negatively to most of these factors (ibid.).  

In a different vein, Heinonen (2006) proposed a multidimensional e-service value 
construct based on an exploratory qualitative study. Her model takes into account 
temporal and spatial dimensions of value, with a temporal value component com-
prised of temporal benefits (e.g., time optimization) and sacrifice (e.g., temporal 
restrictions), and spatial benefits (e.g., spatial convenience) and sacrifice (e.g., 
physical interface) forming a spatial value component (ibid.). According to Hei-
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nonen’s (2006) research model, e-service value is conceptualized as a fourth-order 
latent construct, formed by temporal, technical, functional, and spatial value. 
Therefore, testing the model quantitatively seems challenging.  

Other methods13 that have been employed to assess customer value include con-
joint analysis (Ostrom & Iacobucci, 1995) and multidimensional scaling (Sinha & 
DeSarbo, 1998). The latter study involved a simultaneous segmentation and as-
sessment of value perceptions of cars, resulting in two dimensions that were quite 
similar to a benefit and a sacrifice dimension. In Ostrom and Iacobucci’s (1995) 
study, subjects were asked to rank-order 16 different alternatives (e.g., hotels) in 
terms of either value, satisfaction, or purchase intention. All alternatives had differ-
ent combinations of price, quality, friendliness, and customization. The results in-
dicated that consumers’ value judgments were similar to purchase intentions when 
customization of service was considered, and similar to satisfaction regarding 
friendliness of service personnel. However, even though the authors suggest that 
judgments are “partly a function of or a trade-off between both costs and benefits” 
(p. 25), no significant differences for price and quality judgments were found be-
tween the conditions of value, satisfaction, and purchase intention (ibid.).  

Customer Value as a Formative Construct 

While the treatment of customer value as a multidimensional construct reflected by 
a number of benefits and sacrifices might be more sophisticated than a unidimen-
sional “value for money” construct (cf. Sweeney & Soutar, 2001), some authors 
have argued recently that both of these types of operationalization are too simplis-
tic or even incorrect. Instead, Lin et al. (2005) and Roig et al. (2006) state that 
benefits and sacrifices components should be viewed as defining characteristics of 
the customer value construct, rather than manifestations of it. Therefore, they ad-
vocate that customer value should be treated as a second-order multidimensional 
formative construct. This means that changes in perceptions at the level of indica-
tors (i.e. benefits or sacrifices) will result in changes in overall customer value, but 
not necessarily the other way around (Lin, et al., 2005; Roig, et al., 2006). Similar 
arguments were made by Rossiter (2002) regarding service quality (though he uses 
the term “formed attribute” instead of formative construct). He states that there is 
nothing in the service that “causes” reliability, assurance, and so on; instead, these 
components cause the judgment of overall service quality (ibid.). 

To prove such propositions, Lin et al. (2005) tested a formative structural model of 
customer-perceived value, using a convenience sample of 356 Taiwanese online 
shoppers who were asked to consider their most recent online purchase. Five indi-
cators of perceived value were used: Monetary sacrifice, web site design, Fulfil-

                                                          
13 The most commonly used methods in customer value studies seem to be structural equation 
modelling and multiple regression. 
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ment/Reliability, Security/Privacy, and Customer service. The authors ran their 
model using the AMOS software for structural equation modelling, and compared 
the result with two other models using the same data. One was a reflective model 
in which perceived value was a second-order latent construct, and one model in-
cluded a unidimensional, first-order value construct with reflective bene-
fits/sacrifices components as antecedents (ibid.). As the model fit deteriorated when 
the structural path coefficients of the five value components were constrained on 
the reflective and the reflective/unidimensional model, Lin et al (2005) conclude 
that “differences in parameter estimates were a result of different conceptualization 
methods of the perceived value construct” (p. 330). However, Chin (1998) points 
out that SEM analysis with software such as AMOS or LISREL is based on the 
assumption that the indicators used to measure a construct are reflective in nature. 
Therefore, even if the model achieves good measures of fit, it is “a common and 
serious mistake” (Chin, 1998, p. ix) to apply formative indicators in such analyses. 
On the other hand, Diamantopoulos and Winklhofer (2001) argue that “formative 
indicators can be accommodated within a conventional covariance structure 
framework” (p. 274), but they also add that Partial Least Squares (PLS) is an alter-
native when formative measurement models are used. 

In fact, Roig et al. (2006) also used conventional SEM modelling for their forma-
tive model, which included six emotional/affective and functional dimensions of 
perceived value of a purchase in the banking sector. After performing confirmatory 
factor analysis in LISREL on all dimensions, Roig et al. (2006) conclude that their 
hypothesized multidimensional formative model can be ratified. As goodness of fit 
statistics cannot be achieved for a formative scale, the authors added a dependent 
variable in the form of a single-item measure of “overall perceived value” (ibid.). 
While this model achieved adequate fit and explained 63 percent of the variance in 
overall perceived value, the standardized regression weights ( ) of the value dimen-
sions to the overall perceived value item ranged from very small (.07) to moderate 
(.26) (cf. Roig, et al., 2006). In addition, following Chin’s (1998) argument, the 
results probably should be viewed with caution due to the use of LISREL to test a 
formative model. 

Regardless of how customer value construct has been operationalized, research 
models generally include some type of “outcome” construct(s) to indicate the po-
tential influence of customer value on some important dimensions. Such outcomes 
are discussed next. 



CUSTOMER VALUE AND TARGET GROUPS

31

3.1.3  Outcomes of Customer Value 

Outcomes in models of customer value usually are focused on one of two areas: 
behavioural intentions (most often the intention to purchase) and satisfaction.

A positive correlation between customer value and purchase intentions was found 
unanimously in the reviewed studies in which this link is tested. In e-commerce 
settings, this has been studied by Chen and Dubinsky (2003), Forsythe et al. 
(2006), and Teo and Yeong (2003), all of whom found a positive relationship. One 
often cited study is that of Dodds et al. (1991), who established a correlation be-
tween a unidimensional measure of perceived value and willingness to buy (analo-
gous with purchase intention). The latter was measured with five similar items 
indicating the likelihood that the consumer intends to buy the product (ibid.). 
Somewhat shorter versions of the same scale were used later by Sweeney et al. 
(1997) and Grewal et al. (1998), who also found a strong correlation between the 
two constructs.

Sweeney et al. (1999), as well as Wood and Scheer (1996), explicitly viewed per-
ceived value as a mediating variable between different benefits/sacrifices constructs 
and willingness to buy. Accordingly, Sweeney et al. (1999) state that perceived 
value worked as a mediator between quality and willingness to buy, whereas 
Wood and Scheer (1996) conclude that purchase intention is “driven by the per-
ceived risk associated with the purchase as well as the overall cost/benefit tradeoff 
represented by Overall deal evaluation” [i.e. perceived value] (p. 401).  

In a comparison of models, Cronin et al. (1997) tested a “value added” model, 
including service quality and sacrifice as well as a direct measure of perceived 
value, and a “basic” model, including only the service quality and sacrifice con-
structs as predictors of purchase intention. They found that adding a direct measure 
of value significantly increased the variance explained in purchase intention (ibid.). 
A similar result was obtained by Sweeney and Soutar (2001), who tested the crite-
rion validity of their multidimensional value scale through regression on purchase 
intention as well as willingness to recommend the product, and not expecting problems
with the product. The results of this analysis showed that all four value dimensions 
(quality, price, emotional, and social value) had significant influence on the tested 
outcome variables, with the quality and emotional value dimensions being most 
important. Moreover, when using only a single “value for money” item as predic-
tor, less than half as much variance was explained compared with using the four 
value dimensions in combination (ibid.).  

Related to purchase intention but rarely used as an outcome measure is willingness
to pay a price premium, which indicates the consumer’s willingness to pay more for a 
preferred brand (Netemeyer, et al., 2004). This was found to be quite highly cor-
related with perceptions of quality and value of a brand (ibid.). 
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Looking at further outcome measures, several studies have focused on the suppos-
edly positive relationship between value and satisfaction, particularly in a service 
context (cf. Cronin Jr., et al., 2000). However, Petrick (2002) points out that cus-
tomer satisfaction is not necessarily a result of good perceived value. For example, 
if the cost of obtaining a particular product is too high, a consumer can perceive it 
to be of poor value even though he/she is very satisfied with the product (ibid.). 
Still, McDougall and Levesque (2000), as well as Hsu et al. (2006), found a signifi-
cant relationship between perceived value and satisfaction for different services, 
though the strength of relationship differed among the services in the case of 
McDougall and Levesque. In both of these studies, loyalty was treated as an out-
come of satisfaction (Hsu, et al., 2006; McDougall & Levesque, 2000), but per-
ceived value also has been pointed out as a key determinant or driver of loyalty 
(Parasuraman & Grewal, 2000; Yang & Peterson, 2004).

For the customer value models tested by Lin et al. (2005) and Tam (2004), per-
ceived value was correlated positively with satisfaction as well as behavioural inten-
tions in terms of repatronage and positive word-of-mouth (WOM). In both cases, per-
ceived value had a stronger correlation with these constructs than did satisfaction. 
Moreover, in Tam’s (2004) study, perceived value had a much stronger impact on 
repatronage/WOM ( =.63) than on satisfaction ( =.21). Value also can exert an 
indirect effect on behavioural intentions via satisfaction, as suggested by Cronin et 
al. (2000) and Tam (2004).

Other studies have found only low correlations between perceived value and repa-
tronage intentions (Sirohi, et al., 1998; Wakefield & Barnes, 1996). However, 
when Sirohi et al. (1998) compared their model between two subsamples based on 
high vs. low competitor attractiveness, the path coefficient ( ) of the relationship 
was .45 in the “high attractiveness” sample, while perceived value had no signifi-
cant effect on behavioural intentions in the “low attractiveness” sample. This im-
plies that the relationship was moderated by the attractiveness of competitors such 
that when customers shop at their preferred store, and there are no attractive com-
petitors, there is no need to improve their value perceptions as this will not affect 
their behavioural intentions (ibid.). 

A combination of willingness to recommend and purchase intention in one “store 
patronage intentions” construct, to which perceived value was correlated signifi-
cantly, was used by Baker et al. (2002). However, the strength of the relationship 
differed in their two studies, with the path coefficient changing from .27 in the 
first study to .60 in the replication. The authors suggest that this difference might 
be due to unmeasured respondent attributes, and call for further research to iden-
tify such attributes and to examine differences between customer segments (ibid.). 
Attributes or characteristics of consumers that may influence customer value or the 
relationships between involved constructs are discussed in the following section.
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 3.1.4  Individual Characteristics Influencing Customer Value 

Several researchers have suggested that customer value is influenced by individual 
characteristics of consumers. This may include factors such as their personality and 
attitude; knowledge and experience; specific characteristics related to online shop-
ping; and personal values or demographic characteristics, such as age, education 
and income (Grewal, et al., 2003; Huber, et al., 2001; Lai, 1995). Monroe (2003) 
asserts that behavioural characteristics of customers affect which benefits they want 
and how important these benefits are, as well as their willingness to pay for them. 

Among those who have included individual characteristics in their studies, Bolton 
and Drew (1991) found that customers’ personal characteristics are important when 
they assess value, but not when assessing service quality. Therefore, they conclude 
that “perceived value seems to be a ‘richer’, more comprehensive measure of cus-
tomers’ overall evaluation of a service than service quality” (p. 383). Customer 
characteristics in their study of perceived value of telephone services included, 
among other things, age, usage rate, and household size (ibid.). In a more recent 
study of perceived value and satisfaction, Hsu et al. (2006) compared a model be-
tween female and male bank customers and found significant differences in all 
measured relationships except one. Among other things, men seemed to perceive 
product and service quality as more important in their value assessments than 
women did. Value also was more strongly related with satisfaction for men than for 
women (ibid.).

Calls for studies adding customer characteristics to the picture have come from 
several researchers. For example, Grewal et al. (1998), who studied customer value 
in a price-comparison advertisement framework, suggest that their model should 
be tested on different segments of buyers in terms of, e.g., value consciousness. 
Furthermore, they add that it “would be useful to look at the individual character-
istics of subjects more closely and assess such variables as involvement, price con-
sciousness, knowledge, and inclination to take risks” (ibid., p. 57). In addition, 
based on a study of relationships between service value, quality, satisfaction and 
behavioural intentions, Cronin et al. (2000) suggest further research into the influ-
ence of individual consumer characteristics. Specifically, they point to the “possible 
moderating effects of such individual characteristics as risk aversion, involvement, 
and product category experience/expertise” (ibid., p. 211) as areas for future re-
search. The potential influence of risk perceptions also is acknowledged by 
Sweeney et al. (1999), who suggest that there is a “need for segmentation studies 
to identify the potential for different model solutions” (p. 101). 

Indeed, the connection to segmentation has been proposed repeatedly. It has been 
suggested that the customer understanding gained from assessing perceived value 
could be used to adapt products to satisfy needs, tastes, and expectations of different 
market segments (Bolton & Drew, 1991; Butz Jr. & Goodstein, 1996). Chen and 
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Dubinsky (2003) draw a similar conclusion concerning online consumers and sug-
gest that, as individuals differ in what benefits they seek, firms should use different 
strategies for customer value according to their target market. Quite naturally, lim-
ited resources are better used if the firm focuses its marketing efforts by responding 
to already existing demand in market segments identified, not imposed, by the firm 
(Dibb, 1998; Fennell & Allenby, 2004). Hence, in order to identify the customers 
to which value should be offered, firms use target marketing. Concepts and strategies 
underlying this approach are discussed in the following sections. 

 3.2 IDENTIFYING TARGET CUSTOMERS 

arget marketing is defined by Kotler et al. (2001) as “directing a company’s 
effort towards serving one or more groups of customers sharing common 
needs and characteristics” (p. 314), while Wright and Esslemont (1994) 

summarize the principles of target marketing as “to identify the major market seg-
ments, target one or more of these segments, and tailor the marketing effort to-
wards each particular segment” (p. 15). The underlying assumption is that large, 
heterogeneous markets can be divided into smaller, more homogeneous groups 
(i.e. segments) of customers with similar preferences and buying behaviour, which 
then can be reached with products that match their needs closer (Dibb, 2001; Kot-
ler, et al., 2001; Smith, 1956). In contrast, mass marketing involves using basically 
the same marketing mix for all consumers (Kotler, et al., 2001). Hence, while it 
often is difficult to succeed with mass marketing today when customer needs are 
increasingly diverse and markets consist of numerous smaller segments, target mar-
keting makes it easier for firms to respond to these different needs and to focus 
resources on the most attractive group, or groups, on the market (Dibb, 1998; 
2001; Kangis & Rankin, 1996; Kara & Kaynak, 1997; Kotler, et al., 2001; Sivadas, 
Grewal, & Kellaris, 1998). In fact, for most firms, “locating and specifically target-
ing unique market segments” even could be “a necessity in today’s competitive 
marketplace” (Neal, 2005, p. 1).  

Though the ideal situation (for customers) may be that the firm designs separate 
marketing programmes for each potential customer, such individual segmentation 
usually is not feasible for companies serving large numbers of smaller buyers 
(Kotler, et al., 2001); i.e. most B2C firms. Firms therefore turn to different levels 
of market segmentation to find broader classes of buyers (ibid.). Niche and micro 
marketing, which are used to reach more narrowly defined groups of consumers, 
have evolved as alternatives to the “traditional” segment marketing, stimulated by 
the search for new ways to deal with consumers’ changing characteristics and the 
fragmented markets (Kara & Kaynak, 1997; Kotler, et al., 2001). However, the 
idea behind all approaches is basically the same; that is, “to create more effective 
and efficient ways of reaching individual consumers in order to satisfy their unique 
needs and wants in the best way” (Kara & Kaynak, 1997, p. 874).

T
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 3.2.1  Definitions of Segmentation

Market segmentation is defined by the American Marketing Association as “The 
process of subdividing a market into distinct subsets of customers that behave in 
the same way or have similar needs” (AMA, 2005a). In more specific terms, Hoek, 
Gendall, and Esslemont (1996) refer to segmentation as “the process by which 
marketers ‘understand’ a market, having collected and then analyzed several vari-
ables using sophisticated multi-variate techniques. Using this understanding, they 
divide a market into distinct groups in the belief that developing different offerings 
for some or all of these groups will increase profitability” (p. 25). Hence, a market
segment is “a group of individuals, groups or organisations sharing one or more 
similar characteristics that cause them to have relatively similar product needs and 
buying characteristics” (Dibb, Simkin, Pride, & Ferrell, 2005, p. 223). According 
to Neal (2005), market segments usually are developed for each product category 
and/or broad geographic market.  

From an economics perspective, a market is a collection of buyers and sellers con-
ducting transactions in a specific product or product class (Kotler, 2000). However, 
the dominating view of the market within the marketing discipline is demand ori-
ented (Datta, 1996), with sellers constituting the industry, while the market con-
sists of various groupings of customers (Kotler, 2000). Dibb et al. (2005) define 
market as “a group of people who, as consumers or as part of organisations, need 
and have the ability, willingness and authority to purchase products in a product 
class” (p. 222). Since consumers are our focus of interest in this thesis, it also is 
appropriate to define what we mean by consumer market. Again, a definition by 
Dibb et al. (2005) is used: “A consumer market consists of purchasers and/or indi-
viduals in their households who personally consume or benefit from the purchased 
products and who do not buy products primarily to make a profit” (p. 222). 

Burkart and McCourt (2004) point out that consumer audiences are changing con-
stantly and therefore are never fully captured. Thus, they are “pursued through 
accumulating more information” (ibid., p. 355). Now, as a result of consumers’ 
increased Internet usage and the possibilities to store and manipulate detailed cus-
tomer data, the way in which segments are determined and managed is changing 
(Dibb, 2001). Such issues are discussed next.  

3.2.2  Issues Related to Segmentation of Online Consumers  

Sivadas, Grewal and Kellaris (1998), as well as Dibb (2001), point to a general 
trend toward increasingly complex and refined segmentation and targeting of nar-
row segments, a development driven by increased competition and facilitated by 
the capacity of technology to handle large amounts of data. However, Bickert 
(1997) and Burkart and McCourt (2004) also observe some difficult issues related 
to individual privacy that must be considered when introducing new online seg-
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mentation and personalization systems. It is possible that the most useful, reliable, 
and explanatory information turns out to be too costly to obtain, or too sensitive, 
so that consumers are not willing to provide it (Bickert, 1997). Therefore, these 
technologies should be evaluated in light of potential costs of privacy violations 
(Burkart & McCourt, 2004). 

Considering the sources available for gathering information about online consum-
ers, Sen et al. (1998) distinguish between three main sources: automatically re-
corded data from web site logfiles; secondary data from publicly available sources; 
and data elicited from web site visitors. Through automatically recorded data from 
logfiles, a significant extent of the information needs about visitors’ behavioural 
patterns at the web site can be satisfied (Sen, et al., 1998). Such information in-
cludes, for example, pages viewed and/or searches conducted on the web site, as 
well as performance in terms of unique visitors, prospects converted to buyers, 
repeat buyers, etc. (Iyer, Miyazaki, Grewal, & Giordano, 2002). This behavioural 
information is useful for the design of marketing strategies, as well as for customi-
zation of site content to target customers (Iyer, et al., 2002; Sen, et al., 1998). Fur-
ther analysis of automatically recorded data, such as past sales and customer behav-
iour data, also can be used to predict user or buyer behaviour (Iyer, et al., 2002). 

However, while the data available in web logfiles can contribute a major part of 
firms’ information needs for behavioural segmentation, most of the broader type of 
information required for demographic, geographic, psychographic, and benefit 
segmentation has to be elicited from visitors (Sen, et al., 1998). For example, informa-
tion such as family income or why the customer decides to purchase a product 
cannot be tracked automatically, but has to be asked for. Elicited data can be gath-
ered by registering visitors, conducting traditional marketing research, such as focus 
groups, surveys or interviews, or by collecting data from web site traffic auditors 
and information brokers (ibid.).  

According to Dibb (2001), “database improvements are allowing access to a wider 
range of segmentation variables than ever before” (p. 194). Available technology 
facilitates segmentation based on such product-related factors as benefits and prod-
uct usage patterns — but it also means that firms have to manage larger amounts of 
information than ever (Dibb, 2001). The upside, however, is the cost advantages of 
web-based segmentation as compared to traditional methods of segmentation, es-
pecially when it comes to identifying and targeting small segments (Iyer, et al., 
2002). With the possibilities of collecting data online in mind, we will turn our 
attention to studies pertaining to variables for segmentation of Internet consumers. 
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3.2.3  Segmentation Variables 

Segmentation variables (or segmentation bases) for consumer markets can be defined as 
the dimensions or characteristics of individuals that are used to divide a total mar-
ket into segments (Dibb, et al., 2005). This can be done in many different ways, 
with segmentation variables used alone or in combination (Jelassi & Enders, 2005; 
Kotler, et al., 2001). There is no single approach that can be used universally for 
any market or purpose (Datta, 1996; Young, Ott, & Feigin, 1978), but the choice 
of which variables to use, and how many, depends on such factors as the specific 
objectives of the segmentation effort (Myers, 1996); the firm’s resources, capabili-
ties, and creativity; and the prospects’ needs, uses, or behaviour related to the 
product (Dibb, et al., 2005). In general, using several variables (i.e. multivariable
segmentation) increases the number of identified segments, which can reduce the 
sales potential of many of the segments and increase complexity in managing the 
proliferation of segments. Thus, it is important to consider whether adding more 
variables to the segmentation will improve the results (ibid.).  

Major bases from which companies choose when segmenting a consumer market 
generally include the following, presented in Table 3.1 below. 

Table 3.1: Main Groups of Segmentation Variables 
Variables Description 

Geographic  Based on different geographic units such as countries, regions, states, 
cities, neighbourhoods, population density, climate, etc. 

Demographic and 
socio-economic 

Based on personal attributes of population groups, such as age, gender, 
income, family size, family life-cycle (e.g., young single, married with 
children), occupation, education, religion, ethnicity, etc.  

Psychographic  Based on personality issues such as lifestyle, attitudes, personality type, 
personal interests, or motives for purchase or consumption. Different 
typologies can be used to identify lifestyle segments. 

Behavioural  Based on customers’ knowledge, attitudes, responses to, or use of, a prod-
uct. This can be done according to usage occasions, usage rates (e.g., light 
or heavy user), user status (e.g., potential or regular user), brand loyalty, 
media and channel usage, reaction to marketing factors, or benefits 
sought.

Price sensitivity/ 
Willingness to pay 

Results of price research. 

Sources: Extracted from Anderson (2003); Dibb and Simkin (1996); Dibb et al. (2005); Jelassi and 
Enders (2005); Kotler et al. (2001) 

Geographic, Demographic and Socio-Economic Variables 

The logic behind using geographic variables for segmentation is that needs of con-
sumers may be affected by e.g., local climate, terrain, natural resources, and popu-
lation density (Dibb, et al., 2005). The size of cities also can be important in seg-
mentation as a too small population base may result in unprofitable business for 
some firms. A variant of geographic segmentation is the use of geodemographic bases, 
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in which people are clustered according to postcode areas and census data (ibid.); 
that is, a kind of combination of geography and demographics. According to Dibb 
et al. (2005), the idea of using such data is that prospects living in different 
neighbourhoods have different profiles in terms of socio-economics, culture, and 
lifestyle, variables about which there is information in census data. However, be-
cause of the Internet, geographical boundaries are weaker than ever (Bhatnagar & 
Ghose, 2004a). Using geography as a link between marketer and consumer there-
fore can be regarded as meaningless (Bickert, 1997). On the web, domains and 
individuals are more relevant for segmentation than ZIP codes and households 
(ibid.).

Demographic bases are used widely because they are easy to measure and, according 
to some authors (e.g. Dibb, et al., 2005; Kotler, et al., 2001), often correspond well 
with consumer needs and usage rates. In contrast, some authors (e.g. Aldridge, 
Forcht, & Pierson, 1997; Bhatnagar & Ghose, 2004a; Haley, 1968) indicate that 
demographic variables generally are poor predictors of consumer behaviour — 
especially in an Internet environment — and therefore not the most suitable base 
for segmentation. Solomon et al. (1999) warn against using only demographics as 
predictors of consumer tastes, since new segments have shown to “borrow behav-
ioural patterns and fashions across formerly more significant borders” (p. 12). De-
spite these limitations, demographic variables need to be assessed even when seg-
ments are defined on other bases, in order to estimate the size of the target market 
and to reach it efficiently (Kotler, et al., 2001).

Moreover, some authors still find demographic-type variables relevant for Internet 
segmentation. For example, Teo (2001) suggests that males are more likely to en-
gage in downloading and online purchasing than females, and Sorce et al. (2005) 
found age differences in online search and purchasing behaviour. Furthermore, 
Iyer et al. (2002) note that since user-elicited data collected from, e.g., online 
forms may contain fairly detailed information on location and other buyer charac-
teristics, such data can be used for demographic segmentation and eventually a 
more precise demographic targeting. Whereas Internet-related demographic char-
acteristics (“webographics”) may be better predictors of online purchase behaviour 
than traditional demographic and socio-economic descriptors, they may not be 
sufficient as stand-alone segmentation variables, since individuals differ in many 
other ways that might be more important (Brengman, Geuens, Weijters, Smith, & 
Swinyard, 2005). These differences perhaps could be better captured by using dif-
ferent forms of psychographic segmentation of Internet users and shoppers.

Psychographic Variables 
Personality type (or characteristics) is a psychographic variable that can be useful if 
the product is similar to competing products and when the needs of consumers are 
less affected by other types of variables (Dibb, et al., 2005). However, for segmen-
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tation purposes, there seem to be weak relationships between personality and 
product use and behaviour, something that probably can be explained by the diffi-
culty in measuring personality traits (Dibb, et al., 2005; Hooley, Saunders, & 
Piercy, 1998). Similarly, measurement problems and unproven relationships to 
consumer needs also complicate the use of lifestyle (i.e. how consumers live and 
spend their time in terms of activities, interaction with others, and opinions) as a 
segmentation base (Dibb, et al., 2005; Hooley, et al., 1998). Dibb et al. (2005), as 
well as Hooley et al. (1998), suggest that psychographics can be used to increase 
the understanding of segments that are defined based on other variables.

Lifestyle segmentation in e-commerce contexts has been studied by Brengman et 
al. (2005) and Swinyard and Smith (2003); both reached similar results. After di-
viding their sample into online shoppers and non-shoppers, Swinyard and Smith 
(2003) used cluster analysis to segment the respective groups, which resulted in 
four segments in each group. They found that online shoppers differ substantially 
from online non-shoppers, in that the former are “younger, wealthier, better edu-
cated, have higher computer literacy, spend more time on their computer, spend 
more time on the Internet, find on-line shopping to be easier and more entertain-
ing, and are less fearful about financial loss resulting from on-line transactions” 
(Swinyard & Smith, 2003, p. 594). The authors suggest further that a significant 
reason why people choose not to shop online is fear, connected primarily to sub-
mitting one’s credit card number online (ibid.). Swinyard and Smith (2003) also 
point out that since different segments can be discerned among online non-
shoppers as well as online shoppers, the differences and unique perceptions of each 
segment must be recognized in order for marketers to address them properly. 

Lifestyle variables aside, it is important for marketers to have an understanding of 
consumers’ Internet usage so that the site can be tailored better to target customers’ 
needs (Sen, et al., 1998). Web-specific behavioural variables can indicate differ-
ences among visitors based on factors such as usage occasions, interest, buyer-
readiness stage, ease of use, or competitive brands considered (ibid.). Some studies 
dealing with such behavioural variables are reviewed in the following section. 

Behavioural Variables 

With behavioural segmentation variables, markets are segmented based on some 
aspect of consumers’ behaviour toward the product (Dibb, et al., 2005). According 
to Kotler et al. (2001), behavioural variables often are believed to provide the best 
starting point to develop market segments. There are many ways of approaching 
behavioural segmentation variables. Datta (1996) means that the aim of market 
segmentation in general is to understand “customer behaviour and the benefits — 
or quality — they seek from different products” (ibid., p. 798), and that product 
attributes therefore need to be part of segmentation analysis. As noted in section 
3.1.1, consumers usually search for benefits and perceive differences among prod-
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ucts by looking at product attributes (Datta, 1996). Moreover, attributes can form 
the basis for differentiation among competitors (ibid.). 

With respect to the somewhat difficult-to-define difference between product at-
tributes and benefits, the discussion now will turn to benefit segmentation (benefits
sought), which is perhaps the most commonly used among the different behavioural 
variables, along with product usage (Strauss & Frost, 1999; Wong, Chan, & Leung, 
2005). Benefit segmentation rests on the notion that “benefits which people are 
seeking in consuming a given product are the basic reasons for the existence of true 
market segments” (Haley, 1968, p. 31). Vriens (2003) suggests that benefits sought 
remain more stable over time than attributes, and that they can give an indication 
of why certain attributes are important (ibid.). The originator of benefit segmenta-
tion, Russell Haley (1968; 1995), asserts that since this form of segmentation relies 
on causal rather than descriptive factors, it predicts consumer buying behaviour 
much more accurately than demographics or current consumption volume. Benefit 
segmentation also has been pointed out as usually being “the most meaningful type 
to use from a marketing standpoint” (Young, et al., 1978, p. 406). Due to the em-
phasis that these and other authors (e.g. Aldridge, et al., 1997; Dibb & Simkin, 
1996; Wind, 1978; Vriens & Ter Hofstede, 2000; Wu, 2001) place on benefit 
segmentation, and the centrality of benefits in the customer value concept, this 
variable receives more attention in this chapter than other segmentation bases.  

Once segments with different configurations of benefits sought are identified, the 
marketer can obtain a deeper understanding of the consumers in each segment by 
looking at their demography, consumption volume, brand perceptions, personality, 
media habits, etc. (Haley, 1968; 1995). Dubow (1992) distinguishes between two 
main forms of benefit segmentation: user-based and occasion-based. In the user-based 
approach, segments are developed on the basis of consumers (i.e. users), while the 
unit of analysis in the occasion-based approach is not people but the actual con-
sumption occasions. Similar to the occasion-based approach is the person-situation
variant of benefit segmentation, advocated by Dickson (1982). Here, both the per-
son and the characteristics of the usage situations are taken into account. Dickson’s 
approach is supported by Datta (1996), who suggests that a combination of product 
benefits, person, and situation provide the most useful and actionable bases for 
market segmentation. Furthermore, several authors point to the fact that customer
value can be used for market segmentation (e.g. Monroe, 2003; Teo & Yeong, 
2003; Zeithaml, 1988), which implies that perceived sacrifice can be used as a vari-
able in conjunction with benefits.

However, there might be some situations in which benefit segmentation is less 
relevant, for example when marketing activities are based primarily on price levels, 
or when the style or appearance (i.e. fashion appeal) of the product is the most 
important success criterion (Young, et al., 1978). Another potential problem stems 
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from the difficulty in distinguishing between product attributes and “true” under-
lying benefits sought; i.e. it often is not very clear what should be considered a 
benefit (Botschen, Thelen, & Pieters, 1999). Therefore, benefit segmentation stud-
ies frequently treat attributes as if they are interchangeable with benefits, and most 
companies prefer to work with attribute-based segmentation as it is perceived to be 
more operational and easier to use than “true” benefits sought. Although certain 
product attributes may be preferred or sought by customers, they do not really 
explain for what reasons the product is bought, i.e. which type of problem solution 
(benefit sought) the customer gets from a specific combination of attributes (ibid.). 
Some authors (Botschen, et al., 1999; Huber, et al., 2001; Vriens & Ter Hofstede, 
2000) therefore suggest means-end theory as a way of discerning between levels of 
attributes and benefits. Based on the different levels within means-end chains, dif-
ferent types of segments can be developed, either on the attribute level (concrete 
and/or abstract attributes); on the “true” benefit level (consequences of consuming 
the product); or on the value level (personal values; i.e. beliefs and goals) (Botschen, 
et al., 1999; Huber, et al., 2001). Of these three, Botschen et al. (1999) point to 
the “true” benefit-level as the most promising for segmentation, since this repre-
sents the central reason (i.e. consequences/benefits) why consumers choose a par-
ticular product. 

Empirical studies in which benefit segmentation was employed in a B2C e-
commerce context have been made by Wu (2001) in Taiwan and Bhatnagar and 
Ghose (2004a) in the US. Both studies resulted in three segments of Internet us-
ers/shoppers placing somewhat different importance on different benefits. For 
Bhatnagar and Ghose (2004a), all three segments found the most important benefit 
of online shopping to be the security of sensitive information. Getting the lowest 
price was, somewhat surprisingly, considered by all segments to be the least impor-
tant attribute (ibid.). Bhatnagar and Ghose (2004a) conclude that marketers should 
“find out what benefits the customer seeks and what risks he/she fears” (p. 766). In 
another article, the same authors segmented respondents of an online survey into 
three groups based on their perceived level of product risk and security risk 
(Bhatnagar & Ghose, 2004b). Then, they described the resulting segments based on 
demographics and perceived benefits of buying online and found that Internet 
benefits did not correlate with perceived risk. In fact, the authors conclude that the 
segment perceiving the highest level of risk also had the highest level of perceived 
benefits. They also found higher risk perceptions among younger Internet users, 
and, to some extent, lower risk among more highly educated (ibid.).

Forsythe and Shi (2003), who studied the impact of perceived risk and demo-
graphic factors on online shopping behaviour, included four types of risk: financial, 
product performance, psychological, and time/convenience risk. The authors seg-
mented their sample according to their frequency of online purchasing; i.e. heavy 
shoppers, moderate shoppers, and browsers, and found that the heavy shoppers 
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were more likely to be older, more experienced Internet users, and somewhat 
more likely to be men (ibid.). Forsythe and Shi (2003) conclude that risk was not a 
significant predictor of any of the Internet shopping behaviours included in their 
study. However, they also add that perceived risk seems to have more impact on 
non-shoppers; i.e. browsers. Similarly, Garbarino and Strahilevitz (2004) suggest 
that risk perceptions decrease with increasing Internet usage. These authors also 
found that women perceived higher levels of risk of purchasing online, particularly 
in term of credit card misuse and fraudulent sites. More recently, Forsythe et al. 
(2006) compared heavy and light online purchasers and found significant differ-
ences in their perceptions of benefits, indicating that e-tailers should focus on con-
venience and selection benefits if they want to target heavy shoppers. Concerning 
perceived risks, there were no differences between the two groups (ibid.). 

A related issue that might be considered when using behavioural segmentation is 
the adoption behaviour of consumers. As regards new technology-based products 
(which could be said to include online music services), such products are likely to 
be adopted by only a small category of consumers from the beginning; the so-
called innovators (i.e. first adopters) and early adopters (cf. Kangis & Rankin, 1996; 
Lee, Kwon, & Schumann, 2005). For example, when it comes to digitized content 
such as music, software, databases, etc, Maltz and Chiappetta (2002) suggest that 
the market should be segmented into innovators, who are potential “pirates”, and 
the mainstream, where people might be more likely to evolve into paying custom-
ers. While the innovators constitute a very small part of the market (approximately 
3 percent, according to the authors), they are important since their word of mouth 
influences others, thus encouraging further adoption of the new product (ibid.). 

Hence, while it probably is important to target innovators and early adopters 
(Kangis & Rankin, 1996), the majority of prospects may be found among those 
who have not yet started to use the product or service, which means that it is 
probably not accurate to describe non-adopters as a homogeneous population (Lee, 
et al., 2005). Therefore, Lee et al. (2005) divided users and non-users of Internet 
banking services into three segments, and demonstrated that there are differences 
between consumers in the non-adopter segments in terms of their level of techno-
logical sophistication. In fact, the authors found larger differences between the two 
non-adopter segments than between adopters (who currently used Internet bank-
ing) and prospective adopters (who intended to start using Internet banking within 
12 months). They therefore suggest that it is important to discern differences 
among non-adopters of technology-based products and services in order to be able 
to identify segments that can be profitable later on (ibid.).

Turning to usage rate as a behavioural segmentation variable, Jelassi and Enders 
(2005) remind about the 80/20 rule (20 percent of customers often make up 80 
percent of revenues) and therefore suggest usage rate measures, such as light or 
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heavy users, as a good segmentation base. On the other hand, Hooley et al. (1998) 
warn about focusing only on the heavy users. Since such users already are using a 
lot of the product, and also are current customers of the firm or of competitors, 
there might not be much room to expand in this segment. However, as usage rates 
for many consumer products often can be elicited from secondary sources (e.g., the 
heavy users of beer), such variables still are very popular for consumer market seg-
mentation (ibid.). Usage rate segmentation also gives the opportunity to provide 
the frequent/less frequent or light vs. heavy users with different levels of service or 
marketing efforts (Jelassi & Enders, 2005). 

Prospects’ media use also often is of interest in segmentation, since this helps in 
making decisions about which media to use and/or the message for market com-
munication with the target audience (Sen, et al., 1998). According to Sen et al. 
(1998), the objectives generally are twofold when seeking to understand media use; 
where to find the target customers and how to get their attention and target the 
right message. Therefore, they suggest that users of the particular medium or vehi-
cle be analyzed on demographic, geographic, and psychographic bases. Moreover, 
relevant bases for segmentation related to media use include benefits sought by 
consumers and their behaviour in terms of consumption/usage occasions, user 
status, usage rate, loyalty status, buyer-readiness stage, and attitude toward prod-
uct/brand or media/vehicle (ibid.).

In addition to “traditional” segmentation variables such as the ones described in the 
preceding sections, customers can be segmented based on ability or willingness to 
pay (Kung, Monroe, & Cox, 2002; Rowley, 1998). The following section dis-
cusses issues pertaining to this. 

Price Sensitivity – Online Segmentation Based on Willingness to Pay 

While consumers’ price sensitivity usually is not considered as a separate category 
of segmentation variables, Anderson (2003) lists it as variable in its own right (cf. 
Table 3.1 on p. 37). Due to Internet phenomena such as price transparency and 
commoditization14, price sensitivity (or rather willingness to pay) can be regarded as a 
factor of high importance for online firms, not least for online music services. Iyer 
et al. (2002) assert that “it appears intuitive that there are different segments of 
online customers based on their price and non-price preferences and benefits 
sought” (p. 289). As companies can take advantage of the mass of available infor-
mation online, individual customer information and behaviour can be tracked and 
prices can be adapted to specific segments (Baker, Marn, & Zawada, 2001; Kung, 

                                                          
14 Price transparency means that “customer knowledge about pricing increases due to increased avail-
ability of pricing information” (Chaffey, Mayer, Johnston, & Ellis-Chadwick, 2003, p. 195). Com-
moditization is a process in which differentiation of products disappears as customers base their pur-
chase decisions solely on price (Chaffey, et al., 2003; Pine II & Gilmore, 1999).  
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et al., 2002; Wyner, 2001). Based on these arguments, willingness to pay is viewed 
here as a separate segmentation category.  

Willingness to pay (WTP) refers to the maximum price a buyer is willing to pay 
for a product, and is thus a subjective value the buyer assigns to a given quantity of 
a specific good or service (Smith & Nagle, 2002; Wertenbroch & Skiera, 2002). 
This is also related to customer value, as the WTP can be viewed as an indication 
of the perceived benefits (Jelassi & Enders, 2005; Monroe, 2003). Perceived risk or 
poor understanding of the benefits can lead to lower WTP (cf. Smith & Nagle, 
2002). Also, perceptions of the price as unfair can result in lower perceived value 
and a subsequent decrease in willingness to pay (Monroe, 2003; Smith & Nagle, 
2002). On the other hand, Dev and Schultz (2005) state that “[w]ith the right 
value package, customers are sometimes willing to pay more in order to save time, 
simplify procedures, or satisfy a style preference” (p. 21).  

Though knowledge of consumers’ willingness to pay is crucial in pricing decisions 
(Wertenbroch & Skiera, 2002), prices for most products traditionally have been set 
uniformly, neglecting the fact that the WTP among consumers is highly diverse 
and varying (Inoue, Nakajima, & Yoshikawa, 2001). Despite the downward pres-
sure put on prices on the Internet in general (cf. Kung, et al., 2002), Verma and 
Varma (2003) assert that online consumers will be willing to pay more for unique 
products or extra features that add value to the product. Extreme price competi-
tion can occur among similar products, due to the absence of other factors that 
moderate competition (e.g., store location) (Yelkur & Nêveda DaCosta, 2001). 
But as long as deep, high-quality information and unique products are offered, 
Lynch Jr. and Ariely (2000) have shown that price sensitivity does not increase 
online even when it is easy for consumers to make cross-store comparisons. Thus, 
segmented pricing should be an option for many online firms — as long as the 
costs for reaching each target segment are not too high (Iyer, et al., 2002).

Through the use of web-based segmentation, the identification of consumers and 
formation of price-based segments can be based on consumers’ actual search and 
choice behaviours (Iyer, et al., 2002). According to Iyer et al. (2002), this tech-
nique already has been implemented successfully by some online firms, especially 
those offering information goods, which include, for example, downloadable mu-
sic, articles, etc. Thanks to the amount of buyer data made available by online data 
collection and segmentation, several questions relevant to the implementation of 
price-based segmentation can be answered. The firm can, among other things, find 
out how large the price-conscious segment is and who comprises that segment, 
which consumers will be willing to pay for greater customization and/or conven-
ience, what the patterns are in the relationship between price and purchase behav-
iour, who are most likely to buy at specific prices, and what are the costs and prof-
its of serving different segments (ibid.). Bradford et al. (2001) assert that “Good 



CUSTOMER VALUE AND TARGET GROUPS

45

pricing still means setting the price high in the buyer’s value continuum and offer-
ing discounts as a reward for taking less value — in other words, engaging in price 
segmentation.” 

In conclusion, it can be noted that, considering the multitude of segmentation 
variables, it is not surprising that competing firms within a market can have differ-
ent perceptions of how a market is, or should be, segmented (Datta, 1996). An 
accurate match between segmentation and customers’ real needs therefore can be a 
source of competitive advantage (ibid.). Once the segmentation variables have 
been decided and data have been collected, the issue at hand is to identify an ap-
propriate number of segments (Myers, 1996), and to check whether the resulting 
segments are actually useful (Kotler, et al., 2001). 

 3.2.4  Requirements for Segmentation Effectiveness 

Potentially, a large segmentation study may result in an unmanageable number of 
segments (Myers, 1996). In this respect, Anderson (2003) argues that the greatest 
segmentation opportunities usually are found between three and eight segments. 
Then, the basic requirement for segmentation to be meaningful is that there are 
differences between consumer segments in the market and that consumers within 
each potential segment are similar in their product needs; i.e. that they form ho-
mogeneous subsets (Anderson, 2003; Solomon, et al., 1999). Moreover, Kotler et 
al. (2001) outline four major requirements that should be fulfilled for segmentation 
to be effective: each market segment should be measurable in terms of size, buying 
power and segment profile; accessible, that is, the segment must be possible to reach 
and serve; substantial (i.e. large enough to be profitable); and actionable, which 
means that it should be possible to develop effective marketing approaches to at-
tract and serve the segment. In addition, to be viable, segments also must be rele-
vant to the company’s products; stable (i.e. not a result of a short-term phenome-
non); profitable; and projectable, that is, the people being segmented as a result of the 
firm’s research should be representative of the market (Anderson, 2003). 

Though these requirements generally are accepted for traditional segmentation, 
Iyer, Miyazaki, Grewal, and Giordano (2002) point out that due to the lower costs 
of web-based technologies and mass customization, segmentation of Internet con-
sumers allows for smaller segments with respect to size and/or profit potential. For 
the same reasons, Sen et al. (1998) expect that a much larger number of segments 
can be served online. Louvieris and Driver (2001) state that for online segmenta-
tion, all effectiveness criteria are “dynamically interrelated”, and add scaleability (i.e. 
the scope for increasing or decreasing a segment size) and adaptability criteria to the 
picture. On the other hand, they argue that stability may not be essential or even 
desirable for effective segmentation of Internet markets (ibid.). In general, the firm 
needs to develop a more comprehensive understanding of the characteristics of 
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people in each segment (Dibb, et al., 2005). This is the aim of developing segment
profiles, which is discussed next. 

3.2.5  Segment Profiles 

Before engaging in target market selection, the identified segments usually are 
summarized and described by profiles, with the ambition to paint a fuller picture of 
the segments and make them “come alive” (Anderson, 2003; Dibb, et al., 2005). 
Descriptors (i.e., variables used in the description of segments) often are the same 
as the segmentation variables; thus, segments are described with, for example, 
demographic and lifestyle factors (Dibb, et al., 2005) (for examples of profiles, see, 
e.g., Kau et al., 2003; Swinyard & Smith, 2003; Wu, 2001). The difference be-
tween handling segmentation (base) variables and descriptors is, according to Dibb 
et al. (2005), that “while base variables should discriminate between customer 
needs, descriptors are simply used to enrich the picture, to help summarise what 
else can be gleaned about the customers in a particular segment” (p. 242). Thor-
oughly performed profiling is useful since it can provide inspiration for promotion 
and product development, as well as assist in price and distribution decisions. Thus, 
it can ensure a maximized impact of marketing programmes (ibid.). With the seg-
ment profiles at hand, the firm can go on to select one or more target markets 
(Anderson, 2003). 

 3.2.6  Targeting  

After the completion of the segmentation phase, the firm should be aware of exist-
ing market-segment opportunities (Kotler, et al., 2001). The task in the targeting 
stage is to evaluate the segments and decide which one(s) to target (ibid.); that is, 
which segment(s) should be prioritized for sales and marketing efforts (Dibb, et al., 
2005). This decision is key to marketing strategy, online as well as offline (Chaffey, 
et al., 2003; Clancy, 2001; Simkin & Dibb, 1998), since it forces the firm to focus 
its efforts strategically (Cahill, 1997; Clancy, 2001). According to Dibb (1995), 
“Getting the targeting stage right is fundamental to ensuring the most appropriate 
immediate and long-term use of company resources” (p. 190).

A target market can be defined as “the particular segment of a total population on 
which the retailer focuses its merchandising expertise to satisfy that submarket in 
order to accomplish its profit objectives” (AMA, 2005b). This implies that target-
ing is about defining specifically who the firm wants to have as customers, which 
includes considering who the firm does not wish to target (Cahill, 1997). Since it is 
not possible to pursue every segment, the segment(s) that offer the greatest oppor-
tunity should be targeted (Anderson, 2003; Clancy, 2001). However, target mar-
kets that intuitively may seem obvious may not be the most profitable (Clancy, 
2001), so the firm has to engage in assessing segment attractiveness, with the purpose 
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to decide which segments are worth serving and which could be ignored (Simkin 
& Dibb, 1998). 

Assessing Segment Attractiveness 

Broadly speaking, segmentation effectiveness criteria such as those outlined in sec-
tion 3.2.4 fulfill the same role as segment attractiveness criteria (Simkin & Dibb, 
1998). However, whereas both types of criteria assist in formalizing the appropri-
ateness and relevance of targeting a particular customer group, segmentation effec-
tiveness criteria do not really offer specific guidance for implementation. In prac-
tice, marketers tend to apply a wide range of segment attractiveness criteria (ibid.). 
For instance, Kotler et al. (2001) suggest analyzing current sales value, projected 
sales growth rates, and expected profit margins for the various segments, along with 
looking at current and potential competitors within the segments. The nature of the 
needs and wants of the prospective customers also should be considered (Dibb, et al., 
2005), in terms of how difficult or easy it is to satisfy customer requirements 
(Chaffey, et al., 2003). 

Simkin and Dibb (1998) point out that segment attractiveness often is analyzed 
using market attractiveness criteria. For example, based on literature in portfolio 
management, criteria such as market growth and relative market share (of the product 
or brand) are derived, as in the BCG matrix developed by the Boston Consulting 
Group. Other criteria emanating from portfolio management include the competi-
tive position of the business in terms of, e.g., size, growth, marketing skills, and cus-
tomer loyalty, and industry attractiveness measured by, e.g., profitability, competitive 
intensity, price levels, and government regulations (ibid.). Competitive strategy 
literature such as Porter’s Five Forces model also could be used to assess attractive-
ness (Dibb, 1998; Simkin & Dibb, 1998). Porter (1979) said that five forces deter-
mine the level of competition within a particular industry: threat of new entrants, 
supplier power, buyer power, threat of substitutes, and rivalry among existing 
competitors. Though these competitive forces mainly are uncontrollable for the 
firm, Simkin and Dibb (1998) suggest that marketers still could maximize their 
influence over these factors. To investigate which criteria were most widely used, 
Simkin and Dibb (1998) put together a 23-item list of criteria for selecting target 
markets, which they then tested in two surveys among British companies from a 
variety of industry sectors15. The results of the study showed that profitability, mar-
ket growth, and market size, as seen in Table 3.2 on the following page, were the 
three most used criteria for the responding companies in their selection of target 
markets.

                                                          
15 Finance, electricity, water, hotel and leisure, food manufacturing, food wholesaling, and retailing 
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Table 3.2: Ranked Criteria for Selecting Target Markets 
Rank Criteria Overall measure 

1 Profitability 41 
2 Market growth 30 
3 Market size 27 
4 Likely customer satisfaction 25 
5 Sales volume 25 
6 Likelihood of sustainable differential advantage 23 
7 Ease of access of business 22 
8 Opportunities in the industry 22 
9 Product differentiation 21 
10 Competitive rivalry 18 
11 Market share 15 
12 Relative strengths in key functions 15 
13 Customers’ price sensitivity 15 
14 Customers’ image of company 14 
15 Technological factors 7 
16 Fit with business strategy 6 
17 Stability of market 4 
18 Environmental factors -3 
19 Threat of substitutes -3 
20 Barriers to entry -4 
21 Negotiating power of buyer -11 
22 Ease of profiling customers -13 
23 Supplier power -16 

Source: Adapted from Simkin and Dibb (1998, p. 412) 

Simkin and Dibb (1998) note that the customer satisfaction criterion (ranked 
fourth; see Table 3.2) was regarded more important by the service providers in the 
sample, such as banks, hotels, and electricity companies, while four of Porter’s ac-
claimed five forces were ranked in the bottom of the list. Though the authors 
point to customer satisfaction as a “core criterion” in determining attractiveness, 
they also conclude that it may be regarded as an outcome of appropriate target 
market selection just as well as an attractiveness criterion. Similarly, criteria such as 
competitive rivalry are likely to be impacted by other factors on the list and there-
fore it might be difficult to evaluate the degree to which one criterion is independ-
ent from another (ibid.). Simkin and Dibb (1998), as well as Anderson (2003), as-
sert that segment attractiveness should be measured not only in financial terms. For 
example, an attractive segment also could mean that it holds attitudes consistent 
with the brand’s positioning (Anderson, 2003).

Still, many researchers view profitability measures as the most important criteria for 
segment attractiveness. For example, alluding to the common phenomenon of a 
very high variation between high- and low-value segments, Wyner (2005) states 
that “relatively small shifts in customer targeting in order to focus on the more 
valuable segments can have a dramatic effect on financial results” (p. 8). Sheth, 
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Sisodia and Sharma (2000) assert that when the profitability of segments can be 
determined accurately, the needs of more profitable customers can be catered to 
better. This way, marketing problems such as over-16, under-, and mis-marketing 
to certain segments can be avoided (ibid.).

For online firms, Chaffey et al. (2003) suggest analyzing segments’ current and po-
tential size or value, as well as the firm’s and its competitors’ market shares within 
the segment. Moreover, the needs (especially unmet ones) of each segment should 
be assessed, and the firm’s and its competitors’ offers and propositions for the seg-
ments should be analyzed (ibid.). Online consumer segments are judged to be at-
tractive if they display growth and profitability, and segment members have a high 
propensity to access, choose, and buy online (Chaffey, et al., 2003).

Whichever criteria are used, they must be clear and explicit (Hooley, et al., 1998), 
and it must be possible to account for the results of the segmentation (Anderson, 
2003). An example of this notion is that an identified price-sensitive segment is 
attractive only as long as it does not cannibalize other segments in which consum-
ers are willing to pay more (ibid.). Moreover, in order to determine whether some 
segments are represented disproportionately within the firm’s market, the size of 
the identified segments should be compared to the size of corresponding segments 
within the entire consumer population (Bickert, 1997). By looking at how repre-
sentative the segments are, areas of opportunity are revealed (ibid.).  

Besides assessing criteria for segment attractiveness, the firm also must consider 
whether it has enough capabilities and resources (e.g., marketing assets, level of 
capability utilization, appropriate technology, or low costs) to respond meaning-
fully to, and succeed in, the proposed target market(s) (Fennell & Allenby, 2004; 
Hooley, et al., 1998; Kotler, et al., 2001). The company might have particular 
strengths and weaknesses in this respect that relate to how segments should be tar-
geted and prioritized (Chaffey, et al., 2003). Moreover, the match between the 
company’s long-term objectives and serving the segment must be taken into ac-
count (Kotler, et al., 2001), as well as whether there are any ethical concerns re-
garding the choice of target segment (Smith & Cooper-Martin, 1997) — that is, 
whether the target customers can be regarded as vulnerable in some respect, such 
as low education and income (ibid.).

Now, as literature within the areas of customer value and target marketing has 
been presented, the last sections in this chapter contain a review of studies within 
the areas of music consumption and online music.

                                                          
16 As examples of “overmarketing”, the authors refer to an overuse of advertising and coupons, or 
overbuilt distribution systems (Sheth, et al., 2000). 
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3.3 CUSTOMER VALUE AND TARGET GROUPS WITHIN THE 

ONLINE MUSIC MARKET

hough the amount of academic research focused on online music consum-
ers and consumption has been scarce so far, there still are a few studies 
within this topic that seem relevant from aspects pertaining to customer 

value and target customers. Most of the data in these studies were collected before 
the breakthrough of legal online music services in 2003, which means that they 
focus on potential customers of legal services, or on the characteristics of file shar-
ers. This section consists of literature that has been found most relevant to the 
problem area of this thesis. It also must be noted that while the main part of Chap-
ter Three is devoted to scholarly sources (i.e. journal articles, books, and a few 
conference papers), a few studies conducted by major market research institutes are 
reviewed in parts of this section. The inclusion of these studies seemed relevant 
considering the dearth of scholarly research on customer value and target custom-
ers within the online music market, and the fact that studies conducted by market 
researchers at present offer the most up-to-date picture of online music consump-
tion in Europe and the US (cf. Kunze & Mai, 2007). Knowledge about potential 
customers is vital information in any product market (Prieto-Rodríguez & 
Fernández-Blanco, 2000), and a better understanding of music consumers “will be 
critical to more efficient marketing and tapping greater consumer spending” 
(Bhatia, et al., 2003, p. 77). Issues related to characteristics of music consumers and 
consumption therefore are discussed in the following sections, before going into 
studies on customer value, segmentation, and targeting within the online music 
market.

 3.3.1  Music Consumption 

One of the unique features of music consumption is that music generally is sam-
pled or consumed freely prior to purchase, e.g., through some media or in a social 
context (Lacher, 1989; Lacher & Mizerski, 1994). Certainly, consumers sometimes 
buy new music without having heard it first, but then their purchase is based on 
recommendations or previous experience (Lacher & Mizerski, 1994). Music con-
sumption also is special in that it is repetitive. The only real reason for the consumer 
to acquire recorded music is that he or she wants to be in temporal control of the 
consumption experience, and the degree to which this is important helps deter-
mine whether or not the music is purchased (Lacher, 1989; Lacher & Mizerski, 
1994). Thus, music “may be consumed without purchase and reexperienced with-
out repurchase” (Lacher & Mizerski, 1994, p. 367). It also can be added that music 
consumption overall is — or at least has been — characterized by the music indus-
try’s dependence on a relatively small group of heavy users (or “intensive buyers”) 
who generate a large share of the industry’s total revenues (Walsh, et al., 2003). 

T
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Furthermore, music consumption shares some key characteristics of consumption 
with other cultural products. First, because of the quality uncertainty associated with 
the experience and credence attributes17 of such products, socio-networks effects come 
into force, which means that people tend to prefer what others prefer (Molteni & 
Ordanini, 2003). Cultural consumption also is characterized by social contagion, a 
phenomenon in which people’s individual tastes are affected by continuous inter-
actions with others’ tastes, often via such means as, e.g., music fanzines, clubs, or 
Internet user groups. Finally, the demand reversal characteristic refers to the fact that 
a particular fashion ceases to be attractive when “too many” people participate in 
it, thus causing the trend to reverse (ibid.). Concerning the adoption patterns of 
innovations in cultural industries, Molteni and Ordanini (2003) suggest that con-
sumers, based on their cultural and social values, often can be divided into “enthu-
siastic anticipators”, “laggard adopters” or “sceptics”. Consider, for example, the 
behaviour of vinyl record collectors compared to that of digital music download-
ers. However, as digital technologies tend to accelerate the flow of production and 
consumption, demand reversal also is accelerated (ibid.).

Looking at more specific factors in music consumption, Prieto-Rodríguez and 
Fernández-Blanco (2000) studied characteristics of, and differences between, classi-
cal music and popular music listeners. The results showed, not very surprisingly, 
that the group defined as “popular music fans” (i.e. those who listened to popular 
music at least once a week) was twice as big as the group of classical music fans (50 
percent compared to 23 percent). However, contrary to the authors’ hypothesis, 
classical music fans and popular music fans did not belong to independent groups, 
leading to the conclusion that music fans in general listen to both classical and 
popular music. A more expected result was the negative age effect for popular mu-
sic; that is, the probability of listening to popular music decreases with age. The 
level of education had a positive effect on both classical and popular music, while 
the presence of children under 14 discouraged listening to both types of music 
(ibid.).

Now, however, the Internet has brought changes in the way people consume ac-
quire and listen to music. Wunsch-Vincent and Vickery (2005) suggest that this 
“may be more in line with desired music consumption habits” (p. 85). They point 
to consumers’ interest in services and content around the music itself (e.g., chat 
rooms or news about bands) and their increased need for access, portability, flexi-
bility, and choice (ibid.). While the opportunities to customize one’s music collec-

                                                          
17 Experience attributes can be distinguished only after purchase or during consumption (Berry & 
Yadav, 1996; Rushton & Carson, 1989), which means that the consumer has to make a purchase 
decision with imperfect knowledge about the product’s true value (Bhattacharjee, Gopal, Lertwa-
chara, & Marsden, 2003). Credence attributes cannot be fully evaluated even after purchase and con-
sumption, which could be due to the customer’s lack of knowledge or skill to do so (Rushton & 
Carson, 1989). 
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tion by downloading single songs potentially may lead to a wider array of music 
types or genres, Wunsch-Vincent and Vickery (2005) also issue a warning about a 
“cultural cost of unbundling” (p. 85). That is, the less commercial songs by an art-
ist may be forgotten when songs mainly are acquired one by one rather than in 
album format (which also was mentioned in Chapter One, p. 7).

The points discussed in this section likely apply to all online music consumption, 
legitimate as well as illegitimate. While the focus of this thesis is on paid-for online 
music, characteristics of P2P network users also are of interest since they are 
viewed by the recording industry as a prime target group for online music services 
(cf. IFPI, 2005c; Walsh, et al., 2003). Therefore, some studies concerning the 
demographics, attitudes, and behaviour of file sharers are reviewed next. 

 3.3.2  Demographics, Attitudes, and Behaviour of P2P Network 
Users

First, regarding demographic characteristics, studies in the US and Sweden have 
found younger people (below 25 or 30 years) and men to be significantly over-
represented among users of file-sharing networks (Findahl & Selg, 2005; Jones & 
Lenhart, 2004). In particular, heavy users were more likely to be young males 
(Findahl & Selg, 2005). Quite few Internet users over 50 (Jones & Lenhart, 2004) 
or 55 (Findahl & Selg, 2005) said they downloaded music from P2P networks, at 
least not frequently. Moreover, students were using file-sharing networks to a 
much larger extent than other groups within universities; e.g., 34 percent of stu-
dents but only 6-7 percent of the staff said they were using such services (ibid.). 

Furthermore, in several studies (Dufft, Stiehler, Vogeley, & Wichmann, 2005; 
Jones & Lenhart, 2004; Jordan & Bolton, 2004), most of the users did not consider 
their music file-sharing activities to be theft, and a majority in Jones and Lenhart’s 
(2004) study did not care, or did not know, if the music they downloaded was 
copyrighted. Jones and Lenhart (2004), as well as Dufft et al. (2005), also found 
that about 60–70 percent of the downloaders claimed that they at least occasionally 
purchased CDs of music they had downloaded from P2P networks. Marshall 
(2004) states that “Music copying is an integral part of music consumption” (p. 196, italics 
in original) and suggests that those who copy a lot of music also buy more records 
than others. In contrast, heavy downloaders in Walsh et al.’s (2003) study said that 
they bought less music, even though their music taste had become more diverse. 
On the other hand, Jones and Lenhart (2004) found that 86 percent of download-
ers were looking for familiar artists and music they had heard before. This pattern 
seems consistent with Dufft et al. (2005), who concluded that known music by 
popular artists is by far the most common type of downloaded music. Eriksson et 
al. (2006) point to three main groups of P2P users: computer enthusiasts, whose main 
interest is in computers rather than content (i.e. music, games, films), and who 
accumulate more content than they will consume; samplers, who use file sharing as 
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a way of trying out new music before making a purchase decision; and free-riders,
who have replaced their earlier spending on records with file sharing, but say that 
they instead spend more money on other media or concerts.

Referring to the “passionate responses” music consumers have showed to Napster, 
Jones and Lenhart (2004) conclude that “music downloaders believe music occu-
pies a special place in their lives and in the world, a place that they believe is not 
subject to the same rules and regulations found in the world of commerce” (p. 
196). It thus seems that the Internet provides an opportunity to experience music 
not connected to income and commerce in the same way as music buying (ibid.). 
Giesler and Pohlmann (2003), as well as Huang (2005), point to an attitude among 
P2P users that their downloading and sharing is justified based on perceptions of 
the recording industry as greedy and unfair. Specifically, Huang (2005) tested a 
hypothesized model of file-sharing use and intensity on a sample of Taiwanese col-
lege students, and found that the perceived (un)fairness of copyright owners signifi-
cantly influenced their moral judgment that file sharing is fair. On the other hand, 
no significant relationship between the moral evaluation and file-sharing intensity 
could be established in the study (ibid.). 

Nevertheless, such attitudes may provide a partial explanation to the unwillingness 
among file-sharers to move to commercial services — only 25 percent of file-
sharers in a survey conducted in five European countries in 2005 said they were 
willing pay for downloads (IFPI, 2006b). Somewhat higher figures were found in 
another European survey (including Internet users in seven countries), where 36 
percent of the P2P users, compared to 29 percent of the total sample, said they had 
purchased music from online music services in the past six months (Dufft, et al., 
2005). The same study also showed that file-sharers’ evaluation of online music 
services and their willingness to pay did not differ much from the average digital 
music user (ibid.). 

 3.3.3  Online Music Consumption and Buying Behaviour 

In addition to the behaviour of file-sharing network users, Walsh et al. (2003) sug-
gest that the behaviour of non-downloaders who seek music-related information 
and services on the Internet should be considered, as they are potential customers 
of online music services. The authors describe the music buying process as includ-
ing a number of stages, starting with a demand for music that could be instigated 
from, e.g., reading a review in a magazine or newspaper (ibid.). The consumer also 
may experience a less specific demand that causes him or her to seek information 
about music. After the information is gathered, the purchase and use of music var-
ies, possibly depending on the consumer’s availability and familiarity with technol-
ogy. Finally, the music buying process will lead to some post-procurement evalua-
tion, which in turn affects future buying decisions (Walsh, et al., 2003). 
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Moreover, a number of individual characteristics and situational variables may exert an 
influence on the music buying process (Walsh, et al., 2003). First, music-relevant 
traits such as music involvement and expertise, as well as socio-demographic traits 
such as age, gender, and education, are likely to influence music consumption 
(ibid.). To exemplify this notion, Walsh et al. (2003) propose that younger con-
sumers are likely to have a different music taste than older consumers, and that 
they may have more diverse consumption behaviour due to their better knowledge 
of the Internet. Age and gender differences in music consumption and Internet 
behaviour are found in other studies, such as the survey conducted in seven Euro-
pean countries in 2005 (cf. Dufft, et al., 2005). The study showed, among other 
things, that 58 percent of the respondents in the age group 10–19, but only 36 
percent of the 40+ respondents, were classified as “frequent digital music users”, 
and that the share of men storing more than 500 music files on their computers 
was more than twice as high as the share of women (24 percent vs. 11 percent) 
(ibid.). Moreover, in a Norwegian study covering trust and channel preferences for 
music purchasing, Crosno et al. (2007) found that younger consumers were more 
likely to prefer online music services to buying CDs off- or online. 

Concerning situational variables, Walsh et al. (2003) suggest that time pressure can 
affect different phases of the consumer’s decision-making process, as it may cause 
overload or confusion, or increase the likelihood of resorting to decision heuristics 
(i.e. making judgments by “rules of thumb”) such as buying music by popular art-
ists. Furthermore, the purchasing environment (on- or offline) can include factors such 
as size and clarity of the music assortment, shopping atmosphere, perceived pur-
chasing comfort, communication opportunities, and payment system used, and 
thus may influence consumers’ acceptance and behaviour (ibid.). In this context, 
issues related to the value offered to the customer become important. Perhaps, as 
McCourt (2005) points out, the value of music no longer is “an inherent character 
of the product, but the manner in which it reaches the consumer” (p. 251). Issues 
related to customer value within the online music market are presented next. 

3.3.4  Customer Value within the Online Music Market 

The only academic study found during the review of literature that deals explicitly 
with customer value for online music services was conducted in Taiwan (Chu & 
Lu, 2007). The authors sought to investigate the “key factors” related to online 
music services, and to see whether these factors differed between purchasers and 
potential purchasers. As perceived benefits, they used perceived usefulness (adapted 
from the Technology Acceptance Model; TAM) and perceived playfulness, while 
perceived ease of use (also from TAM) was used to measure sacrifice in an inverted 
way; i.e. as reducing effort. Perceived price was measured with four items (e.g., “the 
price for online music is a lot of money to spend”, “would cost me a lot of 
money”), and perceived customer value was operationalized as a first-order, unidimen-
sional construct reflected by three items adapted from Dodds et al. (1991) (e.g., “a 



CUSTOMER VALUE AND TARGET GROUPS

55

good buy”). The benefits and sacrifices were seen as antecedents to the value con-
struct. Finally, Chu and Lu (2007) included a purchase intention construct (also 
adapted from Dodds et al., 1991) as an outcome of perceived value.

The authors collected data through an online survey, yielding 302 valid responses, 
of which 77 percent were students and 91 percent younger than 30 years, which 
they suggest is representative of Taiwanese online music consumers (cf. Chu & Lu, 
2007). After scale validation, the model was tested in LISREL, resulting in ade-
quate levels of model fit. Overall, three of the four antecedents were correlated 
significantly with customer value (perceived ease of use was non-significant), to-
gether accounting for an R2 of .74. Quite naturally, price was the most important 
determinant of perceived value with = -.63. Furthermore, the value construct 
accounted for a great portion of the variance in purchase intention (R2=.82). Next, 
the authors split the sample into “purchasers” (n=206) vs. “potential purchasers” 
(n=96) and tested the model on these two groups separately. While price still was 
by far the most important antecedent to customer value, perceived playfulness was 
the only significant benefit for potential purchasers. In conclusion, Chu and Lu 
(2007) suggest that “online music practitioners should identify and segment their 
customers to offer segment-specific prices to individual customer as a reward for 
loyalty” (p. 151), and that customization and sampling features should be offered.

While customer value is not conceptualized explicitly in articles by Fox (2004) and 
Amberg and Schröder (2007), the authors present what they refer to as e-
commerce business models (or just e-business models) for online distribution, 
which touches upon customer value issues. These are outlined in Table 3.3 below. 

Table 3.3: E-Business Models for Online Distribution of Music 
Model Description

Pay-per-download
(Amberg & 
Schröder, 2007; Fox, 
2004)

The customer downloads single tracks or albums, paying a single fee for each 
download. Amberg and Schröder (2007) make a further distinction based on 
whether using the service necessitates a specific software (e.g., Apple iTunes) and/or 
hardware (e.g., Apple iPod). 

Subscription
(Amberg & 
Schröder, 2007; Fox, 
2004)

Consumers pay a flat fee, usually monthly, to get access to a music library with songs 
that cannot be copied, transferred, or stored 

Broadcasting
(Fox, 2004) 

Consumers receives music and other content free, while providers generate revenue, 
for example, through advertising, sale of merchandise, or by selling data on demo-
graphics and preferences provided by the consumers 

Artist-to-
consumer
(Fox, 2004) 

Artists may get a larger piece of their music revenues by selling their own music 
online. Likely to be attractive mostly for established artists with loyal fan bases, and 
with the expertise and inclination to market their own music 

Models including 
commissions
(Amberg & 
Schröder, 2007) 

Consumers can resell the songs they bought and obtain a small commission (also 
mentioned in Chapter One, p. 7). 
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From an industry perspective, trade organization IFPI (2005c) suggests a number of 
reasons why legitimate, paid-for services are better than P2P networks, including 
that they are virus and spyware free, ensure payment to artists, and provide guaranteed file 
quality, exclusive tracks, editorial material, and better interface with portable players. This 
can be seen in contrast to common problems of file-sharing networks, such as 
wrongly named files, odd file formats, files that cannot be downloaded, poor sound 
quality because of low bitrate, bad compression resulting in clicks and noise, or 
incomplete songs with end or beginning missing (Bakker, 2005). On the other 
hand, Krueger et al. (2003), as well as Jordan and Bolton (2004), suggest that con-
tent providers should look at the reasons for the networks’ popularity in order to 
better understand consumer wants. For example, the characteristics of file-sharing 
networks might suggest that consumers value access to a broad catalogue in which 
they can browse and search, low prices, and opportunity to sample before buying 
(Jordan & Bolton, 2004). The latter also is proposed by Peitz and Waelbroeck 
(2006), whose study indicates that sampling is beneficial since it allows consumers 
to match their tastes better, thus helping them make more informed purchase deci-
sions. Also, considering the failure of the first subscription-based online music ser-
vices, Jordan and Bolton (2004) conclude that consumers want to own their digital 
tracks and make copies (albeit in limited numbers) of them for personal use. The 
ability to download single tracks also is an advantage of online music services as 
compared to buying CDs (Sandulli, 2007). 

Some of the mentioned items are also brought up by authors such as Walsh et al. 
(2003), Fox (2004), Duncan and Fox (2005), and Amberg and Schröder (2007), 
who all suggest a number of features or benefits that potentially provide customer 
value and could motivate consumers to pay for online music. Such fea-
tures/benefits include a wide and topical selection, an attractive price, high sound qual-
ity without fluctuations, additional information about the content, and convenience 
and flexibility in terms of ease of use and possibilities for duplication and portability.
Duncan and Fox (2005) also propose that online music services should offer more 
interactivity and a “memory.” By this, they mean that “technology should be able to 
create customized play lists based upon our previous listening experiences, the ac-
tivity we are engaged in, the time of day, and our emotional state (or our desired 
emotional state)” (ibid., p. 14). In addition, Walsh et al. (2003) suggest using cumu-
lative invoices systems, such as paying fees via the monthly telephone bill, to relieve 
customers of the effort of paying a small amount each time they buy a download. 

Findings from the recent Ipsos “TEMPO 2005 Digital Music Brandscape” study 
correspond rather well with many of the above propositions of customer value. 
The researchers point to “classic functional benefits” as necessary drivers of 
consumption in online music services: good sound quality, ease of search and use, broad 
content selection, and good value for money (Ipsos-Insight, 2005a; Kleinschmit & 
Board, 2005). Similar results were found in a German study of Internet users 
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conducted in early 2004 in which close to 100 percent rated good sound quality as an 
important or very important characteristic of an online music service (Buxmann, 
Pohl, Johnscher, Strube, & Groffmann, 2004). More than 90 percent of the 
respondents also thought that no limitations in user rights, large selection, and offering 
rare and unpublished titles were important or very important. Simple service and short
download time also were highly rated attributes by 80–90 percent of the respondents 
(ibid.).

The highest valued “additional services” found by Buxmann et al. (2004) were 
presentation of new releases and samples, promotion and presentation of new artists, and 
discount systems for members, all of which were regarded as important or very 
important by 70–85 percent of the respondents. In this context, it can be 
mentioned that although an increased number of features and capabilities in general 
initially seem to encourage purchase, adding too many features to a product may 
leave customers dissatisfied and less prone to repurchase due to “feature fatigue” 
(Thompson, Hamilton, & Rust, 2005). To avoid this situation, firms are advised 
to, for example, offer extended product trials or use recommendation agents to 
assist consumer choice and help them find products that best suit their needs 
(ibid.).

Furthermore, a European survey highlighted the importance of device interoperability
and sharing as features of digital music (Dufft, et al., 2005). Eighty-four percent of 
all respondents agreed that they wanted to be able to transfer music files between 
devices18, and 75 percent wanted to be able to share files with friends or family. 
For frequent users of digital music and 10–19-year-olds, these figures were even 
higher. However, the ability to resell purchased files was interesting only to 24 
percent of the respondents (total sample) (ibid.). Dufft et al. (2005) also argue that 
online music services have advantages to traditional record stores, as a large 
majority of the respondents agreed that pre-listening is more convenient than in CD 
stores, and that recommendation features help them find music they like. 
Recommendations in the form of community functions, such as the ability to show
and/or share playlists, also may provide value to many consumers (cf. Knight, 2005; 
McCourt, 2005; Voida, Grinter, Ducheneaut, Edwards, & Newman, 2005). In 
addition, providing online communities is suggested by Fox (2004), as well as 
Amberg and Schröder (2007). 

Less important attributes found in the Ipsos TEMPO study include offering extras
(such as Podcasts, album artwork, and promotional songs), which only 28 percent 
found important, and, in contrast to Dufft et al.’s study, the ability to exchange ideas 
or recommendations with other users (24 percent) (Ipsos-Insight, 2005a). Other less 
                                                          
18 This is in accordance with the record industry’s highly prioritized aim of achieving 
interoperability between listening devices, and the view of portability as a key driver of digital 
music (IFPI, 2006b). 
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important attributes include that the service is perceived as hip/cool (31 percent) 
and that it offers music videos (30 percent) (ibid.). “Aspirational” elements, such as 
the service being perceived as cutting-edge, exciting, hip, or cool still may play a 
role in customer retention and brand choice, however, along with such emotional 
benefits as brand trust or perceived fair rules of engagement (Kleinschmit & Board, 
2005). In fact, 68 percent of Ipsos’ sample thought it was important that the service 
is a brand they can trust, while almost half of the respondents (46 percent) thought 
that the service should be fun and exciting to use (Ipsos-Insight, 2005a). Ipsos also 
found that functional benefits are far more likely drivers for consumers to pay for 
online music than the threat of legal action from the recording industry. Among 
those who had paid to download music from the Internet, the most cited reasons 
were, “I only wanted to purchase one song from the artist” (47 percent) and 
“more convenient to download songs from the Internet” (38 percent). In contrast, 
only 2 percent stated that they had paid for their digital tracks because they were 
“concerned about legal issues with downloading music” (Kleinschmit & Board, 
2005). Ipsos researchers conclude that “the ability to match service attributes and 
associated brand imagery with consumer desires and clearly define these benefits is 
critical to staying in the game” (Ipsos-Insight, 2005a, p. 2). 

Considering subscription services, almost half of the respondents in Dufft et al.’s 
(2005) study stated that they found them “attractive”, though teenagers did not 
agree with this to the same extent. Bohn (2005) suggests that positive aspects of 
subscription services include that they make it easier to fill external devices (e.g., an 
MP3 player) and to discover new artists and styles. Moreover, the community aspect 
of subscribing to a music service possibly can fulfill consumers’ need for belonging.
However, there also are disadvantages to subscriptions, which may include the 
commitment to a single point of sale, smaller music catalogues being available for 
subscribers than for downloading, and, obviously, the fact that one does not own
the music even after paying for it (ibid.).  

While a positive conclusion from the European survey was that legitimate online 
music providers “obviously offer a superior service over P2P networks” (Dufft, et 
al., 2005, p. 30), consumers still were complaining about unavailability of songs and 
difficulty in finding where to turn when they needed help. In addition, they 
seemed unsure about usage rights of purchased music, and more than half of the 
users in the sample had at least sometimes experienced that the online music 
service was not accessible or that files could not be downloaded (ibid.). In the study of 
Buxmann et al. (2004), the most frequent responses when asked about possible 
problems or disadvantages of online music services were too expensive songs (77 
percent), and too low sound quality (73 percent). Burkart and McCourt (2004) also 
suggest that online music services may be perceived as being too intrusive (due to 
personalization technologies), thereby bringing complaints of low privacy. 
Furthermore, they note that the restrictions imposed via DRM may make purchased 
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music files or streams less valuable to consumers (ibid.). However, as discussed ear-
lier, different customers are likely to seek and appreciate different features and 
benefits of online music services. Literature related to segmentation and targeting 
of online music consumers is reviewed next. 

3.3.5  Segmentation and Targeting of Online Music Consumers 

As described in section 3.2.2, segmentation of Internet audiences is facilitated 
through the use of technology enabling online data collection. Such tools, accord-
ing to Burkart and McCourt (2004), are in use among US online music services, 
which employ data mining to monitor music downloading and other online be-
haviour, such as number and duration of visits. The idea is “that detailed profiles of 
customers’ behaviours, and that of their online cohorts, will increase sales by trans-
lating online behaviours into market segmentation analyses” (ibid., p. 354). Then, 
these profiles can be used to personalize the offerings. That is, delivery systems for 
online music can inform the providers about specific target customers for, e.g., 
new products, upgrades, and marketing information. However, as the size of the 
customer database grows, it can be tricky to find connections between product 
groups and consumer segments (ibid.). Therefore, Burkart and McCourt (2004) 
suggest that it could be better to divide the database into a specific number of seg-
ments. Moreover, since the systems used for personalization cannot explain the 
reasons for a particular customer’s behaviour, data also have to be collected from 
users themselves (ibid.). Studies dealing with segmentation of prospective online 
music consumers through the use of clustering are reviewed next. 

Studies with Clustering Approaches 

Walsh et al. (2003) conducted a survey by means of an online questionnaire, which 
was accessible through a banner link on the homepage of participating web sites, 
through pop-up windows, and via individualized e-mails19. After removal of unus-
able cases, 4,016 responses remained. Compared to the German Internet popula-
tion, respondents aged 20–29, males, and those with higher education were over-
represented significantly in the sample. Perhaps, the fact that the age group 20–39 
constituted more than 70 percent of the sample was not a disadvantage, since so-
called “intensive music buyers” in general belong mainly to this group. The au-
thors point out that the emphasis of the study is placed on the group of respon-
dents who download free music from the Internet (n = 1,486), as this group is re-
garded to be “more likely to accept commercial (i.e. not free of charge) digital 
music download services, once established” (ibid., p. 309). Given this focus of the 
study, the authors divided the total sample into subgroups, which then were ana-
lyzed in terms of user type and willingness to pay for online music (ibid.). 

                                                          
19 The data were collected in Germany during the summer of 2001, i.e. before the breakthrough of 
commercial online music services. 
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Through an exploratory principal components factor analysis, Walsh et al. (2003) 
summarized 16 items into a set of music-buying motives based on responses from 
those saying they were willing to pay for music downloads (n = 458). This proce-
dure resulted in the following four factors, which together accounted for 57.8 per-
cent of the variance: (1) Assortment and time advantage, which denotes importance of 
Internet-specific advantages of music buying, such as timesaving and a greater as-
sortment. (2) Independence, which is reflected by items such as the possibility to 
obtain music irrespective of shop opening hours. (3) Trend consciousness, which 
represents consumers’ tendency of using online buying to establish their social po-
sition as trendsetters. (4) Topicality, which is related to seeking the latest music and 
news about music (ibid.). 

After establishing these four motive factors, Walsh et al. (2003) performed a hierar-
chical cluster analysis and a K-means analysis in order to identify motive groups of 
downloaders prepared to pay for online music. This resulted in three clusters, 
which were given descriptive names:  

Demanding downloaders, comprising 50 percent of the subsample (n=230), rate 
all factors above average, which indicates that all four motive factors are 
important to them. They rate the Trend consciousness and Topicality fac-
tors higher than the other two groups.  

General download approvers (n=83), representing users who rate all factors be-
low average. They rate Independence lowest of all factors and much lower 
than the other two clusters. The General download approvers seem to be 
users who need no specific motive to download music. Alternatively, they 
find other motives important than those used in the study.

Procurement autonomous (n=145) rate all factors, except Independence, lower 
than the two other groups. Users in this cluster appreciate a high degree of 
autonomy when buying online music (ibid.). 

Walsh et al. (2003) suggest that marketers could target the identified clusters by 
tailoring offerings and market communications to the attributes covered by the 
four factors. For example, a focus on the key benefits of file-sharing services may 
appeal to the Demanding downloaders, while General download approvers are likely to 
embrace services offering free music without emphasizing specific benefits. The 
Procurement autonomous segment could be targeted by focusing on the independence 
and convenience associated with music downloads (ibid.). 

In a similar effort to segment potential online music consumers, Molteni and Or-
danini (2003) used an online questionnaire to gather data on which factor and clus-
ter analyses were performed. The questionnaire was posted as a link on the web 
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site of an Italian university, and 95 percent of the 204 usable responses20 were from 
students (ibid.). Hence, since the sample is non-random and non-representative of 
the Italian population other than students (at best), generalizability of the results is 
limited. (It is noteworthy, however, that the authors claim that the sample is both 
random and undistorted “since university students are mainly the ones who 
download music”, Molteni & Ordanini, 2003, p. 393.) The respondents indicated 
whether they downloaded from MP3 sites (such as MP3.com or Vitaminic) only 
(26 percent), P2P sites (e.g., Napster, Gnutella, iMesh) only (34 percent), or both 
(40 percent). Then, an exploratory factor analysis resulted in six factors: Dependence 
on MP3 sites, Dependence on P2P sites, Recording downloaded music files on CD, Search 
and exploration, Entertainment, and Use of mobile phone (ibid.). 

Furthermore, based on a cluster analysis, Molteni and Ordanini (2003) identified 
five segments of downloaders:  

Occasional downloaders (30 percent) show scant interest in downloading. For 
them, listening to music still largely means purchasing CDs.  

Mass listeners (21 percent) are interested in file sharing without duplication as 
they show a low degree of recording files on CDs and have a low willing-
ness to pay for downloading. Mass listeners appear to be passive consumers 
in the digital environment.  

Curious (11 percent) downloaders view music downloading as pure enter-
tainment. They have little interest in recording files on CDs or mobile lis-
tening and are unlikely to be willing to pay for downloading. 

For the Explorers/pioneers (24 percent), “search and exploration” is a domi-
nant factor. They also are interested in mobile listening and recording on 
CDs and show an attitude of anticipation of future developments. As the 
Explorers use downloading to improve or enlarge their music consump-
tion, they look for a large selection and could be interested in complemen-
tary services. Members of this cluster essentially use downloading to select 
further purchases of CD, and the authors therefore suggest that they can 
constitute a core target when launching and assessing new mixed strategies 
that integrate traditional and new ways of music consumption.

The Duplicators (14 percent) represent the most “dangerous” segment of the 
market as they substitute downloading for traditional consumption and 
show no willingness to pay for online music (ibid.). 

Despite the difficulties involved in addressing the Duplicators, Molteni and Ordan-
ini (2003) view them, together with the Explorers, as primary target segments based 
on their early interest and long experience of music downloading. The authors 
note, however, that “The complexity for strategy will lie in the fact that managers 

                                                          
20 In total, 248 questionnaires were completed in February/March 2002, of which 204 were music 
downloaders. This study was also conducted before the breakthrough of commercial services. 



CUSTOMER VALUE AND TARGET GROUPS

62

should be able to leverage the most promising segment (the explorers) while, at the 
same time, avoid the risk brought into play by the duplicators” (ibid., p. 398). Fur-
thermore, they suggest that the Mass listeners and the Curious could constitute sec-
ondary target segments and that the loyalty of these segments, along with the Ex-
plorers, may be increased by organizing virtual communities. They also propose that 
co-branding strategies may be used to promote online music together with other 
products that may have a similar affect on the Curious or Mass listeners (ibid.). 

In an earlier study, Ozer (2001) surveyed American graduate students to find po-
tential users of a hypothetical online service offering respondents music-related 
information. Using so-called fuzzy clustering analysis, which allows each individual 
to be included as a member of more than one segment, Ozer (2001) identified six 
segments, three of which he judged as likely to be willing to pay a small per-unit 
fee. He suggests that “online services should target a wider audience rather than 
just the service enthusiasts and/or computer experts” (ibid., p. 202). However, 
since the study is based on variables and factors relating to a service offering music 
information only, the results probably have limited implications for the online music 
services of today.   

Other Studies with Targeting Implications 

A few more recent studies provide some further suggestions of possible target 
groups for online music services. For example, although the youngest Internet us-
ers (the so-called Generation Y, born after 1977) are very price-conscious and used 
to free content, Swatman et al. (2006) suggest that they should be encouraged to 
start paying for music online, since they have “grown up with the Internet” (ibid., 
p. 75) and currently are the most frequent consumers of digital music (Dufft, et al., 
2005). However, older users (above 40) also may constitute an interesting target 
group for online music providers (Dufft, et al., 2005). While they download music 
from P2P networks less often than the younger user groups, they purchase music 
from online music services as often as the younger users and are more likely to 
spend money on digital music and CDs after having discovered new music. In ad-
dition, the 40+ consumers seem to be better informed about DRM and legal issues 
and care more about copyright matters than the younger ones do (ibid.). Dufft et 
al. (2005) therefore suggest that online music providers should “not only focus on 
teenagers but particularly target older Internet users that are most inclined to spend 
money on new music” (p. 51). A similar conclusion is drawn by Swatman et al. 
(2006), who assert that the purchasing power of the retiring “Baby Boom” genera-
tion (i.e. those born between 1946–1964) will be considerable. 

In addition, while Bakker (2005) suggests that “[t]argeting the same audience that 
is very well served by the P2P networks may not be the best strategy” (p. 53), 
other authors view P2P users as an interesting target group. In Dufft et al.’s (2005) 
study, the share of frequent P2P users that had bought downloads or used subscrip-
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tion services was above the sample’s average, and Easley (2005) points out that 
many of the P2P users constitute the dominant market for hit music targeted to-
ward teenagers. Results from a model presented by Peitz and Waelbroeck (2006) 
also indicate that P2P users might be willing to pay for online music after having 
sampled it from networks. Considering the focal interest in consumers’ willingness 
to pay for online music, the following section includes a review of related litera-
ture.

3.3.6  Consumers’ Willingness to Pay for Online Music 

Due to individuals’ differing perceptions of the value of a particular song, their 
willingness to pay for it varies depending on their musical taste, which makes de-
mand for music highly heterogeneous (Zhu & MacQuarrie, 2003). Generally 
speaking, consumers expect pricing of online music to reflect the lower costs asso-
ciated with Internet distribution (Fox, 2004; Marathe, 2001). Studies on how 
much consumers would be willing to pay show that price expectations for digital 
music are around 25–50 percent lower than for those sold in CD format21 (Ipsos-
Reid, 2003; Marathe, 2001), suggesting that people still value tangible products 
much higher than intangible. 

The specific willingness to pay for online music also is dependent on the features 
offered. In the European survey referred to earlier, respondents indicated that they 
would be willing to pay more for music files offering flexible usage rights and in-
teroperability (Dufft, et al., 2005). In addition, the study found that 80 percent of 
the respondents would rather pay 1 euro for a song that can be listened to for as 
long as one likes, than paying 20 euro cents for a song that expires after a month 
(20 percent), which again makes the case for subscription services look a bit diffi-
cult (Dufft, et al., 2005). However, the willingness to pay for subscription services 
naturally depends on what the subscription actually contains. In Walsh et al.’s 
(2003) study, 30 percent of German Internet users who downloaded free music 
said they were willing to pay for commercial online music services overall. Of 
these, 54 percent would prefer a subscription model with a fixed monthly fee, but 
the scenario here was that the users of such a service would be entitled to 
download as many songs as desired. Among those who would prefer paying for 
single downloads, 79 percent would not pay more than $0.47 per song and 97 per-
cent were not willing to pay more than $0.94 (ibid.).

                                                          
21 An American study indicated that the acceptable price range for a digitally distributed, full-length 
album download is between $5.00 and $9.99, while a new, full-length physical CD release had an 
acceptable price range of $9.99–$14.99 (Ipsos-Reid, 2003). In a survey of UK Internet users (albeit 
a bit outdated by now), the majority of respondents said an album would have to be more than 25 
percent cheaper for them to consider buying it as a digital download, with the mean response 
pointing to a 40 percent lower price (Marathe, 2001). 
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Walsh et al. (2003) conclude that the support for a subscription service implies that 
users expect that such a model would be useful and beneficial, whereas those who 
would rather use a pay-per-song service are more appreciative of transparent costs 
and are eager to pay only for what they actually consume. The authors also asked 
those who were not willing to pay for online music the reasons for their unwill-
ingness. Among the six motives given, the ones with the strongest agreement 
were, “Currently, enough free music is available on the Internet” and “It is time to 
oppose the music industry and its overcharged offers with self-initiative” (ibid.).

In a study from the German “Zukunftsmusik” project, respondents were asked 
how much they were willing to pay for a single download, given six alternatives 
ranging from “less than 10 [euro] cents” to “2 euro or more” (Buxmann, et al., 
2004). The most preferred alternative was 10–49 euro cents, which was chosen by 
42 percent of the respondents. Taking the three least expensive alternatives to-
gether, 90 percent of the respondents would not pay more than €0.99 (~$1.35) for 
a download. However, the willingness to pay varied somewhat depending on the 
type of song, with higher levels for a “rarity” than for a current hit song. Respon-
dents showed the lowest willingness to pay for older titles and songs by newcomers 
(ibid.). Gallaway and Kinnear (2001) made similar findings in a survey on college 
students. The average range of WTP among all respondents was $1.07 for new 
songs to 27 cents for 18-month-old songs, but for those who were willing to wait 
to acquire the songs, willingness to pay ranged from $1.42 apiece for new songs to 
38 cents for the older songs. Hence, the amount consumers would be willing to 
pay for new music was even comparable to the per-song price of a new CD (ibid.).

More recently, 82 percent of the respondents in an exploratory online survey by 
Amberg and Schröder (2007) said they were willing to pay for digital music. The 
specific willingness to pay ranged from a few cents to €1, with an average price 
acceptance of €0.67 (~91 cents) (ibid.). A lower level of willingness to pay was 
found in a study of Spanish P2P users, in which respondents on average said they 
would pay €0.46 (about 63 cents) per song (Sandulli, 2007). The same study also 
found a positive correlation between willingness to pay for online music and a 
higher proportion of CD purchases in relation to downloading from file-sharing 
networks (ibid.). This implies a lower level of willingness to pay among heavy P2P 
users who, at the same time, do not buy many CDs. In addition, Sandulli (2007) 
also found that age was related positively to a higher ratio of CDs over P2P 
downloads, which he suggests might be explained by a lower price sensitivity 
among older users. However, as the author — without further explanation — 
dropped 400 cases (equal to 9 percent of the sample) from the study as being 
“atypical”, results probably should be interpreted cautiously. Finally, Oberholzer-
Gee and Strumpf (2007) suggest that while file sharing may decrease WTP, it also 
could have a positive influence through network effects and the ease of sharing. 
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From the perspective of the firm, the importance of understanding customers’ will-
ingness to pay is emphasized as variable costs play a minimal role in profit determi-
nation of online music (cf. Freiden, Goldsmith, Takacs, & Hofacker, 1998). That 
is, due to the cost structure of information products (high fixed costs and very low 
variable costs), many “traditional” pricing strategies are not viable options for 
online music (Freiden, et al., 1998; Inoue, et al., 2001; Shapiro & Varian, 1998b). 
Therefore, value-based pricing has been pointed out as the only viable way to price 
digitized information products (e.g. Inoue, et al., 2001; Shapiro & Varian, 1998b). 
The term is seldom explicitly defined, but it usually refers to an array of strategies 
for determining prices based on customer value as indicated by the consumer’s 
willingness to pay (cf. Bradford, et al., 2001; Inoue, et al., 2001). For online music, 
Kusek and Leonhard (2005) predict that current pricing “will be replaced by a very 
potent liquid pricing system that incorporates subscriptions, bundles of various me-
dia types, multi-access deals, and added-value services” (p. 33). Moreover, accord-
ing to Ancarani (2002), since price dispersion22 exists on the Internet, sometimes 
even at high levels, it should be possible to design and implement value-based pric-
ing strategies. This is not a simple task, since it not only requires finding out cus-
tomers’ WTP but also involves creating an acceptance for paying higher prices for 
higher value (Bradford, et al., 2001). Inoue et al. (2001) acknowledge the difficulty 
in quantitatively defining individual WTP and point to the possibility of develop-
ing a more generalized sense of customers’ willingness to pay. This could be 
achieved by utilizing, e.g., data on information exchanges and online purchasing 
behaviour (ibid.). 

First, dynamic pricing (sometimes also referred to as smart pricing or one-to-one
pricing) is a value-based strategy in which the firm strives to charge different prices 
to customers with different price sensitivities and WTP is (Inoue, et al., 2001; 
Kung, et al., 2002). Online prices can be changed much more rapidly than in most 
offline businesses (Wyner, 2001). Hence, price information is always up-to-date; 
changing depending on time, market conditions, cost of serving individual cus-
tomers, and variations in consumer valuations of the offering (Sinha, 2000; Yelkur 
& Nêveda DaCosta, 2001). For example, with the use of cookies embedded on the 
customer’s computer, customized prices can be based on previous buying behav-
iour so that the display pricing changes when the customer logs in (Inoue, et al., 
2001; Sinha, 2000). However, data on past purchases offer little help to accurately 
determine WTP for new products, and storage and utilization of personal informa-
tion (e.g., purchase history) raises concerns about infringement of privacy (Inoue, 
et al., 2001). Another serious issue is the risk of confusing or antagonizing consum-
ers when the same product is offered at different prices to different customers, since 

                                                          
22 Price dispersion refers to the distribution of prices among sellers of the same product and can be 
seen as a measure of ignorance in a market (cf. Stigler, 1961).
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perceptions of price unfairness may spread quickly online and can cause damage to 
brand loyalty (Inoue, et al., 2001; Kung, et al., 2002; Sinha, 2000).

Another example, which has been called a “name-your-price” strategy (Osorio, 
2007b; Paste, 2007), may be used based on the understanding that consumers’ price 
expectations and WTP are not necessarily lower online than in brick-and-mortar 
stores (Pitt, Berthon, Watson, & Ewing, 2001). Kelsey and Schneier (1999) de-
scribe “the Street Performer Protocol”, a form of name-your-price that could be 
used for different types of digital property. They exemplify the protocol with an 
author who goes directly to the readers before the book is published (or perhaps 
even before it is written) by making a statement saying how much he or she will 
need in donations in order to release the book. Then, interested readers can visit 
the author’s web site and donate money until the pot gets filled. When the stated 
sum has been donated, the author makes the book available online, free of charge, 
to everyone, not only to those who paid to get it released (ibid.). 

Value-based pricing strategies that have been more specifically suggested for online 
music include intertemporal price discrimination, versioning, windowing, and bundling.
First, the idea of intertemporal price discrimination is that it often is possible to 
charge a higher price for a recently released product, and then lowering the price 
as the product matures and demand becomes more elastic (Gallaway & Kinnear, 
2001). Walsh et al. (2003) point to the possibility of targeting different segments of 
music downloaders, and differentiating online music offerings temporarily and/or 
qualitatively, so that a higher price is charged for the most recent songs, or for 
downloads occupying a higher chart position. Gallaway and Kinnear (2001) focus 
on the notion that piracy would be discouraged if older music was sold inexpen-
sively and legally, while higher prices could be charged for newer music as demand 
then is expected to be more inelastic. Copyright protection also could be enforced 
more strictly for new releases than for older (ibid.).  

Versioning (sometimes also referred to as price lining or tiered pricing) means offer-
ing the product in different versions or sub-versions in order to appeal to different 
types of customers, thus enhancing differentiation (Ancarani, 2002; Shapiro & Var-
ian, 1998b). This results in customers practically segmenting themselves, since the 
version they choose reveals their value perceptions of the product and how much 
they are willing to pay for it, which also decreases the likelihood that customers 
feel offended by paying different prices (Shapiro & Varian, 1998b). It also allows 
firms to test different potential thresholds of price sensitivity (Ancarani, 2002). The 
strategy could be especially effective for digitized information products, for which 
reproduction costs for different versions are low due to the relative ease of manipu-
lating digital data (Kung, et al., 2002; Shapiro & Varian, 1998b).
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Windowing is a strategy that can be seen as a combination of intertemporal price 
discrimination and versioning. It is based on the film industry’s strategy to release 
movies in distinct channels (e.g., cinema, DVD, TV) during different time periods 
in order to create distinct value propositions for specific target audiences (Bhatia, et 
al., 2003). For each of these “windows”, price per viewing is reduced. Bhatia et al. 
(2003) propose that windowing in the music industry would start with the CD 
being released at a regular retail price, and when the first burst of sales wears off, 
the album would be released online, which allows consumers to buy downloads of 
single tracks. When the next window opens, the album is made available through 
online subscription services, which give access to music in exchange for a monthly 
fee. Finally, the most price-conscious consumers would be able to buy the album 
at a lower price via record clubs (ibid.). Although the authors state that windowing 
strategy “would give labels greater pricing flexibility” (Bhatia, et al., 2003, p. 74), 
an obvious drawback to this strategy is that it does not take online piracy into ac-
count. That is, windowing would mean that online music services are not dealing 
with paid-for downloads or subscriptions as alternatives to free downloads from 
P2P networks; they merely are there to serve consumer segments that are willing 
to wait several months to acquire music at a lower cost legitimately.

With bundling, mutually complementary products are bundled together and sold at 
a price that is lower than the sum of the prices for each single product, thus meet-
ing the demand of as many customers as possible at a single price (Inoue, et al., 
2001). By bundling high-value with low-value products, consumer valuation per 
product approaches the mean for all products, thus making demand more homo-
geneous and predictable (Zhu & MacQuarrie, 2003). This strategy can be useful to 
avoid “pure” price and product comparison for single items sold online (Ancarani, 
2002). Digitized information products are seen as especially suitable for bundling 
strategies due to their low marginal costs of reproduction (Bakos & Brynjolfsson, 
1997; Freiden, et al., 1998).

Online music, which has both highly variable demand and low reproduction costs, 
is a likely candidate for large-scale bundling that can help to spread out demands 
(Zhu & MacQuarrie, 2003). Thanks to the fact that adding a song to the bundle 
means no additional cost to the record company, consumer valuation of the addi-
tional song rises more than the cost of adding it (ibid.). Therefore, Zhu and Mac-
Quarrie (2003) argue that larger bundles of digital products in fact increase profit, 
and point out that “infinitely large” bundles are perfectly suitable for music sub-
scription services through which consumers have access to a large database of songs 
for a flat fee. However, additional digital copies are free only for copyright holders 
(in general, record companies and music publishers), but for distributors (i.e. online 
music services), each copy has a cost (Zhu & MacQuarrie, 2003). Another strategy 
is suggested by Altinkemer and Bandyopadhyay (2000), who propose small-scale 
bundling with only two tracks in each bundle. For example, a hit song could be 
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bundled with a flop song by a famous artist or with a new song by a promising but 
untested artist. This may work as long as the two songs do not attract distinctly 
different sets of consumers and the prices of the individual songs do not cannibalize 
the bundle (ibid.). 

Music bundling is not a new phenomenon, since albums essentially are music bun-
dles, containing relatively unknown songs along with the popular songs (Zhu & 
MacQuarrie, 2003). However, many judges believe that unbundling, rather than 
bundling, is increasingly the way of the future, as sales of digital music online not 
only leads to reduction in distribution costs, but also to consumers demanding in-
dividual tracks rather than albums (e.g. Inoue, et al., 2001; Zhu & MacQuarrie, 
2003). This also is the development so far, with single track downloads accounting 
for the vast majority of online music sales (IFPI, 2006a; 2007a). Although 
Altinkemer and Bandyopadhyay (2000) suggest that unbundling of information 
products such as online music can be more profitable due to increased possibility to 
capture consumer surplus through enhanced consumer differentiation, Zhu and 
MacQuarrie (2003) contend that selling singles leads to greater valuation dispersion 
in which there will be low demand for some songs. Also, due to the variety in 
music tastes among consumers, in practice, it is very difficult to price individual 
songs to maximize revenue (ibid.). On the other hand, as Bakos and Brynjolfsson 
(1997) point out, it still might still be worthwhile to sell small units of information 
products (e.g., single-song downloads), since detailed monitoring and micro-
payment systems are feasible on the Internet.  

To sum up, this chapter has provided a review of literature related to the stated 
purpose. First, studies focusing on customer value in consumer markets were re-
viewed, followed by literature dealing with segmentation and targeting of consum-
ers. The last block of literature, which was closed above, revolved around music 
consumption and issues related to customer value, segmentation, and targeting of 
online music consumers, and their willingness to pay. The next chapter contains 
the research questions and conceptual framework needed to focus on the main 
issues to be studied. This is done based on the research purpose, the reviewed lit-
erature, and the pilot study. 
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Chapter Four 
Research Questions and Conceptual Framework 

With the basis in the stated purpose, the reviewed literature, and the pilot study, this chapter 
contains the question formulations and conceptual framework that are necessary to define the 
focus of the study (cf. Hair, Babin, Money, & Samouel, 2003; Remenyi, et al., 1998). 
First, research questions are worded, indicating more specifically what should be studied (cf. 
Denscombe, 2004). Then, a conceptual framework, explaining the main issues to be studied 
and the relationships between them, is developed and presented. 

 4.1 RESEARCH QUESTION FORMULATION

s stated in Chapter One, the purpose of this thesis is to explore and describe 
customer value and target groups within the online music market. Thus, the 
main aim of the study is set through the formulation of a research purpose 

(cf. Denscombe, 2004). To this end, a pilot study focusing on consumer views of 
online music has been conducted, and literature within customer value and target 
marketing has been reviewed. Now, research questions need to be developed in 
order to make the stated research purpose actionable. These should be fact-
oriented and information-gathering questions that, when answered, provide the 
researcher with the information necessary to solve the research problem (Cooper & 
Schindler, 2003); i.e. to fulfil the purpose of the research.

 4.1.1  Research Question One 

Customer value has been pointed out as being of focal interest in academic re-
search as well as marketing practice (cf. Cronin Jr., et al., 1997; Lai, 1995; Payne & 
Holt, 2001; Sinha & DeSarbo, 1998; Woodruff, 1997). Despite this interest, re-
search within the area is still in its early stages and conceptualization and operation-
alization of the concept remain unsettled (cf. Jensen, 2001; Lin, et al., 2005; 
Parasuraman & Grewal, 2000). Customer value has been studied in a number of 
ways: as a unidimensional “value for money” construct with or without different 
types of benefits and sacrifice antecedents (e.g. Baker, et al., 2002; Cronin Jr., et 
al., 2000; Dodds, et al., 1991); as a multidimensional reflective construct (e.g. Pet-
rick, 2002; Sweeney & Soutar, 2001); or as a formative construct constituted of 
benefits/sacrifice components (Lin, et al., 2005; Roig, et al., 2006).

A
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Furthermore, different types of outcomes of customer value have been investigated 
in literature, including purchase intention (e.g. Chen & Dubinsky, 2003; Dodds, et 
al., 1991; Sweeney, et al., 1999); satisfaction (e.g. Cronin Jr., et al., 2000; Hsu, et 
al., 2006; McDougall & Levesque, 2000); loyalty (Yang & Peterson, 2004); repa-
tronage and word-of-mouth (e.g. Sirohi, et al., 1998; Tam, 2004; Wakefield & 
Barnes, 1996). It also has been acknowledged that a number of individual customer 
characteristics are likely to influence perceptions of customer value (e.g. Bolton & 
Drew, 1991; Cronin Jr., et al., 2000; Grewal, et al., 1998; Lai, 1995).

The only scholarly study found that dealt directly with customer value for online 
music, and some antecedents and outcomes, was conducted as an online survey, 
with 77 percent of the respondents being students (cf. Chu & Lu, 2007). More-
over, the outcome of the pilot study indicates that consumers currently do not 
perceive the value of online music services as particularly high. For example, re-
strictions in usage, incompatibility, low willingness to pay, reluctance to use credit 
cards online, and a preference for tangible formats and/or P2P networks appear as 
obstacles for consumer adoption of commercial services. On the other hand, inter-
viewees in the pilot study also pointed to possible benefits of online music services, 
such as the possibility to buy separate songs, convenient and instant access, big se-
lection, and reasonably low prices.

Hence, within the area of customer value, there are challenges in terms of concep-
tualization and model specification (cf. Jensen, 2001; Lin, et al., 2005; Parasuraman 
& Grewal, 2000), as well as in terms of identifying elements that potentially pro-
vide value to online music consumers (cf. Chu & Lu, 2007, and the pilot study). 
The aim therefore is to contribute to fulfilling the research purpose by exploring 
and describing customer value of online music services. Accordingly, the first re-
search question is formulated as: 

How can customer value of online music services be characterized?

The issue of determining to whom this value should be proposed is the topic of the 
second research question. 
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4.1.2  Research Question Two  

It generally has been acknowledged in literature that for firms to respond to in-
creasingly diverse customer needs and to focus resources on the most attractive 
group(s), target marketing is superior to mass marketing in most instances (cf. 
Dibb, 1998; Dibb, 2001; Kangis & Rankin, 1996; Kara & Kaynak, 1997; Kotler, et 
al., 2001; Sivadas, et al., 1998). This probably is not different for online music 
firms struggling to gain a foothold in the growing and increasingly competitive 
online music market (cf. Amberg & Schröder, 2007; Duncan & Fox, 2005; Mol-
teni & Ordanini, 2003; Walsh, et al., 2003). However, none of the reviewed aca-
demic studies focusing on segmentation of prospective online music consumers are 
based on data collected after the breakthrough of commercial services in 2003. 
Thus, results of these studies may be viewed as hypothetical rather than applied to 
an existing market. In addition, two of the studies concerning segmentation and 
targeting of online music consumers (cf. Molteni & Ordanini, 2003; Ozer, 2001) 
are built on non-random samples of (almost) only students. Walsh et al. (2003) 
capture a wider variety of the population with their sample, but their use of an 
open online questionnaire as a sole data collection method raises issues of non-
randomness, which limits the possibility to generalize the results.  

With regard to the plethora of literature pointing to the advantages of market seg-
mentation and targeting in general, the many possible ways in which a market can 
be segmented, and the scarce amount of literature focusing on segmentation and 
targeting of online music consumers, this study aims to contribute to fulfilling the 
research purpose by looking into aspects pertaining to the identification and selec-
tion of target groups within the online music market. Accordingly, the second 
research question is formulated as: 

How can potential target groups within the online music market 
 be characterized? 

 4.1.3  Delimitations  

Considering the small size of the online music market today23, it is difficult to study 
customer value and consumer characteristics by including only those who already 
are buying music online. In addition, the purpose of the thesis will be better ful-
filled if prospective, and not only current, customers also are taken into account 
(cf. Lee, et al., 2005). Therefore, the study of customer value will be focused on a 
pre-purchase level, such that current buyers as well as non-buyers can provide re-
sponses and insights to the study. Moreover, though music is played and legiti-

                                                          
23 Digital music, including music to mobile phones, accounts for around 10 percent of recorded 
music sales in the 40 countries that report such statistics to the international trade organization 
(IFPI, 2007a). 
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mately distributed online through an array of different types of services and licens-
ing arrangements, this thesis is primarily focused on the by far most common type 
of online music services, i.e. pay-per-download services.  

4.2 CONCEPTUAL FRAMEWORK

he success of research depends on how clearly terms are defined, i.e. concep-
tualized, and how well others understand the concepts used (Cooper & 
Schindler, 2003). A concept is “an abstract or generic idea that will often be 

a building block of a theory” (Remenyi, et al., 1998, p. 281), while a conceptual
definition “defines a concept in terms of other concepts, the meaning of which is 
assumed to be more familiar to the reader” (Diamantopoulos & Schlegelmilch, 
2000, p. 21). The next step is to make an operational definition, which is “a descrip-
tion of the observable events that determine if a concept is present in a particular 
situation” (Cooper, 1998, p. 13). As the conceptual definition precedes the opera-
tional, it is possible to use multiple operational definitions to get a comprehensive 
representation of the same concept (Diamantopoulos & Schlegelmilch, 2000). 
There are, however, no “obvious” ways to decide on the most appropriate defini-
tions of a concept (ibid.).  

The process of choosing the most relevant concepts from the literature review and 
putting them together is known as “building a conceptual framework”. Miles and 
Huberman (1994) describe the conceptual framework as something that “explains, 
either graphically or in narrative form, the main things to be studied – the key fac-
tors, constructs or variables – and the presumed relationships among them” (p. 18). 
It is the current version of the researcher’s map of the territory being studied, and 
it forces the researcher to be selective concerning which elements to include 
(ibid.). In the following text, concepts and definitions regarding each of the two 
research questions are covered in separate sections, including the development of a 
research model of customer value. Thereafter, conceptual and operational defini-
tions of the chosen concepts are summarized in an overview.  

 4.2.1  Customer Value 

Customer value was defined in Chapter Three (p. 22) as a trade-off between per-
ceived benefits and perceived sacrifice (or “get” and “give” components) (e.g. 
Chen & Dubinsky, 2003; Dev & Schultz, 2005; Jobber, 1998; Lai, 1995; Leszinski 
& Marn, 1997; Payne & Holt, 2001; Ravald & Grönroos, 1996), which may be 
generated before, during, or after purchase and use of a product or service (cf. Jen-
sen, 2001; Sweeney & Soutar, 2001; Woodruff, 1997). As the context of this study 
involves pre-purchase customer value, Spreng et al.’s (1993, cited in Sweeney, et 
al., 1999) conceptualization of expected or pre-purchase perceived value also is
recapped: it is a consumer’s anticipation about the outcome of purchasing a prod-
uct or service based on future benefits and sacrifices. Taking these definitions into 

T
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consideration, in this study, pre-purchase customer value of online music services is 
defined as a consumer’s anticipation about the outcome of acquiring digital music from an 
online music service, based on future benefits (“get” components) and sacrifices (“give” com-
ponents). The customer value concept has been operationalized in several different 
ways, as indicated earlier. It would, for example, be possible to measure customer 
value as a unidimensional “value for money” concept. However, in order to assess 
more specifically the possible dimensions of customer value within the online mu-
sic market, and to get some idea as to how value could be improved (cf. Petrick, 
2002), customer value is operationalized as a multidimensional construct reflected 
by benefits and sacrifices. First, perceived benefits are regarded as consisting of “all 
the characteristics that an individual consumer values in a product” (Jelassi & En-
ders, 2005, p. 96), and can be derived from tangible or intangible sources. As this 
study looks at customer value at a pre-purchase level, the benefits are viewed as 
desired rather than received (cf. Grewal, et al., 2003; Huber, et al., 2001; Monroe, 
2003; Sweeney, et al., 1999). Hence, desired benefits in this study are defined con-
ceptually as all the characteristics, derived from tangible or intangible sources, that an indi-
vidual consumer seeks and values in online music services. Furthermore, as benefits are 
less directly observable characteristics of a product (or brand), and can be a combi-
nation of several product attributes (cf. Ravald & Grönroos, 1996; Vriens & Ter 
Hofstede, 2000), consumers search for benefits by looking at product attributes (cf. 
Datta, 1996). Since models and operationalization of customer value preferably 
should be adapted to the studied context and product category (cf. Bolton & 
Drew, 1991; Sinha & DeSarbo, 1998), it seems appropriate to focus on benefits 
that are specific for online music rather than making assessments on a generic level. 
Benefits mentioned in studies dealing with aspects of customer value of online mu-
sic, as reviewed in section 3.3.4 (pp. 54–58), are focused mainly on specific prod-
uct attributes. Therefore, desired benefits are studied by assessing desired attributes 
of online music services, and then combining them. 

Considering the other part of customer-perceived value, perceived sacrifice consists 
of the total costs associated with buying the product (Jobber, 1998; Payne & Holt, 
2001). These costs can be of different types, including purchase price; costs for 
acquisition, installation, transportation, order handling, repair and maintenance; 
time and effort involved in the purchase; the potential psychological cost of not 
making the right decision; financial risk; online privacy risk; risk of failure, poor 
performance or poor after-sales service; risk of being cheated, overcharged or mis-
led (Agarwal & Teas, 2004; Chen & Dubinsky, 2003; Cronin Jr., et al., 1997; 
Grewal, et al., 1998; Huber, et al., 2001; Jobber, 1998; Lai, 1995; Monroe, 2003; 
Payne & Holt, 2001; Ravald & Grönroos, 1996; Teo & Yeong, 2003). On a pre-
purchase level, the sacrifices will be expected, rather than experienced. Thus, ex-
pected sacrifice in this study is defined conceptually as the total monetary and non-
monetary costs expected to be associated with buying online music, as perceived by the con-
sumer.
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Outcomes of Customer Value 

Lehmann (1999) asserts that for research within consumer behaviour to have im-
pact on managers, results should be linked to some sort of financially related meas-
ures, such as “the value of a customer” (p. 14). As this study focuses on pre-
purchase customer value, any measures related to outcomes of customer value 
should capture some pre-purchase behaviour or intention. Thus, concepts such as 
satisfaction, loyalty, or repatronage are excluded, since they are linked to a post-
purchase experience. However, willingness to buy (i.e. purchase intention; the two 
concepts are used interchangeably by most authors) frequently is studied as a de-
pendent variable in relation to customer value (e.g. Chen & Dubinsky, 2003; 
Dodds, et al., 1991; Sweeney, et al., 1999; Teo & Yeong, 2003). Often, the con-
cept is not defined explicitly by authors who include it in their frameworks, but 
Dodds et al. (1991) and Grewal et al. (1998) define willingness to buy as the likeli-
hood that the buyer intends to purchase the product. In addition, to make the concept 
more useful and easier for the consumer to respond to, it could be relevant to de-
limit the intention in a time perspective.

As regards purchase intentions for online music specifically, the primary focus of 
this thesis, and the basis for hypotheses testing, is pay-per-download services (cf. p. 
72). In addition, to get some initial understanding of consumers’ interest in other 
types of services, subscription, broadcasting, and artist-to-consumer models (cf. 
Fox, 2004), are also addressed. Since music is offered for free in the broadcasting 
model, this option does not involve actual purchase intention. Hence, to be consis-
tent, the term intention to use is used instead. For the purpose of this thesis, inten-
tion to use is defined conceptually as the likelihood that the consumer intends to use an 
online music service within a foreseeable time.

A positive correlation between customer value and purchase intention has been 
reported in all reviewed studies that have dealt with this concept, including the 
study of customer value and intention to purchase online music (Chu & Lu, 2007). 
Therefore, as concerns pay-per-download services, the following hypothesis is 
stated:

H1: Customer value of online music services is positively associated with 
intention to use online music services 

Another concept that is linked to customer value and may provide an additional 
indication of “the value of a customer” (as Lehmann, 1999, wrote), is willingness
to pay. This can be defined as the maximum price a buyer is willing to pay for a given 
quantity of a specific product (cf. Smith & Nagle, 2002; Wertenbroch & Skiera, 2002). 
The willingness to pay (WTP) can be viewed as an indication of the perceived 
benefits (Jelassi & Enders, 2005; Monroe, 2003). Online consumers may be willing 
to pay more for value-adding features or unique products (Verma & Varma, 2003), 
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while sacrifices such as perceived risk or perceptions of price unfairness can de-
crease the WTP (cf. Monroe, 2003; Smith & Nagle, 2002). The reviewed litera-
ture indicates quite varying degrees of willingness to pay for online music, but the 
level clearly is lower than for music sold in physical formats (cf. Amberg & 
Schröder, 2007; Fox, 2004; Sandulli, 2007; Walsh, et al., 2003). Moreover, the 
willingness to pay seems to vary depending on type of track (e.g., hit song, new-
comer, or older song) and service (e.g., pay-per-track or subscription) (cf. Bux-
mann, et al., 2004; Dufft, et al., 2005; Gallaway & Kinnear, 2001; and the pilot 
study).

Given the relationship between WTP and customer value expressed in literature 
(cf. Jelassi & Enders, 2005; Monroe, 2003; Smith & Nagle, 2002), it could be ex-
pected that a higher level of customer value will be related to a higher level of 
willingness to pay. Furthermore, consumers in some of the reviewed studies have 
indicated first whether they would be willing to pay for digital music at all, which 
can be regarded as some form of intention to use a commercial online music ser-
vice. Then, they have indicated their specific willingness to pay for a download 
and/or subscription service (cf. Amberg & Schröder, 2007; Walsh, et al., 2003). 
Based on this discussion, it could be concluded that a higher level of intention to 
use can be expected to be related to a higher level of willingness to pay. With re-
spect to the discussed relationships, the following hypotheses are stated: 

H2: Customer value of online music services is positively associated with 
willingness to pay for online music 

H3: Intention to use online music services is positively associated with will-
ingness to pay for online music

Individual Characteristics – Direct Effects 

Several researchers have proposed that customer value is influenced by individual 
characteristics of consumers, which may include, e.g., personality and attitude; 
knowledge and experience; specific characteristics related to online shopping; per-
sonal values; or demographic characteristics (Bolton & Drew, 1991; Grewal, et al., 
2003; Huber, et al., 2001; Lai, 1995). Monroe (2003) also suggests that behavioural 
characteristics of customers affect their willingness to pay for certain benefits. Fur-
thermore, individual characteristics are likely to exert an influence on music buy-
ing (Walsh, et al., 2003), and hence may affect perceptions of customer value and 
behavioural intentions. 

First, as indicated by the pilot study as well as literature, consumers’ perceptions of 
file sharing potentially may influence how they perceive the value of commercial 
online music services, as well as their intention to use them and their willingness to 
pay for online music (cf. Dufft, et al., 2005; Jones & Lenhart, 2004; Jordan & Bol-



RESEARCH QUESTIONS AND CONCEPTUAL FRAMEWORK

76

ton, 2004; Walsh, et al., 2003). Studies point to an attitude among P2P users that 
their downloading and sharing is justified, based on perceptions of the recording 
industry as greedy and unfair (Giesler & Pohlmann, 2003; Huang, 2005; Walsh, et 
al., 2003). A number of examples of this attitude, as well as more ideological 
stances and perceptions of file sharing as harmless or positive, also were found in 
the analysis of consumer comments, usually accompanied by a low or non-existent 
willingness to pay (cf. Chapter Two, p. 17). For the purpose of this study, this 
phenomenon will be termed perceived fairness of file sharing and is defined con-
ceptually as the extent to which a consumer thinks that sharing and downloading music files 
from P2P networks is fair. Naturally, a person who perceives file sharing to be fair is 
not necessarily also a user of file-sharing services. Nevertheless, it seems likely that 
a higher level of perceived fairness of file sharing is related to lower levels of cus-
tomer value, intention to use, and willingness to pay for online music services. 
Accordingly, the following hypothesis is stated: 

H4: Consumers’ perceived fairness of file sharing is negatively associated 
with
a) customer value of online music services
b) intention to use online music services 

 c) willingness to pay for online music 

Individual Characteristics – Moderating Effects 

It has been suggested that individual consumer characteristics may have moderating 
effects on customer value (cf. Cronin Jr., et al., 2000). Some authors also have pro-
posed testing customer value models on different segments (Grewal, et al., 1998; 
Sweeney, et al., 1999), which also implies testing for the possible influence of 
moderating variables. A moderator, according to Baron and Kenny (1986), is “a 
qualitative (e.g., sex, race, class) or quantitative (e.g., level of reward) variable that 
affects the direction and/or strength of the relation between an independent or 
predictor variable and a dependent or criterion variable” (p. 1174). For example, 
by testing a model of customer value and satisfaction on male and female customers 
separately, Hsu et al. (2006) found that gender had a moderating effect on several 
relationships, including a stronger correlation between value and satisfaction for 
men than for women. 

In the context studied here, literature has shown that demographic variables such as 
age and gender are likely to influence music consumption (cf. Prieto-Rodríguez & 
Fernández-Blanco, 2000; Walsh, et al., 2003). Therefore, their potential association 
with customer value of online music is of interest to this study. Men and younger 
consumers have shown higher levels of digital music consumption (cf. Dufft, et al., 
2005; Jones & Lenhart, 2004; Walsh, et al., 2003). Research also has suggested that 
males are more likely to engage in downloading and online purchasing than fe-
males (Teo, 2001). Younger buyers have been found more likely to prefer online 
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music services over buying records from retail or e-tail stores (Crosno, et al., 
2007), which indicates that age can be associated negatively with intention to use. 
On the other hand, studies suggest that younger digital music users are more fre-
quent downloaders of music from P2P networks (Bakker, 2005; Dufft, et al., 
2005). At the same time, Dufft et al. (2005) found that “older” (40-plus) Internet 
users purchase music from online music services as often as younger ones do and 
are more likely to spend money on digital music and CDs after having discovered 
new music. These authors, as well as Swatman et al. (2006), point to the purchas-
ing power of “older” users and suggest them as likely target groups for online mu-
sic services. Possibly, the issue of purchasing power could mean that age has a posi-
tive effect on willingness to pay, which also is suggested by Sandulli (2007). Thus, 
while the extant literature provides ambiguous support for assumptions about the 
influence of age on relationships between value and intention to use, it could be 
expected that there is a stronger connection between value and willingness to pay 
in “older” user groups. Based on this discussion, the following hypotheses con-
cerning the moderating effects of demographic characteristics are stated: 

H5: Gender moderates the relationship between customer value and inten-
tion to use online music services, such that the correlation is more 
strongly positive for men than for women  

H6:  Age positively moderates the relationship between customer value of 
online music services and willingness to pay for online music

Furthermore, Walsh et al. (2003) suggest that individual characteristics influencing 
consumer needs in the music-buying process include the consumer’s involvement 
and expertise in music. In studies of perceived value, Grewal et al. (1998) and 
Cronin et al. (2000) suggest assessment of the influence of such variables as in-
volvement and knowledge/expertise as an avenue for further research. Thus, it 
would be interesting to include these concepts in the framework of this study. 
However, no definitions of music involvement and music knowledge could be 
found in the literature reviewed for Chapter Three. Therefore, to be able to con-
ceptualize these concepts, the Marketing Scales Handbook (Bruner II, James, & 
Hensel, 2001) was consulted, and previous studies with relevant concepts were 
found.

For involvement, Bruner et al. (2001) refer to a study and scale by Moorthy, 
Ratchford, and Talukdar (1997) as measuring the extent to which a person expresses an 
interest in a product category and views it as an expression of his or her lifestyle (Bruner II, 
et al., 2001, p. 331), which was regarded a suitable definition of music involve-
ment. Concerning the definition of knowledge, Flynn and Goldsmith (1999) state 
that subjective knowledge (i.e. what we think we know) is regarded to be more 
connected to product purchase and use than objective knowledge. Moreover, it is 
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(quite naturally) easier to measure (ibid.). Thus, subjective knowledge about a 
product class (or category) was regarded as a concept that could be applied to this 
study. Flynn and Goldsmith (1999) define this type of knowledge as a consumer’s 
perception of the amount of information they have stored in their memory (p. 59). Both of 
the definitions (involvement and knowledge) were adapted to specifically address-
ing music.

As the reviewed literature does not really provide guidance to the ways in which 
involvement and knowledge can be expected to influence relations between vari-
ables, the following non-directional hypotheses are stated: 

H7:  Consumers’ music involvement moderates the relationship between 
customer value and
a) intention to use online music services

  b) willingness to pay for online music 

H8:  Consumers’ music knowledge moderates the relationship between cus-
tomer value and
a) intention to use online music services

  b) willingness to pay for online music 

Possible moderating effects also can be related to usage rate in terms of if, and how 
much, consumers use file-sharing services. Only 25 percent of file-sharers in IFPI’s 
survey said they were willing to pay for legitimate downloads (IFPI, 2006b), and 
Sandulli’s (2007) results indicate that a lower willingness to pay is associated with 
heavy P2P use. In addition, one of the pilot study interviewees said that she will 
not pay for digital music as long as she is getting it for free (through friends who 
download music from P2P networks), and similar notions could be seen in the 
analysis of comments. On the other hand, file sharers in Dufft et al.’s (2005) study 
were more likely than the total sample to have purchased music from online music 
services in the past six months, and their evaluation of online music services and 
their willingness to pay did not differ much from the average digital music user. 
The literature thus is inconclusive in terms of how P2P usage influences the rela-
tionships between customer value and the outcome variables. However, it can be 
argued logically that the more a person uses file sharing networks, the more he/she 
perceives file sharing to be fair. Therefore, the hypothesized relationships between 
perceived fairness of file sharing and customer value and its outcomes are expected 
to become stronger (i.e. more negative) with increased P2P usage. Accordingly, 
the following hypothesis is stated:
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 H9: Consumers’ frequency of downloading music from P2P networks 
negatively moderates the relationship between perceived fairness of file 
sharing and

 a) customer value of online music services
b) intention to use online music services 

 c) willingness to pay for online music 

Finally, consumers’ usage rate of commercial online music services also could be 
taken into account. This was done by Chu and Lu (2007), who tested their 
customer value model on current users and non-users of online music services. 
Somewhat surprisingly, they found virtually no difference in the correlation 
between customer value and purchase intention. However, the significance and 
strength of correlation between value antecedents and customer value (a 
unidimensional construct) differed, which indicates that there is a difference in 
perceptions of customer value between users and non-users (ibid.). Potentially, this 
could influence relationships between customer value and its outcome variables. In 
addition, since many non-users’ willingness to pay for online music is zero (cf. 
Walsh, et al., 2003), it seems likely that the relationship between customer value 
and willingness to pay is influenced positively by usage rate of online music 
services. Thus, the following hypothesis is formulated: 

H10: Consumers’ frequency of downloading music from online music 
services positively moderates the relationship between customer value 
of online music services and
a) intention to use online music services 

 b) willingness to pay for online music 

Research Model of Customer Value 

Now, all constructs and the hypothesized relationships between them are displayed 
in a research model, as seen in Figure 4.1 on the following page.  

The coloured boxes in Figure 4.1 indicate the focal variables in the model; i.e. 
customer value and its hypothesized outcomes. Perceived fairness of file sharing is 
an influencing variable, whereas desired benefits and expected sacrifices are viewed 
as reflective indicators of customer value rather than antecedents. It also should be 
noted that although the arrows show hypothesized relationships between variables, 
they do not suggest causal relations; rather, they indicate merely that the variables 
are likely to be related (cf. Hair, et al., 2007). The hypothesized directions of 
relationships are designated by a minus or plus sign after the number of each 
hypothesis. The non-directional hypotheses regarding the moderating effects of 
music involvement and knowledge are indicated instead by a question mark. 
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Figure 4.1: Research Model 

4.2.2  Characteristics of Potential Target Groups  

In order to answer the second research question, concepts related to segmentation
and targeting must be studied. First, to identify potential target groups, one must 
decide upon which bases the market should be divided; i.e. which segmentation
variables should be used. This is the most extensive area in terms of the amount of 
literature on the subject and the number of concepts involved. Whereas the groups 
of segmentation variables in general include geographic, demographic, psychographic,
and behavioural variables (Dibb & Simkin, 1996; Dibb, et al., 2005; Jelassi & Enders, 
2005; Kotler, et al., 2001), it can be argued that geographic variables are meaning-
less in an Internet context (Bickert, 1997). On the other hand, due to price trans-
parency and commoditization on the Internet, price sensitivity, or rather willingness to 
pay, has emerged as a separate variable for segmentation (cf. Anderson, 2003). 
While Neal and Wurst (2001) assert that the basis for segmentation of online con-
sumers should not be limited to only one type of variable, Dibb et al. (2005) warn 
that multivariable segmentation increases the number of identified segments, which 
can reduce the sales potential of many of the segments and increase complexity in 
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managing the proliferation of segments. Therefore, the number of segmentation 
variables should not be too high.

Looking at the segmentation efforts done within the area of online music, it can be 
concluded that researchers have tended to rely on behavioural variables (cf. Mol-
teni & Ordanini, 2003; Ozer, 2001; Walsh, et al., 2003) in terms of benefits sought 
and product use. As behavioural variables often are viewed as the best way to seg-
ment markets online as well as offline (cf. Datta, 1996; Kotler, et al., 2001; Wong, 
et al., 2005; Young, et al., 1978), such variables should be included in the concep-
tual framework. While recognizing that benefits sought and product attributes of-
ten are used interchangeably in segmentation (cf. Botschen, et al., 1999), the bene-
fits sought concept will be used here, as this variable often is considered to give the 
most accurate and meaningful results (cf. Dibb & Simkin, 1996; Haley, 1968; 
Wind, 1978; Vriens & Ter Hofstede, 2000; Young, et al., 1978). Moreover, by 
looking at benefits sought, the second research question harmonizes with the first, 
in which the benefit concept is central.

Hence, in this study, benefits sought are defined conceptually in the same way as 
desired benefits; i.e. as all the characteristics, derived from tangible or intangible sources, 
that an individual consumer seeks and values in online music services. To be consistent, 
the term desired benefits is used both for the segmentation and the customer value 
part of the study. As already suggested, benefits are studied by assessing desired 
product attributes, which are relatively directly observable, and then combining 
them. This also is what has been done in the previously mentioned segmentation 
studies within online music. In addition, as customer value (e.g. Monroe, 2003; 
Teo & Yeong, 2003; Zeithaml, 1988) as well as perceived risk (Bhatnagar & 
Ghose, 2004a; 2004b) can be used for market segmentation, expected sacrifice also 
is used as a variable in conjunction with benefits. It is conceptually defined in the 
same way as for the first research question; i.e. as the total monetary and non-monetary 
costs expected to be associated with buying online music, as perceived by the consumer. Con-
sidering the dangers of using too many segmentation variables, the many advocates 
for benefit segmentation, and the centrality of the benefit concept in customer 
value, desired benefits and expected sacrifice will be the only variables used as a 
basis for segmentation. 

Once segments are identified, segment profiles should be developed. Such profiles 
should constitute a summarized description of each segment in order to assist in 
further decisions in the target marketing process (Anderson, 2003; Dibb, et al., 
2005). The variables used to describe the segments, descriptors, often are the same as 
the variables used in segmentation (Dibb, et al., 2005). Thus, descriptors of seg-
ments found in this study should include the desired benefits and expected sacri-
fices of online music. However, to make the segment profiles more thorough, 
some other descriptors also are of interest. First, measures of product use (i.e. digital 
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music) and usage rate are included, as on- and offline music consumption is likely to 
affect music buying (cf. Walsh, et al., 2003) and it may be useful to discern seg-
ments of frequent digital music consumers (cf. Jelassi & Enders, 2005). Second, 
media use is included, since this helps in making decisions about which media to 
use for market communication with the target audience (Sen, et al., 1998). Third, 
willingness to pay is used as a descriptor, since this is central to the profitability of 
online music services while, at the same time, studies have found consumers’ will-
ingness to pay for online music to be significantly lower than for music in physical 
formats (cf. Buxmann, et al., 2004; Fox, 2004; Marathe, 2001; Walsh, et al., 2003). 
Some demographic data, such as age, gender, education, and occupation also are 
added, since these factors must be assessed in order to estimate the size of the target 
market and to reach it efficiently (Kotler, et al., 2001). Moreover, individual char-
acteristics also can be important for segmentation as they are likely to influence 
music consumption (Walsh, et al., 2003).  

In summary, each segment should be described by its members’ desired benefits 
and expected sacrifices, along with their product (i.e. digital music) use/usage rate, 
media use, how much they are willing to pay for online music, and their demo-
graphic characteristics. Notably, usage rate, willingness to pay, age, and gender also 
are already included in the research model of customer value. In addition, inten-
tion to use and the other individual characteristics that are studied for the customer 
value model can also be used for segment description.

To help decide which of the identified segments are worth serving and which 
could be ignored, segment attractiveness should be assessed (Simkin & Dibb, 1998). 
This is important, since intuitively obvious target groups may not be the most 
profitable (Clancy, 2001). According to Simkin and Dibb (1998), marketing practi-
tioners tend to apply a wide range of segment attractiveness criteria. This also is 
evident when looking at the literature, where a plethora of criteria can be found. 
For the purpose of answering the second research question, the chosen criteria for 
target group selection include segment size in terms of number of individuals 
(Chaffey, et al., 2003; Kotler, et al., 2001; Simkin & Dibb, 1998); expected profitabil-
ity (Kotler, et al., 2001; Simkin & Dibb, 1998; Wyner, 2005) in terms of willing-
ness to pay and intention to use; and customer needs (Anderson, 2003; Chaffey, et 
al., 2003; Dibb, et al., 2005) in terms of desired benefits/expected sacrifices. These 
criteria were chosen based on being mentioned by several authors, being men-
tioned as suitable criteria for targeting customers on the Internet, and/or being 
ranked among the top ten of Simkin and Dibb’s (1998) empirically based list of 
criteria for target market selection. 
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4.2.3  Emerged Conceptual Framework 

Finally, after the development of a research model to study customer value and an 
outline of the main concepts to be studied, the emerged conceptual framework is 
summarized in narrative form in two tables. On the following pages, Table 4.1 
shows the conceptual definitions derived from this discussion, as well as the opera-
tional definitions developed to determine if the concepts belonging to each re-
search question are present.

Table 4.1: Definitions of Concepts 
Conceptual Area Concept Conceptual Operational

RQ 1 RQ 2 Definition Definition 
Customer 
Value

NA Pre-
purchase
customer
value

A consumer’s anticipa-
tion about the out-
come of acquiring 
digital music from an 
online music service, 
based on future bene-
fits (“get” compo-
nents) and sacrifices 
(“give” components) 

A multidimensional 
construct reflected by 
consumers’ evaluations 
of desired benefits and 
expected sacrifices 

 Segmentation 
Variables

Desired
benefits

All the characteristics, 
derived from tangible 
or intangible sources, 
that an individual 
consumer seeks and 
values in online music 
services

Consumers’ evalua-
tions of relatively 
directly observable 
attributes of online 
music services, com-
bined to desired bene-
fits

Expected 
sacrifice

The total monetary 
and non-monetary 
costs expected to be 
associated with buying 
online music, as per-
ceived by the con-
sumer

Consumers’ evalua-
tions of the expected 
price and risks associ-
ated with buying 
online music, com-
bined to expected 
sacrifices

Outcomes
of Cus-
tomer
Value

Segment Pro-
file Descrip-
tors 

Intention to 
use

The likelihood that 
the consumer intends 
to use an online music 
service within a fore-
seeable time 

Consumers’ self-
reported likelihood of 
using an online music 
service within the next 
year

Willingness
to pay 

The maximum price a 
buyer is willing to pay 
for a given quantity of 
a specific product 

Consumers’ subjec-
tively assigned maxi-
mum price for a song 
download, a 
downloadable album, 
and a monthly sub-
scription
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Table 4.1, cont. 
Conceptual Area Concept Conceptual Operational

RQ 1 RQ 2 Definition Definition

Individual
Characteristics 
Influencing
Customer
Value

Demographic
characteristics

Consumers’ per-
sonal attributes

Consumers’ self-reported age, 
gender, level of completed 
education, and occupation 

Perceived
fairness of file 
sharing

The extent to 
which a consumer 
thinks that sharing 
and downloading 
music files from 
P2P networks is 
fair

Consumers’ degree of agree-
ment with statements concern-
ing file sharing and some of its 
perceived causes and effects 

Music
involvement

The extent to 
which a consumer 
expresses an inter-
est in music and 
views it as an 
expression of his or 
her lifestyle 

Consumers’ degree of agree-
ment with statements concern-
ing their own music interest and 
view of music as a lifestyle 

Segment 
Profile
Descriptors,
cont.

Music
knowledge

A consumer’s 
perception of the 
amount of infor-
mation about 
music he/she has 
stored in his/her 
memory

Consumers’ degree of agree-
ment with statements concern-
ing their own stored amount of 
information about music 

(Partly ap-
plied)

Product use/ 
Usage rate

How often con-
sumers use the 
product in differ-
ent ways 

Consumers’ self-reported fre-
quency of using digital devices 
for listening to music and differ-
ent ways of using and obtaining 
digital music files 

NA  Media use  Consumers’ use of 
media or media 
vehicles

Consumers’ self-reported fre-
quency of using a range of 
different media 

NA Segment 
Attractive-
ness

Segment 
attractiveness
criteria

Factors used to 
assess the attrac-
tiveness of each 
segment before 
selecting which 
segment(s) to 
target

Assessment of attractiveness of 
identified segments based on 
segment size in terms of number 
of individuals; expected profit-
ability in terms of willingness to 
pay and intention to use; and 
customer needs in terms of 
desired benefits/expected sacri-
fices

NA = Not applied 

To sum up, Chapter Four has included the formulation of two research questions, 
followed by the development of hypotheses and a research model. Finally, the 
main issues to be studied were summarized in a conceptual framework. Next, 
Chapter Five entails a description of the methodology used to collect the empirical 
data needed to investigate the presented concepts and relationships. 
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Chapter Five 
Methodology

In order for the contribution of the research to the body of knowledge to be regarded as “valu-
able” or “significant”, the researcher should “comply with the scientific method, that is an 
informal but strict set of rules that have evolved to ensure the integrity, reliability and repro-
ducibility of the research work” (Remenyi, 1996, p. 24). The methodology, which should 
ensure that the study complies with the scientific method, is described in this chapter. First, 
section 5.1 describes the research approach in terms of qualitative and quantitative research. 
Next, the exploratory and descriptive characteristics of the research design are discussed in 
section 5.2, followed by a description of the chosen research strategy (5.3). The next three 
sections (5.4 – 5.6) deal with issues related to sampling, data collection, and the chosen 
methods for analysis of the collected data. Finally, the quality criteria applied to the study, 
and what was done to fulfil them, are described in section 5.7. 

 5.1 RESEARCH APPROACH

here basically are two choices of research approach: quantitative and quali-
tative. Different research problems require the use of different research 
methodology and, for all practical purposes, qualitative and quantitative 

approaches play different roles in a research process and outcome (Sogunro, 2001). 
Quantitative research relies on hypothesis testing, systematically created measures, 
numerical data, and statistical analysis (Neuman, 2003). Thus, the conclusions and 
explanation of phenomena are based on data that can be quantified (Lundahl & 
Skärvad, 1992). In qualitative research, conclusions are based on data that are mainly 
non-quantifiable, such as words and images (Neuman, 2003; Remenyi, et al., 
1998). Concepts are in the form of, e.g., themes or motifs (Neuman, 2003), and 
many interpretations of the data are possible (Miles & Huberman, 1994). 

Given the constructs and hypotheses included in the proposed research model (see 
Figure 4.1, p. 80), it is quite clear that testing the model involves a study of con-
sumers. As indicated already in Chapter One, “the best way to find out what cus-
tomers value is to ask them” (Keeney, 1999, p. 534). Accordingly, this study is 
focused on consumers’ views and was conducted from a quantitative approach. 
Since measurement of variables and testing of hypotheses is emphasized in quanti-
tative research (Neuman, 2003), the existence and strength of hypothesized rela-
tionships in the research model can be quantified and tested empirically. Also, by 
studying a large number of respondents, target groups may be discerned and the 
differences between them analyzed statistically. 

T



METHODOLOGY

86

 5.2 RESEARCH DESIGN

ithin the social sciences, objectives in terms of what the researcher tries 
to achieve by conducting the particular study often are classified into 
different categories. For example, the objective could be to: 

Make some kind of prediction of future outcomes 
Explain the reasons for or consequences of something 
Criticize or evaluate something 
Describe something, such as conditions, events, courses of events, or actions 
Explore something (discover new information within an area) 
Develop good procedures; e.g., solve a practical problem or improve routines 
(Denscombe, 2004; Eriksson & Wiedersheim-Paul, 1997; Lundahl & Skär-
vad, 1992).

The objective(s) of the study essentially decides the research design (cf. Cooper & 
Schindler, 2003); that is, “the basic directions or ‘recipe’ for carrying out the pro-
ject” (Hair, et al., 2003, p. 57). In this respect, research designs generally can be 
grouped into three main categories (cf. Hair, et al., 2007):  

Exploratory research, which is particularly useful when the research area is 
new and the researcher is looking for patterns, themes and ideas (cf. Hair, 
et al., 2007). 

Descriptive research, which usually involves providing descriptions of charac-
teristics of the research topic by using measures of events or activities (Hair, 
et al., 2003; Hair, et al., 2007). It also can be used to estimate the propor-
tions of a population with these characteristics, and/or to discover associa-
tions among variables (Cooper & Schindler, 2003). 

Causal research, in which the aim is to explain relationships among variables 
and test whether X causes Y (Cooper & Schindler, 2003; Hair, et al., 
2003).

For the purpose of this thesis, a causal research design is excluded. Being able to 
prove causality requires certain conditions to be fulfilled, such as time sequence, 
covariation between variables, and absence of other causes (Cooper & Schindler, 
2003; Hair, et al., 2007). In addition, as control over events is required, causality 
studies often involves using experiments, which are complex and time-consuming 
(cf. Cooper & Schindler, 2003; Hair, et al., 2007). Instead, as indicated by the for-
mulated purpose, the research design of this study is descriptive and exploratory. 

First, like most quantitative research, this study is descriptive. Such designs are, ac-
cording to Hair et al. (2007, p. 155), characterized by the following: 

Descriptive research designs are usually structured and specifically designed to measure 
the characteristics described in research questions. Hypotheses, derived from theory, 
usually serve to guide the process and provide a list of what needs to be measured.

W
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In addition, this study aims at investigating associations among variables, a type of 
descriptive research that Cooper and Schindler (2003) term “correlational study” 
(p. 161). As the study provides a “snapshot” of the investigated area, taken at a 
single point in time, it is cross-sectional and thus does not describe events over time 
(cf. Hair, et al., 2007).

Second, exploratory research generally relies mostly on qualitative approaches (cf. 
Cooper & Schindler, 2003; Zikmund, 2000). However, this study also is of ex-
ploratory character. As the area of investigation is fairly new and to a large extent 
lacks well-defined concepts and models, using the quantitative techniques in this 
study also will involve some degree of exploration (cf. Byrne, 2001). For example, 
if the hypothesized relationships in the research model cannot be supported, dis-
covering new patterns and relationships among variables included will require tak-
ing an exploratory approach to the data (cf. Hair, et al., 2007). As suggested by 
Malhotra and Birks (2003), quantitative data can be explored “to reveal hitherto 
unknown connections between different measured variables” (p. 64). Moreover, 
exploratory research is “particularly useful in highly innovative industries” (Hair, et 
al., 2007, p. 154), which is most applicable to online music. 

 5.3 RESEARCH STRATEGY

enerally speaking, there are five major research strategies in the social sci-
ences: experiment, survey, archival analysis, history, and case study (Yin, 
1994). However, even if there is considerable freedom of choice in pick-

ing the “right” research strategy, the aim and purpose of the study limits this (de 
Weerd-Nederhof, 2001). For Yin (1994), decision bases for choice of strategy in-
clude the formulation of the research questions, whether or not control over be-
havioural events is required, and whether or not the research focuses on contem-
porary events. Regarding research questions, the most common types are formu-
lated as “who”, “what”, “where”, “how”, and “why” questions. “What” questions 
in general are exploratory, which means that each of the strategies can be em-
ployed, or they can deal with general occurrences, which then suggest that surveys 
or archival analyses are suitable. When “how“ or “why” questions are used, the 
researcher can benefit by using case studies, experiments, or historical studies 
(ibid.). An outline of the different available research strategies is provided in Table 
5.1 on the following page. 

G



METHODOLOGY

88

Table 5.1: Relevant Situations for Different Research Strategies 
Research 
Strategy

Form of Research 
Question 

Requires Control Over 
Behavioural Events 

Focuses on Contem-
porary Events 

Experiment How, why Yes Yes 

Survey Who, what, where, how 
many, how much 

No Yes 

Archival
analysis

Who, what, where, how 
many, how much 

No Yes/No 

History How, why No No 

Case study How, why No  Yes 

Source: Yin (1994, p. 6) 

As this study deals with contemporary events, and the possibility to conduct ex-
periments already is excluded (cf. p. 86), the salient strategies are survey and case
study. Though the research questions are formulated as “how”, the intention of the 
questions is exploratory and at the same time dealing with general occurrences (cf. 
Yin, 1994). Hence, the choice was to collect data through a sample survey, which 
is a very common strategy for collecting descriptive, cross-sectional data (Hair, et 
al., 2007; Zikmund, 2000). By gathering information from a representative sample 
of the target population, primary data about, for example, behaviour, attitudes, and 
demographic characteristics of individuals, can be obtained in a structured form 
(Malhotra & Birks, 2003; Zikmund, 2000). Advantages of surveys include that they 
are relatively simple to administer and that the data obtained are consistent when 
fixed-response questions are used (Malhotra & Birks, 2003). Even more impor-
tantly, a survey is regarded as a good way to learn about people’s opinions, atti-
tudes, intentions, and expectations (Cooper & Schindler, 2003).

Data were collected through a mail survey encompassing questions on consumers’ 
behaviour, attitudes, expectations, and intentions concerning digital music and 
online music services. The conclusive arguments for using a mail survey were the 
following (cf., e.g., Malhotra & Birks, 2003; Zikmund, 2000):

Geographic flexibility; i.e. the possibility to reach respondents over a wide 
area

The ability to guarantee respondents’ anonymity, which was regarded as im-
portant considering the sensitivity of questions pertaining to file sharing 

The possibility to use a fairly long questionnaire (while not exceeding a rule 
of thumb of maximum six pages) 

The possibility to obtain data from many respondents in relatively short time. 

The alternative of using an online survey also was considered. For example, since 
the researcher has access to students’ e-mail addresses at Luleå University of Tech-
nology, they could have been contacted via e-mail and encouraged to take the 
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survey by clicking on a link. However, a student sample would mean a much 
lower variability of demographic characteristics and Internet and digital music us-
age among respondents. Alternatively, setting up an open link on the university’s 
web site, allowing anyone to respond (cf. Molteni & Ordanini, 2003) would mean 
that the sample frame is unknown. In both cases, the result is non-random samples 
with no possibility to generalize. Moreover, there are several drawbacks connected 
to online surveys in general, most notably including sample bias (respondents may 
not be representative even of experienced Internet users), very low re-
sponse/completion rates, and the necessity of using a short questionnaire 
(Grandcolas, Rettie, & Marusenko, 2003; Swinyard & Smith, 2003). For these 
reasons, an online survey was ruled out as a method for data collection. 

5.4 SAMPLING

ue to the fact that the researcher is stationed at a Swedish university, this 
study is confined to the online music market in Sweden. However, while 
the choice of country is based primarily on convenience, the Swedish 

music and Internet markets in fact have characteristics that make this an interesting 
and purposeful country to base the study in.

As in most other countries, the recording industry in Sweden has seen a large drop 
in sales during several years. The overall decrease in sales value between 2000 and 
2004 was 33.5 percent; for the six members of GLF, which includes the four major 
labels, sales dropped by almost 40 percent from 2002 to 2006 (see Appendix B for 
sales figures 1988–2006). Swedish music, however, is internationally competitive; 
it is the only country besides the US and UK that has a positive trade balance for 
music rights (Swedishtrade.com, 2005). As regards the Internet environment, about 
80 percent of the Swedish population has Internet access in their homes; 56–65 
percent has broadband access (SCB, 2006b; WII, 2007). About 90 percent of 18–
54-year-olds are Internet users (Findahl, 2007). Sharing and downloading music 
from P2P networks is a common activity among Swedish Internet users. In a 
widely cited article in Vanity Fair, Daly (2007) wrote: “If the online file-sharing 
universe is the Wild West, Sweden is Deadwood – a place where the rule of law 
leaves barely a footprint”. Much of the stir is attributed to The Pirate Bay, one of 
the world’s most known file-sharing sites (IFPI, 2006c), which works as a search 
engine for Bittorrent files24. As no copyright-protected content is stored at the site 
itself, the entertainment industries’ organizations so far have been unsuccessful in 
their attempts to close it (Johnson, 2007).

Since the first commercial online music services were introduced on the Swedish 
market in June 2004, a number of services have entered the market, perhaps most 

                                                          
24 Bittorrent is “a file-sharing protocol that in a reliable way enables big and fast file transfers” (The 
Pirate Bay, 2007). 
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notably Apple’s iTunes Store, which was launched in 2005. (An overview of 
online music services in Sweden is provided in Appendix D.) By 2006, digitally 
distributed music accounted for 6.6 percent of total sales25 of recorded music in 
Sweden, representing an increase of 193 percent since the year before (GLF, 
2007a). However, sales statistics for the first six months of 2007 showed a more 
modest increase rate of 21.4 percent, though the continued drop in CD sales made 
the share of digital music rise to 9.8 percent of total sales (GLF, 2007b). It also 
should be noted that statistics of digitally distributed music, besides Internet 
downloads, includes songs and music videos via mobile phones, and ringtones 
(truetones) (GLF, 2006). Out of this, it is estimated that online music (i.e. exclud-
ing music to mobile phones) accounts for roughly half of the sales (Schön, 2007). 

Within this context, a sample of consumers should be drawn. As Cooper and 
Schindler (2003) suggest, the idea of sampling is that “by selecting some of the 
elements in a population, we may draw conclusions about the entire population” 
(p. 179). Samples can be drawn using probability or non-probability sampling meth-
ods. Whereas non-probability sampling is non-random and subjective, probability 
sampling means that each member of a population has a known non-zero (but not 
necessarily equal) chance of being selected (Cooper & Schindler, 2003; Diaman-
topoulos & Schlegelmilch, 2000; Hair, et al., 2007). Hence, with probability sam-
pling, the sample elements are selected randomly, and a properly conducted proce-
dure should result in a sample that is representative of the target population (Hair, 
et al., 2007). Therefore, to be able to draw some conclusions that also are likely to 
be representative of the target population, probability sampling was used for the 
consumer study.

The first step of sampling involves a definition of the target population; i.e. the 
complete group of people who are relevant to the study (Hair, et al., 2007). Re-
calling the research purpose, we want to explore and describe customer value and 
target groups within the online music market. Besides the product category, a 
market can be defined in terms of, e.g., geographic area and prospective customers, who 
engage in activities that may make them interested in and willing to pay for the 
product (cf. Fennell & Allenby, 2004). As the geographic area is restricted to Swe-
den, the population in question for the consumer study consists of prospective 
online music customers in Sweden. To be considered a prospective online music 
customer, it is reasonable to assume that the consumer would a) have some interest 
in music and b) be a fairly experienced Internet user. In trying to direct the survey 
to such consumers, a simple random sample was drawn from the Swedish address 
register Postiad26, which contains about 900,000 consumers who have indicated 
their interests among a list of different topics. Men and women who had stated that 
they were interested in the categories “Music & technology” and “IT & Internet” 
                                                          
25 Sales value of digital music was 61.9 million SEK (GLF, 2007a). Figures represent GLF members. 
26 https://www.parguiden.se/  

https://www.parguiden.se
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were considered as likely to fulfil the criteria. Furthermore, an upper boundary on 
age of the sample was set at 59 years, as Statistics Sweden has found Internet usage 
to be markedly lower among people in the age group of 55–74 (SCB, 2005). They 
also are less likely than younger age groups to make online purchases, and only 26 
percent of the people in this group had a broadband Internet connection, com-
pared to 60 percent of the 16–24-year-olds (SCB, 2005). The lower age boundary 
of the sample was set at 16 years, since no addresses of consumers below this age 
are available from the register. This is due to the fact that Swedish law of direct 
marketing does not permit companies to target children below 16 (DM-nämnden, 
2007). Not including any individuals younger than 16 therefore also is motivated 
from an ethical standpoint. In addition, the questionnaire may be too extensive and 
complex for children to be able to respond reliably.  

The selection criteria in terms of interest areas and age resulted in a sample frame of 
29,194 people, from which 1,500 randomly sampled addresses were ordered. 
However, as it turned out that the sample frame contained no addresses of indi-
viduals in the age group 16–19, and only very few (0.4 percent) between 20 and 
29, a second sample was needed. Excluding one of the interest categories (“Music 
& technology” or “IT & Internet”) did not render a satisfactory amount of con-
sumers in the desired age groups, so the sample had to be drawn from the public 
consumer register SPAR. (Note: all individuals in Postiad also are in SPAR; the 
only difference is that those who are in Postiad have indicated interest areas.) With 
age (16–29) as the only selection criterion, the sample frame from this register con-
sisted of 1,413,700 people, which equalled 34 percent of individuals between 16 
and 59 in SPAR. A batch of 1,500 randomly drawn addresses was ordered, since 
this was the smallest amount accepted for order. To make this sample proportion-
ate to the sample already obtained from Postiad, 782 addresses out of the 1,500 
from SPAR were sampled systematically (i.e. drawn with regular intervals after a 
random start).

Combined with the few from the Postiad sample that statistically should be be-
tween 20 and 29 (0.4 percent; i.e. 6 people), this gives a ratio of 34.5 percent for 
persons aged 16–29 in the total sample of 2,282 people. Compared to the entire 
Swedish population, the ratio of 16–29-year-olds in the total sample is somewhat 
higher, as seen in Table 5.2 below. However, given the more frequent use of the 
Internet and P2P networks of younger people, this slight overrepresentation was 
not regarded to be problematic. 

Table 5.2: Age Distribution of Total Sample 
Age

Group
Postiad %  

(1,500 addresses) 
SPAR % 

(782 addresses) 
Total % 

(2,282 addresses)
Swedish popula-

tion % 
Age 16–29 0.4 (0 below 20) 100 34.5 30.1
Age 30–59 99.6 0 65.5 69.9

Source (of population statistic): SCB (2006a) 
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More troublesome, however, was the gender distribution of the sample frame from 
Postiad, as 90.4 percent were male, compared to 50.7 percent of 30–59-year-olds 
in the entire Swedish population. While men are somewhat overrepresented 
among Internet and broadband users, and very overrepresented among users of 
file-sharing networks (more than two men to one woman) (SCB, 2005), the com-
bination of “Music & technology” and “IT & Internet” as areas of interest appar-
ently was appealing to very few women. Despite this weakness, it still was consid-
ered to be better to use this sample frame than to draw a random sample from the 
entire public consumer register, where respondents in this age group overall would 
be less likely to fulfil the stated criteria of music interest and Internet experience. 

5.5 DATA COLLECTION

he following sections provide descriptions of the preparation and use of 
instruments and methods when collecting the empirical data for this thesis. 
The first section involves the instrument design and development of meas-

ures, while section 5.5.2 describes the procedure of questionnaire dispatch and 
gathering of responses for the study. 

 5.5.1  Instrument Design and Measure Development  

The instrument employed for the collection of data was a structured three-paged, 
two-sided questionnaire, containing mostly closed questions. Before the question-
naire was sent out to the targeted sample, it was pre-tested to reduce the likelihood 
of encountering any serious problems in survey implementation (cf. Remenyi, et 
al., 1998). Summers (2001) points to the importance of pre-testing questionnaires, 
especially when new scales are developed or previous scales are significantly re-
vised. He further asserts that, “One insightful and articulate pre-test participant 
who is committed to providing constructive criticism is worth more than 20 reluc-
tant pre-test participants” (ibid., p. 409). With this in mind, the questionnaire was 
pre-tested on a convenience sample of six participants of ages between 25 and 50; 
five were Ph.D. students and one employed outside academia. Between them, 
many constructive comments on issues such as wording, scales, and relevance of 
questions were obtained. In addition, a very experienced researcher in the field of 
business research provided valuable feedback on an early version of the question-
naire and again on a later version. The final questionnaire is provided in Appendix 
E, along with an English translation. (Note that items 7d–7f are retained for further 
research and are not included in the present study.) 

The items in the questionnaire together constitute measures of the concepts in-
cluded in the conceptual framework. The process of measurement “involves speci-
fying the variables that will serve as proxies for the concepts” (Hair, et al., 2007, p. 
217); that is, identifying the variables that together will provide the numbers that 
will be used to measure concepts quantitatively (ibid.). Whereas the variables in-

T
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volved in measuring consumers’ demographic characteristics, such as gender and 
age, are unambiguous and can be assessed easily and objectively, most other con-
cepts that need to be measured are more complex and abstract (cf. Hair, et al., 
2007). The choices of items27 used for measurement of concepts pertaining to cus-
tomer value, segmentation, and targeting are described below, following the order 
of the conceptual framework. In addition, an overview of the sources and scales of 
all measures, showing more specifically the origin of each item and presented in 
the same order as the questionnaire, is provided in table format in Appendix F.

First, to measure desired benefits, a list of features of online music services derived 
from the reviewed studies was used, as these would serve as relatively observable 
attributes that could be combined to benefits. Similar to Yang and Petersen (2004), 
who developed scale items of e-satisfaction through content analysis of consumer 
reviews, four items were derived from the pilot study presented in Chapter Two. 
Finally, one item (“good reputation”) was derived from Jelassi and Enders (2005). 
After pre-testing, some items that were regarded as too self-evident (e.g., “ease of 
use”), too vague (e.g., “fun and exciting to use”), or too technical (“good user 
interface”) were removed. Twenty-six items remained and were included in the 
questionnaire. Though this amount of items was on the extensive side, it was con-
sidered to be better to keep a fairly long list of items and then purify the measure 
after data collection (cf. Churchill Jr., 1979). Hence, the four first steps of the 
measure development process suggested by Churchill (1979) were followed: (1) 
specify the domain of the construct through a literature review; (2) generate a pool 
of sample items through literature and exploratory studies; (3) collect data; and (4) 
purify the measure with the use of factor analysis and coefficient alphas (see section 
6.3, p. 122, for further description of measure purification and validation).  

The scale applied for the benefits measures was a seven-point, Likert-type agree-
ment scale of the same kind that is used in the well-known SERVQUAL instru-
ment (cf. Cronin Jr. & Taylor, 1992; Parasuraman, Zeithaml, & Berry, 1988). As 
this type of scale commonly is treated as an interval scale, attitudes, opinions, and 
values can be measured, and differences between points can be compared meaning-
fully (cf. Hair, et al., 2007). Furthermore, as the SERVQUAL instrument has been 
used widely to measure expected as well as perceived service quality, part of the 
question formulation and instructions for responding to the questions were used in 
order to capture desired benefits (i.e. “indicate the extent to which you think […] 
should possess the features described by each statement”). As Parasuraman et al. 
(1994) point out in a later assessment: “The SERVQUAL instrument’s expecta-
tions statements relate to the service level that customers believe they should get 
from the service provider” (p. 204). That is, when using this question formulation, 
the resulting components reflect expectations in terms of desired service (cf. 

                                                          
27 For practical reasons, the terms “variable” and “item” are used interchangeably.  
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Parasuraman, et al., 1994); thus corresponding to the conceptual and operational 
definitions of benefits developed for this study. 

In order to measure expected sacrifice, items were derived mainly from the pilot 
study and the reviewed literature on price and risk aspects of customer value 
online. Two variables were extracted from the reviewed online music studies. 
When choosing items, care was taken to cover aspects of cost and risk that could 
be relevant for pre-purchase evaluations of online music services. For example, 
three items were adapted from Chang et al. (2004) and Bhatnagar and Ghose 
(2004b) to cover risk connected to privacy concerns, which has been pointed out 
as relevant in an Internet context (cf. Grewal, et al., 2003). Costs for things such as 
installation, transportation, order handling, repair, and maintenance (cf. Ravald & 
Grönroos, 1996) were not regarded applicable to the intangible online music 
product. Moreover, in order to avoid technical terms, items specifically concerning 
DRM (which initially was considered) were excluded (cf. Hair, et al., 2007). 
Opinions about such restrictions instead may be evaluated indirectly by looking at 
benefit items related to compatibility and flexibility in use. 

Regarding the price dimension of sacrifice, it should be noted that while items 
such as “this product offers value for money”, “is a good product for the price”, 
and the like often have been used as measures of a unidimensional perceived value 
construct, Sweeney and Soutar (2001) found them clearly related to a price dimen-
sion of customer value. Thus, to measure the purchase price dimension of ex-
pected sacrifices, an item adapted from Dodds et al. (1991) referring to a song 
download as “a good buy” was added to a reverse-scored item adapted from Bux-
mann et al. (2004) and Suri et al. (2003), stating that the current prices of a song 
download are “too high”. As some participants during pre-testing found it difficult 
to answer the questions pertaining to price without knowing how much a song 
download actually costs, the current price range was provided in the question 
statement. This was based on a study of 23 Swedish online music services (see Ap-
pendix D), which revealed that when looking at prices from the 10th to the 90th

percentile, the price per download was in the range of 9–13 SEK. Just as for de-
sired benefits, the scale used for the expected sacrifice items was a seven-point 
agreement scale anchored by “Strongly disagree” to “Strongly agree”.  

Intention to use was measured by asking how likely the consumer is to use each of 
five alternatives to (legitimately) acquire digital music within the next year. The 
two first items referred to the use of a pay-per-download service (single downloads 
and downloadable albums), whereas the three alternative models each were meas-
ured by a single item. Following the recommendations of primarily Churchill 
(1979) and Peter (1979), most academic researchers generally regard such measures 
to be less reliable than multiple-item measures (cf. Bergkvist & Rossiter, 2007). 
However, for this study, it was considered to be more important to get an indica-
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tion of consumers’ intention to use the different types of models discussed by Fox 
(2004) than to put up three very similar statements (i.e. items) about one 
model/service (see for example Chu & Lu, 2007 and Dodds et al., 1991). As Dro-
let and Morrison (2001) point out, there is a trade-off between getting more in-
formation by asking more different questions, and achieving greater reliability by 
asking the same question more than once. In addition, there also are some con-
vincing arguments for using single-item measures for intention to use. Drolet and 
Morrison (2001) suggest that multiple-item scales may reduce the quality of re-
sponses and also add very little information over single- or two-item scales. Ros-
siter (2002) refers to the predominant use of single-item measures among market-
ing practitioners and states that for the measurement of concrete attributes such as 
purchase intention, “single-item measures are definitely valid” (p. 314). Finally, 
Bergkvist and Rossiter (2007) argue that single-item measures of concrete con-
structs (which includes intentions) can demonstrate as good predictive validity as 
multiple-item measures, and warn that multiple-item measures in such instances 
may “produce unduly inflated predictions” (p. 179).   

Concerning willingness to pay, Monroe (2003) asserts that a potential problem 
when asking consumers about which of a set of prices would be preferred or ac-
ceptable is that people tend to choose the lowest option, as this is the most “ra-
tional” answer. The result is that price sensitivity is overestimated and subsequent 
pricing decisions will not reflect real willingness to pay (ibid.). Thus, instead of 
using a range of closed response alternatives (as e.g. Buxmann, et al., 2004; Walsh, 
et al., 2003), a direct approach was chosen. Using this approach, respondents’ up-
per price threshold is determined by simply asking an open-ended question about 
the maximum price they would be willing to pay for the particular product (cf. 
Monroe, 2003). According to Monroe (2003), “If the respondents in the sample 
represent the targeted set of buyers, estimates of the relative size of these price-
market segments also can be obtained” (p. 239).

Three items covering different types of song downloads were adapted from Bux-
mann et al. (2004). Differences in the willingness to pay, depending on, for in-
stance, how current the song is, could be found in the exploratory study as well as 
from Buxmann et al.’s (2004) results. Furthermore, two additional items were for-
mulated to cover willingness to pay for album and subscription alternatives. (Note: 
Amberg and Schröder (2007) also used a direct approach with a similar question 
formulation to estimate willingness to pay for a song download, but their study was 
published after the questionnaire used in this thesis was sent out and could not be 
used as a basis for measure development.) 
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The inclusion of a perceived fairness of file sharing concept was initiated by the 
pilot study as well as indications from literature. Items to measure the perceived 
fairness of file sharing were developed based mainly on the pilot study, with the 
exception of one item found in Huang (2005) that adequately captured a theme 
from the analysis of comments (antipathy toward record labels). This item was used 
with a slight adaptation of wording, as an exact and meaningful translation to 
Swedish was difficult to obtain.  

For the measurement of music involvement and music knowledge, no relevant items 
were found in the literature reviewed in Chapter Three. As described in Chapter 
Four, the Marketing Scales Handbook (Bruner II, et al., 2001) was consulted, and 
scales for involvement as well as subjective knowledge were found. To measure 
involvement, a scale from Moorthy, Ratchford, and Talukdar (1997), originally 
used for prospective car buyers, was employed. As already noted, their conceptual 
definition of involvement in a product category was regarded applicable to music 
involvement. The last item of the original four-item scale (“I like to work on 
_____ myself”) was not used in this study, however, as it does not really make 
sense for an intangible product such as music (cf. Bruner II, et al., 2001).  

Concerning the measurement of knowledge, Flynn and Goldsmith’s (1999) defini-
tion and scale for subjective knowledge was regarded suitable for the purposes of 
this study. The scale was developed and used by Flynn and Goldsmith (1999) for 
different product classes, including rock music, wine, and fashion. Though the final 
version of the scale included five items (cf. Bruner II, et al., 2001; Flynn & Gold-
smith, 1999), one of them (which was very similar to another item) was omitted 
from this study in order to somewhat delimit the extent of the questionnaire. The 
music involvement and knowledge constructs, as well as the concept of perceived 
fairness of file sharing, were measured with a seven-point, Likert-type agreement 
scale anchored by “Strongly disagree” and “Strongly agree”, just as the benefits and 
sacrifices concepts. Instructions for these questions were taken, and slightly 
adapted, from Parasuraman et al. (1988) and Cronin and Taylor (1992). 

Product use/usage rate were measured in terms of frequency of using digital music 
files and devices for music listening, and obtaining files from different sources. That 
is, these measures were intended to give an indication of whether and how often con-
sumers (1) use different devices that are associated with, but not restricted to, digi-
tal music; (2) use digital music files in different ways connected to portability and 
flexibility; and (3) obtain digital music files from different sources (legitimate and 
illegitimate). For the first two issues, items were taken from Molteni and Ordanini 
(2003), but used with a frequency scale instead of the original multiple-choice 
scale. Items covering different sources of obtaining music files were found in Dufft 
et al. (2005) and adapted to somewhat delimit the extent of this measure.
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Seven-point frequency scales ranging from “Never” to “Very frequently” were 
considered initially for all items measuring some kind of behavioural frequency. 
However, since such measures of frequency are quite vague and may be inter-
preted differently by different respondents, an ordinal scale with specific response 
alternatives was used instead (cf. Dillman, 1978; Hair, et al., 2007). A group of 
eight students was consulted on this issue and all of them were certain that they 
would prefer response alternatives with specific measures of frequency, such as 
“Daily”, “Once a week”, etc. They also clearly preferred being asked about how 
often they generally do something, rather than having to think about how often 
they have done something during the past six months or so. The scale measuring 
the use of different devices had a higher level of frequency (i.e. from “Never” to 
“Several times per day”) than the other two measures (“Never” to “Weekly or 
more often”), as this type of usage could be considered to occur more frequently 
than the other two.

Consumers’ media use was measured by asking about the frequency of using a 
number of different media. The list of media was adapted from a study from Ipsos 
Public Affairs (Ipsos, 2006), in which American music listeners were asked about 
the sources from which they find out about new music and artists. Also, input 
from the exploratory interviews resulted in adding “Web radio” as a separate alter-
native. The ordinal frequency scale for media use was the same as the scale for us-
ing different devices.  

In addition to the described measures, two questions covering the respondent’s 
Internet connection and time for last online purchase were added in order to get 
some indication of respondents’ Internet usage besides the frequency of use. For 
reasons of segment description and hypothesis testing, questions covering demo-
graphic data in terms of gender, age, education, occupation, and residential area 
also were included. These were put on the last page of the questionnaire, since 
such questions otherwise may seem unwarranted to respondents and even may 
result in refusal to participate (cf. Ejlertsson, 1996; Hair, et al., 2007). The lower 
half of the last page was left blank, and survey participants were encouraged to 
provide comments on the questions and/or the issue of digital music. This can 
prove very valuable, because, as Dillman (1978) states, “It can help overcome one 
of the serious weaknesses of the mail questionnaire, the lack of interviewer impres-
sions and unsolicited comments that provide insights into the questionnaire itself” 
(p. 155). In addition, comments from respondents about the research topic itself 
could add valuable explanations to their behaviour and opinions about digital mu-
sic and the music industry. 
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5.5.2  Questionnaire Dispatch and Responses 

The questionnaire was accompanied by a signed cover letter (see Appendix G) 
pointing to the usefulness of the study, the importance of the respondent’s personal 
participation, and the confidentiality of questionnaire treatment (cf. Dillman, 
1978). No identification number was put on the questionnaires or envelopes, 
which meant that respondents could be guaranteed complete anonymity. This was 
considered important as the questions pertaining to file sharing could be perceived 
as sensitive, given that the respondent knows that downloading copyrighted mate-
rial from file-sharing networks in most cases is illegal. A response envelope with 
prepaid postage and the researcher’s address printed was also enclosed.

About ten days after the questionnaire had been sent, a follow-up postcard was sent 
to the entire sample, with the purpose to thank those who had already responded 
and courteously reminding and encouraging those who had not (cf. Brennan, 
2004; Dillman, 1978; Wärneryd, 1990). Though it is common to send out a re-
minder letter with replacement questionnaire enclosed after about three weeks (cf. 
Brennan, 2004; Dillman, 1978; Wärneryd, 1990), this was not done for this study 
because of time and resource constraints. Eight weeks after the initial mailout of 
the questionnaire, 870 completed questionnaires had been returned, resulting in an 
effective response rate of 38.3 percent. Table 5.3 below provides an overview of 
the responses.

Table 5.3: Overview of Response Rate
Mailout 2,282
Returned as undeliverable -12 
Eligible sample 2,270 
Returned questionnaires 895 
Discarded as incomplete or declined to answer -25 
Completed questionnaires 870 
Response rate 38.3% 

While there is no overall norm or measure of what can be regarded as an accept-
able response rate (Baruch, 1999), the response rate achieved for this study can be 
compared with similar studies. For example, Mathwick et al. (2001) reached a re-
sponse rate of 21.3 percent in a study of experiential value among Internet shop-
pers for which no incentives were offered. There also appears to be a general trend 
toward declining response rates for academic studies (cf. Baruch, 1999; Colombo, 
2000), which may be attributed in part to people’s growing aversion toward unin-
vited mail (cf. Colombo, 2000; Swinyard & Smith, 2003). Baruch (1999) cites 
studies in marketing for which response rates are in the range of 10–20 percent, 
and Colombo (2000) states that response rates from mail surveys in marketing and 
advertising typically are about 20 percent. Several follow-ups/reminders, monetary 
incentives and short questionnaires are regarded as effective ways of increasing re-
sponse rates (e.g. Berdie, 1989; Brennan, 2004; Cooper & Schindler, 2003). 
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Therefore, considering that only one reminder was used, no monetary incentive 
for participating in the survey was offered, and the questionnaire was fairly exten-
sive, the response rate achieved for this study could be viewed as quite high.

An important issue in self-administered surveys is non-response error; that is, “the 
statistical difference between a survey that includes only those who responded and 
a survey that also includes those who failed to respond” (Zikmund, 2000, p. 170). 
Usually, respondents tend to have higher education and more interest in the topic 
than non-respondents (Cooper & Schindler, 2003; Zikmund, 2000). As respon-
dents were completely anonymous in this study, there was no possibility to contact 
non-respondents to check for non-response error. Instead, this was investigated in 
other ways. First, the distribution of respondents’ gender was compared with that 
of the sample frame (which was available for the Postiad sample) and the popula-
tion (which should closely match the SPAR sample, considering that this is a pub-
lic consumer register). The education level of all respondents also was compared to 
that of the population (cf. Zikmund, 2000). The results of this comparison are dis-
played in Table 5.4 below, where the grey boxes represent areas in which data of 
the sample frame are unknown and comparison therefore is made with the Swed-
ish population.

Table 5.4: Gender and Education of Respondents 
Respondents 

%
Sample 

Frame % 
Population 

%
Male (Postiad) 90.4 90.4 50.7
Female (Postiad) 9.6 9.6 49.3
Male (SPAR) 44.4  51.2
Female (SPAR) 55.6  48.8
Education level 
1. Comprehensive school, etc.  12.4 21.1
2. Two years of upper secondary school, etc. 19.0  24.5
3. At least 3 years of upper secondary school, 
etc.

31.3  21.2

4. University degree  35.9  30.4
5. Licentiate or Ph.D. degree .7  .9
Missing .8  2.8

Source (of population statistics): SCB (2006a; 2007). Population statistics for education level is based 
on age groups from 16 to 64 years. 

As seen in Table 5.4, the gender distribution of the respondents from the Postiad 
register is an exact match of that in the sample frame. In the case of SPAR, female 
respondents are slightly overrepresented as compared to the Swedish population. 
The data on respondents’ education levels shows that respondents overall have a 
somewhat higher level of education when compared to the Swedish population, a 
common occurrence in surveys, as noted above. 
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Besides these comparisons, it also would be desirable to test whether nonrespon-
dents differ from respondents in terms of the sampling criteria; i.e. music interest 
and Internet use. Therefore, the common extrapolation method in which early and 
late responses are compared also was used. This method is based on the assumption 
that people who respond later are more similar to nonrespondents (Armstrong & 
Overton, 1977). To estimate the possible differences between those who re-
sponded after the initial mailout (i.e. “first wave”) and those who responded after 
the reminder (i.e. “second wave”), the sample was divided into two parts based on 
the date by which all of the respondents should have received the reminder cards. 
Demographic data of the two groups were compared, along with the measures of 
Internet use and music interest.

An independent samples two-tailed t-test was used to check whether differences 
between the two groups in means of age and music interest were significant at a 
.05 level (cf. Armstrong & Overton, 1977). For the rest of the tested variables, 
which are nominal or ordinal, a Chi-square test was conducted (cf. Hair, et al., 
2007). The results of these tests are displayed in Appendix H. As all t values and 
Pearson Chi-squares were non-significant, it can be concluded that there are no 
significant differences between earlier and later respondents. Thus, nonresponse 
bias does not appear to be a concern, at least not for the characteristics compared 
here. After this assessment, the data were analyzed using a range of techniques, 
which are described in the following section.  

5.6 DATA ANALYSIS

urvey data were analyzed by means of the statistical computer package SPSS. 
As the research questions in this thesis are multidimensional (i.e. involving 
several different dimensions or variables) (cf. Zikmund, 2000), multivariate 

techniques were used to analyze data, test hypotheses (which involved specifying 
and fitting the research model), and develop segments of music consumers. Multi-
variate data analysis refers to “all statistical techniques that simultaneously analyze 
multiple measurements on individuals or objects under investigation” (Hair, Black, 
Babin, Anderson, & Tatham, 2006, p. 4). Such techniques often play a central role 
in segmentation and definition of customer profiles, as they render possible the 
examination of multiple relationships between, e.g., demographic and psycho-
graphic characteristics, and multiple constraints in the marketplace (Hair, Ander-
son, Tatham, & Black, 1998; Molteni & Ordanini, 2003).

Before conducting any multivariate analyses, data were examined and some de-
scriptive statistics obtained in order to get an overview of the characteristics of the 
sample and to assess issues of missing data, outliers and normality of the data (cf. 
Hair, et al., 2006). Missing data, i.e. when “valid values on one or more variables 
are not available for analysis” (Hair, et al., 2006, p. 49), in general is a concern in 

S



METHODOLOGY

101

all research, as missing data can reduce the sample size significantly, as well as dis-
tort results if the data are not missing at random (ibid.). Outliers are defined as 
“observations with a unique combination of characteristics identifiable as distinctly different
from the other observations” (ibid., p. 73, italics in original). They can be prob-
lematic as they may have a large effect on analysis and may be nonrepresentative of 
the population at hand (ibid.). Normality refers to “the shape of the data distribu-
tion for an individual metric variable and its correspondence to the normal distri-
bution, the benchmark for statistical methods” (Hair, et al., 2006, p. 79). It is the 
most fundamental assumption underlying multivariate analysis (ibid.) and can be 
assessed by looking at measures of skewness and kurtosis, and by the Kolmogorov-
Smirnov Z test (de Vaus, 2002). However, as this test tends to result in low signifi-
cance levels (i.e. saying that the distribution probably is not normal) at large sample 
sizes, thus still leaving it up to the researcher to judge whether the deviation from 
normality is large enough to be problematic (ibid.), it is not used in this study.  

The multivariate methods employed in this thesis are discussed more specifically in 
the following sections. 

 5.6.1  Exploratory Factor Analysis 

Factor analysis is used to analyze the structure of interrelationships (correlations) 
among a large number of variables by defining a set of common underlying dimen-
sions, known as factors (Hair, et al., 1998). Hence, the idea is to reduce data from 
the original high-dimensional set into a less-dimensional data set, by finding vari-
ables that belong together and have overlapping measurement characteristics 
(Cooper & Schindler, 2003; Ozer, 2001). Factor analysis is used commonly for 
exploration, as it allows the researcher to detect patterns or structures in latent vari-
ables and to discover new concepts (Cooper & Schindler, 2003). For this purpose, 
exploratory factor analysis was used in the first stage of data analysis. 

There are different ways of constructing the new set of variables. In this thesis, the 
most widely used approach, principal component analysis with Varimax rotation, was 
employed. Varimax rotation is the default rotation of SPSS and, according to Hair 
et al. (1998), it “seems to give a clearer separation of the factors” (p. 110) than 
Quartimax rotation. Regarding sample size, the rule of thumb says that there 
should be at least five to ten times as many observations as there are variables to be 
analysed (ibid.). Principal components are regarded to be sample specific, which 
warrants the use of larger samples (Chatterjee, Jamieson, & Wiseman, 1991). Since 
the sample in this study consisted of 870 usable responses, the ratio was 33 observa-
tions to each variable (for the largest set of variables; i.e. the benefit items).  

To ensure that factor analysis is justified, overall measures of intercorrelation 
among variables in the analysis were assessed. First, Bartlett’s test of sphericity was 
used. It shows whether the correlations between variables are statistically significant 
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at a level of >.05 (Hair, et al., 2006). Second, the overall measure of sampling ade-
quacy (MSA) was measured by a KMO test. This value generally should be over 
.60, although it might go as low as .50 before being deemed as unacceptable. The 
same threshold values also were used for the sampling adequacy of each individual 
variable in the sets (cf. de Vaus, 2002; Hair, et al., 2006).

Different criteria can be used to decide the number of factors to extract, the most 
commonly used being the latent root criterion (e.g. Ozer, 2001). The rationale for 
this technique is that any individual factor should account for the variance of at 
least a single variable, which means that only factors with latent roots (so-called 
eigenvalues) greater than 1 are considered significant (Hair, et al., 1998). Allowing 
factors with eigenvalues less than 1 would mean that they explain less variance than 
a single average variable (Chatterjee, et al., 1991). The amount of variance ex-
plained also can work as a criterion for the number of factors, such that the re-
searcher stops extracting factors when the number of factors together accounts for a 
considerable percentage of the variance in the original data (Chatterjee, et al., 
1991). There is no universal rule of thumb for the percentage of variance that 
should be explained for the factor solution to be considered sufficient, but Hair et 
al. (1998) note that solutions in which factors account for 60 percent (or sometimes 
even less) of the total variance quite commonly are regarded to be satisfactory. This 
criterion, as well as the latent root criterion, was used to decide the number of 
factors in this study. 

To examine the suitability of individual items in the factor solution, the communal-
ities and factor loadings of each variable were assessed. First, the communality of an 
item represents “the amount of variance accounted for by the factor solution” 
(Hair, et al., 1998, p. 113). It is reasonable to require that at least half of the vari-
ance of each variable should be taken into account (ibid.); thus, all variables with 
communalities below .50 were candidates for deletion. Second, the factor loadings, 
i.e. the correlation between the variable and the factor, generally should be above 
.30 to be statistically significant at a .05 level for a large sample, such as the present 
one (Hair, et al., 1998). However, to ensure practical significance, loadings should 
be .50 or more (ibid.). This guideline also was used when assessing whether to 
retain or delete variables in the factor solution.  

5.6.2  Confirmatory Factor Analysis and Structural Equation 
Modelling

Though exploratory factor analysis (EFA) is regarded to be “particularly useful as a 
preliminary analysis in the absence of sufficiently detailed theory about the relations 
of the indicators to the underlying constructs” (Gerbing & Anderson, 1988, p. 
189), it is not a sufficient test of the unidimensionality of constructs (ibid.). Unidi-
mensionality means that all items in a scale intended to measure a construct are 
“strongly associated with each other and represent a single concept” (Hair, et al., 
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1998, p. 117). According to Gerbing and Anderson (1988), a subsequent confirma-
tory factor analysis (CFA) is needed to evaluate and probably also refine the scales. 
Thus, when moving from exploratory to confirmatory factor analysis, the re-
searcher specifies which variables should belong to each factor (cf. Hair, et al., 
1998). The factors are unobserved, latent variables, while the observed variables (i.e. 
items from the questionnaire) are indicators of the factors (ibid.). Based on measures 
of model fit and other salient values, which are discussed later, the researcher can 
omit items until the scale (defined as a measurement model) is sufficiently unidimen-
sional (Ping Jr., 2004).

Following the testing of each individual scale, the whole research model is speci-
fied as a structural model, in which the hypothesized relationships between constructs 
(i.e. unobserved variables) can be assessed (Byrne, 2001; Hair, et al., 1998). The 
specification of the structural model as well as the confirmatory factor analysis is an 
application of structural equation modelling (SEM) (Hair, et al., 2006). The primary 
benefit of using SEM is that the entire research model can be tested, taking all in-
formation into consideration simultaneously (ibid.). In this study, the AMOS 5 
software with maximum likelihood estimation (MLE), which is the default method for 
estimating parameters, was used for CFA and model specification.  

Concerning sample size in SEM, Hair et al. (1998) point out that requirements of 
sample size increase with model size and departures from normality, such that 10–
15 respondents per estimated parameter may be required. However, with MLE, 
sample sizes in excess of 400–500 can make the model too sensitive, detecting even 
very small differences between model and data, which results in poor fit (ibid.). On 
the other hand, without referring to specific numbers, Byrne (2001) states that an 
assumption when using MLE is that the sample is “very large” (p. 70). With these 
remarks in mind, the model was developed based on the entire sample (870), and 
the number of parameters was kept low enough to enable testing of the hypothe-
sized moderating variables on smaller subgroups. 

When running the hypothesized structural model, the researcher’s primary interest 
is “the extent to which a hypothesized model ‘fits’ or, in other words, adequately 
describes the sample data” (Byrne, 2001, p. 75). One must remember, however, 
that a model never can be confirmed by the data; it just can fail to be disconfirmed 
(Anderson & Gerbing, 1988). The assessment of the model starts by looking at the 
parameter estimates in terms of three main issues, explicated in Table 5.5 on the 
following page. 
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Table 5.5: Assessment of Parameter Estimates 
Parameter Estimate 

Issue
Description 

Feasibility of the pa-
rameter estimates 

Absence of offending estimates such as correlations above 1.0 and 
negative error variances (so-called Heywood cases)

Appropriateness of 
standard errors 

Very large or very small standard errors are indicative of poor model 
fit

Statistical significance 
of parameter esti-
mates

The critical ratio (C.R.) between the parameter estimate and its stan-
dard error. This is analogous to a t value and can be assessed as a one-
tailed test if the hypothesis is directional. With a .05 significance level 
and a one-tailed test, the C.R. is 1.645; for a two-tailed test, it is 1.96 

Sources: Derived from Byrne (2001); Hair et al. (1998) 

Following the examination of parameter estimates, the overall model fit is assessed. 
This is done by looking at a number of different indices, the most common being 
the chi-square statistic (shown as CMIN, minimum discrepancy, in the AMOS out-
put). The overall null hypothesis that is tested in SEM is that the model holds in 
the population; thus, the researcher does not want to reject the null hypothesis 
(Byrne, 2001). To suggest good model fit, the CMIN value should be non-
significant; at least >.05, but preferably exceeding .10 or .20 (Hair, et al., 1998). 
However, the chi-square statistic is sensitive to sample size. With large samples 
(exceeding 200 respondents), it tends to be significant even when the model differs 
only slightly from the data (Anderson & Gerbing, 1988; Bentler, 1990; Hair, et al., 
1998). Hence, if other fit indices are good, a model can be judged to have accept-
able fit despite a significant chi-square (cf. Anderson & Gerbing, 1988).

The chi-square statistic also can be used in terms of its ratio to the degrees of free-
dom; the so-called normed chi-square (shown as CMIN/DF in AMOS) (Hair, et al., 
1998). This is a parsimonious fit measure and can be used to assess whether the 
model is representative of the observed data (ibid.). However, since the normed 
chi-square “has been shown to be somewhat unreliable (…), researchers should 
always combine it with other goodness-of-fit measures” (Hair, et al., 1998, p. 659). 
Therefore, four additional indices of model fit were used, as seen in Table 5.6 on 
the following page. Measures of absolute fit show the degree to which the model 
predicts the observed covariances, whereas incremental fit measures compares the 
model to a null model (Hair, et al., 1998).
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Table 5.6: Overview of Model Fit Indices 
Index Type of 

Measure
Rules of Thumb for 

Acceptable Fit 
CMIN/DF Normed Chi-

Square 
Parsimonious fit <5.0 (some say <2 or <3) 

GFI Goodness of Fit Absolute fit >.90 
AGFI Adjusted Good-

ness of Fit 
Incremental fit >.90 

CFI Comparative Fit 
Index 

Incremental fit >.90 

RMSEA Root Mean 
Square Error of 
Approximation 

Absolute fit <.10 (some say <.08) and insignifi-
cant (PCLOSE >.05) 

Sources: Derived from Byrne (2001); Hair et al. (2006); Marsh & Hocevar (1985) 

GFI and AGFI were chosen as they are overall measures that are widely used (cf. 
Ping Jr., 2004). In fact, GFI, and often also AGFI, is reported in most of the studies 
on customer value models reviewed for this thesis. As an additional index of fit, 
CFI is useful since it is less sensitive to sample size (cf. Bentler, 1990; Teo & 
Yeong, 2003). Moreover, RMSEA was used as it is “recognized as one of the most 
informative criteria in covariance structure modelling” (Byrne, 2001, p. 84) and 
has the benefit of giving the goodness-of-fit to be expected for the population (not 
just the sample) (Byrne, 2001; Hair, et al., 1998). In addition, RMSEA has been 
shown to work well with larger samples (Hair, et al., 1998). As a general consid-
eration, it also should be noted that although there are guidelines indicating ac-
ceptable levels of model fit, there is no “absolute” test, implying that the researcher 
always is the ultimate judge of whether to accept the model or not (ibid.). 

If the assessment of the initial model reveals unacceptable levels of goodness of fit, 
the next step, quite naturally, is to find the reason(s) for misfit (Byrne, 2001). In 
doing this, the researcher looks at two primary areas of possible problems: residuals 
and modification indices. First, the standardized residual covariance values are given for 
each pair of variables, and indicate the difference between the observed residuals of 
the covariance and the zero residuals that would exist with a “perfect” model. A 
suggested cutpoint for deeming the residuals as being too large is 2.58. Second, the 
modification indices (MI) provide a value representing the expected drop in overall 
Chi-square if the parameter would be estimated as free instead of fixed (ibid.). That 
is, it gives an indication of the possible improvement in model fit if a coefficient 
would be calculated for the suggested relationship (Hair, et al., 1998). Along with 
this figure, a value of expected parameter change (EPC) indicates how much the esti-
mated covariance or regression weight would change if the parameter was freed 
(Byrne, 2001). There are no general rules of thumb for when an MI value and its 
associated EPC value should be considered too large. While Marsh and Hocevar 
(1985) point to a MI of at least 5 before one should consider respecification on this 
basis, Hair et al. (1998) stress that respecification should not be done based only on 
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modification indices. In addition, the MI is dependent on sample size, which 
means that with a large sample such as the present one, even trivial differences 
could lead to significant MI values (cf. Marsh & Hocevar, 1985).

It also should be noted that since “initially specified measurement models almost 
invariably fail to provide acceptable fit” (Anderson & Gerbing, 1988, p. 412), a 
process of respecification and reestimation follows (ibid.). This implies that the data 
analysis has moved from being confirmatory to contain elements of exploration 
(Anderson & Gerbing, 1988; Byrne, 2001), which also was stated in section 5.2 in 
this chapter. Hence, the modelling strategy applied in this study was one of model
generation (also termed model development), in which the focus is “to locate the 
source of misfit in the model and to determine a model that better describes the 
sample data” (Byrne, 2001, p. 8). This is the most common application of SEM in 
empirical literature (ibid.); it also is a suitable strategy for finding an answer to the 
first research question of this thesis (i.e. “How can customer value of online music 
services be characterized?”). 

When the model was developed and satisfactory fit was achieved, the hypothesized 
moderators were tested. First, subgroups were developed based on the hypothe-
sized moderator (i.e. men vs. women, P2P users vs. non-users, and so on). Then, a 
multigroup analysis was run for each pair of subgroups, and model fit for the un-
constrained model was compared with model fit when measurement weights (i.e. 
the factor loadings of all observed variables) were constrained. If similar goodness-
of-fit measures are obtained for the constrained and unconstrained model, it can be 
assumed that the measurement model is the same, and the unstandardized path 
coefficients can be compared (Garson, 2007a). Thus, following the multigroup 
comparison, the specified model was run separately on the subgroups and path 
coefficients were compared (cf. Hsu, et al., 2006; Keil, et al., 2000). To assess 
whether the differences between path estimates were significant, a comparison was 
made using a calculation procedure referred in Hsu et al. (2006) and Keil et al. 
(2000). The formula for the calculation is found in Appendix I. 

5.6.3  Cluster Analysis 

Whereas factor analysis is a technique for analysing relationships between variables, 
cluster analysis is a set of techniques for grouping similar objects or individuals 
(Cooper & Schindler, 2003). The two techniques are comparable in their common 
objective: to assess structure (Hair, et al., 1998). With cluster analysis, the re-
searcher is looking for a “natural” structure among the observations, and attempts 
to maximize the homogeneity of individuals within the clusters while maximizing 
the heterogeneity between the clusters (ibid.). Cluster analysis, which is regarded as 
a well-established and powerful method, was used in this study to identify con-
sumer segments (cf. Molteni & Ordanini, 2003; Wedel & Steenkamp, 1991), 
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which has been the primary area of use of this technique within marketing research 
(Punj & Stewart, 1983).

In order to be able to structure data in the desired way, we need to answer three 
basic questions: how we should measure similarity; how we should form clusters; 
and how many groups we should form (Hair, et al., 1998). First, similarity was 
calculated with the Euclidian (straight-line) distance between each pair of observa-
tions, where smaller distances indicate greater similarity between observations 
(Hair, et al., 1998; Walsh, et al., 2003). Second, the clusters were formed by a 
non-hierarchical, parallel threshold K-means procedure, in which objects (i.e. indi-
viduals) are assigned to clusters after an initial specification of how many clusters 
that should be formed (Hair, et al., 1998). Individuals who are closest to a cluster 
centre (which is randomly selected from the start) are added to the cluster, but they 
may be reassigned to another cluster during the process (ibid.). Advantages of using 
the K-means method, compared to hierarchical methods, include that it is less sen-
sitive to outliers and to the presence of variables that do not differentiate suffi-
ciently among clusters, and that the procedure can manage large amounts of obser-
vations without deteriorating performance (Punj & Stewart, 1983).  

Third, when it comes to the final number of clusters to be formed, there is no 
standard selection procedure available, so this decision is largely up to the re-
searcher. Hence, cluster analysis does not deliver one “true” solution, but the re-
searcher should compute a number of different solutions and then decide among 
them based on, e.g., practical judgment or conceptualization of theoretical rela-
tionships (Hair, et al., 1998; Walsh, et al., 2003). In this thesis, previous empirical 
studies suggest that online music consumers could be clustered into three to six 
segments based on benefit-type factors. By common sense, this also seems to be a 
manageable number of clusters. For example, Walsh et al. (2003) clustered online 
music consumers into three groups, while Molteni and Ordanini (2003) found five 
clusters in their study. Finally, it also should be acknowledged that since a cluster 
solution can be affected negatively by using inappropriate or undifferentiated vari-
ables, any variables that are not distinctive between clusters should be eliminated to 
obtain maximal definition between the identified groups (Hair, et al., 1998).
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5.7 QUALITY CRITERIA

hen conducting empirical studies, it is vital that questions and data col-
lection are thoroughly prepared in order to minimize measurement 
error and maintain the quality of the study. That is, care should be 

taken to reduce the risk that the observed values are not the same as the true values 
of the characteristics being measured (cf. Hair, et al., 2007). Validity “refers to the 
degree to which instruments truly measure the constructs that they are intended to 
measure” (Peter, 1979, p. 6), while reliability can be defined as “the degree to 
which measures are free from error and therefore yield consistent results” (ibid., p. 
6). In addition to validity and reliability, the related issues of common method variance
and multicollinearity are discussed in the following sections. 

 5.7.1  Validity 

Validity is the most important demand on a measuring instrument, because if the 
instrument does not measure what it is supposed to, it will not matter if the meas-
urement is reliable (Cooper & Schindler, 2003; Eriksson & Wiedersheim-Paul, 
1997). There are two main forms of validity. Internal validity refers to “the extent 
to which differences found with a measuring tool reflect true differences among 
respondents being tested” (Cooper & Schindler, 2003, p. 231), whereas external
validity is concerned with the ability to generalize cause-and-effect relationship 
data to other populations, settings, and times (Cooper & Schindler, 2003; Malhotra 
& Birks, 2003). As external validity really is relevant only for experimental research 
(cf. Malhotra & Birks, 2003), it will not be further discussed here. 

Internal validity commonly is classified into three types: content, construct, and 
criterion validity. First, the content (or face) validity of a measure concerns the 
degree to which the items included adequately represent their construct (Cooper & 
Schindler, 2003; Hair, et al., 2007). Establishing content validity is a subjective, 
judgmental task performed by the researcher and pre-test participants, and, as Coo-
per and Schindler (2003) put it, it is “often intuitive and unique to each research 
designer” (p. 232). Hence, merely looking at content validity is not sufficient, and 
construct and/or criterion validity should be assessed as well (Hair, et al., 2007). 

Construct validity is evaluated by assessing what the construct actually is measuring 
(Hair, et al., 2007). This is checked by looking at two types of construct validity. 
First, convergent validity is obtained when all items of a scale load strongly on one 
factor, and the summated scale has a high correlation with an alternative measure 
of the same concept (Cooper & Schindler, 2003; Hair, et al., 2006). As no such 
alternative measures were attained in this study, convergent validity was assessed by 
keeping only variables with factor loadings higher than .50 (cf. Forsythe, et al., 
2006; Teo & Yeong, 2003) and assuring that all variables loaded significantly on 
their underlying factor in CFA (cf. Anderson & Gerbing, 1988). Second, discrimi-

W
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nant validity is “the degree to which two conceptually similar concepts are dis-
tinct” (Hair, et al., 2006, p. 137). Thus, discriminant validity requires items of a 
scale (factor) to load weakly on all other factors (Hair, et al., 1998; Ozer, 2001); 
i.e. the correlation between the scale and a scale measuring another construct 
should be low (Churchill Jr., 1979; Hair, et al., 2007). The factor loadings in the 
exploratory factor analysis therefore were used to assess discriminant validity by 
ensuring that no items loaded highly into unintended constructs (cf. Forsythe, et 
al., 2006). Furthermore, convergent and discriminant validity were assessed by 
running bivariate Pearson correlation tests on all items together and then examin-
ing correlation matrices (cf. de Vaus, 2002). Provided that correlations with items 
belonging to other constructs are low, and correlations with items pertaining to the 
same construct are high, both types of validity can be said to exist (ibid.). 

Criterion validity indicates whether the measures perform well in predicting or es-
timating other variables/constructs (Cooper & Schindler, 2003; Hair, et al., 2007). 
That is, the researcher would want to know that “the measure behaves as expected 
in relation to other constructs” (Churchill Jr., 1979, p. 72). To establish criterion 
validity, one can test for concurrent and/or predictive validity. These types of validity 
differ only in terms of their time perspective (Cooper & Schindler, 2003). That is, 
a measure has concurrent validity when it correctly predicts an outcome measure 
(criterion) for which data have been collected in the same study (at the same time), 
and predictive validity when the criterion data are collected later (Bergkvist & 
Rossiter, 2007). Hence, for this study, only concurrent validity could be estimated. 
This was tested through the hypothesized relationships in the structural equation 
model. In addition, to assess criterion validity for the segments obtained through 
cluster analysis, differences between variables not included in the cluster solution 
were examined (cf. Hair, et al., 2006). That is, by looking at whether the F values 
for items other than those used as basis for the cluster analysis were significantly 
different between the clusters, criterion validity could be established, as this implies 
that the cluster means are in fact different (ibid.).

 5.7.2  Common Method Variance 

An issue related to the validity of the study is common method variance (CMV). This 
can be defined as “the inflation, or in rare instances deflation, in the true correla-
tion among observable variables in a study” (Malhotra, Patil, & Kim, 2007, p. 24), 
and therefore is “attributable to the measurement method rather than to the con-
structs the measures represent” (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). 
CMV is considered to arise when respondents answer survey questions related to 
dependent and independent questions in the same questionnaire. However, the 
levels of CMV vary among different disciplines, with psychology and education 
showing much higher levels than marketing and other business areas (Malhotra, et 
al., 2007). Moreover, Malhotra et al. (2007) assert that bias caused by CMV is less 
likely to occur when constructs are concrete rather than abstract, and state that 
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constructs such as attitudes, intentions, and behaviours generally are well-
understood by respondents.

Besides the use of concepts that are relatively easy for respondents to understand, 
steps to reduce CMV in this study included assuring respondent anonymity and 
using different response formats and/or scale endpoints for the dependent (i.e. in-
tention to use and willingness to pay) and independent (i.e. customer value and 
perceived fairness of file sharing) constructs. These remedies have been suggested 
by Podsakoff et al. (2003) to control bias caused by CMV. In addition, to test for 
such biases, Harman’s single-factor test was used. With this test, which is the most 
widely used, an exploratory factor analysis is run including all items, independent 
as well as dependent (Podsakoff, et al., 2003; Podsakoff & Organ, 1986) If just one 
factor emerges, or if a single “general” factor explains most of the variance in the 
unrotated solution, this points to high levels of CMV (Malhotra, et al., 2007; Pod-
sakoff & Organ, 1986). 

 5.7.3  Multicollinearity 

Multicollinearity is “the degree to which any variable’s effect can be predicted or 
accounted for by the other variables in the analysis” (Hair et al., 1998, p. 24). 
While this is desirable to some extent in factor analysis, where the researcher wants 
to identify interrelated variables, it can be troublesome in other multivariate tech-
niques (e.g., multiple regression) as it becomes difficult to ascertain the real impact 
of each variable (ibid.). In structural equation models, problems with multicollin-
earity can be detected through offending estimates, such as standardized regression 
weights around 1 or negative variance estimates (Garson, 2007b). In addition to 
controlling for such estimates during model specification and testing, multicollin-
earity also was checked at the measure validation stage by examining the variance
inflation factor (VIF) and tolerance values of all variables in the model (Hair, et al., 
1998). The threshold values recommended by Hair et al. (1998) were used as cut-
offs. That is, a VIF exceeding 10 and a corresponding tolerance of less than .10 
indicates that the variable to a large extent is predicted by other independent vari-
ables and the degree of multicollinearity (or collinearity) is too high (ibid.). 

In cluster analysis, the effect of multicollinearity is different, as these variables will 
be “weighted” more heavily in the analysis (Hair, et al., 1998). While a possible 
solution could be to use summated factor scores instead of basing the clustering on 
all individual items, this is not recommended, as “the variables that truly discrimi-
nate among the underlying groups are not well represented in most factor solu-
tions” (ibid., p. 491). Thus, the VIF and tolerance values of all items to be included 
in the cluster analysis also were examined before proceeding with the analysis.
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5.7.4  Reliability 

Concerning reliability, Hair et al. (2007) state that “A survey instrument (question-
naire) is considered reliable if its repeated application results in consistent scores” 
(p. 241). In other words, to reach high reliability, the instrument should work well 
independent of the researcher, the situation, and the point in time (Cooper & 
Schindler, 2003; Eriksson & Wiedersheim-Paul, 1997). Reliability commonly is 
assessed by estimating one or more of the following: test-retest, alternative-forms (or 
parallel forms) or internal consistency reliability. Since test-retest, as well as alternative-
forms reliability, requires gathering data from the same respondents at two different 
times (cf. Hair, et al., 2007), these estimations could not be performed in the pre-
sent study.

Internal consistency reliability measures to what extent items in a multiple-item 
scale are homogeneous and consistent in reflecting the same construct (Cooper & 
Schindler, 2003; Hair, et al., 2007). The most common way of assessing this is by 
calculating the coefficient alpha (Peterson, 1994), which often is called Cronbach’s
alpha. This measure ranges from 0 to 1, and though there really are no exact guide-
lines as to what constitutes an acceptable level (ibid.), a threshold of .70 often is 
referred to (Nunnally, 1978, cited in e.g. Peter, 1979; Peterson, 1994). However, 
lower levels of Cronbach’s alpha often are considered sufficient for exploratory 
studies. Peter (1979) points out that most research within marketing is not of the 
nature that Nunnally’s guidelines were developed for, and suggests that “lower 
levels of reliability may be acceptable in marketing research studies” (p. 15). Spe-
cifically, Peter (1979), as well as Peterson (1994), note that reliabilities in the range 
of .50 to .60 can be regarded as sufficient in early stages of research. Since most of 
the multiple-item scales employed in this study are used for the first time, this 
lower threshold is used as a rule of thumb.

In addition, since the usefulness of Cronbach’s alpha as an indicator of reliability 
for two-item scales is disputed (cf. Iacobucci, 2001), Spearman-Brown’s split-half
reliability also is reported for all scales in which only two items could be retained, 
as suggested by, e.g., Hulin (2001). A high correlation between the halves indicates 
high reliability in terms of internal consistency (Cooper & Schindler, 2003; Hair, et 
al., 2007). Finally, a further indication of internal consistency was given by exam-
ining correlations between items (inter-item correlation) and between items and the 
scale (item-to-total correlation). For the scale to be regarded as satisfactory, these val-
ues should be at least above .30 (cf. de Vaus, 2002; Hair, et al., 2006). 

As regards the reliability of the cluster solution, which should indicate whether the 
solution is stable, this was tested by running a discriminant analysis based on the 
cluster memberships and the same variables as in the cluster analysis (cf. Punj & 
Stewart, 1983). In addition, a hierarchical clustering with Ward’s method was run, 
restricted to the same number of clusters as had been obtained with the non-
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hierarchical analysis. When these analyses show results similar to the “original” 
cluster solution, it can be regarded as sufficiently stable. However, Punj and Stew-
art (1983) also note that “The ultimate test of a set of clusters is its usefulness” (p. 
146), indicating that the extent to which the cluster solution has implications for a 
field of application, such as theory building or management, is the most important 
criterion.

To sum up, this chapter has provided a description of the methodological choices 
and procedures taken in this study. This included a presentation of the quantitative 
research approach; the exploratory and descriptive research design; the research 
strategy (survey); issues related to sampling and data collection; and the data analy-
sis methods used (exploratory and confirmatory factor analysis, structural equation 
modelling, and cluster analysis). The final section involved a description of the 
quality criteria in terms of validity, common method variance, multicollinearity, 
and reliability. Next, in Chapter Six, the results of the collected survey data are 
displayed, described, and analyzed.



113

Chapter Six 
Results and Analysis 

In this chapter, results of the survey conducted among Swedish consumers are displayed and 
discussed. First, descriptive statistics of all variables are shown, followed by a description in 
section 6.2 of how data were examined and tested for multivariate assumptions. Next, sec-
tion 6.3 outlines how scales were purified and measures validated, while section 6.4 contains 
the specification and testing of the research model(s). Following that, the results of the cluster 
analysis intended to identify music consumer segments are described and discussed. The final 
section, 6.6, shows the results of the analysis performed on the comments provided by respon-
dents in the questionnaires.  

 6.1 DESCRIPTIVE STATISTICS

fter entering all questionnaire data into SPSS, the first step in data treat-
ment was to obtain descriptive statistics for all variables included in the 
questionnaire. Descriptive statistics are used to obtain an understanding of 

the data at hand, and generally involve displaying things such as the frequencies of 
responses within different categories, measures of central tendency (i.e. the mean, 
median, and/or mode), and measures of dispersion, including the range, standard 
deviation, skewness, and kurtosis (Hair, et al., 2007). On the following pages, de-
scriptive statistics for all variables are displayed in tables, grouped by common 
themes. As the notion of a normal distribution is applied to variables measured at 
an interval level (de Vaus, 2002), skewness and kurtosis values are not shown for 
items x1–x6f. 

Table 6.1: Descriptive Statistics of Internet and Media Use 
Variable n Min. Max. Median Mean Std.

x1 Internet connection at home 866 0 3 3 2.77 .69 
x2 Last Internet purchase 864 0 3 3 2.58 .85 
x3a Internet use 864 0 5 5 4.32 1.11 
x3b Web radio use 853 0 5 1 1.32 1.37 
x3c Radio use 862 0 5 4 3.47 1.59 
x3d Public service TV use 865 0 5 4 3.43 1.41 
x3e Commercial TV use 855 0 5 4 3.53 1.44 
x3f Magazine use 866 0 5 3 2.63 1.29 
x3g Newspaper use 867 0 5 4 3.39 1.31 

Regarding the scales for variables included in Table 6.1, x1–x2 ranges from 0 to 3, 
while the scale for variables x3a–x3g ranges from 0 (=never) to 5 (=several times 
per day). Thus, the whole range of response alternatives was used for all variables. 
(For the exact scales and wording of all response alternatives, see Appendix E). In 
addition to the values displayed in the table, it can be noted that 89.2 percent of 
the respondents indicated that they have a broadband connection; that 6.4 percent 

A
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said they had never bought anything via the Internet while 75.1 percent had done 
so within the last three months; and that 83 percent said they use the Internet 
daily. Web radio was the least used medium, with 33.2 percent indicating “never”. 

Table 6.2: Descriptive Statistics of Devices and Digital Music Use 
Variable n Min. Max. Median Mean Std. 

x4a MP3 player use 865 0 5 1 1.37 1.64
x4b Mobile phone use 861 0 5 1 1.65 1.94
x4c Computer use 867 0 5 3 2.96 1.73
x5a MP3 on computer 868 0 4 3 2.54 1.62
x5b Burn CDs 866 0 4 1 1.32 1.19
x5c Transfer to MP3 player 867 0 4 1 1.32 1.41
x6a Rip CDs to files 861 0 4 1 1.00 1.12
x6b Download from P2P networks 865 0 4 1 1.24 1.47
x6c Download from online music service 869 0 4 0 .40 .85
x6d Download from artist’s web site 869 0 4 0 .35 .75
x6e Receive e-mail or instant messages 868 0 4 0 .53 .95
x6f Download from service to mobile phone 870 0 4 0 .16 .52

The scale for variables x4a–x4c ranges from 0 (=never) to 5 (=several times per 
day), while the scale for variables x5a–x6f ranges from 0 (=never) to 4 (=weekly or 
more often). Thus, the whole range of response alternatives was used for all vari-
ables in Table 6.2. In addition to the values displayed in the table, it can be noted 
that more than half of the respondents at least sometimes listen to music on MP3 
player and/or mobile phone. Only 10.9 percent indicated that they never listen to 
music on their computer, while 24.5 percent said they do so daily. Not all of this 
listening is in the form of digital music files, however, as 19.4 percent said they 
never listen to digital files on their computer. Further, 72.3 percent at least some-
times burn digital files to CDs, while 57.5 percent indicated that they obtain files 
by “ripping” them from CDs. 51.4 percent at least sometimes download music 
from P2P networks, 23.5 percent from online music services, 23.6 percent from 
artists’ web sites (or similar), and 10.6 percent from mobile phone services. 32.6 
percent at least sometimes get digital music files via e-mail or instant messages. 

For the sets of variables displayed in tables 6.3 and 6.4 on the following pages, re-
sponses to questions x7a–x10l are given on a Likert-type scale indicating strength 
of agreement from 1 to 7. For all variables, the whole range of response alternatives 
was used. Having noted this, the minimum (1) and maximum (7) values for vari-
ables x7a–x10l are not shown in the tables that follow. Furthermore, concerning 
the measures of dispersion that illustrate the shape of the distribution, i.e. skewness 
and kurtosis, there are some rules of thumb. Skewness values outside the range of 
+1 to -1 indicate that the distribution is substantially skewed, while kurtosis values 
higher than +3 or lower than -3 indicate a too peaked or too flat distribution, re-
spectively (Hair, et al., 2007). Hence, values outside of either of these ranges are 
highlighted in grey in all tables. 
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Table 6.3: Descriptive Statistics of Music Involvement, Music Knowledge and Perceived Fairness of 
File Sharing

Variable n Median Mean Std. Skewness Kurtosis
x7a Strong music interest 870 6 5.46 1.48 -.67 -.39
x7b Music as part of lifestyle 866 5 4.74 1.77 -.33 -.90
x7c Music says a lot about a person 863 4 4.34 1.61 -.16 -.76
x7g One of the music experts 869 3 3.28 1.88 .43 -.92
x7h Know pretty much about music 864 4 4.08 1.71 -.02 -.98
x7i Don’t feel knowledgeable* 860 2 3.03 1.88 .55 -1.01
x7j Know less about music than oth-
ers*

868 2 2.71 1.54 .66 -.28

x8a Not violate law* 869 3 3.54 2.11 .33 -1.25
x8b No incentive for artists* 870 2 2.62 1.74 .95 -.12
x8c Mostly positive for artists 869 5 4.73 1.57 -.36 -.48
x8d Record labels don’t care 869 5 4.84 1.65 -.38 -.73
x8e Would never pay for digital music 868 4 3.79 2.10 .20 -1.30
x8f Artists cannot expect to make 
money on recorded music 

870 2 2.30 1.39 .98 .31

*) These variables were reverse coded in the analysis; the values reported here are based on the 
original score in order to display the actual responses to the item.  

Table 6.4: Descriptive Statistics of Desired Benefits and Expected Sacrifice 
Variable n Median Mean Std. Skewness Kurtosis

x9a Sound quality 870 7 6.42 1.10 -2.33 5.89
x9b Show or share play lists 860 5 4.63 1.72 -.38 -.60
x9c Choose format 870 7 5.95 1.42 -1.45 1.67
x9d Support function 868 5 5.03 1.73 -.50 -.70
x9e Duplicate files 869 7 5.98 1.53 -1.58 1.75
x9f Compatible with all player brands  869 7 6.25 1.32 -2.01 3.81
x9g Opportunity to sample 866 7 6.16 1.32 -1.79 2.98
x9h Editorial material 867 5 5.04 1.61 -.57 -.37
x9i Transfer to other devices 870 7 6.32 1.20 -2.28 5.56
x9j Online community 868 4 3.95 1.68 .01 -.67
x9k Recommendation features 869 5 4.57 1.64 -.35 -.57
x9l Display new releases and new artists 868 6 5.44 1.43 -.85 .40
x9m Customized play lists 868 4 3.98 1.74 -.07 -.82
x9n Share downloaded files 868 6 5.15 1.80 -.70 -.55
x9o Discounts for members 869 6 5.37 1.65 -.95 .29
x9p Pay via SMS 865 5 4.77 1.84 -.43 -.79
x9q Pay via phone bill 870 5 4.98 1.76 -.58 -.53
x9r Broad selection 869 7 6.45 1.08 -2.66 8.11
x9s Brand I can trust 870 6 5.72 1.51 -1.22 .966
x9t Rare and unpublished titles 870 6 5.39 1.57 -.82 -.01
x9u Easy search 867 7 6.55 .91 -2.97 11.49
x9v Offer music videos 869 5 4.75 1.74 -.34 -.71
x9w Good reputation 858 6 5.92 1.30 -1.27 1.34
x9x Pay via digital wallet 868 5 5.17 1.67 -.73 -.20
x9y Topical selection 868 6 5.94 1.33 -1.49 2.13
x9z Ensure artist payment 869 7 6.10 1.38 -1.74 2.73
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Table 6.4, cont. 
Variable n Median Mean Std. Skewness Kurtosis

x10a Unauthorized use of credit card* 868 5 4.61 2.04 -.42 -1.17
x10b Credit card information no riskier 
online

869 3 3.60 2.00 .27 -1.19

x10c Misuse of personal information* 867 5 4.32 1.93 -.20 -1.16
x10d Current prices too high* 867 6 5.53 1.75 -1.08 .20
x10e Current prices good buy 862 2 2.67 1.71 .89 -.07
x10f Not being able to recover songs* 865 4 4.30 2.02 -.22 -1.18
x10g Something wrong with purchased 
file*

866 4 3.90 1.84 .04 -1.03

x10h Viruses and spyware infections* 867 4 3.94 2.02 .01 -1.27
x10i Complicated and time-
consuming*

868 4 3.70 1.92 .15 -1.14

x10j Breakdown or problems when 
downloading* 

867 4 3.65 1.89 .21 -1.08

x10k Purchase by accident* 870 2 2.74 1.78 .84 -.34
x10l Cumbersome to download soft-
ware*

869 4 4.04 2.12 .02 -1.35

*) To reflect the negative (i.e. sacrifice) aspect of customer value, these variables were reverse coded 
in the analysis. The values reported here are based on the original score in order to display the ac-
tual responses to each item.  

Table 6.5: Descriptive Statistics of Intention to Use and Willingness to Pay 
Variable n Min. Max. Median Mean Std. Skewness Kurtosis

x11a Single fee for 
each track 

870 1 7 3 3.30 2.04 .38 -1.19

x11b Single fee for 
each album 

870 1 7 3 3.39 1.93 .25 -1.19

x11c Monthly fee for 
subscription

870 1 7 2 2.23 1.65 1.36 .95

x11d Free access to 
ad-sponsored 
downloads 

870 1 7 3 3.18 2.04 .45 -1.13

x11e Single fee for 
track from artist web 
site

870 1 7 4 4.05 2.04 -.12 -1.24

x12a File with cur-
rent hit song 

847 0 100 5.00 6.13 7.36 7.38 81.25

x12b File with older 
song by familiar artist 

847 0 100 4.00 5.10 7.44 7.93 87.10

x12c File with new 
song by unfamiliar 
artist

847 0 100 3.00 3.79 5.66 8.10 112.07

x12d Downloadable, 
current album 

841 0 200 40.00 43.22 34.97 .91 .73

x12e Access to music 
library

843 0 300 15.00 33.78 49.04 2.23 6.19
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Concerning the descriptives in Table 6.5, intention to use an online music service 
(x11a–x11e) was measured on a 7-point scale indicating the likelihood of use for 
each alternative. The whole range of the scale was used for all items. Willingness to 
pay (x12a–x12e) was asked as an open-ended question, thus allowing for the wid-
est possible range of responses. As can be noted in the column of maximum values, 
there are some extreme values distorting the distribution of variables x12a–x12c 
and x12e. Attention to the potential problem of outliers is given in section 6.2.2. 

Table 6.6: Descriptive Statistics of Respondent Demographics 
Variable n Min. Max. Frequency 

(absolute)
Freq.
(%)

Me-
dian

Mean Std. Skewness Kurtosis 

x13
Gender 

864 0 1 Male: 686  
Female: 178 
Missing: 6

78.9
20.5

.7

0 NA NA Skewed (cf. 
de Vaus, 
2002) 

NA

16-19 years: 65 7.5
20-24 years: 59 6.8
25-34 years: 125 14.4
35-44 years: 255 29.3
45-54 years: 265 30.8
55+ years: 91 10.5

x14 Age 860 16 62 

Missing: 10 1.1

41 39.9 11.98 Ratio scale: 
-.36

Categories:
-.66

Ratio scale: 
-.87

Categories:
-.18

Comprehensive 
school etc.: 108 12.4
2 years of upper 
secondary school 
etc.: 165 19.0
At least 3 years of 
upper secondary 
school etc.: 272 31.3
University de-
gree: 312 35.9
Licentiate or 
Ph.D. degree: 6 .7

x15
Educa-
tion 

863 1 5 

Missing: 7 .8

3 2.93 1.04 -.50 -.85

Student: 116 13.3
Employee: 607 69.8
Owner of busi-
ness: 73 

8.4

Pensioner: 18 2.1
Unemployed: 32 3.7
Other*: 13 1.5

x16
Occupa-
tion 

859 1 6 

Missing: 11 1.3

2 NA NA NA NA

Small town or 
village: 241 27.7
Mid-sized town:
267 30.7
Other large 
town: 148 17.0
Sthlm, Gbg, 
Malmö: 204 23.4

x17
Residen-
tial area 

860 1 4 

Missing: 10 1.1

2 NA NA NA NA

NA = Not applied, since the mean is used mostly for metric data (i.e. measured with an interval or 
ratio scale) (cf. Hair, et al., 2007). Here, it is applied to the education variable as well (measured on 
an ordinal scale). 
*) “Other” includes respondents on parental leave, sick leave, and in military service. 
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The full range of all nominal (x13, x16, x17) and ordinal (x15) scales was used for 
all questions on demographic characteristics. Regarding age, it was expected that 
no respondent would be more than 59 years (or 60, if someone had their birthday 
recently), considering the selection criteria in the database from which the ad-
dresses were ordered. However, apparently the year of birth for some respondents 
was incorrect in the Postiad database. In addition, it should be noted that the cho-
sen basis for dividing respondents into age categories is the same as used by Statis-
tics Sweden (see, e.g., SCB, 2007). Finally, the high levels of Internet use, online 
purchase, and music interest suggest that the criteria defining the target population 
were fulfilled (cf. Chapter Five, p. 90). 

 6.2 DATA EXAMINATION

nce the descriptives were compiled, data were examined to see if there 
were any problems with missing values, outliers, or non-normality of the 
data. The results of these procedures are described next.  

 6.2.1  Missing Data 

Analysis of missing data revealed that no single variable exceeded the 15 percent 
threshold of missing values; i.e. the point at which one should consider deletion of 
the variable or case (cf. Hair, et al., 2006). Missing values were in the range of 0–
3.3 percent per variable. When examining missing values within the cases (i.e. ob-
servations), it was found that among the cases that had missing data, most of them 
were missing only one or a few values. The highest amount of missing data was 
one case with 12 percent. Thus, as no observation was missing more than 15 per-
cent of the data; all cases were retained.

Still, the effects of missing values can be significant, as the computer programs used 
for statistical analysis (i.e. SPSS and AMOS) require cases/variables with missing 
values either to be excluded from analysis or replaced by an estimated value. An 
examination of all cases and variables revealed that the method of listwise deletion 
of cases from the analysis (i.e. excluding a case that has a missing value on any of 
the variables, cf. de Vaus, 2002) would result in a loss of 21.3 percent of the cases, 
in effect decreasing the sample size from 870 to 685. While this still is a large sam-
ple, there is a risk of introducing bias and distorting patterns by using listwise dele-
tion (de Vaus, 2002). Therefore, the Expectation–Maximation (EM) method was 
used to replace missing values in all quantitative variables, except age. As the EM 
method involves estimation of the missing value based on regression, taking into 
account any number of grouping variables, it is regarded to provide much better 
predictions than using the group or series mean (ibid.). Moreover, EM is consid-
ered to introduce the least bias into structural equation models (Hair et al., 1998).

O
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6.2.2  Outliers 

Outliers were identified by examining the “Extreme Values” table supplied by the 
Descriptive Statistics function in SPSS, and subsequently by looking at scatter plots 
of the variables that seemed to be affected by outliers. For most of the variables, no 
significant outlier problems were discovered. However, investigation of the items 
measuring “willingness to pay” (WTP) showed that the replacement of missing 
data by EM in a few cases had resulted in negative values. This actually implies that 
the respondent would expect to be paid for acquiring a file or getting access to a 
music library. Since values less than 0 obviously are not feasible, the discovered 
negative values were changed to 0.

At the other end, deletion of a few outliers exhibiting extremely high values in 
items x12a–c and e was considered. However, since such a decision should be 
“taken with care” (de Vaus, 2002, p. 95) and one should try to retain outliers if 
possible (cf. Hair, et al., 2006), another approach was chosen. Instead of deleting 
outliers or recoding their values (cf. de Vaus, 2002), new variables with 6-point 
scales ranging from 0 (0 SEK/song) to 5 ( 12 SEK/song) were created for items 
x12a–c. The points of the scale were developed after examination of frequency 
tables of the specific values in SEK stated by respondents. In order to obtain com-
parable scales for all variables measuring WTP, variables with a 6-point scale (from 
0 SEK/album or subscription to 120 SEK) also were created for items x12d and 
x12e.

Though strictly speaking, this an ordinal scale, it can be argued that the scale 
closely resembles an interval scale, as the differences between scale points are 
known (in the same way that Likert-type scales commonly are regarded as inter-
val). In fact, Babakus et al. (1987) suggest that when using ordinal scales in a struc-
tural equation modelling program, there likely is no problem to handle the ordi-
nality of the data as long as the number of categories is large. Similarly, according 
to Bentler and Chou (1987, cited in Byrne, 2001), a categorical (ordinal) variable 
with four or more categories and normal distribution can be used with continuous 
methods, such as SEM with maximum likelihood estimation. With this in mind, 
the new WTP variables will be used when testing the research model with SEM. 
Descriptive statistics of these variables are displayed in Table 6.7 on the following 
page.
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Table 6.7: Descriptive Statistics of Willingness to Pay – Ordinal Scale 
Variable n Min. Max. Freq.

(abso-
lute)

Freq.
(%)

Me-
dian

Mean Std. Skew-
ness

Kurto-
sis

0 SEK: 
108 

12.4

>0-3<: 
98

11.3

3-<6: 366 42.1
6-<9: 69 7.9
9-<12: 
173 

19.9

x12a WTP Hit 
song

870 0 5

12: 56 6.4

2 2.31 1.40 .16 -.70

0 SEK: 95 10.9
>0-3<: 
184 

21.1

3-<6: 397 45.6
6-<9: 51 5.9
9-<12: 
101 

11.6

x12b WTP Older 
song

870 0 5

12: 42 4.8

2 2.01 1.27 .58 .02

0 SEK: 
225 

25.9

>0-3<: 
177 

20.3

3-<6: 324 37.2
6-<9: 49 5.6
9-<12: 77 8.9

x12c WTP Song 
by unfamiliar 
artist

870 0 5

12: 18 2.1

2 1.57 1.29 .58 -.15

0 SEK: 91 10.5
>0-30<: 
253 

29.1

30-<60: 
302 

34.7

60-<90: 
105 

12.1

90-<120: 
95

10.9

x12d WTP 
Album

870 0 5

120: 24 2.8

2 1.92 1.23 .52 -.22

0 SEK: 
368 

42.3 1.04 

>0-30<: 
163 

18.7

30-<60: 
198 

22.8

60-<90: 
25

2.9

90-<120: 
68

7.8

x12e WTP Music 
library

870 0 5

120: 48 5.5

1 1.32 1.50 .12
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6.2.3  Normality of the Data 

As could be seen in the tables included in section 6.1, a number of variables had 
skewness and/or kurtosis values outside of the specified accepted range, an often 
occurring situation in evaluative research (cf. Sweeney, et al., 1997). However, as 
the notion of a normal distribution is applied only to variables measured at an in-
terval level (de Vaus, 2002), it is primarily the non-normal values of some items 
among the “desired benefits” and “willingness to pay” concepts that are of con-
cern. The most severely affected variables, i.e. the “willingness to pay” items, 
achieved a more normal distribution after the recoding into ordinal scales (cf. Table 
6.7). For some other variables, one could consider transforming the non-normal 
distribution into a more normal shape (de Vaus, 2002). However, this procedure 
results in the transformed variables being measured in units that are different from 
the other variables included in the analysis, which may cause problems when inter-
preting the results. Moreover, Hair et al. (2006) as well as de Vaus (2002) point out 
that the effects of non-normality decrease with larger (randomly drawn) sample 
sizes. That is, when the sample size exceeds 200, deviations from normality may be 
negligible (Hair, et al., 2006), and it “does not seem to have a severe effect on re-
sults” (de Vaus, 2002, p. 78). Therefore, it was decided to leave all variables as they 
were without transformation, and instead consider dropping them from the analysis 
if they seemed to be problematic.

 6.3 MEASURE PURIFICATION AND VALIDATION

he first step in the process of purifying and validating the scales was to 
conduct an exploratory factor analysis, as explained in the methodology 
chapter. As an important assumption when undertaking factor analysis is 

that the sample is homogeneous concerning the underlying factor structure (Hair, 
et al., 2006), it had to be investigated whether different factors would be obtained 
from different subsamples.

It is reasonable to assume that experience of online music, either from file-sharing 
networks or from legitimate alternatives, would have an impact on how people 
respond to questions related directly to online music (cf. Chu & Lu, 2007). There-
fore, some bivariate correlations between demographic variables and variables x6b 
(frequency of downloading from P2P networks) and x6c (frequency of download-
ing from online music services) were run. For the correlations involving only non-
metric variables (i.e. all except age), Spearman’s rank-order correlation coefficient 
was used (cf. Hair, et al., 2007). No significant relationships were found between 
education and the two online music variables. For gender, a significant, but small, 
positive correlation was found with use of online music services (i.e. women were 
somewhat more likely to use such services than men) but not with use of P2P 
networks. Finally, age was significantly negatively correlated with both of these 

T
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variables (see Table 6.8 below). That is, younger respondents were more likely to 
use P2P networks as well as online music services.

Table 6.8: Correlation between Age and Use of P2P Networks and Online Music Services 
x14 Age 

x6b Download from P2P Networks Pearson Correlation -.343 
 Sig. (two-tailed) .000 

n 855
x6c Download from Online Music Services  Pearson Correlation -.176 
 Sig. (two-tailed) .000 

n 859

Based on this finding, a one-way ANOVA was conducted to see whether the 
means of variables x7a–x10l differed significantly among age groups and, conse-
quently, whether any homogeneous subsets existed in terms of age groups. For this 
purpose, Scheffe’s test was used as this gives the most conservative estimate when 
assessing differences between group means (Hair, et al., 2006; Hair, et al., 2007). 
This test revealed a few differences between primarily the two youngest groups 
(i.e. 16–19 and 20–24) and the oldest (55+ and, to some extent, 45–54). There-
fore, separate exploratory factor analyses were conducted on variables x7a–x7j, 
x8a–x8f and x10a–x10l for the two youngest and the two oldest groups. These 
analyses did not result in any decisive differences in factor structure. Thus, the 
sample was deemed sufficiently homogeneous to proceed with running the factor 
analysis on the entire sample. Instead, as hypothesized, the final model of customer 
value is tested on different age groups as well as users/non-users of online music 
services and file-sharing networks to see whether these variables could work as 
moderators of the tested relationships.

In the following sections, the purification and validation of scales to be used in the 
structural model is described. This involves demonstrating the unidimensionality, 
consistency (in terms of model-to-data fit), reliability and validity of measures (cf. 
Ping Jr., 2004). The procedure, as described earlier, starts by running an explora-
tory factor analysis (EFA). Then, confirmatory factor analysis (CFA) is performed to 
evaluate and refine the scales. Once the scales are developed and unidimensionality 
established, reliability can be assessed using coefficient (Cronbach’s) alpha (Gerbing 
& Anderson, 1988), and, for two-item scales, split-half test. Finally, validity and 
CMV are assessed using the procedures described in the Methodology chapter. 

The constructs for which scales are developed are presented in the same order as 
they appeared in the questionnaire. All variables that were reverse scored before 
the analysis are marked with (r) in the tables. Moreover, to make the tables easier 
to read, all factor loadings less than .45 are suppressed.
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 6.3.1  Involvement and Knowledge 

Though the measures of music involvement and music knowledge (x7a–c and 
x7g–j) will be used only as moderators and thus not be included in the structural 
model, the scales were tested to see whether they could be regarded as unidimen-
sional measures of the intended constructs. The two scales were not developed 
specifically for this research, but since they were somewhat adapted and translated, 
an exploratory factor analysis was run nonetheless to check whether items loaded as 
expected. However, the Scree test, latent root, and variance extracted criteria all 
resulted in one factor, with all items loading strongly together instead of falling into 
one “involvement” and one “knowledge” factor. On consideration, this seems 
quite logical: when people are more emotionally involved in music, they probably 
consume more music and music-related information, which in turn makes them 
more knowledgeable about music. Furthermore, item x7c (“A lot can be said 
about a person from the music he/she owns”) had a very low communality (.28), 
much lower than the other variables in the set. A likely reason for this lack of cor-
relation with the other items is that this statement was not transferable readily to 
products other than cars, for which it was originally tested (cf. Moorthy, et al., 
1997). Hence, this item was removed and a new factor analysis was run.  

This resulted in the same factor, explaining more of the variance than the “old” 
solution (70.66 percent compared to 63.85 percent). Overall measures of intercor-
relation for the two-factor solution were assessed by Bartlett’s test of sphericity, 
which was statistically significant at .00, and the KMO test, which resulted in a 
value of .85, well above the lower threshold of .50. MSA of all individual variables, 
as well as communalities, also came out over the limits. Factor loadings and com-
munalities of the variables included in the final factor solution for the involve-
ment/knowledge construct are displayed in Table 6.9 on the following page. 
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Table 6.9: Factor Solution for Music Involvement and Knowledge 
Variables Factor Loadings Communalities Total Variance 

Music Involvement 
& Knowledge 

Explained 

x7h Know pretty much about 
music .91 .82
x7a Strong music interest  

.85 .72
x7g One of the music experts  

.84 .71
x7i Don’t feel knowledgeable (r)

.84 .70
x7b Music as part of lifestyle  

.81 .66
x7j Know less about music than 
others (r) .80 .64 70.66%

Loadings <.45 suppressed.  

Running a confirmatory factor analysis on the Music Involvement & Knowledge scale, 
including all items as suggested by the exploratory factor analysis above, resulted in 
a very poor fit. Eventually, after dropping items x7j and x7i (in that order) and 
running the two initial constructs separately, the scale was tested as a latent con-
struct comprised of one Involvement and one Knowledge dimension (see Figure 6.1 
on the following page). Given the reasoning of the relationship between a con-
sumer’s involvement in and knowledge about music, as expressed on the previous 
page, Music Interest was regarded to be a sufficiently inclusive name for the emerged 
construct. Specifically, interest can be defined as “a feeling that accompanies or 
causes special attention to an object or class of objects” (Merriam-Webster, 2007). 

Figure 6.1: Music Interest Construct  
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As could be seen in Figure 6.1, all standardized factor loadings of the Music Interest
construct are well above the .50 rule of thumb suggested by Hair et al. (2006). 
They also were significant at p<.001. Inter-item correlations were above .80 (the 
same values as item-to-total since there were only two items in each dimension), 
i.e. well above the .30 threshold (cf. Hair, et al., 2006). Furthermore, despite the 
fact that only two items in each dimension could be retained, this construct 
achieved a good fit as well as a high Cronbach’s alpha. Split-half reliability also is 
reported, as suggested by, e.g., Hulin (2001). However, as displayed in Table 6.10 
below, split-half reliability and alpha have exactly the same values.

Table 6.10: Music Interest Construct – Model Fit and Reliability 
Con- Model Fit Indices Reliability 
struct CMIN/

DF
GFI AGFI CFI RMSEA PCLOSE Item-to-

Total
Correla-

tion

Cron-
bach’s

Split-
half 

Music
Interest 3.16 .998 .982 .999 .050 .381 .90

x7a .81 Involvement 
x7b .81 .88 .88
x7g .82 Knowledge
x7h .82 .90 .90

Given these results, Music Involvement and Music Knowledge cannot be regarded as 
completely distinct constructs. On the other hand, as they constitute two different 
dimensions of a second-order latent construct, they cannot be transformed into one
summated scale. Therefore, they will be tested separately for moderating effects, as 
hypothesized.

 6.3.2  Perceived Fairness of File Sharing 

For the items intended to measure aspects of respondents’ perceived fairness of file 
sharing, EFA showed communalities below .50 for variables x8d and x8a; there-
fore, these variables were dropped (in that order). Regarding item x8a (“It is im-
portant for me not to violate any law when acquiring music”), it was noted during 
the imputation of the questionnaire data into SPSS that many respondents seemed 
to agree with this statement, even though they in fact were using P2P services 
(which they responded to in question x6b). Probably, this is a manifestation of the 
idea that file-sharing should not be illegal because of its prevalence among “ordi-
nary people” and the idea that it is not harmful to anyone. Such comments were 
made by several respondents in the open section at the end of the questionnaire. 
Concerning item x8d (“Record labels only have profit in mind and do not at all 
care about what consumers want”), which was adapted from Huang (2005), the 
fact that many respondents agreed to this statement (mean = 4.84) cannot offset the 
fact that the statement in itself is contradictory. As one respondent noted in the 
“comments” section of the questionnaire: “The profits of record companies are in 
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all probability directly connected to their sales, i.e. they sell what the customer asks 
for”. In other words, both of these items seem to have resulted in somewhat am-
biguous and/or contradictory responses; thus, it seems logical that they did not 
perform well in the analysis. Hence, with the weaknesses of these two items in 
mind, the final solution resulted in two factors, each composed of two variables. 
Together, the factors accounted for 70.46 percent of the variance. One factor is 
related to perceptions of the effects of file-sharing on artists, and the other to the 
attitude or belief that digital music is something that one could or should get for 
free rather than paying for. Bartlett’s test of sphericity was statistically significant at 
.00, and the KMO value was .54. MSA of all individual variables also exceeded 
.50. Further results of the factor solution are displayed in Table 6.11 below.  

Table 6.11: Factor Solution for Perceived Fairness of File Sharing 
Variables Factor Loadings Communalities Variance 

Perceived Effects of 
File Sharing on 

Artists

View of Digital 
Music as Free 

Explained

x8b File sharing decreases 
incentive for artists to make 
music (r) .86 .75
x8c File sharing is mostly posi-
tive for artists .81 .69 35.63%
x8f Artists can’t expect to make 
money on recorded music .85 .72
x8e Would never pay for digi-
tal music as long as I can get it 
for free .80 .66 34.84%

Rotation converged in 3 iterations. Loadings <.45 suppressed.  

As constructs with only two or three items are under- or just-identified, no model 
fit indices can be obtained (Ping Jr., 2004). Nevertheless, a confirmatory factor 
analysis was run to check loadings of the two constructs. For Perceived Effects of File 
Sharing on Artists, factor loadings were .61 and .68, while the items in View of Digi-
tal Music as Free had loadings of .50 and .75. All factor loadings were significant at 
p<.001. Reliability analysis of the two constructs revealed satisfactory inter-item 
and item-to-total correlations (see Table 6.12 on next page). As noted earlier, split-
half reliability is checked in addition to Cronbach’s alpha, since the scales comprise 
only two items each. While the measures of reliability are somewhat low, they still 
are within the suggested range of .50 to .60 for exploratory research (Peter, 1979; 
Peterson, 1994). Thus, the constructs are retained so that they can be tested in the 
research model. Given the exploratory nature of this research and the ongoing, 
heated debate about file sharing, it was considered important to keep a measure 
that captures at least some aspect of consumers’ perceived fairness of file sharing. 
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Table 6.12: Perceived Fairness of File Sharing Constructs - Reliability 
Construct Item-to-Total Correlation Cronbach’s Split-half

x8b (r) .42Effects of File Sharing 
on Artists x8c .42 .58 .59

x8e .37View of Digital Music 
as Free x8f .37 .51 .54

6.3.3  Customer Value of Online Music Services 

Concerning the largest set of variables, i.e. the product attributes and risk/price 
items that should be combined into a customer value construct, it was noted in the 
Methodology chapter that “it was considered to be better to keep a fairly long list 
of items and then purify the measure after data collection (cf. Churchill Jr., 1979)” 
(p. 93). Hence, given this approach and the non-normal distribution of some of 
the variables (as displayed in Table 6.4 on p. 115), it was anticipated that quite a 
few of the product attribute items would be dropped after EFA and CFA. Conse-
quently, the exploratory factor analysis resulted in several rounds of dropping items 
based on one or more of the following criteria: 

 the item had too low communality (<.50) 
 the item had too low factor loading (<.50) 
 the item loaded into more than one factor 
 the item did not belong conceptually to the factor it loaded into  

The final factor solution from the EFA, which is displayed in Table 6.13 on the 
following page, included seven factors composed of a total of 25 variables (loadings 
below .45 are omitted from the table). As expected, some of the most severely 
skewed and peaked variables (e.g., x9a, x9r and x9u) could not be retained in the 
analysis. The KMO value of the solution was .84, and Bartlett’s test of sphericity 
was statistically significant at .00. MSA of all individual variables ranged between 
.55 and .94. Together, the seven factors explained 66.28 percent of the variance.

Three of the factors were found to reflect expected sacrifice in the form of Perform-
ance Risk (Factor 1), Price (Factor 6), and Privacy Risk (Factor 7). Consequently, the 
other four factors capture different benefits. The first benefit factor comprises four 
items related to somewhat more intangible aspects of online music services, i.e. 
reputation, trust, ensured artist payment, and a topical selection, hence the name 
Intangibles. The next factor reflects the desired possibilities to sample files before 
purchase and to use purchased files freely, and therefore was named Flexibility (four 
items). The third benefit factor consists of four items reflecting different additional 
services/features of an online music service; thus, it was called Features. Finally, 
three items related to payment methods and discounts fell into a fourth factor, con-
sequently named Payment.
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Table 6.13: Factor Solution for Customer Value 
Variables Factor Loadings Com-

muna- 
Vari-
ance

Perfor-
mance 
Risk 

Intangi-
bles 

Flexi-
bility 

Fea-
tures

Pay-
ment 

Price Pri-
vacy
Risk 

lities Ex-
plained

x10j Breakdown or 
problems download-
ing (r) 

.86 .76

x10i Complicated and 
time-consuming (r)  .78 .61
x10g Something 
wrong with file (r) .74 .59
x10h Virus and spy-
ware (r) .74 .66
x10k Purchase by 
accident (r) .73 .56 13.41%
x9w Good reputation  .74 .62 
x9s Brand I can trust   .72 .60 
x9z Ensure artist 
payment .69 .53
x9y Topical selection  .68 .61 10.99%
x9f Compatible with 
all brands of players .79 .70
x9e Duplicate files  .79 .67 
x9i Transfer to other 
devices .76 .66
x9g Opportunity to 
sample .67 .57 10.44%
x9k Recommenda-
tion features .82 .74
x9m Customized play 
lists .78 .65
x9j Online commu-
nity .74 .62
x9l Display new 
releases and new 
artists

.57 .58
9.69%

x9p Pay via SMS  .88 .84 
x9q Pay via phone 
bill .86 .81
x9o Discounts for 
members .50 .52 7.79%
x10e Current prices 
good buy .93 .88
x10d Current prices 
too high (r) .92 .89 7.10%
x10a Unauthorized 
use of credit card (r) .78 .76
x10b Credit card 
information no riskier 
online

.74 .55

x10c Misuse of per-
sonal information (r) .66 .62 6.85%
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Based on these results, each factor was run separately in a confirmatory factor 
analysis, and Cronbach’s alpha was calculated for each scale. Two of the four De-
sired Benefits scales were performing as could be expected from the EFA. However, 
for the Intangibles factor, the model fit was not satisfactory (CMIN/DF 8.73, 
RMSEA .094 and PCLOSE .027). Though the modification indices showed small 
values, all indications of estimated parameter change involved item x9z. Moreover, 
although Cronbach’s alpha would decrease when removing any item, the smallest 
change in alpha was related to deleting item x9z. Consequently, this item was 
dropped. Regarding the Payment factor, alpha would increase from .77 to .84 if 
item x9o was deleted. This variable therefore was dropped from the analysis.  

For the first Expected Sacrifices factor, Performance Risk, similar problems as with the 
Intangibles factor were encountered (CMIN/DF 12.32, RMSEA .114 and 
PCLOSE .000). The smallest change in alpha would come from deleting variable 
x10k, which also had the lowest R2 at .40. Dropping this item resulted, however, 
in an even worse fit, and after inspection of the modification indices, item x10g 
was deleted; resulting in a three-item scale. For the Privacy Risk factor, reliability 
analysis revealed that alpha would increase from .67 to .78 if item x10b was 
dropped, which subsequently was done. Finally, as the Price factor consisted of only 
two items to begin with, only factor loadings, item-to-total correlation and alpha 
could be assessed, all of which were satisfactory. All resulting scales of the Benefits
and Sacrifices are shown in Table 6.14 below. Loadings for all factors were signifi-
cant (p<.001) and in the range of .60 (x9l) to .88 (x10e). 

Table 6.14: Benefits and Sacrifices Constructs – Model Fit and Reliability 
Model Fit Indices ReliabilityConstruct 

CMIN/ 
DF

GFI AGFI CFI RMSEA PCLOSE Item-to-Total 
Correlation 

Cronbach’s Split-
half

x9s .58  
x9w .59  

Intangibles  

x9y .54 .74 
4.47 .995 .975 .994 .063 .242 x9e .60  

   x9f .68  
   x9g .57  

Flexibility 

   x9i .64 .80 
1.29 .999 .993 .999 .018 .780 x9j .59  

   x9k .69  
   x9l .53  

Features

   x9m .58 .79 
x9p .72  Payment
x9q .72 .84 .84
x10h .60  
x10i .65  

Performance
Risk

x10j .74 .81 
x10d .77  Price
x10e .77 .87 .87
x10a .64  Privacy Risk 
x10c .64 .78 .78
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Now, according to the operationalization of customer value, Desired Benefits and 
Expected Sacrifices together should make up dimensions in a reflective Customer
Value construct. However, when trying to fit this model, problems arose. The first 
attempt quickly revealed that the intended Price dimension clearly was inappropri-
ate and did not work at all as a reflective indicator of a multidimensional, second-
order latent Customer Value construct. Not only was the regression weight (i.e. 
factor loading) of the Price dimension insignificant (p=.39), item x10d also had a 
negative error variance (i.e. a Heywood case) and an “impossible” R2 of 4.33. De-
leting the offending item (x10d) did not solve the problem as the estimated regres-
sion weight still was insignificant and model fit indices quite poor.  

Unfortunately, excluding the intended Price dimension altogether did not help. 
Though all regression weights in Model 3 were significant, model fit still was not 
acceptable and the modification indices showed many values that were very high. 
Above all, the sacrifices constructs were troublesome as they seemed to be highly 
correlated with each other. Examples of MIs in Model 3 include Performance Risk

Privacy Risk 153.29; Privacy Risk  Performance Risk 149.20; and Privacy Risk
x10h 86.74. The standardized covariance residuals also showed too high values for 
some of the variables, in particular x10h. This item therefore was removed. Even 
though the resulting model (no. 4) did show an improvement in model fit, the 
solution was not admissible due to a Heywood case and regression weights exceed-
ing 1, all connected to variable x10j. In addition to this, both of the “sacrifices” 
dimensions (Privacy Risk and Performance Risk) had extremely low R2 at .05 and .02, 
respectively. Taking all of these impediments into account, it was decided to stop 
trying to fit the Customer Value construct as reflected by Desired Benefits and Ex-
pected Sacrifices.

The model fit indices for the four tested models are provided in Table 6.15 below, 
along with a brief description of the changes made in each model compared to the 
previous one. 

Table 6.15: Customer Value Construct – Fit of Alternative Models 
Model Steps Taken Model Fit Indices 

no. CMIN/
DF

GFI AGFI CFI RMSEA PCLOSE

1 Including all constructs developed 
based on EFA and CFA 

5.18 .909 .883 .900 .069 .000

2 Excluding “Price” item x10d 5.47 .909 .882 .890 .072 .000
3 Excluding the “Price” dimension 5.61 .915 .887 .899 .073 .000
4 Excluding “Performance Risk” 

item x10h 
4.93 .929 .904 .917 .067 .000
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On consideration, there seem to be two possible explanations to the problems in 
fitting the Customer Value construct. First, it is conceivable that even though “de-
sires” as well as “expectations” can be measured at a pre-purchase level, they are 
not compatible in the same construct. On the other hand, measuring sacrifices as 
“desired sacrifices” is logically impossible as nobody can be presumed to desire a 
sacrifice. While it would have been possible to measure benefits as expected rather 
than desired, this would have compromised the main idea of investigating what 
product attributes and hence benefits are most important to prospective online 
music consumers. In addition, it has been found that it is difficult for respondents 
to distinguish between desired and minimum expectations (cf. Caruana, Ewing, & 
Ramaseshan, 2000), which indicates that asking about expected rather than desired 
benefits probably would not have solved the problem. Finally, as the Desired Bene-
fits concept was conceptualized in the same way as “benefits sought”, it was impor-
tant for the forthcoming cluster analysis that benefits were measured in terms of 
desires.

The alternative (or additional) explanation is theory-based and involves taking a 
different perspective on the concept, as it is quite possible—even likely—that cus-
tomer value should be measured as a formative construct. As discussed in the litera-
ture review, this has been argued by Lin et al. (2005), as well as Roig et al. (2006) 
(cf. Chapter Three, pp. 29–30). Lin et al. (2005) maintain that since the trade-off 
definition of the concept means that “give” and “get” components (i.e. bene-
fits/sacrifice) constitute the customer value construct, these components should be 
viewed as parts of the construct. Almost analogous arguments have been made by 
Rossiter (2002) in referral to service quality, and Jarvis et al. (2003) about per-
ceived risk, which can be viewed as similar concepts. In conclusion, it might be 
desirable to test the pre-purchase customer value construct as formative. However, 
testing such a model would necessitate the use of other methods and software, such 
as Partial Least Squares (PLS) (cf. Chin, 1998; Jarvis, et al., 2003). Taking into con-
sideration the available timeframe and the researcher’s non-existent experience in 
such methods, the decision was to leave the test of a formative model to future 
research and instead find other means to study customer value in relation to the 
other constructs included in the research model.  

One option is to use the single item x10e (“good buy”) as a measure of customer 
value in the traditional unidimensional “value for money” fashion. As this item 
(together with x10d) clearly did not reflect a price dimension in a reflective cus-
tomer value construct, it can be hypothesized that it, in fact, is a better measure of 
a unidimensional “give versus get” construct. Using such a straightforward concept 
might even be desirable, as the result would be a more parsimonious model with 
more degrees of freedom per estimated coefficient. Following Cohen’s (1990) ad-
vice about the “less is more” principle, “we should be studying few independent 
variables and even fewer dependent variables” (p. 1304). Thus, a simpler model 
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using variable x10e as a Customer Value construct will be specified and tested. Simi-
lar single-item measures of customer value have been used in several previous stud-
ies reviewed here, including Hartline and Jones (1996), McDougall and Levesque 
(2000), and Sirohi et al. (1998), and also in a B2B context (Caruana, Money, & 
Berthon, 2000). Moreover, as discussed in Chapter Five (p. 95), there also can be 
advantages with single-item measures (cf. Bergkvist & Rossiter, 2007; Drolet & 
Morrison, 2001; Rossiter, 2002). 

As stated in Chapter Four, pre-purchase customer value of online music services is 
defined as a consumer’s anticipation about the outcome of acquiring digital music from an 
online music service, based on future benefits (“get” components) and sacrifices (“give” com-
ponents). With the intended multidimensional construct replaced by the current 
one, this conceptual definition still is valid. However, another operationalization is 
necessary, as the concept to be measured in the model no longer involves desired 
benefits and expected sacrifices. Thus, customer value is re-operationalized as a 
unidimensional construct reflected by consumers’ evaluations of a single item indi-
cating the implicit trade-off of expected benefits and sacrifices of acquiring digital 
music from an online music service.  

 6.3.4  Intention to Use and Willingness to Pay  

Three of the five measures of intention to use an online music service, as explained 
in Chapter Five (cf. p. 94), were single items indicating different types of services. 
As the first two items were intended to be used in the structural equation model to 
indicate the intention to use a pay-per-download service, an exploratory factor 
analysis was conducted to see if the variables were loading as expected. Initially, 
using the latent root criterion, all five items loaded into a single variable accounting 
for 52.18 percent of the variance. However, restricting the solution to rotate into 
two factors would increase the variance explained to 70.97 percent. Consequently, 
this was done. This factor solution resulted in items x11a and x11b loading to-
gether as intended, but item x11e (“single fee for track from artist’s web site”) also 
fell into this component. As this also was a measure of a “single fee”-type of ser-
vice, this solution was accepted provisionally, to be tested with CFA. Though the 
remaining two items fell into one factor, this factor will not be used as suggested, 
since the two variables represent two different types of services which were not 
intended to be tested in the structural model anyway. KMO for the factor solution, 
which is displayed in Table 6.16 on the following page, was .74, Bartlett’s test of 
sphericity was significant at .00, and MSA of all individual variables ranged from 
.68 to .85.
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Table 6.16: Factor Solution for Intention to Use 
Variables Factor Loadings Communalities Variance 

Intention to Use 
Pay-Per-Download 

Services

Intention to 
Use Other 
Services

Explained

x11a Single fee for 
each track .92 .84
x11b Single fee for 
each album .88 .82
x11e Single fee for 
track from artist’s web 
site .76 .66 44.88%

x11d Free access to 
ad-sponsored 
downloads  .79 .65
x11c Monthly fee for 
subscription .74 .59 26.10%

Rotation converged in 3 iterations. Loadings <.45 suppressed.  

Running the Intention to Use (for pay-per-download services) construct in CFA 
revealed no particular problems. All factor loadings were significant at p<.001 and 
ranged from .67 to .87. However, it was found that Cronbach’s alpha would in-
crease from .84 to .87 if item x11e was deleted. Although .84 still is a good level of 
alpha, it was decided to drop item x11e, since it was not intended to be included 
in the construct to begin with. The resulting two-item scale had factor loadings of 
.85 and .90, both significant at p<.001. Reliability tests are shown in Table 6.17. 

Table 6.17: Intention to Use Construct – Reliability 
Construct Item-to-Total Correlation Cronbach’s Split-half

x11a .76Intention to Use Pay-
Per-Download Service x11b .76 .87 .87

EFA for the “willingness to pay” variables showed basically the same result as Inten-
tion to Use. The initial factor solution (using the latent root criterion) resulted in 
only one factor, explaining 55.97 percent of the variance. However, since two 
factors would account for 74.31 percent, the solution was fixed to two factors. 
This resulted in four of the five items, all relating to pay-per-download services, 
being loaded into one factor. As item x12d had a communality value below .50, it 
was dropped and the EFA was run again. The final factor solution for Willingness to 
Pay, which is displayed in Table 6.18 on the following page, accounted for 81.14 
percent of the variance. The KMO value of the solution was .72, Bartlett’s test of 
sphericity was significant at .00, and MSA of all individual variables ranged from 
.67 to .82.
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Table 6.18: Factor Solution for Willingness to Pay 
Variables Factor Loadings Communalities Variance 

WTP for Single 
Download

WTP for Sub-
scription Service

Explained

x12a File with current hit 
song .90 .82
x12b File with older song 
by familiar artist .89 .79
x12c File with new song 
by unfamiliar artist .76 .66 54.73%

x12e Access to music 
library (subscription) .98 .98 26.41%

Rotation converged in 3 iterations. Loadings <.45 suppressed.  

The CFA for the Willingness to Pay construct resulted in significant loadings 
(p<.001) between .66 and .89. Measures of reliability also were satisfactory, as seen 
in Table 6.19 below. In addition to the values shown in the table, inter-item cor-
relations ranged from .53 to .72. Hence, the construct was retained as suggested by 
the exploratory factor analysis. 

Table 6.19: Willingness to Pay Construct – Reliability 
Construct Item-to-Total Correlation Cronbach’s Split-half

x12a .74
x12b .70

WTP for Single Download 

x12c .61 .83

6.3.5  Validation of the Measures 

Now that all scales are purified and tested for unidimensionality and reliability, 
they should be validated before moving to the specification and testing of the re-
search model. To test for convergent and discriminant validity, a bivariate Pearson cor-
relation was conducted including all items, as described in Chapter Five. Though 
the Music Involvement and Music Knowledge constructs are not parts of the model as 
such, they nevertheless are included in the correlation matrix. Since they are used 
as bases for dividing the sample into subgroups when testing for moderating influ-
ences, it is important that the constructs exhibit validity so that the items can be 
transformed to summated scores. 

The results of the validity test are displayed in Table 6.20 and 6.21 on the follow-
ing pages. Correlations between variables that are supposed to measure the same 
construct are marked with grey in both tables.  
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Table 6.20: Correlations between Variables in Research Model   
x7a x7b x7g x7h x8b

(r)
x8c x8e x8f x10e x11a x11b x12a x12b x12c

x7a 1     

x7b .805
**

1     

x7g .616
**

.590
**

1    

x7h .680
**

.628
**

.823
**

1   

x8b
(r)

.078
*

.045 .074 
 * 

.074
*

1

x8c .159
**

.146
**

.141
**

.126
**

.415
**

1

x8e .016 .035 .022 -
.013

.113
**

.205
**

1

x8f -
.052

-
.056

-
.006

-
.035

-
.006

.142
**

.373
**

1

x10e -
.064

-
.011

-
.101

**

-
.107

**

-
.228

**

-
.175

**

-
.146

**

-
.110

**

1

x11a .147
**

.150
**

.116
**

.135
**

-
.010

.011 -
.278

**

-
.144

**

.112
**

1

x11b .214
**

.229
**

.175
**

.191
**

.018 .012 -
.212

**

-
.133

**

.119
**

.764
**

1

x12a -
.036

-
.007

-
.068

*

-
.036

-
.130

**

-
.126

**

-
.233

**

-
.161

**

.405
**

.356
**

.316
**

1

x12b .059 .081 
*

-
.002

.030 -
.139

**

-
.113

**

-
.235

**

-
.222

**

.410
**

.289
**

.265
**

.716
**

1

x12c .029 .056 .024 .008 -
.145

**

-
.065

-
.184

**

-
.132

**

.324
**

.262
**

.233
**

.589
**

.533
**

1

**) Correlation is significant at the .01 level (two-tailed) 
*) Correlation is significant at the .05 level (two-tailed) 

As can be seen in Table 6.20 above, all items have the highest correlations with 
those pertaining to the same construct. Variables x7a and x7b also correlate highly 
with x7g and x7h, which is to be expected considering that they constituted two 
dimensions in a Music Interest construct in CFA. In addition, as anticipated, the 
items measuring Intention to Use and Willingness to Pay correlate significantly with 
the other construct’s variables. 

On the following page, Table 6.21 displays correlations between variables included 
in the cluster analysis.
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Table 6.21: Correlations between Variables in Cluster Analysis 
x9e x9f x9g x9i x9j x9k x9l x9m x9p x9q x9s x9w x9y x10a x10c x10h x10i x10j

x9e 1    
x9f .544** 1   
x9g .421** .539** 1
x9i .527** .555** .483** 1
x9j .090* .181** .225** .217** 1
x9k .171** .238** .328** .264** .573** 1
x9l .210** .261** .310** .293** .420** .486** 1
x9m .150** .191** .225** .186** .438** .555** .414** 1
x9p .126** .219** .216** .222** .319** .236** .259** .257** 1
x9q .103** .215** .235** .200** .309** .236** .312** .233** .722** 1
x9s .148** .279** .290** .244** .224** .287** .432** .230** .251** .277** 1
x9w .169** .334** .349** .304** .280** .268** .357** .189** .231** .239** .535** 1
x9y .241** .373** .370** .355** .263** .343** .526** .285** .318** .339** .466** .479** 1
x10a -.121 

**
-.027 .037 -.047 .115** .053 .104** .042 .088** .123** .177** .190** .126** 1

x10c -.068 
**

-.001 .034 -.037 .099** .045 .066 .052 .044 .084* .141** .146** .088** .644** 1

x10h -.160 
**

-.073 
*

.012 -.112 
**

.105** .029 .083* .058 .107** .093** .164** .137** .104** .468** 473** 1

x10i -.067 
*

-.030 .023 -.046 .037 .003 .000 .008 .025 .040 .081* .053 .037 .301** .300** .493** 1

x10j -.070 
*

.008 .044 -.006 .068* .039 .061 .048 .095** .102** .153** .135** .104** .372** .386** .600** .672** 1

**) Correlation is significant at the .01 level (two-tailed) 
*) Correlation is significant at the .05 level (two-tailed) 
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The items included in the cluster analysis are those that were retained after CFA, as 
shown in Table 6.14 (p. 129). However, given the problems with the intended 
Price dimension, and the fact that one of the items is used instead as a first-order 
Value for Money construct in the respecified research model, only the Privacy Risk
and Performance Risk variables are included as Sacrifices. Table 6.21 reveals that all 
variables but one have the highest correlations with their intended construct. All 
individual benefit measures also are correlated significantly with each other, as an-
ticipated. The notable exception is item x9l (“Display new releases and artists”), 
which has correlations with two other variables that are equally high or higher 
than with those in the same construct. These values are shown in bold in the table. 
As this indicates an insufficient level of discriminant validity for this variable, it will 
not be included in the cluster analysis. Besides this item, these correlations, consid-
ered together with the factor loadings obtained in EFA and CFA, indicate that the 
measures display satisfying levels of convergent and discriminant validity.

Next, to test for possible bias caused by common method variance, all items included 
in the model were entered into an exploratory factor analysis and the unrotated 
solution was examined (i.e. Harman’s single-factor test, as explained in Chapter 
Five, p. 110). This included all variables shown in Table 6.20. The result of the 
unrotated factor solution was five factors that together explained 73.4 percent of 
the total variance, each accounting for between 7.5 and 24.4 percent. As the “larg-
est” factor accounted for only a third of the explained variance, and the solution 
delivered several factors, this was regarded as a satisfactory result. Harman’s single-
factor test also was performed on all items to be used in the cluster analysis; that is, 
those shown in Table 6.21, excluding x9l. The unrotated solution resulted in five 
factors, together accounting for 66.8 percent of the variance. Each factor explained 
between 6.5 and 26.1 percent. Since this means that there is no “general” factor 
explaining the majority of the variance, the result was viewed as satisfactory. 

Finally, while problems of multicollinearity in structural equation models normally 
show up as offending estimates, e.g., standardized regression weights around 1 or 
negative variances (Garson, 2007b), this also was tested separately. Tolerance and 
variance inflation factors (VIF) of all variables were examined. The tolerance values 
ranged between .40 and .92, and the corresponding VIF values were between 2.49 
and 1.09. Compared to the suggested cutoff thresholds of >.10 for tolerance and 
<10 for VIF (Hair, et al., 1998), these statistics suggest that multicollinearity is not 
a problem in the model. Collinearity diagnostics also were obtained for the items 
to be included in the cluster analysis. Tolerance values for these variables were be-
tween .44 and .65 while VIFs ranged from 2.27 to 1.53; thus giving no indications 
of troublesome multicollinearity.  
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With all variables having passed the tests of validity, common method variance and 
multicollinearity, the analysis proceeds to specifying the research model and testing 
the hypotheses.

6.4 MODEL SPECIFICATION AND HYPOTHESIS TESTING

irst, let us consider the research model that was developed in Chapter Four 
(see Figure 4.1, p. 80). As an outcome of (1) the failure to fit the Customer
Value construct in the confirmatory factor analysis and the subsequent reop-

erationalization of the concept, and (2) the two distinct constructs obtained to 
measure different aspects of Perceived Fairness of File Sharing, the research model had 
to be respecified before trying to fit the model with SEM. First, the Desired Benefits
and Expected Sacrifices as reflective indicators of Customer Value are omitted from the 
figure. Second, Perceived Fairness of File Sharing is shown as two correlated con-
structs that both are hypothesized to have negative relationships with Customer
Value, Intention to Use, and Willingness to Pay. Thus, Hypothesis 4 was re-
formulated accordingly:  

H4: Consumers’ perceived effect of file sharing on artists is negatively asso-
ciated with
a) customer value of online music services
b) intention to use online music services 

 c) willingness to pay for online music 
 Consumers’ view of digital music as free is negatively associated with 
 d) customer value of online music services

e) intention to use online music services 
 f) willingness to pay for online music 

The same respecification also is applied to the moderating effects of P2P use, as can 
be seen in Figure 6.2 on the following page, which shows the respecified model to 
be tested with SEM. 

Model specification also involves setting the reliabilities of each construct, which is 
commonly done by fixing the factor loading of one item in each construct to 1 
(Hair, et al., 2006). Otherwise, the model will be underidentified. Accordingly, in 
each construct, the item that had the highest loading in CFA was fixed to 1. As 
regards the single-item measure of Customer Value, the procedure is somewhat dif-
ferent. While it is quite feasible to use single-item constructs in structural equation 
modelling, it cannot be assumed that the single indicator provides a perfect (i.e. 
error-free) estimation of the latent construct (cf. Anderson & Gerbing, 1988). That 
is, it is preferable that the factor loading of item x10e to the latent construct, 
and/or the error term variance associated with the indicator, is fixed to some value 

F
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lower than 1 (Hair, et al., 1998). There are different more or less arbitrary ways of 
doing this (cf. Anderson & Gerbing, 1988), but the choice was to follow the sug-
gestion of Hair et al. (1998) and fix the loading and the error term. Since the vari-
ance of the error term is determined by the indicator’s reliability (squared factor 
loading) anyway, Hair et al. (1998) suggest that both values are set, as this increases 
model parsimony. To do this, the loading that item x10e had in the Price construct, 
which was .885, was used as a basis. The reliability of this variable in a single-item 
construct then is simply .8852; i.e. .78. Thus, the error term was specified as 1–.78. 
Accordingly, the path coefficient of x10e as a single indicator of the latent Value
construct was fixed to .78, and the error term variance to .22. 

Moderating Variables Affected Relationship Hypothesis 
Gender  CV  Int. to Use H5 (male +) 
Age CV  WTP H6 + 
Music Involvement CV  Int. to Use 

CV  WTP 
H7a ? 
H7b ? 

Music Knowledge CV  Int. to Use 
CV  WTP 

H8a ? 
H8b ? 

P2P Network Use Effects of F-S on Artists  CV 
Effects of F-S on Artists  Int. to Use 
Effects of F-S on Artists  WTP 
Digital Music as Free  CV 
Digital Music as Free  Int. to Use 
Digital Music as Free  WTP 

H9a – 
H9b – 
H9c – 
H9d – 
H9e – 
H9f – 

Online Music Service Use CV  Int. to Use 
CV  WTP 

H10a + 
H10b + 

Figure 6.2: Respecified Research Model 

H4c–

H2+

H1+

H4a–

View of 
Digital Music

as Free 

Willingness to 
Pay

Intention 
to Use

H3+CUSTOMER 
VALUE

H4b–

Perceived
Effects of File 
Sharing on 

Artists

H4d–

H4f–

H4e–
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Now, as pointed out by Anderson and Gerbing (1988), as well as Byrne (2001), 
data analysis with structural equation modelling usually involves processes of re-
specification and reestimation. First, the path from Perceived Effect of File Sharing on 
Artists to Willingness to Pay turned out to be non-significant in all subgroups, as 
well as in the total sample. Considering the fact that even quite small correlations 
can become significant with a large sample size, it can be concluded that this path 
was unimportant. Therefore, following the advice of Byrne (2001) and practice of, 
e.g., Baker et al. (2002), it was removed “in the interest of scientific parsimony” 
(Byrne, 2001, p. 76). Thus, Hypothesis H4c as well as 9c could be rejected at an 
early stage of the model development process.  

Next, even though the model seemed problem-free and achieved a good fit when 
testing it on the total sample, a so-called Heywood case (i.e. negative error vari-
ance), accompanied by a factor loading >1, started to appear in variable x8c (the 
Perceived Effect of File Sharing on Artists construct) when running the model in some 
of the subgroups. While problems with Heywood cases can be handled by fixing 
the error term variance to a small positive value (e.g., .005), this really is not a 
good solution as it “only masks the underlying problem and must be considered 
when interpreting the results” (Hair, et al., 1998, p. 610). Still, this method was 
tested to see how it would affect the results, but it turned out that offending esti-
mates showed up in other variables instead. Consequently, the most viable option 
seemed to be to delete one of the two items in the affected construct.

Though the Heywood case and factor loading >1 were associated with item x8c, 
examination of modification indices and standardized residuals suggested that most 
of the problem seemed to be connected to the reverse-coded item x8b. According 
to Ping (2004), research indicates that “mixing positively and negatively worded 
items can adversely affect measure consistency/unidimensionality” (p. 128). This 
also was the experience from the CFA performed in this study, as problems ap-
peared with all constructs in which positively and negatively worded items were 
mixed (i.e. Music Knowledge, Privacy Risk, and Price). In addition to this, item x8b 
also had lower factor loading than x8c, which means that it explains less of the 
variance in the intended construct. Taking all of these issues into consideration, 
x8b was dropped and x8c was retained to represent the construct, which now 
could be less ambiguously interpreted as the extent to which respondents think that 
file sharing has a mostly positive effect on artists. The reliability of the item was fixed in 
the same way as was done with x10e. That is, the factor loading of x8c from CFA 
(.678) was squared, giving the value .46 for the path coefficient and, consequently, 
.54 for the error variance.
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6.4.1  Model Results in Total Sample 

After the discussed respecifications, the model was fitted again in the total sample 
and in all subgroups. No further problems with offending estimates emerged and 
good measures of model fit were obtained for all groups. Figure 6.3 below shows 
the complete model for the total sample (n=870).

Figure 6.3: Customer Value Model: Result on Total Sample 

All measures of model fit indicated that the model fits the data well, as seen in Ta-
ble 6.22 below. The multivariate assessment of normality showed that no variables 
were exceeding the thresholds of skewness (-1 to +1) and kurtosis (-3 to +3). In 
addition, all standardized residual covariances were well under the 2.58 limit, and 
the modification indices showed only few and small values.

Table 6.22: Model Fit Indices: Total Sample  
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE 

1.26 .20 .994 .985 .998 .017 .999 

The variance accounted for in each construct, i.e. the squared multiple correlations 
(analogous to R2), is displayed in Table 6.23 on the following page. 
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Table 6.23: Squared Multiple Correlations: Total Sample 
Variable/Construct Estimate of Squared  

Multiple Correlation 
Customer Value .065
x10e Current prices good buy .924 
Intention to Use Pay-Per-Download Service .161
x11a Single fee for each track .892
x11b Single fee for each album .654
Willingness to Pay for Single Download .400
x12a File with current hit song .774 
x12b File with older song by familiar artist .662 
x12c File with new song by unfamiliar artist .442 
x8c File sharing is mostly positive for artists .780 
x8f Artists cannot expect to make money on recorded music  .245 
x8e Would never pay for digital music as long as I can get it for free .565 

As can be seen in the table above, as well as in Figure 6.3, the two file-sharing 
constructs together account for a modest 6.5 percent of the variance in Customer
Value (as measured by the “good buy” variable). The file-sharing constructs, to-
gether with customer value, explain 16 percent of Intention to Use, while View of 
Digital Music as Free, Customer Value and Intention to Use together account for 40 
percent of the variance in Willingness to Pay.

Furthermore, results of the first four hypotheses can be assessed by examining the 
regression weights (path coefficients) and their associated significance. These are 
presented in Table 6.24 on the following page. 
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Table 6.24: Regression Weights and Significance of Paths: Total Sample 
Path Unstandardized 

Estimate 
Standardized 

Estimate 
Standard 

Error
Critical 
Ratio

Sig.

CV  Int. to Use .071 .077 .035 2.018 .022
CV  WTP .247 .421 .020 12.505 ***
Int. to Use 
WTP

.187 .291 .025 7.342 ***

Effect of F-S on 
Artists  CV 

-.109 -.156 .030 -3.636 ***

Effect of F-S on 
Artists  Int. to 
Use

.099 .155 .029 3.468 ***

Digital Music as 
Free  CV 

-.485 -.159 .150 -3.225 ***

Digital Music as 
Free  Int. to Use 

-1.127 -.403 .162 -6.951 ***

Digital Music as 
Free  WTP 

-.333 -.186 .083 -4.033 ***

Effect of F-S on 
Artists  Digital 
Music as Free 

.650 .314 .124 5.260 ***

x10e  CV .780 .961 Path is fixed to .78 
x11a  Int. to Use 1.0 .945 Path is fixed to 1 
x11b  Int. to 
Use

.811 .809 .050 16.179 ***

x12a  WTP 1.0 .880 Path is fixed to 1 
x12b  WTP .835 .813 .033 25.072 ***
x12c  WTP .693 .665 .034 20.369 ***
x8c  Effect of F-
S on Artists 

.460 .883 Path is fixed to .46 

x8e  Digital 
Music as Free 

2.293 .752 .036 7.505 ***

x8f  Digital 
Music as Free 

1.0 .495 Path is fixed to 1 

***) Significant at p<.001 (one-tailed) 

Looking at the hypothesized relationships, we can see first that Customer Value is 
significantly and positively correlated with Intention to Use. From a statistical stand-
point, Hypothesis 1 therefore is supported. However, considering the fact that 
the standardized path estimate is only .08, this relationship is merely trivial, accord-
ing to the rule of thumb for correlation coefficients displayed in Table 6.25 on the 
following page. Given that this means that the practical significance is limited, Hy-
pothesis 1 is regarded as only partially supported.
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Table 6.25: Descriptors of Correlation Coefficients of Various Sizes 
Descriptor of Correlation Correlation Coefficient 

Trivial .01-.09
Low to moderate .10-.29
Moderate to substantial .30-.49
Substantial to very strong .50-.69
Very strong .70-.89
Near perfect .90-.99

Source: Adapted from de Vaus (2002) 

Second, the relationship between Customer Value and Willingness to Pay is positive 
and significant, with a path estimate of .42, which indicates a substantial correla-
tion. Hypothesis 2 therefore is supported. Third, the path from Intention to Use to 
Willingness to Pay also is positive and significant, showing a moderate correlation of 
.29, which gives support to Hypothesis 3. Fourth, as regards the hypothesized 
relationships between the perceived fairness of file sharing and the three focal con-
structs, the findings indicate mixed support. The single-item Perceived Effects of File 
Sharing on Artists construct indeed has a significant and negative correlation with 
Customer Value (-.16), but the relationship with Intention to Use is, surprisingly, sig-
nificantly positive at a low to moderate level (.16). Taken together, this result lends 
support for Hypothesis 4a, while Hypothesis 4b is rejected. (Hypothesis 4c, as 
stated earlier, was rejected during model development.) View of Digital Music as Free
has, as anticipated in Hypotheses 4d-f, significant and negative correlations with 
Customer Value (-.16), Intention to Use (-.40) and Willingness to Pay (-.19), which 
then provides support for all three part hypotheses.

Hence, most of the hypothesized direct relationships were supported by the struc-
tural model data. The hypothesized moderating effects, as described in Chapter 
Five (p. 106), were tested by running the model on separate subgroups. Results of 
these analyses are shown on the following pages.

 6.4.2  Model Results in Gender Subgroups 

The first hypothesis to be tested in a subgroup was that gender would affect the 
relationship between Customer Value and Intention to Use, such that the correlation 
would be stronger for male than for female consumers. First, Table 6.26 shows that 
the model fit was very good in both groups. In addition, neither modification indi-
ces nor the standardized residuals indicated problems in either of the two groups.

Table 6.26: Model Fit Indices: Gender Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE 

Male (n=686) 1.25 .20 .992 .982 .997 .019 .996 
Female (n=178) .55 .95 .987 .970 1.000 .000 .996 
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As described in Chapter Five (p. 106), unstandardized path coefficients were com-
pared after establishing via multigroup analysis that the measurement model did not 
differ between the two groups. Though Hypothesis 5 concerns only one of the 
relationships in the model, all paths were compared to see whether there were fur-
ther differences between men and women in the sample. The results are displayed 
in Table 6.27 below.

Note that the standardized path estimates are shown in the table, as they are easier 
to compare visibly, while the calculations of whether differences are significant 
were done based on the unstandardized estimates. This is because cross-group com-
parison of standardized path coefficients “confounds differences in strength of rela-
tionship with differences in the ratio of independent to dependent variable vari-
ances” (Garson, 2007a). Furthermore, as the formula for calculation of differences 
(see Appendix I) takes sample size into account, the fact that the male subsample is 
almost four times larger than the female should not inflate the differences. 

Table 6.27: Comparison of Path Coefficients: Men vs. Women 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of Difference 
between Path Estimates 

Male Female
CV  Int. to Use + .06

(n.s.)
.18

*
<.001 (one-tailed)

CV  WTP + .47
***

.28
***

<.001 (two-tailed)

Int. to Use  WTP + .26
***

.39
***

<.001 (two-tailed)

Effect of F-S on Artists 
CV

-.16 
***

-.07 
(n.s.)

<.001 (two-tailed)

Effect of F-S on Artists 
Int. to Use 

.19
***

-.05 
(n.s.)

<.001 (two-tailed)

Digital Music as Free  CV -.16 
**

-.28 
*

<.001 (two-tailed)

Digital Music as Free  Int. 
to Use 

-.44 
***

-.19 
(n.s.)

<.001 (two-tailed)

Digital Music as Free 
WTP

-.21 
***

-.09 
(n.s.)

<.001 (two-tailed)

Effect of F-S on Artists 
Digital Music as Free 

+ .27
***

.48
***

<.001 (two-tailed)

Squared Multiple Correlations  Male Female
Customer Value .07 .10
Intention to Use .19 .10
Willingness to Pay .44 .33

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

As can be seen in Table 6.27, the difference in strength of correlation between 
Customer Value and Intention to Use is the opposite of the hypothesized moderating 
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effect. That is, the correlation is significantly stronger for female consumers than 
for male. In fact, despite the large male sample size, the CV  Int. to Use correla-
tion is significant merely at p=.10. Therefore, Hypothesis 5 is rejected. Another 
interesting difference is that the effects of perceptions of file sharing are signifi-
cantly stronger among men than women, with the exception of the path Digital 
Music as Free  CV, where the negative correlation is stronger in the female sub-
sample. In particular, the relationship between View of Digital Music as Free and 
Intention to Use is much stronger negative for men than for women (-.44 and highly 
significant vs. -.19 at p=.086).

Also, as in the total sample, Perceived Effects of File Sharing on Artists has a significant 
and positive correlation with Intention to Use (.19) in the male group. For women, 
this relationship is negative but non-significant. Furthermore, although no calcula-
tions of statistical significance of the differences in squared multiple correlations 
were done, it can be noted that the variance accounted for in Intention to Use is 
almost twice as high for men (19 percent) than for women (10 percent). Given the 
obtained correlations, it seems like the perceived fairness of file sharing explains 
most of the variance in men’s intention to use, while expected customer value is a 
better predictor of usage intentions among women. 

6.4.3  Model Results in Age Subgroups 

The next hypothesized moderator is age, which is expected to have a positive im-
pact on the relationship between Customer Value and Willingness to Pay. To obtain 
two quite distinct groups, the first and top quartile among the age groups were 
selected. As the first quartile was at age category 3 (25–34 years) and the top quar-
tile at category 5 (45–54 years), this resulted in a younger group of consumers be-
tween 16 and 34 and an older group of consumers aged 45–62.

Also in these groups, a satisfactory model fit was achieved (see Table 6.28) and 
there were no problems with modification indices or standardized residuals. The 
chi-square is indeed significant (p<.05) in the younger group, but this is not seen as 
particularly problematic as the sample size is well over 200 and the other model fit 
indices are adequate (cf. Chapter Five, p. 104). 

Table 6.28: Model Fit Indices: Age Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE 

16-34 years (n=249) 1.70 .03 .972 .936 .981 .053 .402 
45+ (n=356) 1.12 .32 .987 .971 .997 .018 .946 

Results of path comparisons are displayed in Table 6.29 on the following page.  
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Table 6.29: Comparison of Path Coefficients: Younger vs. Older Consumers 
Path Expected

Sign
Standardized 

Path Esti-
mate

Significance of Difference be-
tween Path Estimates  

16-34 45+ 
CV  Int. to Use + .09

(n.s.)
.07

(n.s.)
<.001 (one-tailed)

CV  WTP + .42
***

.40
***

n.s. (one-tailed)

Int. to Use  WTP + .31
***

.37
***

<.001 (two-tailed)

Effect of F-S on Artists 
CV

.04
(n.s.)

-.17 
**

<.001 (two-tailed)

Effect of F-S on Artists 
Int. to Use 

.06
(n.s.)

.21
**

<.001 (two-tailed)

Digital Music as Free  CV -.41 
**

-.05 
(n.s.)

<.001 (two-tailed)

Digital Music as Free  Int. 
to Use 

-.35 
*

-.41 
***

<.001 (two-tailed)

Digital Music as Free 
WTP

-.07 
(n.s.)

-.14 
*

<.001 (two-tailed)

Effect of F-S on Artists 
Digital Music as Free 

+ .53
***

.20
**

<.001 (two-tailed)

Squared Multiple Correlations  16-34 45+
Customer Value .15 .04
Intention to Use .14 .18
Willingness to Pay .37 .38

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

Based on the results displayed in the table above, Hypothesis 6 is rejected. The 
difference between age groups in strength of correlation between CV  WTP is 
not only small and non-significant; it also is the opposite of the hypothesized. 

The other paths indicate that the extent to which the consumer perceives that file-
sharing is mostly positive for artists does not influence customer value or intention 
to use among the younger respondents, while in the older group, it has a negative 
correlation with customer value and a positive with intention to use. In contrast, 
the view of digital music as free has a quite substantial negative relationship with 
customer value among younger respondents, but practically none in the older 
group. The file-sharing construct(s) contributes to explain 15 percent of the vari-
ance in customer value in the younger group, but only 4 percent in the older 
group. Somewhat surprisingly, given that three of the five paths from file-sharing 
constructs to customer value or outcomes are non-significant among the younger 
respondents, the correlation between the two file-sharing constructs is much 
stronger in this group (.53 compared to .20). This implies that the 16–34-year-olds 
who agree that file-sharing has a mostly positive impact on artists also are more 
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likely to agree with the two other statements related to the view that digital music 
should not be paid for, and vice versa. 

Regarding these demographic moderators (gender and age), it must be noted that 
the results are affected by the biased gender distribution in the Postiad sample (cf. 
Chapter Five, p. 99). In total, 118 of the 178 female respondents (i.e. 66.2 percent) 
are below 35 years and only 30 are 45 years or older. Among the male respon-
dents, only 19.1 percent are younger than 35. This results in substantially different 
gender compositions in the two age groups. In the “young” group (16–34), 47.4 
percent are women, but in the “older” group (45+), women only make up 8.3 
percent. Hence, in the comparison between men and women, the female subsam-
ple is younger than the male. Therefore, it is difficult to assess directly to what ex-
tent the differences found in the tests of demographic moderators are due to age or 
gender. At least, the model results indicate that customer value is a somewhat bet-
ter predictor of intention to use among female consumers.

6.4.4  Model Results in Music Involvement Subgroups 

For the Music Involvement moderator, non-directional hypotheses were stated, say-
ing that the paths from Customer Value to Intention to Use and Willingness to Pay
would be different depending on the consumer’s involvement in music. The sub-
groups for tests of these moderating effects were obtained in the same way as the 
age groups. That is, the first and top quartiles of the Music Involvement construct (a 
summated score of items x7a and x7b) were selected. The first quartile was at a 
value of 4.0 (on a 7-point scale) and the top quartile at 6.5, resulting in a low- ( 4)
and high- ( 6.5) involvement group. (The mean and median of this summated 
score were 5.1 and 5.0.) 

Good model fit was achieved in both groups (see Table 6.30 below) and inspection 
of modification indices (MIs) and standardized residuals did not reveal any particu-
lar problems. Results of path comparisons are displayed in Table 6.31 on the fol-
lowing page.

Table 6.30: Model Fit Indices: Music Involvement Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE 

High Involvement 
(n=252) 

.82 .70 .985 .967 1.000 .000 .977

Low Involvement 
(n=263) 

1.34 .14 .980 .954 .991 .036 .731
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Table 6.31: Comparison of Path Coefficients: High vs. Low Music Involvement 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of 
Difference be-

tween
High

Involvement
Low

Involvement
Path Estimates

CV  Int. to Use + .04
(n.s.)

.08
(n.s.)

<.001 (one-tailed)

CV  WTP + .32
***

.42
***

<.001 (one-tailed)

Int. to Use  WTP + .23
**

.39
***

<.001 (two-tailed)

Effect of F-S on Artists  CV -.21 
**

-.17 
**

<.001 (two-tailed)

Effect of F-S on Artists  Int. 
to Use 

.14
(n.s.)

.16
*

n.s. (two-tailed)

Digital Music as Free  CV -.29 
**

-.12 
*

<.001 (two-tailed)

Digital Music as Free  Int. 
to Use 

-.48 
***

-.25 
**

<.001 (two-tailed)

Digital Music as Free  WTP -.34 
**

-.05 
(n.s.)

<.001 (two-tailed)

Effect of F-S on Artists 
Digital Music as Free 

+ .43
***

.12
(n.s.)

<.001 (two-tailed)

Squared Multiple Correlations  High Low
Customer Value .18 .05
Intention to Use .21 .09
Willingness to Pay .45 .38

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

While the path from Customer Value to Intention to Use is significantly different be-
tween the two subsamples, as hypothesized, the relationship is non-significant in 
both groups. Therefore, Hypothesis H7a is rejected. However, the correlation 
between Customer Value and Willingness to Pay is in the moderate-to-substantial 
range in both groups, with the highest correlation found in the Low Involvement 
subsample. As the difference also is significant, the non-directional Hypothesis 7b
is supported. Intuitively, it seems surprising that the highest correlations between 
customer value and WTP, as well as between intention to use and WTP, are found 
in the group of respondents who are least interested in music. However, part of the 
explanation seems to lie in the View of Digital Music as Free construct, for which the 
High Involvement group has significantly higher correlations with the three de-
pendent constructs. The relationship between the two file-sharing constructs also is 
relatively strong in the High Involvement subsample, but is not even significant in 
the Low group. In addition, the file-sharing constructs (mainly) together account 
for 18 percent of the variance in customer value and 21 percent of the variance in 
intention to use for the highly involved, while the corresponding figures in the 
Low Involvement group are merely 5 and 9 percent, respectively. 
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6.4.5  Model Results in Music Knowledge Subgroups 

The next moderating variable to be tested is Music Knowledge, for which the same 
non-directional hypotheses as for Involvement were stated. The subgroups for tests 
of these moderating effects were obtained in the same way as previously described. 
The first and top quartiles of the Music Knowledge construct (a summated score of 
items x7g and x7h) were selected, resulting in a low- ( 2) and high- ( 5) knowl-
edge group. (The mean and median of this summated score were 3.68 and 3.5.) 

As seen in Table 6.32 below, model fit indices were good in both groups. No 
problems were indicated by MIs or standardized residuals. The comparison of paths 
is exhibited in Table 6.33.

Table 6.32: Model Fit Indices: Music Knowledge Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE

High Knowledge (n=251) .95 .52 .983 .962 1.000 .000 .940
Low Knowledge (n=219) 1.14 .30 .979 .952 .996 .026 .807

Table 6.33: Comparison of Path Coefficients: High vs. Low Music Knowledge 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of  
Difference  

High
Knowledge

Low
Knowledge

between Path 
Estimates

CV  Int. to Use + -.01 
(n.s.)

.06
(n.s.)

<.001 (one-tailed)

CV  WTP + .34
***

.42
***

<.001 (one-tailed)

Int. to Use  WTP + .28
***

.33
***

<.001(two-tailed)

Effect of F-S on Artists  CV -.02 
(n.s.)

-.12 
(n.s.)

<.001 (two-tailed)

Effect of F-S on Artists  Int. 
to Use 

.23
*

.04
(n.s.)

<.001 (two-tailed)

Digital Music as Free  CV -.41 
***

-.15 
*

<.001(two-tailed)

Digital Music as Free  Int. 
to Use 

-.56 
***

-.30 
**

<.001 (two-tailed)

Digital Music as Free  WTP -.24 
***

-.16 
*

n.s. (two-tailed)

Effect of F-S on Artists 
Digital Music as Free 

+ .47
***

.06
(n.s.)

<.001 (two-tailed)

Squared Multiple Correlations  High Low
Customer Value .17 .04
Intention to Use .24 .10
Willingness to Pay .41 .40

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 
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As could be expected, considering the results of CFA with Involvement and Knowl-
edge as two dimensions in second-order latent Music Interest construct, the model 
results for the Knowledge groups are similar to those of the Involvement groups. 
Hypothesis 8a cannot be supported, as the path CV  Intention to Use is non-
significant in both groups, thus making the difference between the groups mean-
ingless. Hypothesis 8b is supported, however, as the difference in strength of the 
relationship between Customer Value and Willingness to Pay is significant. The path 
estimates are almost exactly the same as in the Involvement groups, with the Low 
Knowledge group showing the highest correlation at .42.

While Perceived Effect of File-Sharing on Artists has a non-significant relationship with 
Customer Value in both the High and Low Knowledge group, the differences with 
regard to the View of Digital Music as Free construct show similarities with the In-
volvement groups. In particular, the link to Intention to Use is in the range of sub-
stantial-to-very strong for those with a high level of subjective music knowledge, 
and the correlation between the two file-sharing constructs is substantial in the 
High subsample but non-significant in the Low. Moreover, the differences in the 
variance accounted for in Customer Value (17 vs. 4 percent) and Intention to Use (24 
vs. 10 percent) are very similar to those found between the Involvement groups. 

6.4.6  Model Results in P2P Use Subgroups 

Consumers’ use of file-sharing networks for downloading music was hypothe-
sized to affect all relationships between the two file-sharing constructs and Customer
Value and the two outcome variables. To obtain the groups for testing these mod-
erating effects, the total sample was split into two groups: users and non-users. The 
non-user subsample comprised of all respondents that said that they never download 
music from file-sharing networks (418 individuals), and the other, consequently, 
included all that had indicated that they use P2P networks for music downloading 
at least sometimes (447 individuals). As five respondents had not answered this 
question, they were not included in any of these groups. That is, of the 865 people 
who answered this question, 51.6 percent could be classified as P2P users; a high 
figure compared to previous studies (e.g., 20 percent of all 16-74-year-olds in 
SCB, 2005). It also should be mentioned that among the users, 35 percent be-
longed to the less frequent category; i.e. downloading less often than once per 
month. The two most frequent categories (i.e. at least a few times/month) made 
up 52 percent of the User subsample.

Besides the satisfactory model fit indices (see Table 6.34 on the next page), MIs 
and standardized residuals did not point to any particular problems. The compari-
son of paths is displayed in Table 6.35 on the following page. 
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Table 6.34: Model Fit Indices: P2P Use Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE 

P2P Users (n=447) 1.44 .09 .986 .968 .993 .031 .894
P2P Non-Users (n=418) 1.06 .39 .989 .975 .999 .012 .980

Table 6.35: Comparison of Path Coefficients: P2P Users vs. Non-Users 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of  
Difference  

Users Non-
Users 

between Path Esti-
mates

CV  Int. to Use + .15
**

.04
(n.s.)

<.001 (two-tailed)

CV  WTP + .41
***

.43
***

<.001 (two-tailed)

Int. to Use  WTP + .16
**

.36
***

<.001 (two-tailed)

Effect of F-S on Artists  CV -.09 
(n.s.)

-.07 
(n.s.)

<.05 (one-tailed)

Effect of F-S on Artists  Int. to 
Use

.14
*

.13
*

<.001 (one-tailed)

Digital Music as Free  CV -.26 
***

-.03 
(n.s.)

<.001 (one-tailed)

Digital Music as Free  Int. to Use -.53 
***

-.29 
***

<.001 (one-tailed)

Digital Music as Free  WTP -.26 
***

-.16 
**

n.s. (one-tailed)

Effect of F-S on Artists  Digital 
Music as Free 

+ .37
***

.18
*

<.001 (two-tailed)

Squared Multiple Correlations  Users Non-
Users

Customer Value .09 .01
Intention to Use .30 .09
Willingness to Pay .41 .40

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

First, according to Hypothesis 9a, the Effect of F-S on Artists  CV relationship 
was expected be more strongly negative among Users than Non-Users. While this 
is the case, the path is weak and non-significant in both groups, which means that 
the hypothesis cannot be supported by the data. Also, Hypothesis 9b is rejected, 
as the path Effect of F-S on Artists  Int. to Use is positive and even marginally 
stronger in the Users subsample. The hypothesis that the Perceived Effect of File-
Sharing on Artists would be more strongly negatively related to WTP (H9c) already 
was rejected at the model specification stage (cf. p. 140). Next, the two hypotheses 
concerning the correlations between View of Digital Music as Free and Customer
Value (H9d) and Intention to Use (H9e) are supported, as these paths are signifi-
cantly more strongly negative in the Users group than the Non-Users. Finally, 
even though the standardized path estimate of Digital Music as Free  WTP is 
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more negative for Users than for Non-Users, the difference is not statistically sig-
nificant at a p<.05 level. Hypothesis 9f therefore is rejected. However, as perhaps 
also could be expected, the correlation between the two file-sharing constructs is 
significantly higher in the Users group than for Non-Users. In addition, the file-
sharing variables together account for 9 percent of the variance in Customer Value
in the User group, but only 1 percent among Non-Users. 

Interestingly, after failing to find a significant correlation between Customer Value
and Intention to Use in most of the investigated subsamples so far, the P2P users 
exhibit a quite low (.15), but still significant, relationship between these two focal 
constructs. It also can be noted that the correlation between Intention to Use and 
Willingness to Pay in the User subsample is less than half as strong as in the Non-
User group. Furthermore, Customer Value together with the file-sharing constructs 
explains 30 percent of the variance in Intention to Use in the P2P User group, 
which is the highest squared multiple correlation obtained among all subgroups in 
which the model was tested. In contrast, only 9 percent of Intention to Use is ac-
counted for in the Non-User subsample. 

6.4.7  Model Results in Online Music Service Use Subgroups 

The final subsamples for moderator testing are users and non-users of online 
music services. According to Hypotheses 10a and 10b, the paths from Customer
Value to the two outcome variables (i.e. Intention to Use and WTP) are expected to 
be more strongly positive among users than non-users. The two groups were ob-
tained in the same way as the P2P subsamples. Thus, the Non-Users comprised all 
respondents who said that they never download music from online music services 
(665 individuals), while the Users included all who indicated that they use such 
services for music downloading at least sometimes (204 individuals; 23 percent of 
the sample). Only one respondent had not answered this question. Among the 
users, 60 percent belonged to the less frequent category (downloading less often 
than once per month), while the two most frequent categories (downloading at 
least a few times/month) included 52 individuals who made up 25.5 percent of the 
User subsample. 

Good model fit (see Table 6.36 below) and non-problematic MIs and standardized 
residuals were obtained also for these two groups. The comparison of paths is dis-
played in Table 6.37 on the following page. 

Table 6.36: Model Fit Indices: Online Music Service Use Subgroups 
CMIN/DF P GFI AGFI CFI RMSEA PCLOSE

OMS Users (n=204) .91 .57 .981 .957 1.000 .000 .926
OMS Non-Users (n=665) 1.26 .19 .992 .981 .997 .020 .994
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Table 6.37: Comparison of Path Coefficients: Online Music Service Users vs. Non-Users 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of  
Difference  

Users Non-
Users 

between Path Esti-
mates

CV  Int. to Use + .24
***

.04
(n.s.)

<.001 (one-tailed)

CV  WTP + .48
***

.42
***

<.001 (one-tailed)

Int. to Use  WTP + .16
*

.30
***

<.001 (two-tailed)

Effect of F-S on Artists  CV -.20 
*

-.14 
**

<.001 (two-tailed)

Effect of F-S on Artists  Int. to 
Use

.02
(n.s.)

.18
***

<.001 (two-tailed)

Digital Music as Free  CV -.08 
(n.s.)

-.18 
***

<.001 (two-tailed)

Digital Music as Free  Int. to Use -.34 
***

-.42 
***

n.s. (two-tailed)

Digital Music as Free  WTP -.29 
**

-.16 
**

<.001 (two-tailed)

Effect of F-S on Artists  Digital 
Music as Free 

+ .27
*

.33
***

<.001 (two-tailed)

Squared Multiple Correlations  Users Non-
Users

Customer Value .05 .07
Intention to Use .19 .16
Willingness to Pay .46 .38

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

First, we can see that the CV  Int. to Use path is significant in the User group, 
with a correlation coefficient of .24. While this is only a moderate level of correla-
tion, it still is the highest obtained in all model tests. As the same path has a low 
and non-significant correlation in the Non-User group, and the difference is sig-
nificant, Hypothesis 10a is supported by the data. Also Hypothesis 10b is sup-
ported, as the CV  WTP relationship is more strongly positive in the User sub-
sample and the difference is significant (albeit not particularly large).

The only non-significant difference between the two groups is the path between 
View of Digital Music as Free and Intention to Use. Moreover, while all paths involv-
ing constructs pertaining to perceptions of file-sharing are significant in the Non-
User group, two of them are non-significant among the Users. Regarding the path 
between Intention to Use and Willingness to Pay, the result is virtually the same as in 
the P2P groups; i.e. the correlation is much stronger in the Non-User subsample. 
The variance accounted for in Customer Value as well as Intention to Use is similar in 
both groups. However, it seems that the file-sharing constructs explain most of the 
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16 percent in Intention to Use in the Non-User group, while Customer Value con-
tributes to explain Intention to Use (19 percent) for the Users.  

 6.4.8  Cross-Comparisons of Online Music Service and P2P Users 

Now, considering the similarities in the results of model tests in the P2P and 
online music service user groups, it could be interesting to compare these two sub-
samples. However, the groups are not mutually exclusive, as a portion of those 
who download music from online music services (OMS) also download from P2P 
networks. Frequency statistics reveal that only 60 of the OMS users (29.4 percent) 
say that they never download music from file-sharing networks, which means that 
70 percent can be classified also as P2P users (see Table 6.38 below). These 143 
individuals make up 32 percent of the P2P users. In contrast, only 14 percent of 
P2P non-users have indicated that they at least sometimes use online music ser-
vices. The correlation between use of online music services and file-sharing net-
works is statistically significant at p<.001 (Spearman’s rho, correlation coefficient 
.204).

Table 6.38: Comparisons of Frequency of P2P Use 
Frequency of Download-
ing From P2P Networks 

OMS Users  
(n=204) 

P2P Users 
(n=447) 

Total
Sample
(n=870) 

Never 60 29.4% 0 0% 48%
Less often than once/month 46 22.5% 158 35.3% 18.2%
About once/month 22 10.8% 58 13.0% 6.7%
A few times/month 46 22.5% 129 28.9% 14.8%
Weekly or more often 29 14.2% 102 22.8% 11.7%
Missing 1 .5% 0 0% .6%

Having noted these overlaps, the path coefficients of the two user groups were 
compared in the same way as has been done with the other subsamples, as can be 
seen in Table 6.39 on the following page.  
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Table 6.39: Comparison of Path Coefficients: Online Music Service Users vs. P2P Users 
Path Expected

Sign
Standardized  
Path Estimate 

Significance of Dif-
ference  

OMS
Users 

P2P 
Users 

between Path  
Estimates

CV  Int. to Use + .24
***

.15
**

<.001 (two-tailed)

CV  WTP + .48
***

.41
***

<.001 (two-tailed)

Int. to Use  WTP + .16
*

.16
**

Effect of F-S on Artists  CV -.20 
*

-.09 
(n.s.)

<.001 (two-tailed)

Effect of F-S on Artists  Int. to 
Use

.02
(n.s.)

.14
*

<.001 (two-tailed)

Digital Music as Free  CV -.08 
(n.s.)

-.26 
***

<.001 (two-tailed)

Digital Music as Free  Int. to 
Use

-.34 
***

-.53 
***

<.001 (two-tailed)

Digital Music as Free  WTP -.29 
**

-.26 
***

<.001 (two-tailed)

Effect of F-S on Artists 
Digital Music as Free 

+ .27
*

.37
***

<.001 (two-tailed)

Squared Multiple Correlations  OMS 
Users

P2P
Users

Customer Value .05 .09
Intention to Use .19 .30
Willingness to Pay .46 .41

***) Significant at p <.001 (one-tailed); **) Significant at p <.01 (one-tailed); *) Significant at p
<.05 (one-tailed); n.s.) Non-significant (p>.05) 

Despite the overlap of 143 people belonging to both user groups, all path estimates 
except one are significantly different. This suggests that substantial differences be-
tween the two groups can be found in the 68 percent of the P2P users who do not 
also use commercial services. Most notably, the CV  Int. to Use correlation is 
stronger among OMS users, while the Digital Music as Free  CV and Digital 
Music as Free  Int. to Use paths are significantly more strongly negative in the 
P2P users group. In addition, the two file-sharing constructs are more strongly 
correlated in the P2P subsample. It also is worth mentioning that quite a lot more 
of the variance in Intention to Use is accounted for in the P2P user group (30 per-
cent) than among the OMS users (19 percent). Again, this suggests that the file-
sharing constructs contribute more to explaining usage intentions in the file-sharer 
group, while the customer value contributes to the explanation of usage intentions 
for those who already use online music services (although, as previously noted, 
most do so very occasionally). 

Finally, one might consider the only path that has the same correlation in both 
groups, i.e. the relationship between Intention to Use and Willingness to Pay. In all 
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other groups, as well as the total sample, this path has had correlations in the range 
of moderate to substantial (.23 to .39). However, in these two groups, including 
only respondents that already use some form of digital music service, this relation-
ship is weaker (.16 in both groups). Possible reasons for this are discussed later. 
How individual characteristics, such as those studied in the subgroups above, can 
be used to describe possible target groups for online music services will be shown 
in the following section, which contains the results of the cluster analysis.

6.5 CLUSTER ANALYSIS

ow that the model of customer value and its potential outcomes has been 
specified and tested with moderating variables, results of the cluster 
analysis that should contribute to answering Research Question Two are 

presented in the following section. As described in Chapter Five, the cluster analy-
sis was performed based on benefits sought (i.e. Desired Benefits) and Expected Sacri-
fices. The variables included are those shown in Tables 6.15 and 6.22, with the 
exception of x9l, which was excluded due to questionable discriminant validity. 
Thus, a non-hierarchical cluster analysis was performed based on the 17 remaining 
items of the six Benefits and Sacrifices factors28, and five different solutions with 2, 3, 
4, 5, and 6 clusters were obtained via SPSS K-means Quick Cluster. Three of the 
solutions immediately seemed less desirable. The four-, five-, and six-cluster solu-
tions included groups that were markedly smaller than the others; i.e. clusters with 
only 17, 57, and 16 individuals, respectively. In addition, the ANOVA tables 
showed that the two-cluster solution did not result in significant differences on all 
variables, which warrants an examination to see whether some variables should be 
deleted from the analysis (cf. Hair, et al., 1998). At this early stage of analysis, the 
three-cluster solution thus seemed most plausible.

As the smallest F values were obtained for variables x9e and x9m in four of the five 
cluster solutions, these items seemed to be likely candidates for deletion. Even 
though the differences were significant (p<.001), they were very small compared to 
other variables and likely would be non-significant if the sample had not been so 
large. Therefore, a new cluster analysis was run, omitting item x9e. Also this time, 
the four-, five-, and six-cluster solutions produced one cluster each that was “too 
small” (21, 20, and 14 members, respectively), and the two-cluster solution did not 
produce significant differences on all variables. Another round of solutions there-
fore was produced after omitting item x9m. Again, very similar results were ob-
tained. Thus, as the three-cluster solution was consistently the most stable in terms 
of number of members in each group and ability to discriminate between groups, it 
was decided to settle for three clusters. 

                                                          
28 The sacrifices items were used with their original score values; i.e. not the reverse scores.  

N
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The three-cluster solutions that had been obtained during the three rounds of clus-
tering were compared to each other to see which seemed to have identified the 
largest differences between the groups. To this end, final cluster centers and F val-
ues were examined. Though the differences between the three solutions were not 
large, the last solution (with x9e and x9m excluded) was chosen as it showed 
somewhat more distinction between the groups. Then, to check whether the solu-
tion was stable, a discriminant analysis was run based on the three clusters and the 
15 retained variables. In total, 95 percent of the original group members were clas-
sified correctly in the discriminant analysis, with the lowest degree of correct classi-
fication being 84 percent for Cluster 3. Furthermore, a three-cluster solution was 
obtained using a hierarchical clustering procedure with Ward’s method. This re-
sulted in a very similar solution, both in terms of cluster size (395, 292, and 183) 
and mean values of the included variables. Based on these results, it was concluded 
that the cluster solution was sufficiently stable and the resulting clusters could be 
further analyzed. 

The final cluster centres and F values of the variables included in the cluster solu-
tion are displayed in Table 6.40 below.

Table 6.40: Cluster Solution Based on Benefits and Sacrifices Variables 
Benefit/ Variable Cluster F Sig.
Sacrifice 1

n=367
2

n=309
3

n=194
x9f Compatible with all brands of players 7 7 5 102.01 .00
x9g Opportunity to sample 7 6 5 101.38 .00

Flexibility

x9i Transfer to other devices 7 7 5 88.27 .00
x9j Online community 5 4 3 94.22 .00Features 
x9k Recommendation features 5 5 3 67.93 .00
x9p Pay via SMS 6 5 3 150.82 .00Payment 
x9q Pay via phone bill 6 5 3 141.05 .00
x9s Brand I can trust 6 6 5 95.60 .00
x9w Good reputation 6 6 5 90.90 .00

Intangibles 

x9y Topical selection 6 6 5 118.61 .00
x10a Unauthorized use of credit card 6 3 5 263.16 .00Privacy Risk 
x10c Misuse of personal information 6 3 4 240.49 .00
x10h Viruses and spyware infections 5 2 4 303.86 .00
x10i Complicated and time-consuming 5 2 4 200.43 .00

Performance 
Risk

x10j Breakdown or problems when 
downloading

5 2 4 267.63 .00

Examining the cluster centres, we can see that members in Cluster 1 desire a high 
level of benefits, but they also expect a high level of sacrifices. Cluster 2 also rates 
all benefits highly, although not quite as high as Cluster 1, but this group is not 
particularly worried about privacy and performance risks. Finally, Cluster 3 rates all 
desired benefits lower than the other two clusters, and seems particularly uninter-
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ested in features and payment methods. They rate both privacy and performance 
risk at a medium level.

6.5.1  Descriptive Statistics of Clusters  

Before assessing segment attractiveness, all segments must be described based on the 
studied variables. First, a one-way ANOVA with Scheffe’s test was run, including 
the segmentation variables as well as all variables listed as segment profile descrip-
tors in the conceptual framework. In order to decrease the number of variables 
included and focus on developed constructs, summated scores were computed and 
used for Desired Benefits, Expected Sacrifices, View of Digital Music as Free, Music In-
volvement, Music Knowledge, Intention to Use Pay-Per-Download Service, and Willing-
ness to Pay for Single Download. Concerning Perceived Effect of File Sharing on Artists,
which was indicated by variables x8b and x8c in both factor analyses, only item 
x8c is used here, as x8b was dropped from the customer value model. In addition, 
all product attribute and expected sacrifice items that were not used as segmenta-
tion variables were included. For the ordinal and nominal variables, a Chi-square 
test was used to assess whether there were significant differences between segments. 
Then, descriptive statistics were derived for all variables and constructs.

The resulting descriptives are displayed in Tables 6.41 and 6.42 on the following 
pages, in the same order as they appear in the conceptual framework (cf. Chapter 
Four, pp. 83-84). All interval variables except Willingness to Pay were measured on 
scales ranging from 1–7, whereas the scale points used for the ordinal and nominal 
variables are shown in parentheses for each group of variables in Table 6.43. The 
highest mean value of each variable is printed in bold. Non-significant (p>.05)
differences are marked with grey in the significance column, and where the differ-
ences are significant between only one or two pairs of clusters, this is indicated in 
parentheses after the significance value. For example, “.00 (1–2 n.s.)” means that 
the difference between Cluster 1 and 2 is not significant, while the other differences 
(i.e. 1–3 and 2–3) are. 
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Table 6.41: Segment Descriptors of Benefits/Sacrifices Clusters (Interval Variables) 
Descriptor Cluster

1
Cluster

2
Cluster

3
F Sig.

Intangibility 6.34 5.96 4.79 171.41 .00
Flexibility  6.53 6.54 5.22 157.85 .00

(1-2
n.s.)

Features 4.79 4.36 3.09 106.60 .00

Desired Benefits 

Payment 5.63 4.97 3.28 179.26 .00
x9a Sound quality 6.60 6.58 5.80 42.08 .00

(1-2
n.s.)

x9b Show or share play lists 4.96 4.69 3.91 25.70 .00
(1-2
n.s.)

x9c Choose format 6.25 6.16 5.04 58.46 .00
(1-2
n.s.)

x9d Support function 5.66 4.93 4.01 67.73 .00
x9e Duplicate files 6.09 6.41 5.07 52.91 .00
x9h Editorial material 5.57 5.09 3.97 73.45 .00
x9l Display new releases and artists 5.90 5.57 4.37 89.92 .00
x9m Customized play lists 4.33 4.11 3.10 35.63 .00

(1-2
n.s.)

x9n Share downloaded files 5.51 5.26 4.31 30.79 .00
x9o Discounts for members 5.96 5.50 4.04 109.81 .00
x9r Broad selection 6.76 6.69 5.48 132.92 .00

(1-2
n.s.)

x9t Rare and unpublished titles 5.86 5.47 4.37 66.47 .00
x9u Easy search 6.79 6.73 5.80 104.31 .00

(1-2
n.s.)

x9v Offer music videos 5.34 4.57 3.91 50.30 .00
x9x Pay via digital wallet 5.54 5.34 4.20 47.97 .00 

(1-2
n.s.)

Product Attribute 
Items 

x9z Ensure artist payment 6.31 6.37 5.29 49.12 .00 
(1-2
n.s.)

Privacy risk 5.70 2.97 4.52 350.43 .00Expected Sacrifice 
Performance risk 4.93 2.26 3.95 449.57 .00
x10b Credit card information no 
riskier online (r)

4.84 3.75 4.58 27.38 .00 
(1-3
n.s.)

x10d Current prices too high 5.63 5.75 4.99 12.37 .00
x10f Not being able to recover 
songs

5.03 3.72 3.86 46.16 .00 
(2-3
n.s.)

x10g Something wrong with 
purchased file 

4.90 2.90 3.62 133.24 .00

x10k Purchase by accident 3.51 1.76 2.85 99.59 .00

Cost and Risk 
Items 

x10l Cumbersome to download 
software

4.57 3.34 4.16 30.86 .00 
(1-3
n.s.)
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Table 6.41, cont. 
Descriptor Cluster 

1
Cluster 

2
Cluster 

3
F Sig.

Customer Value x10e Current prices 
good buy 

2.81 2.37 2.91 7.89 .00 
(1-3
n.s.)

Pay-per-download 
service

3.48 3.62 2.65 18.55 .00 
(1-2
n.s.)

x11c Monthly fee for 
subscription

2.30 2.28 2.04 1.73 .18

x11d Free access to ad-
sponsored downloads 

3.45 3.32 2.45 17.02 .00 
(1-2
n.s.)

Intention to Use

x11e Single fee for 
track from artist web 
site

4.26 4.35 3.18 24.06 .00 
(1-2
n.s.)

WTP for single 
download 

1.96 2.01 1.85 1.33 .27

x12d WTP for 
downloadable album 

1.91 2.05 1.73 4.08 .02 
(Only

2-3 sig.)

Willingness to 
Pay
(0-5)

x12e WTP for 
monthly subscription 

1.35 1.41 1.09 2.94 .05 
(Only

2-3 sig.)
x8c File sharing is 
mostly positive for 
artists

4.79 5.03 4.14 20.17 .00Perceived Fairness 
of File Sharing 

View of Digital Music 
as Free 

3.22 2.88 2.98 4.83 .01 
(Only

1-2 sig.)
Music Involvement Music Involvement 5.20 5.26 4.66 10.28 .00 

(Only
2-3 sig.)

Music Knowledge Music Knowledge 3.64 4.00 3.26 11.46 .00
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Table 6.42: Segment Descriptors of Benefits/Sacrifices Clusters (Ordinal and Nominal Variables) 
Descriptor Cluster 1 Cluster 2 Cluster 3 Pearson Asymp. 

Mean Median Mean Median Mean Median Chi-
Square

Sig. (2-
tailed)

Gender .27 0.0 .14 0.0 .19 0.0 16.58 .00
Age (cate-
gory) 

4.04 4.0 3.91 4.0 4.12 4.0 25.46 .005

Education 2.76 3.0 3.12 3.0 2.97 3.0 31.77 .00
Occupation  2.20 2.0 2.10 2.0 2.20 2.0 11.27 .34

Demographic
Characteristics 

Residential
area

2.30 2.0 2.46 2.0 2.34 2.0 8.92 .18

x4a MP3 
player use for 
music listen-
ing 

1.29 0.0 1.64 1.0 1.10 0.0 33.26 .00

x4b Mobile 
phone use for 
music listen-
ing 

1.72 1.0 1.82 1.0 1.24 0.0 19.87 .03

x4c Com-
puter use for 
music listen-
ing 

2.85 3.0 3.42 4.0 2.42 2.0 66.06 .00

x5a Listen to 
digital music 
files on 
computer

2.34 3.0 3.07 4.0 2.09 2.0 61.80 .00

x5b Burn 
digital files to 
CD

1.32 1.0 1.53 1.0 .97 1.0 45.21 .00

x5c Transfer 
digital files to 
MP3 player 

1.17 1.0 1.65 1.0 1.06 0.0 36.84 .00

x6a Rip CDs 
to files 

.85 1.0 1.28 1.0 .87 0.0 42.71 .00

x6b 
Download
from P2P 
networks 

1.1 0.0 1.66 1.0 .82 0.0 61.32 .00

x6c
Download
from online 
music ser-
vices

.40 0.0 .47 0.0 .27 0.0 15.31 .05

x6d 
Download
from artist’s 
web site 

.30 0.0 .50 0.0 .24 0.0 20.53 .01

x6e Receive 
files on e-
mail or 
instant 
messages 

.59 0.0 .51 0.0 .46 0.0 9.26 .32

Usage Rate/
Product Use 
(x4a-x4c 0-5; 
x5a-x6f 0-4) 

x6f
Download
from services 
to mobile 
phone 

.17 0.0 .17 0.0 .46 0.0 9.09 .34
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Table 6.42, cont. 
Descriptor Cluster 1 Cluster 2 Cluster 3 Pearson Asymp.  

Mean Median Mean Median Mean Median Chi-
Square

Sig. (2-
tailed)

x3a Internet use 4.14 5.0 4.61 5.0 4.17 5.0 53.83 .00
x3b Web radio 
use

1.12 1.0 1.60 1.0 1.22 1.0 31.35 .001

x3c Radio use 3.49 4.0 3.45 4.0 3.47 4.0 2.42 .99
x3d Public 
service TV use 

3.46 4.0 3.39 4.0 3.44 4.0 11.33 .33

x3e Commer-
cial TV use 

3.64 4.0 3.53 4.0 3.30 4.0 29.55 .001

x3f Magazine 
use

2.58 3.0 2.54 3.0 2.84 3.0 11.51 .32

Media
Use
(0-5)

x3g Newspaper 
use

3.40 4.0 3.34 4.0 3.46 4.0 14.03 .17

Though the mean and median values are not really relevant for the nominal Gender
and Occupation variables, they nevertheless were included here so that a consistent 
overview of all descriptors could be provided. However, for a more precise over-
view of all demographic variables, the percentages of individuals in each category 
are displayed in Table 6.43 below. The demographics of the total sample also are 
shown for comparison purposes.  

Table 6.43: Demographic Descriptors of Benefits/Sacrifices Clusters (Frequencies in Percent) 
Demographic Descriptor Cluster 

1
Cluster 

2
Cluster 

3
Total

Sample
Gender 0) Male 

1) Female 
72.8 
26.7

85.4
14.2

79.9 
18.6 

78.9 
20.5

Age (cate-
gory)

1) 16-19 
2) 20-24 
3) 25-34 
4) 35-44 
5) 45-54 
6) 55+ 

9.5
6.0

11.4 
26.4 
34.9
10.6

5.2
8.4

18.1
35.0
23.9 
8.7

7.2
5.7

13.9 
25.8 
32.5 
12.9

7.5
6.8

14.4 
29.3 
30.8 
10.5

Education 1) Comprehensive school 
2) 2 years upper secondary sch. 
3) At least 3 years upper secondary 
school 
4) University 
5) Licentiate or PhD 

13.6
25.9

30.8 
28.6 

.3

11.3 
12.0 

31.4 
43.7
1.3

11.9 
17.0 

32.0
37.1 

.5

12.4 
19.0 

31.3 
35.9 

.7
Occupation  1) Student 

2) Employee 
3) Owner of business 
4) Pensioner 
5) Unemployed 
6) Other 

14.4
68.1 
7.4
2.5
4.4
2.2

12.9 
73.5

7.1
2.3
2.6
1.0

11.9 
67.0 
12.4

1.0
4.1
1.0

13.3 
69.8 
8.4
2.1
3.7
1.5

Residential 
area

1) Small town or village 
2) Mid-sized town 
3) Other large town 
4) Sthlm, Gbg, Malmö 

28.9 
33.5
14.7 
22.1

24.9 
28.2 
21.4
24.6

29.9
29.4 
14.4 
24.2 

27.7 
30.7 
17.0 
23.4
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As could be seen in the preceding tables, there are significant differences between 
the clusters on all benefits/individual product attributes, sacrifices/cost and risk 
items, and the single customer value item. However, on some of the bene-
fits/product attribute variables, the differences between Clusters 1 and 2 are non-
significant, and there are also some non-significant differences between Clusters 1
and 3 among the cost and risk items. Furthermore, the differences in the intention 
to use are non-significant between Clusters 1 and 2, and for willingness to pay, the 
only significant differences are between Clusters 2 and 3. As regards the file-sharing 
and involvement measures, the differences in view of digital music as free are only 
significant between Clusters 1 and 2, while the music involvement only differs be-
tween Clusters 2 and 3.

For the ordinal and nominal variables, the Chi-square test does not provide meas-
ures of which groups are significantly different from each other. However, we can 
see that there are significant differences in terms of gender, age, and education dis-
tribution among the three clusters. In addition, even though the Pearson Chi-
square is non-significant for residential area, a median test results in a significance 
level of .045, indicating that in fact there might be some relevant differences be-
tween the clusters. As for usage rate/product use, there are significant differences 
on all variables except the last two. Finally, while most of the media use variables 
do not differ between clusters, both Internet and web radio use show significant 
differences. In the following section, the descriptive statistics compiled about the 
clusters are combined into segment profiles.

 6.5.2  Segment Profiles 

Cluster 1 is the largest segment with 367 members, which is 42 percent of the 
sample. This segment shows a high level of desired benefits and product attributes. 
They rate three of the benefits higher than the other two clusters, while Flexibility
is equally important for them as for Cluster 2. The three most important attributes 
for these consumers are easy search, broad selection and sound quality, followed by the 
Flexibility attributes. Least important are the attributes included in the Features
benefit, together with two other feature-type attributes that are connected to play 
lists (x9b and x9m). However, members of this segment also expect a high level of 
sacrifices. They have the highest means on both Privacy and Performance Risk, as 
well as on all individual cost and risk items, except price. The major sacrifices ex-
pected by Cluster 1 are Privacy Risk (5.70) and too high price (5.63), while they are 
least concerned about purchasing a song by accident (3.51) or downloading software
(4.57).

Like the other two segments, they do not perceive a downloadable song to be a 
particularly good buy at the current prices (2.81), but the intention to use a pay-
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per-download service (3.48) or downloading for free from an ad-sponsored service 
(3.45) is about the same as for Cluster 2 and significantly higher than for Cluster 3. 
Their willingness to pay falls in between the other two segments on all three types 
of products, and is not significantly different from any of the other clusters. Fur-
thermore, they agree that file sharing has a mostly positive effect on artists to a me-
dium-large extent (4.79), and they have the highest degree of agreement that digi-
tal music should be free, although the mean still is well below the scale midpoint 
(3.22). Members of Cluster 1 are fairly involved in music, at the same level as 
Cluster 2 (5.20 vs. 5.26), but perceive themselves as somewhat less knowledgeable 
(3.64 vs. 4.00).

In terms of usage rate/product use, this segment is on a medium level compared to 
the other two. They listen to music on their computer quite regularly (86 percent 
do it; the median is a few times/week) but this is not always digital music files (76 
percent say they listen to digital files on the computer). Half of the segment mem-
bers use MP3 players for music listening and more than half (55 percent) listen to 
music on mobile phones. Almost half (46 percent) of the individuals in Cluster 1 
use file-sharing networks for music downloading to some extent; of these, about 
half are fairly frequent users (a few times/month or more often). Most of the seg-
ment members (78 percent) do not use online music services, but 9.2 percent do so 
about once per month or more often. As mentioned earlier, the media use vari-
ables do not differ much between segments, but this cluster seems to use web radio 
to a smaller extent than the other two clusters (41 percent never listens to web 
radio); 78 percent of the segment members use the Internet daily, which is almost 
exactly the same ratio as Cluster 3. 

Finally, the demographic characteristics show that the largest ratio of women 
among the three clusters is found here (27 percent compared to 14 and 19 per-
cent), and the youngest (16–19 years) as well as the second oldest (45–54 years) age 
category seems somewhat overrepresented. The level of education in this cluster is 
lower than in the other two clusters, with comparatively more individuals with 
maximum two years of upper secondary school (or equivalent) and fewer with 
university degree (29 percent compared to 44 and 37 percent). There are slightly 
more students and unemployed in this cluster than the other two, but these differ-
ences are small and non-significant.  

Cluster 2 is the second largest cluster with 309 members, which is 35.5 percent of 
the total sample. These members’ levels of desired benefits and product attributes 
are very similar to those of Cluster 1. Not surprisingly, the most important attrib-
utes are the same as in Cluster 1; i.e. easy search, broad selection, sound quality, and the 
Flexibility attributes. The lowest rated attributes are also the same as in Cluster 1; 
i.e. Features and play lists, although the means in this segment are somewhat lower. 
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However, the differences between the first two clusters are quite large when it 
comes to expected sacrifices. Cluster 2 has the lowest means on both Privacy and 
Performance Risk (2.97 and 2.26), as well as on all individual cost and risk items ex-
cept price, which actually has the highest mean in this segment. Besides too high 
price (5.75), all other sacrifice variables have means below 4, with Purchase by acci-
dent (1.76) and Performance risk (2.26) being the lowest.  

Corresponding to the perceptions of price, the customer value variable (good buy)
has the lowest mean in this segment with 2.37. Despite this, the intention to use a 
pay-per-download service is the highest in this cluster with a mean of 3.62 and a 
median of 4, although the difference is non-significant to Cluster 1. The distribu-
tion of responses shows that 38 percent have indicated a rather high or very high 
(4.5–7) usage intention, compared to 33 percent in Cluster 1. Intentions to use any 
of the other three types of services are, as noted earlier, also at the same level as the 
first cluster. This also is the case of willingness to pay, though this is slightly, but 
significantly, higher than in Cluster 3 for albums and subscription. 

Cluster 2 agrees to a quite large extent that file sharing is mostly positive for artists 
(5.03) but does not tend to view digital music as free (2.88). This, however, is the 
most music interested and (subjectively) knowledgeable segment. Its members use 
portable players for music listening to a larger extent than the other two clusters; 
64 percent use MP3 players at least sometimes (18 percent every day) and 57 per-
cent listen to music on their mobile phones (27 percent every day). Almost all (97 
percent) use their computers to listen to music, which often is in the form of digi-
tal files (91 percent). They transfer files to their MP3 player more often than the 
other segments, and they also rip CDs to files more frequently.  

Not so surprisingly, this segment also has the largest ratio and the highest median 
of P2P and online music service use: 68 percent download music from file-sharing 
networks and somewhat more than half of these (37 percent of all cluster members) 
do it fairly frequently (a few times/month or more often). As for online music ser-
vices, 28 percent can be classified as users; of these, about 42 percent (11.5 percent 
of all cluster members) say that they buy digital music at least once a month. They 
also are the most frequent downloaders of music from artists’ web sites (or similar), 
with 31 percent indicating that they do this at least sometimes. In addition, this 
cluster has the highest ratio of Internet and web radio users: 93 percent use the 
Internet daily, most of them several times per day, and 76 percent listens to web 
radio at least occasionally.

Regarding the demographic profile of Cluster 2, men are over-represented, espe-
cially in relation to Cluster 1 (85 percent compared to 73 percent). This segment 
has the highest ratio of members in the three age categories 20–24, 25–34, and 35–
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44. In particular, the group of 35–44-year-olds is large (35 percent of the cluster 
members) compared to the other two clusters (about 26 percent in each). The 
education level is the highest in this segment, with 44 percent having a university 
degree (the number of licentiates and PhDs also is highest in this segment, but it 
still is only a few individuals). As in the other clusters, the primary occupation of 
these segment members is as employees (73.5 percent, which is a somewhat higher 
ratio than the other segments). Finally, it seems that Cluster 2 has comparatively 
more people living in larger cities, specifically in the “category 3” residential area, 
which denotes cities with more than 90,000 inhabitants. 

Cluster 3 is the smallest segment with 194 members, which is 22 percent of the 
total sample. They seem to be the least interested in different benefits and product 
attributes of online music services as they have the lowest means among the three 
clusters on all of these variables. Easy search, broad selection, sound quality, and the 
Flexibility attributes are rated highest, just as in the other two clusters, together 
with ensure artist payment. Least important among all attributes and benefits are cus-
tomized play lists and the Features and Payment benefits, all of which have means just 
above 3. Coupled with this low level of desired benefits, Cluster 3 shows a me-
dium level of expected sacrifices. Besides price, they rate Privacy Risk (4.52) and 
the corresponding credit card information is no riskier online (4.58, reverse-scored) 
highest. While the too high prices variable has the highest mean among the sacrifices 
(4.99), this still is, somewhat surprisingly, the lowest mean among the three clus-
ters. Accordingly, Cluster 3 also has the highest mean of the customer value (good 
buy) item at 2.91, although the difference from Cluster 1 is non-significant.

However, despite viewing downloadable songs as slightly more value for money 
than in the other two segments, Cluster 3 shows the lowest intentions to use any 
of the four types of online music services, with means ranging from 2.04 (subscrip-
tion) to 3.18 (buying from artist’s web site). Only 16.5 percent have indicated a 
rather high or very high intention to use a pay-per-download service. Conse-
quently, their willingness to pay also is the lowest, although the difference is only 
significant when comparing with Cluster 2. They also agree to a lower extent than 
the other two clusters that file sharing is mostly positive for artists (4.14) and show 
about the same degree of viewing digital music as free as the others (2.98). As per-
haps could be expected, this segment is the least involved in music (4.66) and 
shows the lowest degree of subjective knowledge about music (3.26).  

Although as much as 47 percent use MP3 players and 43 percent mobile phones 
for music listening at least sometimes, Cluster 3 still has the lowest level of usage of 
these devices. 81 percent of the segment members use their computer for music 
listening to some extent (31.5 percent do it every day); 72 percent say that they 
listen to digital music files on the computer. This segment also has the lowest ratio 
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of P2P and online music service users: 37 percent say that they download music 
from file-sharing networks; of these, fewer than half (16 percent of all cluster 
members) are fairly frequent users. Some 19 percent download music from online 
music services to some extent and fewer than a third of these (5.5 percent of all 
cluster members) say that they buy digital music at least once per month. They use 
the Internet to the same extent as Cluster 1, with 79 percent being everyday users. 
In addition, the differences found among the clusters in terms of watching com-
mercial TV channels seem to be connected to this segment’s somewhat lower rate 
of use: 11 percent say that they never watch commercial TV channels while 59 
percent watch them every day. In the other two segments, 6.5 and 8 percent, re-
spectively, never watch commercial TV, while two-thirds in both Cluster 1 (67 
percent) and 2 (66 percent) are everyday users.  

Demographically, Cluster 3 has roughly the same gender distribution as the total 
sample (80 percent male), and the education level also is pretty much the same as 
the total sample’s. The mean age (category) is highest in this cluster, with a slight 
over-representation of segment members in the oldest age category, and quite a lot 
more of 45–54-year-olds than Cluster 2. As in the other two segments, most of the 
cluster members are employed, and there are proportionally somewhat more busi-
ness owners in this cluster (although the absolute numbers are about the same in all 
three clusters).

A summary of the obtained segment profiles and an assessment of segment attrac-
tiveness are provided in the final discussion in Chapter Seven. Next, some further 
indications of music consumers’ views on desired benefits, and several other issues, 
are provided in the following section, which reports on a qualitative analysis of 
respondents’ comments. 

6.6 ANALYSIS OF RESPONDENTS’ COMMENTS

uring the treatment of questionnaire responses, it soon became quite ob-
vious that the “comments” section in the end of the questionnaire was 
turning into a source of valuable consumer data. Parallel to the coding 

into SPSS, respondents’ comments were written down word by word in a separate 
Word document, marked with the case number and the respondent’s gender and 
age. When all questionnaire data had been entered, the total number of respon-
dents that had written something in the “comments” section was 203. That is, 23 
percent of the respondents had utilized the space to leave some form of comment. 
While some of the comments were very brief (e.g., “Good luck”), many had ex-
pressed their views on digital music, file sharing, prices, and the music industry in 
ways that seemed to provide potential explanations of relationships (or lack of rela-
tionships) found in the structural equation model.  

D
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Thus, to benefit from these additional data, it was decided to conduct some form 
of analysis of the comments. Initially, a quantitative content analysis with the use of 
computer software (WordStat) was considered. However, using this program in-
volves a rather time-consuming procedure in which all data are first translated from 
Swedish to English and keywords on which to base the analysis are decided, with 
consistency among several raters (cf. Opoku, 2006). Furthermore, Hair et al. 
(2007, pp. 294-295) state with regard to analysis of qualitative data: 

[O]ne should understand that software packages are simply a method of more effi-
ciently completing tasks that involve counting or organizing data. They do not develop 
codes for the data and cannot define themes or phrases to be examined. In summary, 
even when software is used the researcher cannot skip the intensive intellectual exami-
nation and assessment that is required to complete qualitative research properly.

Given the above considerations, in light of the limited timeframe that was available 
after the statistical analyses of survey data, it was decided to analyze the respon-
dents’ comments in a way similar to the procedure followed in the pilot study. 
That is, the document with all comments was read carefully, and sentences or en-
tire paragraphs in each individual comment served as a basis for developing codes 
(Heinonen, 2006; Strauss & Corbin, 1998). The identified codes, in the form of 
issues raised in individual comments, were listed in a spreadsheet, together with a 
note of the respondent’s case number, gender, and age. An open-coding procedure 
then was used to group the emerged codes into themes in the form of categories 
and sub-categories (Heinonen, 2006; Ryan & Bernard, 2000; Strauss & Corbin, 
1998). The creation of themes was done with the conceptual framework of the 
thesis in mind. Hence, the coded issues were categorized into themes that in a 
broad sense correspond to concepts included in the study (e.g., benefits and sacri-
fices). This categorization was followed by a division of issues into sub-themes and 
finally a reduction of issues to a manageable number of sub-themes (cf. Heinonen, 
2006).

 6.6.1  Characteristics of Respondents 

In order to see whether those who made comments in the questionnaire had any 
particular characteristics in common, a dummy variable was created in SPSS. Each 
case was coded as 0 (not giving a comment) or 1 (giving a comment). Descriptive 
statistics were obtained and correlations were run to check whether the respon-
dents who had chosen to leave a comment were significantly different from those 
who did not. The results showed that no particular cluster members were more 
prone to comment than others; neither could any differences be found in terms of 
gender, education, or use of online music services. However, some small, but significant, 
correlations between making comments and certain consumer characteristics were 
found, as can be seen in Table 6.44 on the following page.
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Table 6.44: Characteristics of Respondents who Left Comments 
Variable Correlation with Variable  

“Comment in Questionnaire” 
Agea -.112**
Music Involvementa .086*
Music Knowledgea .133**
Download from P2P Networksb .075*

a) Pearson correlation 
b) Spearman’s rho
**) Significant at p<.01; *) Significant at p<.05 (two-tailed) 

Hence, overall, those who left comments were more likely to be somewhat 
younger, somewhat more interested in and subjectively knowledgeable about mu-
sic, and slightly more frequent downloaders from file-sharing networks. They 
therefore are not entirely representative of the total sample. Nevertheless, they 
raised many interesting opinions and issues, which are summarized in the following 
section.

 6.6.2  Themes Derived from Analysis of Comments 

The results of the analysis of respondents’ comments are displayed in Table 6.45 on 
the following pages, including summary statements of the coded issues. The table is 
followed by a brief description of each theme along with illustrative quotes 
(Heinonen, 2006; Ryan & Bernard, 2000). The number of times each issue was 
raised also is included in the table. As many of the respondents mentioned several 
issues, the numbers add up to more than 203. The themes are sorted in the same 
order as they relate to the conceptual framework, and are not ranked according to 
any weight of perceived importance. Furthermore, while not all of these data have 
been translated from Swedish to English, Appendix J provides a selection of 68 
comments that are judged to be illustrative of issues that pertain directly to the 
studied area. The respondent’s gender and age are stated in parentheses after each 
comment. 
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Table 6.45: Themes among Respondents’ Comments 
Theme Sub-Theme Issues No. of Times 

Mentioned
Better selection 3
Combined service with downloading and 
physical records  

2

Customization of service  3
Discount system  1
Dynamic pricing 1
Ease of use  1
Good search function  1
Information about artist/album important 4
Payment methods: paying via invoice post-
purchase, or a “music card” that can be 
charged with different values in offline shops 

2

Desired Attributes/ 
Benefits of Online 
Music Services

Possibility to give part of the song fee to char-
ity

1

Ability to find old favourite songs 1
Discovering new music 2
Easily accessible 1
Internet good way of spreading music 1
Sampling (legal) before purchase beneficial for 
new artists 

1

Saves space 1

Benefits

Overall Benefits of 
Digital Music

Saves time 1
Cumbersome having to download and use 
specific software 

3

DRM restrictions 17

Product and Perform-
ance Risk 

Sound quality. Too low in files at OMS or too 
low in digital music in general 

19

Only want to pay for music after free 
download and evaluation 

2

Price of CDs 12
Price of digital music 21

Sacrifices

Price

Unwilling to pay for marketing and distribu-
tion of music 

2

Poor quality of music, e.g.:
mainstream radio music 
short-lived “stars” 
fill-up songs on albums
CDs are re-released with remixes or 
old songs 

8Negative Influences on 
Intention to Use (Be-
sides File Sharing)

Ubiquity of music decreases the need to pur-
chase it 

3

Subscription service with possibility to add 
downloads wanted 

3

Subscription service with unlimited downloads 
wanted

1

Subscriptions are interesting 3

Intention
to Use 

Subscription Services

Subscriptions are not interesting 2
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Table 6.45, cont. 
Theme Sub-Theme Issues No. of Times 

Mentioned
Changing conditions in the music business – 
record companies need to adapt 

8

Labels are too greedy and take too much of 
the profits 

4

Music Industry

Artists must get paid 16
Digital music should be free 3
File sharing should be legal. Possibility to pay 
for file sharing via Internet provider bill 
suggested  

6
“Ideological” stances 

File sharing should be illegal 3
Reasons for file sharing:  

lack of older songs/artists in on-
/offline stores  
download music (bootlegs) that is 
not available elsewhere  
download music that one wouldn’t 
buy anyway  
price of music is too high 
labels take too much of the reve-
nue (artists should get more) 
no/low risk of getting caught 
the easiest/most flexible way to 
find music 
“free of charge = good”  
own financial situation constrained  

15

Positive effects of file sharing:  
leads to more CD purchases 
artists find new/larger audiences  
artists make more money on con-
certs
consumers find new music and art-
ists
consumers broaden their music 
taste

18

Perceived Fairness 
of File Sharing 

Explanations/Perceived
Consequences

Negative consequences of file sharing: 
Artists risk losing control over 
their material and are not getting 
paid
Labels are afraid to invest in new 
talents
No music will be created in the 
future if artists and labels don’t get 
paid for their work 

3

Music as reflecting lifestyle or personality 3
Music taste; e.g., jazz, classical music, or metal 
sometimes difficult to find 

6

Respondent is not using digital music  21

Music Involvement Interest/ Lack of Interest 

Respondent is self musician 3
Digital Music Different ways of using product (MP3 player, 

mobile phone, etc.), occasions of music 
listening

9Product Use 

Physical Records Importance of/preference for physical formats 27
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Several of the themes presented in Table 6.45 are similar to the ones derived from 
the analysis in the pilot study; for example, pricing issues, the desired attrib-
utes/benefits of online music services, and many of the file-sharing issues. First, a 
sub-theme within a Benefits theme was Desired Attributes/Benefits of Online Music 
Services, which included such things as better selection, customization functions, or 
different payment methods. An example of a comment within this sub-theme: 
  Ideal would be a download service that:  

Had music in high quality, even CDA files. 
You become a member and could thereafter pay later via invoice. 
Got links sent to you via mail to songs/music that fits a previously stored pro-
file. The profile would be updated by telling what you thought was good or 
not. (Exists as web radio).
“Dynamic” prices. New music more expensive but would become cheaper 
quickly; if you buy a lot you would get a discount straight away.
You would also get music sent home on CD.

I buy most of my music on CD via the Internet, e.g., CDON or HomeEnter.
(Male, 55) 

The second Benefits sub-theme included Overall Benefits of Digital Music (i.e. re-
gardless of how it is obtained), such as the ease of access and discovery of new mu-
sic, and the time- and space-saving qualities of digital music. 

A Sacrifices theme was constituted of negative aspects of online music services. 
Issues pertaining to Price of music occurred quite frequently. While twelve respon-
dents commented on too-high CD prices, 21 wrote about the price of digital mu-
sic, which also was perceived as too high. Some mentioned that they thought the 
price should be reflected by lower costs connected to Internet distribution, such as 
this respondent: 

I think that if the prices for downloaded songs are lowered, file sharing will decrease 
and the music industry will get more money than if they stick to charging the same 
price for a song via the Internet as on a bought CD. (If I do the job and burn the CD 
myself, at least I would like to be spared from paying what goes to intermediaries, like 
the record store.) (Male, 40) 

Besides price-related issues, the sacrifices were focused mainly around Product and 
Performance Risk in the form of perceptions of too low sound quality and restric-
tions in usage imposed by DRM technology. This comment captures some of the 
most common issues: 

Wanted: Possibility to download music in CD audio format so that I can burn it and 
listen to it on the stereo. No software to be downloaded! = No spyware. Freedom to 
listen to purchased music however and wherever I want to. (Male, 40) 
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Under the theme of Intention to Use, a sub-theme incorporated some Negative
Influences on the Intention to Use (besides file sharing). A few respondents mentioned 
the ubiquity of music (e.g., on the radio) as decreasing the need to purchase music, 
and several pointed to the poor quality of music today as reducing their will to pay 
for music, and also as negatively affecting the respect for copyright. One illustrative 
comment was: 

(…) everybody’s tired of their [i.e. the music industry] manners to mainstream the 
music today. Every new hit (?!) is pushed out in all radio channels 15-25 times per 
day and channel, everything that is older than 4 months is regarded as “out” and is 
no longer available for purchase. (Male, 37) 

Subscription Services evolved as a sub-theme in its own right, as some respondents 
suggested that such services combined with the possibility to download songs could 
be interesting to use. A few also expressed interest in more regular subscriptions, as 
the following comment suggests: 

(…) It was a bit fun to fill in the questionnaire. Turned out that I would rather 
“rent” the right to listen to a song when I want to/as often as I want to rather than 
buy a “physical” file. Better that someone else is storing my music for me (as long as I 
always at home/at work/at a friend will have access to it). (Male, 27) 

The theme that resulted in most comments was, perhaps not surprisingly, the Per-
ceived Fairness of File Sharing. Within the Music Industry sub-theme, several re-
spondents stressed that they want artists to get paid for their work. At the same 
time, some were critical about the record companies taking most of the revenues 
and said that they would be more willing to pay for music if they knew that most 
of the money went directly to the artist. Eight respondents also pointed to the 
changing conditions that have followed the advents of the Internet, digitization, 
and file sharing. For example:

The market is changing and we have to follow it. All companies are adjusting to the 
market; they adjust their cost estimates to demand. This is what the music business 
also has to do if they’re going to survive, quite simply: fresh ideas! (Male, 35) 

Under the “Ideological” Stances sub-theme, which is recognized from the pilot 
study, the view that digital music should be free was expressed by a few respon-
dents. An example of a formulation: “would never consider paying for a song or 
album when you can download it for free” (Male, 16). Three people stated that 
they thought file sharing should be illegal, while twice as many explicitly said the 
opposite.

The most comprehensive sub-theme under the overarching file-sharing theme 
included Explanations to and Perceived Consequences of File Sharing. Three respon-
dents, of whom two were musicians, pointed to negative consequences of file shar-
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ing, but many more (18) were focusing on positive effects, typically the ones that 
are listed in the table. The reasons why people download from file-sharing net-
works were related closely to the perceived positive effects of file sharing, the price 
of music and the views of the music industry. Some illustrative comments pertain-
ing to perceptions of file sharing include the following: 

(…) I see music files as a way of test listening and find new artists. To be able to find 
a CD or 12” with them can certainly be a project – but that’s how it always been 
(I’m 37). Everyone I know with large shares [on P2P networks] also have very ex-
tensive physical record collections. As we used to call it when the old man was young: 
“information wants to be free”. (Male, 37) 

(…) As long as the supply is larger and the possibilities better for me to obtain the 
music for free, I will – sad but true – keep on downloading music “illegally”. How-
ever, I am one of the people who prefer to have the music in “physical” format. I 
download music to listen if there’s something I like; if I do, I will also buy the CD.
(Female, 25) 

Digital music has made one discover new music that one didn’t listen to before. I can 
only see the positive with digital files. Music is spread to a wide audience. I’d rather 
put my money on attending the artist’s concerts instead. (Female, 28) 

A system with a monthly/annual fee for unlimited downloading would be much better 
than the present with payment per song/album. If the price of digital music was lower, 
smaller [i.e. less known] bands would be favoured. People would afford trying some-
thing new. The record industry should try different ways of competing with the file-
sharing networks. Threats about legal actions aren’t working. (Male, 20) 

Next, the Music Involvement theme included comments expressing an interest or 
lack of interest in music. One issue revolved around the consumer’s own music 
taste; another included a few respondents who noted that they were musicians 
themselves (indicating that their opinions should be seen in that light). As many as 
21 people pointed out that they currently were not using digital music. Some of 
them said that they thought it was a bit difficult to respond to some of the ques-
tions, and a few said they were not interested in music at all. Three people also 
wrote about music as it reflects a person’s lifestyle or personality, perhaps expressed 
most aptly by this respondent: 

(…) People pay for things they can display, things that define their identity. Not an 
electronic file. The problems record companies are seeing are likely due to the fact that 
most people’s music interest is larger than their wallets. That doesn’t make me buy 
fewer records, in my case it’s the opposite, and of good taste too. (Male, 24) 
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Finally, a Product Use theme emerged, as several respondents wrote about how 
they tend to use Digital Music (sub-theme 1) and devices for listening to it. This 
also could be related to how the occasion of music listening affects product use, for 
example listening to radio or CD in the car, while bus or train commuting might 
lead to a need for using an MP3 player. A second sub-theme under the Product 
Use theme was related to Physical Records. These comments focused on the impor-
tance or preference for physical formats, which often was attributed to a perception 
of poor sound quality of digital files compared to CD (occasionally LP), but also a 
desire for tangibility. For example: 

As it looks today I value albums more highly than separate songs. Albums with artists 
I like I would rather have CD records with than digital songs because the computer is 
not a safe place of storage and because it is fun to have the songs/album tangibly.
(Female, 22) 

While this analysis of respondents’ comments can assist in drawing conclusions 
from the survey data overall, the results derived here should be viewed so far as 
preliminary. A more detailed, in-depth analysis, followed by a classical content 
analysis with thorough operationalizations of concepts and specified keywords, 
likely would uncover more of the complexities and relationships among concepts 
residing in these qualitative data. However, as mentioned in the outset of this sec-
tion, time constraints did not allow for such analysis at present, and it therefore is 
considered as an option for further research.

To sum up, this chapter has provided displays, descriptions, and analyses of the 
empirical results obtained from the mail survey to Swedish consumers. Following 
presentations of descriptive statistics, measure purification and validation, analyses 
were performed through structural equation modelling, comparison of path coeffi-
cients in subgroups, and clustering. Finally, respondents’ comments were analyzed 
with an open-coding procedure. Next, Chapter Seven involves a discussion of the 
results of the descriptive statistics, model tests, and cluster analysis in relation to the 
two research questions and the conceptual framework. 
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Chapter Seven 
Discussion

To wrap up the results of the different data analyses, this chapter includes a discussion of the 
results of the descriptive statistics, model tests, and cluster analysis in relation to the two re-
search questions and the conceptual framework. The results of the analysis of respondents’ 
comments are discussed to the extent that they seem to provide further understanding of the 
quantitative data. Furthermore, as benefits and sacrifices could not be included in the model 
tested with SEM, the results of some bivariate correlations between consumers’ individual 
characteristics and benefits/sacrifices are incorporated in the discussion. This is intended to 
increase the understanding of the possible influence of these characteristics on customer value. 
The tables displaying these correlations are found in Appendix K.

 7.1 CUSTOMER VALUE 

s explicated in Chapter Four (p. 73), pre-purchase customer value, for the pur-
pose of this thesis, was defined conceptually as “a consumer’s anticipation 
about the outcome of acquiring digital music from an online music service, 

based on future benefits (“get” components) and sacrifices (“give” components)”. 
Following the failure to fit a multidimensional customer value construct reflected 
by benefits and sacrifices, customer value was reoperationalized as a unidimensional 
construct reflected by consumers’ evaluations of a single item indicating the im-
plicit trade-off of expected benefits and sacrifices of acquiring digital music from an 
online music service. This single value item had a quite low mean (2.67; signifi-
cantly29 lower than the scale midpoint of 4), indicating that respondents did not 
anticipate a downloadable music file to be a particularly good buy. 

 7.1.1  Desired Benefits 

In addition to this single variable, the descriptive statistics provide some insight into 
the expected customer value in terms of benefits and sacrifices. Desired benefits were 
defined conceptually as “all the characteristics, derived from tangible or intangible 
sources, that an individual consumer seeks and values in online music services”. 
Operationally, the desired benefits were studied based on consumers’ evaluations of 
relatively directly observable attributes of online music services, which then were 
combined to benefits. Thus, in addition to looking at higher-order benefits, the 
mean values of all attributes can give indications of what specific characteristics are 
perceived as important. Hence, to get an indication of what elements may contrib-
ute to customer value of online music services, Table 7.1 on the following page 
displays all attributes in order of their mean values (based on the total sample). 

                                                          
29 One-sample t-test with test value = 4, p<.001.  

A
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The table also shows if the item was included in a particular benefit, as resulting 
from the exploratory factor analysis (cf. Table 6.13, p. 128). Benefits put in brack-
ets means that the specific item later was dropped from the factor during confirma-
tory factor analysis or cluster analysis.

Table 7.1: Desired Product Attributes in Order of Mean Values 
Product Attributes Incl. in Benefit n Mean

Easy search -- 867 6.55
Broad selection -- 869 6.45
Guaranteed and stable sound quality -- 870 6.42
Transfer to other devices Flexibility 870 6.32
Compatible with all brands of players Flexibility 869 6.25
Opportunity to sample Flexibility 866 6.16
Ensure artist payment (Intangibles) 869 6.10
Duplicate files (Flexibility) 869 5.98
Choose format -- 870 5.95
Topical selection Intangibles 868 5.94
Good reputation Intangibles 858 5.92
Brand I can trust Intangibles 870 5.72
Display new releases and new artists (Features) 868 5.44
Rare and unpublished titles -- 870 5.39
Discounts for members (Payment) 869 5.37
Pay via digital wallet -- 868 5.17
Share downloaded files -- 868 5.15
Editorial material -- 867 5.04
Support function -- 868 5.03
Pay via phone bill Payment 870 4.98
Pay via SMS Payment 865 4.77
Offer music videos -- 869 4.75
Show or share play lists -- 860 4.63
Recommendation features Features 869 4.57
Customized play lists (Features) 868 3.98
Online community Features 868 3.95

Most of the standard deviations of the items in Table 7.1 were below 2 (cf. Table 
6.4, p. 115), indicating that respondents were fairly consistent in their evaluations 
of product attributes (cf. Hair, et al., 2007). In terms of product attributes that can 
deliver benefits, the most important, not very surprisingly, are easy search, broad 
selection, and guaranteed/stable sound quality. These can be seen as Fundamental
Functions that must be in place. While these functions are important overall, 
consumers’ music involvement and knowledge, use of P2P networks, and 
frequency of using digital music files increase the desire for these attributes (see 
Appendix K). After that follows four attributes that were included in a Flexibility
benefit, along with the “intangible” attribute of ensuring artist payment. In 
addition, the possibility to choose format, which has about as high a mean as the 
possibility to duplicate files, could be viewed as an indication of the desire for 
flexible use, even though this item did not load into the Flexibility factor. 
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Inversely, the high level of desire for flexible use implies that DRM restrictions 
decrease the value of online music, which also could be seen in the analysis of 
respondents’ comments. Individual characteristics that seem to influence the desire 
for flexible use include age (it is somewhat more important for younger users); 
music involvement and knowledge; the frequency of using digital music files in 
different ways (i.e. listening on the computer, burning files to CD, and transferring 
files to portable player); frequency of downloading from P2P networks; and the 
perceived positive effect of file sharing on artists (see Appendix K). In other words, 
the desire for flexible use of music files, quite logically, is increasing along with 
music interest, experience, and increasing acquisition and use of digital music files. 
Thus, as has been suggested in literature (e.g. Jordan & Bolton, 2004; Krueger, et 
al., 2003), the reasons for the popularity of file-sharing networks, such as broad 
selection and flexibility in use, do seem to increase the desire for these benefits in 
commercial services. 

Following the Flexibility attributes are the variables included in the Intangibles
benefit. That is, a topical selection, a good reputation, and trusted brand of the 
online music service can be regarded as important contributions to customer value. 
Ensured artist payment, which was originally part of this benefit, is the most highly 
rated of all these variables, which seems logical considering the amount of sponta-
neous comments around the importance of artists getting paid for their work (cf. 
section 6.6.2). Brand and reputation could be seen as the key attributes here, as they 
conceptually belong most strongly together. The Intangibles benefit is positively 
correlated only with music involvement and perceived positive effect of file sharing 
on artists (cf. Appendix K). Next, Payment functions, including the possibility to 
pay via the phone bill or through SMS, are significantly less desired than the intan-
gible benefits. Among the respondents’ comments, the only two who mentioned 
something about different payment methods suggested paying via invoice after the 
purchase, or using a “music card” that can be charged with different values in off-
line shops. The Payment benefit is positively correlated with the two attitudinal 
file-sharing variables and the frequency of downloading from P2P networks, but 
only at very low levels. In addition, those who burn files to CDs more often seem 
to rate the payment functions somewhat higher (cf. Appendix K).

It can also be seen that attributes that provide extra Features of the service clearly 
are the least desired, particularly in terms of an online community and automated 
creation of customized play lists. Though music videos and the possibility to show 
and share play lists did not fall into this factor, they still are examples of extra 
features that are rated in between the attributes in the Features and Payment 
benefits. In addition, while recommendation features, which were included in the 
Features benefit, were among these least desired attributes, a few respondents 
wrote comments stating an explicit desire for this type of functions; for example:
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It’s important with “individualized” information on music services, such as 
www.last.fm, where my music taste is matched toward other users with similar taste. 
In that way, you find interesting new artists. (Female, 27) 

As this respondent is a user of a free service (i.e. Last FM30) in which the 
recommendation functions constitute the main value proposition, it is possible that 
such functions in general are appreciated mostly by more experienced digital music 
users who have well-developed apprehensions of how such features work. 
Accordingly, the correlations in Appendix K show that use of P2P networks, the 
perceived fairness of file sharing, music involvement and knowledge, and (to a 
smaller extent) the frequency of using digital music files in different ways are 
positively related with the Features benefit. In addition, younger consumers have a 
somewhat higher desire for extra features.  

On the other hand, contrary to what could be expected, the frequency of using 
online music services is not significantly correlated with the Feature benefit. In 
fact, it is not correlated with any of the other benefits either. This might be due to 
the overall relatively low frequency of use among respondents (see Table 7.2 
below).

Table 7.2: Frequency of Downloading from Online Music Services and P2P Networks 
Frequency of Downloading From Online Music 

Services 
From P2P Networks 

n Percent n Percent
Never 665 76.4 418 48 
Less often than once/month 123 14.1 158 18.2 
About once/month 29 3.3 58 6.7 
A few times/month 43 4.9 129 14.8 
Weekly or more often 9 1.0 102 11.7 
Missing 1 .1 5 .6 
Total 870 100 870 100 

That is, while the majority (60 percent) of the 204 respondents who said they use 
online music services only are sporadic users, those who download from P2P 
networks generally seem to be more experienced digital music users. Bivariate 
correlations (Spearman’s rho) between these two user variables and the three 
“Frequency of using digital music files” items lend some support to this 
assumption. The frequency of downloading from P2P networks is correlated with 
the three product use items at considerably higher levels than what the frequency 
of downloading from commercial services is (cf. Appendix L). These results 

                                                          
30 Last FM (http://www.last.fm) is a free service that offers personalized features to listeners by 
keeping track of what music they listen to. It can be used for listening to music, learning about 
artists or other people with similar music taste, and more. Artists and labels can use Last FM to 
upload their music and make it available for streaming or downloading. 

http://www.last.fm
http://www.last.fm
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indicate that the P2P users in the sample overall are more frequent (hence 
experienced) users of digital music; therefore, they may be more demanding about 
which benefits should be offered. 

Finally, based on the order of attributes/benefits in terms of mean values and the 
above discussion, the desired benefits of online music services are illustrated in Fig-
ure 7.1 below. Benefits in the lower levels are not as strongly desired as those in 
the higher levels, but are likely to add value once the most essential ones are in 
place. The benefit previously labelled Intangibles is renamed Brand & Reputation 
here, as this states more explicitly the core of this benefit.

1 FUNDAMENTAL FUNCTIONS
2 FLEXIBILITY IN USE
3 BRAND & REPUTATION
4 PAYMENT METHODS
5 EXTRA FEATURES

    Figure 7.1: Levels of Desired Benefits 

The proposed levels of benefits can be viewed in light of Smith and Nagle (2002), 
who state that analysis of customer value should provide an understanding of 
which features that together produce benefits that may justify the price. The 
monetary sacrifice in the form of price and the non-monetary sacrifices in the form 
of risks are discussed in the following section.

 7.1.2  Expected Sacrifices 

Expected sacrifices were defined conceptually as “the total monetary and non-
monetary costs expected to be associated with buying online music, as perceived 
by the consumer”. This was studied operationally through consumers’ evaluations 
of expected price and risks associated with buying online music, combined to ex-
pected sacrifices. Table 7.3 on the following page displays all price and risk items in 
order of their mean values (based on the total sample), and also shows if the item 
was included in a particular sacrifice, as resulting from the exploratory factor analy-
sis (cf. Table 6.13, p. 128). Sacrifices put in brackets means that the specific item 
was later dropped from the factor during CFA or cluster analysis. All standard de-
viations of the items were below or just above 2 (cf. Table 6.4, p. 116), indicating 
fairly consistent evaluations (cf. Hair, et al., 2007). 
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Table 7.3: Price and Risk Variables in Order of Mean Values 
Price and Risks Incl. in Sacrifice n Mean

Current prices too high (Price) 867 5.53
Unauthorized use of credit card Privacy Risk 868 4.61
Credit card information no riskier 
online (r)

(Privacy Risk) 869 4.40

Misuse of personal information Privacy Risk 867 4.32
Not being able to recover songs -- 865 4.30
Cumbersome to download software -- 869 4.04
Viruses and spyware infections Performance Risk 867 3.94
Something wrong with purchased file (Performance Risk) 866 3.90
Complicated and time-consuming Performance Risk 868 3.70
Breakdown or problems when 
downloading 

Performance Risk 867 3.65

Purchase by accident (Performance Risk) 870 2.74
(r) This item was reverse-coded to be corresponding with the direction of the other items. 

First, as Table 7.3 shows, the perception of price as too high clearly is the main sac-
rifice, as could be expected. The mean value (5.53) suggests that respondents over-
all to a large extent agree that current prices of a song download are too high. In 
fact, looking at the distribution among the response alternatives, almost three quar-
ters (73 percent) of the respondents have indicated strength of agreement of 5 or 
more; 44 percent even agreed strongly (i.e. scale point 7). Only 13 percent dis-
agreed more or less that prices are too high (i.e. agreement 1–3). Moreover, con-
trary to Monroe’s (2003) statement that customers “buy on the basis of perceived 
value, not what it costs the seller to produce and have the product available for 
sale” (p. 250), the analysis of respondents’ comments suggested that expectations of 
lower distribution and manufacturing costs influence price perceptions, at least for 
some consumers. Most of the individual characteristics affect price perceptions to 
some extent, with demographics having the smallest influence. Men and younger 
consumers are slightly more likely to think that current prices are too high, as are 
those who are more involved and knowledgeable about music. According to ex-
pectations, perceptions of too high price increase with frequency of downloading 
from P2P networks and strength of agreement with the attitudinal file-sharing vari-
ables. More frequent users of digital music files also are more likely to think that a 
song download is too expensive (cf. Appendix K). 

Further, it has been proposed that perceived risk is greater in Internet settings due 
to privacy and security concerns (Grewal, et al., 2003). Accordingly, survey results 
show that the three items pertaining to Privacy Risk have the highest means of all 
risk items. A one-sample t-test also confirms that all three items are significantly 
higher than 4; i.e. the scale mid-point (p<.01). Demographic characteristics 
correlated to increasing perceptions of privacy risk include age, as older users expect 
somewhat higher levels of risk, and to some extent gender, as women are slightly 
more likely to have higher levels of privacy risk, although the correlation is trivial. 
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Education, on the other hand, is slightly negatively correlated with privacy risk, 
indicating that risk perceptions decrease with higher levels of education. Other 
characteristics that contribute to lower privacy risk include music knowledge, P2P 
use, and frequency of using digital music files (see Appendix K).

Among the other risk variables, the risk of not being able to recover the purchased 
files (if the portable player or mobile phone is lost or malfunctions) is the highest, 
with a mean slightly, but significantly, above 4. Though this item did not load into 
the Performance Risk factor, it could be seen as a type of performance risk, which 
also can be said about the “cumbersome to download software” item. In addition, 
the analysis of respondents’ comments showed that this particular sacrifice was 
mentioned three times; for example, by this respondent who wrote about desired 
characteristics of online music services: “No software to be downloaded! = No 
spyware” (Male, 40). This respondent does not appear to be the only one making a 
connection between installing software from a music service and getting the 
computer infected with spyware. It may seem surprising that respondents in this 
survey have rated the risk of getting computer viruses and spyware infections about 
the scale midpoint (mean=3.94), considering the fact that the recording industry’s 
trade organization has pointed to freedom from viruses and spyware as a reason to 
use commercial online music services rather than P2P networks (IFPI, 2005c). 
However, a closer look at the terms of use at the market-leading service, i.e. 
iTunes Store, shows that the service leaves no such guarantees: “Apple does not 
represent or guarantee that the service will be free from loss, corruption, attack, 
viruses, interference, hacking, or other security intrusion, and Apple disclaims any 
liability relating thereto” (Apple, 2007a; , 2007b. Same text appears in both the 
American and Swedish versions of the service). Similar disclaimers are included in 
user agreements in most of the services, according to Renfors (2007). Thus, the 
risk of viruses and spyware is potentially relevant also at commercial services. 

Furthermore, respondents are somewhat concerned that there will be something 
wrong with the purchased file, as the mean of this variable also is close to 4. The 
least reason to worry is the risk of purchasing something by accident, which has a 
mean value below 3. Perhaps this is to be expected, considering the generally high 
level of Internet experience among respondents. Overall, the Performance Risk
construct is correlated with higher levels among women, while it is negatively 
related to education, the perceived positive effect of file sharing on artists, music 
knowledge, P2P use, and frequency of using digital music files (see Appendix K). 

For the Privacy Risk and Performance Risk constructs, the findings concerning the 
influence of consumers’ demographic characteristics on risk perceptions both are in 
accordance and contrast with previous research. Garbarino and Strahilevitz (2004) 
have suggested higher risk perceptions of online purchases among women than 
men, which was also found here, at least for Performance Risk. However, since 
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women in the sample were overall younger than men, the relationship between 
risk and gender is affected by age (i.e. younger consumers have lower risk percep-
tions). Therefore, in addition to the correlations shown in Appendix K, bivariate 
Pearson correlations were run between gender and both risk constructs in the 16–
34 age group. This resulted in considerably stronger associations31; thus confirming 
the notion that women are likely to perceive higher levels of risk. Furthermore, 
Bhatnagar and Ghose (2004b) proposed (but could support only partially) that risk 
would be negatively associated with higher levels of education. This actually was 
found to be the case in this study, although the correlations were quite low. On 
the other hand, Bhatnagar and Ghose (2004b) also found higher risk perceptions 
among younger Internet users, which is contrary to the results of this study as re-
gards Privacy Risk.

In addition to the demographic characteristics tested and displayed in Appendix K, 
it is likely that risk perceptions decrease with Internet use and experience of 
Internet shopping (cf. Forsythe & Shi, 2003; Garbarino & Strahilevitz, 2004). To 
test this assumption, bivariate correlations were run between the variables 
measuring Internet purchase and Internet use frequency, and the Privacy Risk and 
Performance Risk constructs (see Table 7.4 below). 

Table 7.4: Correlations between Risk and Internet Experience 
Last Internet  

Purchase 
Internet Use  
Frequency 

Pearson Correlation -.264 -.216 
Sig. (one-tailed) .000 .000 

Privacy Risk 

n 864 864 
Pearson Correlation -.247 -.182 
Sig. (one-tailed) .000 .000 

Performance Risk 

n 864 864 

Considering that 88 percent of the respondents said they had purchased something 
online within the past year (75 percent within the last three months), it is 
somewhat surprising that the correlations between “Last Internet Purchase” and 
the risk constructs were significant. This negative relationship indicates that 
experience of online purchasing has a reducing effect on perceptions of privacy and 
performance risk. Similarly, even though 83 percent of the respondents use the 
Internet daily (95 percent at least once per week), higher frequency of Internet use 
is connected with lower risk perceptions. 

To sum up, all but one of the individual characteristics (in terms of demographics, 
attitudinal characteristics, and product use/usage rate) were correlated with some 
or several of the benefits and sacrifices on a statistically significant level. Somewhat 
surprisingly, the only variable that was not related to any of the benefits or 
                                                          
31 Gender – Privacy Risk .23; gender – Performance Risk .31, p<.001
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sacrifices was the frequency of using online music services. As suggested earlier, this 
might at least be partially explained by the sample’s overall relatively low frequency 
of using commercial services (cf. p. 180). Furthermore, as P2P users in the sample 
generally seem to be more experienced digital music users, they may be more 
demanding about which benefits should be offered and see less reason to worry 
about potential privacy and performance risks.

Next, the potential behavioural outcomes of customer value, i.e. intention to use 
and willingness to pay, are discussed. 

7.1.3  Intention to Use

In Chapter Four, the intention to use online music services was defined conceptually 
as “the likelihood that the consumer intends to use an online music service within 
a foreseeable time”. This then was measured operationally as consumers’ self-
reported likelihood of using an online music service within a year. With the 
primary focus of the thesis being on pay-per-download services, consumers’ 
interest in three other types of services also has been addressed to some extent. 
Overall, as can be seen in Table 7.5 below, the reported intentions to use were 
rather low, with four of the five items having mean values significantly below the 
scale midpoint of 4 (one-sample t-test, p<.01). Also note that there were no 
missing values in any of these response alternatives.  

Table 7.5: Intentions to Use Services in Order of Mean Values 
Type of Service n Mean

Single fee for track from artist web site 870 4.05
Single fee for each album 870 3.39
Single fee for each track 870 3.30
Free access to ad-sponsored downloads 870 3.18
Monthly fee for subscription 870 2.23

In light of respondents’ comments about artist remuneration (cf. section 6.6.2), it 
appears quite logical that the type of service showing the highest mean value of 
intention to use was the option of paying a single fee for a track directly from an 
artist’s web site. For example, one respondent wrote: 

The artist should of course have his/her share. But there are too much “profit 
interests” from several others. If you knew that, e.g., a fee went unreduced to an artist 
and I in turn could buy one or more songs from an artist’s home page, with unchanged 
(high) sound quality (as a CD) and also can save them permanently, this procedure 
would be interesting. (Male, 47) 

In addition to the mean value shown in Table 7.5 above, it also can be mentioned 
that almost half of the respondents (45 percent) indicated a high likelihood ( 5) of 
using a direct-from-artist service. Descriptive statistics however showed that 
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respondents’ present frequency of using artists’ web sites (or pages at, e.g., 
MySpace) as a source of music downloads was rather low (cf. p. 114). 

As regards the other of the less “traditional” models, i.e. free access to ad-
sponsored downloads, a higher level of intention to use perhaps would have been 
expected. Instead, a third of the respondents indicated that they were “very 
unlikely” to use such a service and the mean value was a modest 3.18. A likely 
reason for this lukewarm interest is that the idea of listening to advertising in 
connection to each download simply is not attractive enough, especially 
considering that the service in question would not offer as broad a selection as fee-
based services. Moreover, consumers may perceive the service as intrusive, since it 
involves targeted advertising that is built on user information. Another possible 
reason is that no such service was available in Sweden at the time of the survey, 
which could make it difficult for respondents to imagine what using this service 
would be like. It could be noted, however, that P2P users are somewhat more 
likely to intend to use this type of service (Pearson correlation .18 at p<.01), which 
is to be expected considering that they are used to getting digital music for free. 

Considering the more common models, i.e. pay-per-download and subscription-
based services, subscriptions clearly are the least attractive alternative, with a mean 
value of only 2.23 for usage intentions. Respondents are more likely to intend to 
use the currently predominant pay-per-download model (mean=3.39 for 
downloadable albums and 3.30 for single tracks). To get a more detailed picture of 
the intentions to use these models, Table 7.6 below shows the distribution of 
responses among the different degrees of likelihood to use, with the lower and 
higher scale points collapsed to obtain a five-point scale. For the pay-per-download 
service, the values refer to the summated scale of the two items used in the 
structural model, i.e. single track and downloadable album. The differences in the 
distribution of response alternatives between these two variables were very small. 

Table 7.6: Intentions to Use Pay-Per-Download and Subscription Services 
Intention to Use Pay-per-Download 

Service
Subscription 

Service
n Percent n Percent

Very unlikely to use (1-1.5) 215 24.7 429 49.3
Low likelihood to use (2-3.5) 268 30.9 258 29.7
Neither low nor high likelihood to use (4) 116 13.3 83 9.5
High likelihood to use (4.5-6) 216 24.9 70 8
Very likely to use (6.5-7) 55 6.3 30 3.4
Total 870 100 870 100

Though the mean value of intention to use a pay-per-download service was not 
high, it can be noted that 31 percent of the respondents actually indicate high or 
very likely usage intentions (mean>4.5) while only 25 percent say they are very 
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unlikely to use such a service. Given that 76 percent of the sample currently are 
non-users of online music services, this distribution of responses indicates that 
many of the non-users are prospective customers. In contrast, almost half of the 
respondents are very unlikely to use subscription services, and only 11 percent state 
a high or very high intention to use. The analysis of respondents’ comments also 
suggested that subscription services that involve access to streaming music are less 
desirable, as the sense of owning one’s music still seems important to consumers. It 
is possible, however, that part of the hesitance is related to consumers being unfa-
miliar with this type of service. At the time of the study, only two online music 
services in Sweden offered streaming subscription services (see Appendix D). 

 7.1.4  Willingness to Pay 

In Chapter Four, willingness to pay was defined conceptually as “the maximum 
price a buyer is willing to pay for a given quantity of a specific product”. This was 
measured operationally as consumers’ subjectively assigned maximum price for a 
song download, a downloadable album, and a monthly subscription. The distribu-
tion of responses among the alternatives in the ordinal scale used in the structural 
model is shown in Table 7.7 below. The table includes formerly missing values 
replaced with the EM method; thus, there are no missing data. 

Table 7.7: Willingness to Pay for Single and Album Downloads and Subscription Service 
Ordi-
nal

Scale
Point

Willingness 
to Pay 
(SEK)

Single 
Download, 
Hit Song 

Single 
Download, 
Older Song 

Single 
Download, 
Unfamiliar 

Artist

Download-
able Album 

Subscrip-
tion Ser-

vice

n Per-
cent

n Per-
cent

n Per-
cent

n Per-
cent

n Per-
cent

0 0 108 12.4 95 10.9 225 25.9 91 10.5 368 42.3
1 0<x<3(0) 98 11.3 184 21.1 177 20.3 253 29.1 163 18.7
2 3(0) x<6(0) 366 42.1 397 45.6 324 37.2 302 34.7 198 22.8
3 6(0) x<9(0) 69 7.9 51 5.9 49 5.6 105 12.1 25 2.9
4 9(0) x<12(0) 173 19.9 101 11.6 77 8.9 95 10.9 68 7.8
5 12(0) 56 6.4 42 4.8 18 2.1 24 2.8 48 5.5
 Total 870 100 870 100 870 100 870 100 870 100

1 SEK = €0.11; $0.15 (October 22, 2007) 

To assess willingness to pay more specifically, Table 7.8 on the following page dis-
plays the mean and median values in absolute numbers of WTP for the different 
types of services (and songs). The median values for the total sample, shown in the 
left-hand columns of the table, exactly match those that were obtained before re-
placement of missing values, and the mean values hardly have changed at all (cf. 
Table 6.5, p. 116). This indicates that the EM procedure resulted in good predic-
tions of missing values. 
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Table 7.8: Willingness to Pay: Median and Mean Values 
Type of Ser-
vice/Product

All Respondents Excluding Respon-
dents with WTP=0

Excluding Outliers and 
Respondents with 

WTP=0  
n Me-

dian
Mean n Median Mean n Median Mean

Single download, 
current hit song 

870 5.00 6.12 762 5.00 6.99 753 5.00 6.37

Single download, 
older song by 
familiar artist 

870 4.00 5.09 775 5.00 5.72 765 5.00 5.05

Single download, 
new song by 
unfamiliar artist 

870 3.00 3.80 645 5.00 5.12 638 5.00 4.66

Downloadable, 
current album 

870 40.00 43.10 779 50.00 48.13 779 50.00 48.13

Access to music 
library (subscrip-
tion)/month

870 15.00 33.33 502 50.00 57.77 495 50.00 54.65

Median and mean values are in SEK (Swedish kronor). 1 SEK = €0.11; $0.15 (October 22, 2007) 

It can be argued that it is more relevant to look at the mean and median values of 
WTP only for those respondents who indicated a number higher than 0, since 
those who do not want to pay anything for a download or subscription are 
unlikely to be prospective customers. Therefore, the columns in the middle of 
Table 7.8 show the values when respondents who indicated zero WTP are ex-
cluded. Finally, since four of the five variables here, i.e. all except “downloadable 
album”, were affected by outliers causing non-normal distribution, the right-hand 
columns display the values obtained when excluding the extreme outliers and the 
respondents with zero willingness to pay. The upper limit, beyond which observa-
tions were classified as outliers, was set at 20 SEK/song for the first three variables, 
and 200 SEK/month for subscriptions. These limits were set based on an inspec-
tion of frequency tables, which revealed the point at which there was a substantial 
decline in the number of respondents indicating a specific value32. This procedure 
resulted in deleting between seven and ten cases from the affected variables, i.e., 
around 1 percent of the respondents in each variable. 

Thus, it is primarily the mean values shown in the right-hand columns of Table 
7.8 that could be meaningfully interpreted as indications of the prospective cus-
tomers’ average willingness to pay. Nevertheless, the median values should be con-
sidered in conjunction with means to obtain a reasonable view on the likely WTP 
of the sample. It can be noted that the highest changes in mean and median values 

                                                          
32 For example, for “file with a current hit song”, there were 28 observations of the value 15 SEK 
and 11 of the value 20 SEK. Thereafter, there were a few observations of 25, 30, 40, 50, 85, and 
100 SEK. Most of these values (at least the highest ones) probably are the result of the respondent 
not reading the question carefully. 
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when the “zero-respondents” are excluded are shown for single download with 
unfamiliar artist and subscription. This, naturally, is because these two alternatives 
have the highest amount of respondents indicating a zero WTP (cf. Table 7.7). 

Taking the results shown in the two preceding tables together, it can be seen that 
for the three types of downloadable songs, 37 to 46 percent of the responses lie in 
the 3–6 SEK category, and the median and mean values are around 5 SEK. For a 
current hit song, the mean WTP is higher (6.37) than for the other two alterna-
tives. In addition, a third of the sample (excluding outliers) indicated a WTP for a 
current hit song within one of the three highest categories, i.e. 6 SEK or more. 
The lowest WTP for a single download is connected to a new song by an unfamil-
iar artist, for which the mean value is below 5 SEK (4.66) and for which a quarter 
of the respondents would not be willing to pay anything at all. For older songs, the 
mean WTP (5.05) is almost exactly the same as the median value, and only a fifth 
of the respondents (excluding outliers) have indicated a WTP within one of the 
three highest categories. Some of the comments from respondents also pointed to a 
lower willingness to pay for older music, e.g.: “(…) max. 2 SEK/piece for older 
music; this would mean the same price as a sale on Ginza [an online CD retailer], 
for example” (Male, 40). The results can be compared with some of the studies 
reviewed in Chapter Three, which are displayed in Table 7.9 below. 

Table 7.9: Willingness to Pay in Previous Studies 
Authors Sample WTP for Downloadable Song WTP in 

SEK
Amberg & 
Schröder 
(2007)

German users of P2P 
networks and/or 
online music services 
(online survey, small 
sample) 

Average €0.67 6.25 

Buxmann et 
al. (2004) 

German Internet 
users

65% would not pay more than €0.49 and 
90% would not pay more than €0.99. Lower 
WTP for older titles and songs by newcom-
ers, for which 85 and 82%, respectively, 
would not pay more than €0.49 

0–4.60 or 
max. 9.20

Gallaway & 
Kinnear
(2001)

US students (conven-
ience sample) 

Average $1.07 for new songs; $0.27 for 18-
month-old songs 

7.00 (new 
song);
1.80 (old 
song)

Sandulli
(2007)

Spanish P2P users 
(online survey) 

Average €0.46 per song 4.30 

Walsh et al. 
(2003)

German Internet 
users (online survey) 

79% would not pay more than $0.47 and 
97% not more than $0.94  

0–3.10 or 
max 6.20 

Note: The WTP in Swedish kronor is calculated based on the current exchange rates (October 22, 
2007), which means that values reported in the studies from 2004 and earlier would be higher if 
exchange rates from the respective point in time were used.  
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Though the values in Table 7.9 are not entirely comparable with those obtained in 
this study due to differences in measurement (i.e. influence of exchange rates and, 
in two studies, use of categories instead of mean values), they still are fairly similar. 
Notably, in the most recent study (Amberg & Schröder, 2007), the WTP for a 
download was almost exactly the same as for a downloadable “current hit song” in 
this study (6.25 and 6.37, respectively). In the other recent study (Sandulli, 2007), 
WTP was lower (4.30), which could be due to the fact that the sample consisted of 
P2P users, and/or differences related to the country where data were collected. It 
also could be noted that Buxmann et al. (2004), as well as Gallaway and Kinnear 
(2001), found significantly lower WTP for older songs, even more so than in this 
study. The decreased willingness to pay for newcomers shown here also is fairly 
analogous to the results of Buxmann et al. (2004). 

As regards the respondents’ willingness to pay for a current, downloadable album, 
the most preferred alternative was within the 30–60 SEK range (35 percent), and 
26 percent would pay 60 SEK or more. Only 10.5 percent said they would not 
pay anything at all. More specifically, the median and mean values point to an av-
erage WTP of 50 SEK for a downloadable album when extreme outliers and those 
with zero WTP are excluded. The same level of willingness to pay also is shown 
for a monthly subscription fee (median=50, mean=54.65); however, for this alter-
native, 42 percent of respondents would not be willing to pay anything at all and 
only 16 percent would pay 60 SEK or more per month. As noted earlier, it still 
seems important for many consumers to own their music rather than rent it, and 
many still are unfamiliar with this type of service. Only two online music services 
in Sweden offered streaming subscription services at the time of the study (see Ap-
pendix D), and none offered subscriptions with so-called portable downloads, 
which can be transferred to a portable player and used as long as the subscription is 
active. The two available streaming subscription services both had monthly fees of 
89 SEK, i.e. about 60 percent more than the mean willingness to pay shown here. 

Overall, this study indicates that the willingness to pay for downloadable music, 
when extreme outliers and respondents with zero WTP are excluded, is about half 
of the current average price for downloadable albums as well as single tracks (cf. 
Appendix D). In fact, taking into account that extra fees often are charged depend-
ing on payment method (e.g., credit/debit card, Internet bank, or SMS), the aver-
age willingness to pay expressed in this study is only about one-third of the total 
purchase price per song at some of the services. These results probably are at least 
partly attributable to expectations that pricing of online music should reflect the 
lower costs associated with Internet distribution (cf. Fox, 2004; Marathe, 2001), 
which also could be seen in comments from respondents. In some cases, the WTP 
also seemed connected to wanting the artists to obtain a larger share of revenues 
(cf. section 6.6.2). A couple of comments to illustrate these points follow on the 
next page. 
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It’s far too expensive to buy an album digitally – the price should not exceed half the 
original price, preferably not more than 50-70 kr [SEK]. (Male, 45)

The price that you would “consider” paying depends on whether there are alternatives 
to download for free or not. If there is, like today, the “laziness” will take over and 
then you often don’t want to pay anything at all – except in certain cases when you 
know that it goes directly to the artist – for example from an artist’s own homepage.
(Male, 35) 

The above comments also suggest that the willingness to pay indicated by respon-
dents in this study possibly should be interpreted as the price that they think is fair,
rather than the absolute maximum price they would consider paying. Moreover, the 
willingness to pay as well as the intention to use most likely is influenced by many 
other things, such as the availability of, and readiness to use, P2P networks for free 
downloading, as implied by the second comment above. The influence of attitudes 
and other individual characteristics on the relationships between customer value 
and the two outcomes variables (i.e. WTP for single downloads and intention to 
use pay-per-download services) was addressed in the hypotheses tested in the struc-
tural model. Hence, to conclude the discussion on customer value, the hypotheses 
testing the relationships between this concept, its outcomes, and some individual 
characteristics are summarized and discussed in the following section. 

7.1.5  Summary and Discussion of Hypothesis Testing 

To get an initial overview of the results of the hypotheses that were tested in sec-
tion 6.4, a summary is provided in table 7.10 on the following page. A discussion 
of the results follows after the table. 
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Table 7.10: Summary of Results of Hypotheses Tests 
Hypothesis No. 
and Direction 

Direct or 
Moderating Effect 

Hypothesized  
Relationship 

Result 

H1 + Direct CV  Int. to Use Partially supported
(trivial correlation) 

H2 + Direct CV  WTP Supported 
H3 + Direct Int. to Use  WTP Supported 
H4a Direct Effect of F-S on Artists 

 CV 
Supported 

H4b Direct Effect of F-S on Artists 
 Int. to Use 

Rejected (opposite 
direction)

H4c Direct Effect of F-S on Artists 
 WTP 

Rejected (non-
significant path) 

H4d Direct Digital Music as Free 
 CV 

Supported 

H4e Direct Digital Music as Free 
 Int. to Use 

Supported 

H4f Direct Digital Music as Free 
 WTP 

Supported 

H5 (male +) Moderating variable: 
Gender 

CV  Int. to Use Rejected (opposite 
influence)

H6 + Moderating variable: 
Age

CV  WTP Rejected (n.s. differ-
ence)

H7a ? Moderating variable: 
Music Involvement 

CV  Int. to Use Rejected (n.s. path in 
both groups) 

H7b ? Moderating variable: 
Music Involvement 

CV  WTP Supported 

H8a ? Moderating variable: 
Music Knowledge 

CV  Int. to Use Rejected (n.s. path in 
both groups) 

H8b ? Moderating variable: 
Music Knowledge 

CV  WTP Supported 

H9a – Moderating variable: 
P2P Network Use 

Effects of F-S on Art-
ists  CV 

Rejected (n.s. path in 
both groups) 

H9b – Moderating variable: 
P2P Network Use 

Effects of F-S on Art-
ists  Int. to Use 

Rejected (opposite 
influence)

H9c – Moderating variable: 
P2P Network Use 

Effects of F-S on Art-
ists  WTP 

Rejected (n.s. path in 
both groups) 

H9d – Moderating variable: 
P2P Network Use 

Digital Music as Free 
 CV 

Supported 

H9e – Moderating variable: 
P2P Network Use 

Digital Music as Free 
 Int. to Use 

Supported 

H9f – Moderating variable: 
P2P Network Use 

Digital Music as Free 
 WTP 

Rejected (n.s. differ-
ence)

H10a + Moderating variable: 
Online Music Service 
Use

CV  Int. to Use Supported 

H10b + Moderating variable: 
Online Music Service 
Use

CV  WTP Supported 
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In total, 13 of the 23 hypotheses were statistically supported by the data. While 
seven of the nine hypothesized direct relationships were supported, only six of the 
14 expected moderating effects failed to be rejected. Notably, four of the hypothe-
ses regarding moderators were not rejected because there were no differences be-
tween the subsamples, but because the investigated path was non-significant in 
both groups. On the other hand, many significant differences were found during 
subgroup testing, indicating that numerous moderators may in fact be at play in the 
studied model.

The relationship between customer value and intention to use/buy has been 
strongly positive in the reviewed literature (e.g. Chen & Dubinsky, 2003; Chu & 
Lu, 2007; Dodds, et al., 1991; Sweeney, et al., 1999; Teo & Yeong, 2003). Here, 
however, the correlation was low, lending only partial support to Hypothesis 1, and 
in nine of the twelve subgroups it was even non-significant. As hypothesized 
(H10a), online music service use moderated the relationship positively such that 
the correlation was stronger among users than non-users (.24 vs. a non-significant 
.04). Similar effects of a moderating variable were found by Sirohi et al. (1998), 
though they used repatronage intentions as a dependent variable. The other two 
groups in which the CV  Int. to Use path was significant was the female sub-
sample (.18) and P2P users (.15). Hence, the moderating influence of gender put 
forth in Hypothesis 5 (i.e. that the relationship would be stronger among men), was 
in fact the opposite. In addition, neither music involvement nor music knowledge 
could be regarded to work as moderators on this path. Although the correlation 
was significantly higher in the low involvement and low knowledge groups than in 
the “high” groups, the path between the two constructs was non-significant in all 
four groups, leading to rejection of Hypotheses 7a and 8a.

The overall low, or non-existent, correlation implies two things. First, consumers 
may perceive a downloadable music file to be a fairly good buy at the current 
price, but they still prefer other ways to acquire their music. In fact, examples of 
this were found in the pilot study, in which four of the five interviewees thought 
that the current prices of song downloads were quite reasonable, but still did not 
express particularly strong intentions to start using online music services within a 
foreseeable time (such as within a year). One of them had even bought some 
downloads on a few occasions, and thought the service worked quite well, but was 
not particularly interested in continuing buying downloads anyway. For the two 
university students, the rather low usage intentions seemed to be connected to 
their current financial situation. In addition, the analysis of respondents’ comments 
indicated that there are many issues besides the perceived value for money that 
influence intentions to use; e.g., preference for physical format, the relative advan-
tages of file sharing, or an unwillingness to pay more to record companies than to 
artists (cf. section 6.6.2). One example of a comment that illustrates this: 
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File sharing is an excellent way of finding these albums [that are worth buying]. Am 
proud over my CD collection which I prefer to keep in physical form. Can consider 
paying for separate digital songs but the albums should be “for real” (Male, 22). 

Second, some consumers may view the price and non-monetary sacrifices as too 
high in relation to the benefits for the download to be considered as a “good buy”, 
but they may intend to use pay-per-download services to some extent anyway. 
One reason for this could be that they do not want to violate copyright law by 
getting the tracks they want from P2P networks. Another reason might be that 
they feel that, despite the price, this is the best way to obtain music when they just 
want a single song and do not wish to purchase an entire album or a physical sin-
gle.

While the relationship between customer value and intention to use did not quite 
behave as expected, the correlation with willingness to pay (H2) was significant 
in the total sample and in all groups, usually at a moderate to substantial level. This 
gives support to the view of WTP as an indication of the level of perceived bene-
fits (cf. Jelassi & Enders, 2005; Monroe, 2003), while sacrifices such as risk or per-
ceptions of price unfairness are likely to decrease the WTP (cf. Monroe, 2003; 
Smith & Nagle, 2002). Use of online music services also works as a positive mod-
erator on this relationship, as hypothesized (H10b). However, contrary to Hypothe-
sis 6, age does not influence this relation, as the correlation is equally strong in 
both of the tested age groups. Further, while the difference between high/low 
groups lend support to the non-directional Hypotheses 7b and 8b, the negative 
moderating effect of involvement and knowledge on the CV  WTP relationship 
suggests that an increase in customer value is not associated with an increase in 
willingness to pay to the same degree among highly involved and (subjectively) 
knowledgeable consumers as among the less involved and knowledgeable. This 
might be explained by the influence of the file-sharing variables, which have sig-
nificantly more strongly negative associations with customer value and WTP in the 
high involvement and high knowledge groups.

Furthermore, there is a positive relationship between intention to use and will-
ingness to pay (H3) in the total sample and in all groups, usually on an at least 
moderate level of correlation, indicating that as intentions to use a pay-per-
download service increase, so does the willingness to pay for a single download. 
The finding that the lowest correlations between intention to use and willingness 
to pay existed in the P2P and OMS user groups is somewhat surprising. This rela-
tionship can be interpreted in the following way: an increase in the intention to 
use in the “user groups” does not result in an increase in willingness to pay to the 
same extent as in the other groups. It therefore seems like the other variables in the 
model contribute to decrease the strength of this correlation. For example, the 
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view that digital music should be free has a significantly stronger negative associa-
tion with WTP in both user groups compared with non-users.  

It also could be noted the willingness to pay perhaps is more realistically inter-
preted as the price that the respondents think is fair, rather than the absolute maxi-
mum price they would consider paying, which was mentioned earlier in the discus-
sion about WTP (cf. p. 191). Descriptive statistics from the OMS user sample 
seems to confirm this, as only 31 percent have indicated a WTP for a current hit 
song (which has the highest average WTP) in one of the two highest categories 
(i.e. 9 SEK or more). Though this is a somewhat higher ratio compared to re-
sponses in the total sample (26 percent), it is not consistent with their responses to 
question x6c, where they have indicated that they, at least occasionally, are using 
online music services, at which prices normally are in the range of 9 to 13 SEK, 
with an average price of 10 SEK (cf. Appendix D). As a majority (60 percent) of 
the “users” were in the most infrequent use category (i.e. less often than 
once/month), it of course is possible that some of these respondents have tried a 
service once or a few times, and therefore checked the box of the most infrequent 
use although they were not currently using such services, perhaps because they 
perceive the price as too high. This also was seen in the pilot study, in which two 
of the interviewees had purchased music from online music services a few times, 
but did not show particularly high intentions to use or willingness to pay. 

The relationship between the perceived (positive) effect of file sharing on art-
ists and customer value was, as hypothesized (H4a), significant and negative in 
the total sample. It was also significant (and negative) in half of the subgroups. This 
may contribute to explain the weak relationship between customer value and in-
tention to use, as this attitudinal construct had a negative influence on value but a 
positive one on intention to use. Notably, the correlation was considerably 
stronger among users of online music services than among P2P users, where it was 
not even significant. Neither was this path significant among P2P non-users. 
Hence, Hypothesis 9a, which postulates that consumers’ frequency of downloading 
from P2P networks will negatively moderate the relationship between the per-
ceived effect of file sharing on artists and customer value, was rejected. 

Further, the rejection of Hypothesis 4b because of an opposite influence; i.e. a posi-
tive relationship between the perceived effect of file sharing on artists and in-
tention to use, is somewhat surprising. In addition, the positive influence was 
slightly, but significantly, stronger among P2P users than among non-users, thus 
leading to rejection also of Hypothesis 9b. For users of online music services, how-
ever, this link was non-significant, indicating a lack of pattern among these users as 
regards how the perceived effect of file sharing on artists influences usage inten-
tions. These results may be interpreted in such a way that there is no obvious con-
tradiction between thinking that file sharing can have positive consequences for 
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artists, and considering use of pay-per-download services. In light of the data 
showing that a majority of the online music service users in this study also use P2P 
networks to some extent, the discrepancy between perceptions and usage of le-
gitimate and illegitimate ways of downloading digital music is far from clear-cut. 
This is also implied by the rejection of Hypotheses 4c and 9c, i.e. that this variable 
was not significantly correlated with willingness to pay; neither in the total sam-
ple nor among P2P users (or any of the other subsamples). 

The other file sharing variable, which indicates the degree to which consumers 
perceive digital music as something that should be free, had a more unambi-
guous negative relationship with customer value, intention to use, and willingness 
to pay, thus lending statistical support to Hypotheses 4d, 4e, and 4f. The relationship 
between view of digital music as free and customer value was most strongly 
negative in the “young” and high knowledge groups (-.41 in both), while it was 
not even significant among the 45-plus group, P2P non-users, and online music 
service users. Hence, as the correlation was considerably more strongly negative 
among P2P users than among non-users, Hypothesis 9d was supported. The view of 
digital music as free was particularly strongly associated with a lower level of in-
tention to use, and most pronounced in the high involvement, high knowledge, 
and P2P user groups, in which the correlations ranged from -.48 to -.56. Hypothe-
sis 9e was therefore also supported. In contrast, as the difference between the P2P 
user and non-user group was non-significant concerning the correlation between 
the view of digital music as free and willingness to pay, Hypothesis 9f was re-
jected. The highest negative influence of this variable on willingness to pay (-.34) 
was found in the high involvement group, while the same path was non-significant 
in the low involvement subsample.  

Overall, the results suggest that age, music involvement, music knowledge, and 
P2P use were moderating relationships in the model, such that the influence of at 
least one of the file-sharing variables becomes stronger. Notably, customer value 
and the view of digital music as free together explained 19 percent of the variance 
in usage intentions for OMS users, while customer value together with both file-
sharing variables (in particular, the view of digital music as free) accounted for 30 
percent of the variance in intention to use among P2P users. 

Hence, as proposed by several researchers, a number of individual characteristics of 
consumers are likely to influence their perceptions of customer value and related 
outcomes (cf. Bolton & Drew, 1991; Grewal, et al., 2003; Huber, et al., 2001; Lai, 
1995; Monroe, 2003), as well as the relationships among these constructs. Con-
sumers’ individual characteristics will be discussed further in the following section, 
which deals with potential target groups within the online music market.  
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 7.2 CHARACTERISTICS OF POTENTIAL TARGET GROUPS

n Chapter Three, a market segment was defined as “a group of individuals, 
groups, or organisations sharing one or more similar characteristics that cause 
them to have relatively similar product needs and buying characteristics” 

(Dibb, et al., 2005, p. 223). Desired benefits and expected sacrifices were included 
in the conceptual framework not only as components of customer value, but also 
as segmentation variables, i.e. the bases upon which the market could be divided. The 
cluster analysis based on these variables, which was described in section 6.5, re-
sulted in three segments. These are profiled and assessed in the following sections.  

 7.2.1  Segment Profiles 

Segment profiles entail a summarized description of each segment in order to assist in 
further decisions in the target marketing process (Anderson, 2003; Dibb, et al., 
2005). Hence, the three segments obtained from the cluster analysis are named and 
summarized as follows: 

Cluster 1 is termed the Risk Conscious. Those in this segment want a high level of 
benefits and product attributes but also expect a high level of risk. In particular, 
they are worried about privacy risk, for which the mean value is even slightly 
higher than for price, but expected performance risk is also considerably higher in 
this cluster. This could be partly connected to their lower level of education (cf. 
Bhatnagar & Ghose, 2004b), as risk was found to be negatively associated with 
higher levels of education. In addition, this segment also has comparably more fe-
males than the other clusters. As women have been found to have higher risk per-
ceptions of online purchases (cf. Garbarino & Strahilevitz, 2004), this also could 
contribute to the level of risk being the highest among the three clusters. This 
proposition appears confirmed by the bivariate correlations between gender and 
the two risk constructs. Further, the intention to use and willingness to pay is at a 
medium level in this segment. The use of devices for digital music and different 
ways of obtaining music files also is at a level between the other two clusters. Fi-
nally, the Risk Conscious segment appears rather positive to file sharing and show 
a fairly high level of music involvement. 

The second cluster, named Heavy Users, includes the most music interested and 
knowledgeable consumers, with a very high frequency of using the computer and 
other devices for music listening. They are the most frequent downloaders from 
file-sharing networks as well as from online music services and artists’ web sites. 
Those in this segment are the most likely to think that file sharing is mostly posi-
tive for artists, but despite their frequent P2P use, these consumers have the lowest 
level of agreement with the view of digital music as free. While they desire an al-
most equally high level of benefits as the Risk Conscious, in particular in terms of 
flexibility in use, they are not concerned about risks. Despite being the most criti-

I
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cal toward the current prices and value for money, the Heavy Users show the 
highest intention to use pay-per-download services and buying from artists’ web 
sites (though the mean values are not significantly different from the Risk Con-
scious). This is a predominantly male segment, with a large ratio of 25–44-year-
olds and a high education level. 

Finally, Cluster 3 is called the Reluctant. These consumers overall show the lowest 
level of desired benefits and attributes, and are particularly uninterested in extra 
features. Their level of expected sacrifices is medium-high and they rate privacy 
risk almost as highly as “too high price”. This may be explained partially by the 
somewhat higher age in this segment, as age is positively correlated with privacy 
risk (cf. Appendix K). Members of this segment have the lowest level among the 
three clusters of P2P use, and are somewhat less likely to think that file sharing is 
mostly positive for artists. The Reluctant also have the lowest levels of online mu-
sic service use, as well as use of portable players and mobile phones for music lis-
tening. Accordingly, their intention to use and willingness to pay is lowest among 
the clusters (though the differences in WTP overall are very small). This segment 
also is the least involved and knowledgeable about music. 

 7.2.2  Segment Attractiveness 

According to the conceptual framework (cf. p. 84), segment attractiveness should 
be assessed by looking at the segment size in terms of number of individuals, profit-
ability in terms of willingness to pay and intention to use, and customer needs in terms 
of desired benefits/expected sacrifices. As Chaffey et al. (2003) note, online consumer 
segments are judged to be attractive if they display growth and profitability, and 
segment members have a high propensity to access, choose, and buy online. The 
outcome of this assessment should help decide which of the identified segments are 
worth serving and which could be ignored (Simkin & Dibb, 1998). 

To begin with, it can be concluded that the Reluctant, which is the smallest seg-
ment, also seems to be the least attractive considering its comparably weak interest 
in digital music and online music services. Hence, while their needs in terms of 
desired benefits would be easier to satisfy than the other two clusters, the expected 
profitability of this segment can be considered as rather low.

The Heavy Users, which constitute the second largest segment, are attractive due 
to their high level of digital music consumption, their comparably higher intention 
to use pay-per-download services, and their low level of expected risks. The Risk 
Conscious seem attractive on the basis of being the largest segment and having 
about the same level of intention to use and willingness to pay as the Heavy Users, 
but their concerns about privacy and performance risk could be an obstacle, and 
they have very high levels of desired benefits. 
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Hence, as both the Risk Conscious and the Heavy Users are big segments and 
have about the same level of usage intentions and willingness to pay, the relative 
attractiveness of each segment could be judged based on the following:  

First, if the desired benefits and attributes can be delivered and risk perceptions can 
be mitigated, perhaps by offering alternative methods for payment (which also was 
a highly rated benefit), the Risk Conscious segment can be targeted. This comment 
by a respondent points to a new solution: 

There should be some kind of (…) music card that you can buy in different stores. 
The music card should include different values, e.g., points that you can use to buy 
songs/albums via the Internet. Then it would become more secure for those who are 
critical towards payment online. (Male, 46) 

Moreover, as a trusted brand and good reputation is more important in this seg-
ment than the others, a well-known brand is likely to lead to decreased risk per-
ceptions. The fact that there are more women in this segment might be seen as an 
advantage. The female subgroup showed the only significant relationship between 
customer value and intention to use among the four demographic subgroups in the 
model tests, which indicates that if customer value in terms of value for money can 
be offered to this segment, it is more likely to result in higher usage intentions. 

Second, if the desired benefits and attributes can be delivered, most critically in the 
form of flexibility, the Heavy Users segment can be targeted. As users of online 
music services and/or P2P networks show stronger correlations between customer 
value and intention to use, the Heavy Users segment has an advantage of compris-
ing the largest ratio of these groups. In addition, the large group of 35–44-year-
olds and the high education level suggest that this segment also might have higher 
disposable income. However, a disadvantage of the Heavy Users segment could be 
that it likely will be difficult to convince some of the most frequent users of file-
sharing networks to pay for digital music. For example, those who file share partly 
as an expression of an ideological stance (e.g., followers of the Swedish “Pirate 
Party”33), and view copyright as completely outdated and information products as 
inherently free will quite naturally not consider paying for digital products online 
(cf. the analysis of respondents’ comments, section 6.6.2). Furthermore, file sharers 
of the type that Eriksson et al. (2006) refer to as “computer enthusiasts”, are 
unlikely to be willing to pay. A comment from a respondent may illustrate this: 

                                                          
33 The Pirate Party “wants to fundamentally reform copyright law”. Furthermore, they think that 
“All non-commercial copying and use should be completely free. File sharing and p2p networking 
should be encouraged rather than criminalized. Culture and knowledge are good things, that in-
crease in value the more they are shared.” (http://www.piratpartiet.se) 

http://www.piratpartiet.se
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The only way to stop pirate downloading is to make it as difficult as possible for ordi-
nary people to download music, film, etc., because there’s no way of stopping us ex-
perts in this area. Before Napster and other file-sharing programs, we were sitting on 
closed ftp servers, mIRC, and so on. (Male, 34) 

Regardless of which of the two segments is targeted, the most important benefits 
definitely must be delivered. That is, the service must have the Fundamental Func-
tions discussed earlier, in the form of being easy to search, having a broad selection, and 
offering music files of stable and guaranteed sound quality. Furthermore, meeting 
the desired level of Flexibility in Use is likely to require a discontinuation of DRM 
restrictions on files. While additional features and customization services are not 
critical to attract these consumers, such functions may, as suggested earlier, still add 
value to the experienced digital music users. In fact, the Risk Conscious segment, 
which overall has the highest levels of desired benefits, rates the Features benefit 
close to 5. Finally, as both of these segments quite strongly agree (close to 6 on a 
7–point scale) that the current prices of downloadable files are too high, turning 
prospective customers into patrons to any large extent probably will necessitate a 
significant price cut. 

 7.2.3  Users of File-Sharing Networks and Online Music Services 

While the Heavy Users segment, as mentioned, comprises the largest ratio of users 
of file-sharing networks and online music services, these users to some extent are 
found in all of the identified segments. Considering the small share of digital music 
of total music sales, and the relatively recent introduction of online music services 
in Sweden, the users of such services can be considered as early adopters and are 
likely to be regarded as primary target customers (Kangis & Rankin, 1996). Nota-
bly, retention of current users and those who at least have tried the services is an 
important strategy, as companies may increase profits by 25–85 percent by retain-
ing 5 percent more of their customers (Reichheld & Sasser Jr., 1990).  

Furthermore, P2P network users apparently appreciate the digital format and are 
used to obtaining their music from the Internet. The recording industry (cf. IFPI, 
2005c; Walsh, et al., 2003), as well as previous studies (cf. Dufft, et al., 2005; Eas-
ley, 2005; Peitz & Waelbroeck, 2006), also point to file sharers as a target group for 
online music services. In addition, the model tests indicated that the groups in 
which increasing perceptions of customer value are most likely to result in increas-
ing intention to use include women, P2P users, and online music service users. For 
these reasons, results concerning P2P and online music service users are combined 
and summarized in this section to provide a more comprehensive picture of the 
studied characteristics of these focal consumers. Tables of correlations between 
P2P/online music service use and other characteristics of consumers are provided 
in Appendix L.
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Across the total sample, 51 percent said they downloaded music from P2P net-
works, and almost a quarter of these users were frequent downloaders (i.e. weekly 
or more often). Fewer than half as many, 23 percent, downloaded from commer-
cial online music services, and of these, most were infrequent users (60 percent 
chose the “lowest” alternative, i.e. less often than once per month). Due to over-
laps between these user groups, a total of 58 percent could be classified as users of 
P2P networks and/or commercial online music services.

Looking at the characteristics of users of file-sharing networks in this study, they 
are significantly younger than non-users. The correlation between age and P2P 
network use was -.34 (cf. Appendix L) and the mean age of users and non-users 
were 36 and 44 years, respectively (sample mean=40). Though there is no signifi-
cant correlation between gender and P2P use in the total sample, a bivariate corre-
lation in the 16–34 age group resulted in a significant correlation of -.25. As men 
were coded as 0, these results confirm findings from previous studies in which fre-
quency of file sharing is higher among young men (Findahl & Selg, 2005; Jones & 
Lenhart, 2004). A significant Chi-square test34 also showed that students were 
overrepresented among file-sharing users, which corresponds to Findahl and Selg’s 
(2005) study. 73 percent of the students were downloading music from P2P net-
works compared to 49 percent of the employed and 41 percent of the business 
owners. (As there were few respondents in the other three occupation categories, 
i.e. “pensioner”, “unemployed”, and “other”, these are not reported.) Moreover, 
42 percent of the students who used file-sharing networks did so frequently, i.e. 
weekly or more often. However, the differences between occupation categories 
within the 16–34 age group were non-significant, which indicates that P2P use is 
connected primarily to age and the fact that students generally are younger than 
employees, rather than being tied to the occupation itself35. There was no signifi-
cant correlation between P2P use and education level. 

Considering the desired benefits of online music services discussed in sections 7.1.1 
and 7.1.2, the frequency of downloading from P2P networks is positively associ-
ated with all of the desired benefits except Intangibles, which indicates that file shar-
ers are not more concerned about brand and reputation than others. However, the 
correlations with sound quality and Payment methods were so low that they are negli-
gible. The finding that easy search, broad selection, and Flexibility in use are more im-
portant for file sharers likely is due to the fact that these functional benefits are well 
provided at P2P services (cf. Jordan & Bolton, 2004; Krueger, et al., 2003) The 
positive correlation with the Features perhaps could be connected to the lower age 
of file sharers (cf. Appendix K). Both types of risk, Privacy and Performance, were 
negatively correlated with P2P use (-.22 and -.18), indicating that file sharers see 
                                                          
34 Pearson Chi-square 68.94 at 20 df and p<.001
35 Pearson Chi-square in a cross-tabulation of Age (categories) x Occupation was 504.47 at 25 df 
and p<.001. Only 7 percent of the students in the sample were older than 34 years. 
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less reason to worry about potential risks of using online music services. This 
probably is because of their experience of using P2P networks, in which at least 
performance problems are quite common (cf. Bakker, 2005). 

Further, frequency of downloading from file-sharing networks in this study is asso-
ciated rather strongly with the frequency of using digital music files in different 
ways (cf. Appendix L). Frequency of using P2P services is also correlated with mu-
sic involvement and knowledge (cf. Appendix L), which perhaps is to be expected, 
considering the characteristics of the Heavy Users segment. Quite naturally, 
agreement with that file sharing has a mostly positive effect on artists and that digi-
tal music should be free increases with P2P use (cf. Appendix L), as does the 
strength of agreement that the price of a downloadable song is too high (.27) (cf. 
Appendix K). As could be seen in the model tests, P2P use moderated the relation-
ships between the view of digital music as free and customer value and intention to 
use such that these paths became significantly more strongly negative. Still, as men-
tioned earlier, P2P network use and online music service use is positively corre-
lated, indicating that P2P users also use commercial services to a larger extent than 
average. At the same time, P2P use is negatively associated with customer value (-
.28) and WTP for a single download (-.16) but non-significantly correlated with 
the intention to use a pay-per-download service (cf. Appendix L).  

This suggests that file sharing primarily affects price and value perceptions, while 
the experience and habit of using digital music likely contributes to this group hav-
ing future intentions to use pay-per-download services that is no lower than 
among non-users of P2P networks. The mean values of Intention to Use confirm 
this, as P2P users (n=447) express a similar, and even slightly higher, likelihood to 
use a pay-per-download service than non-users (n=418): mean=3.44 vs. 3.25. 
Their willingness to pay is, as the correlations suggest, slightly lower (1.85 vs. 2.07 
for non-users). However, running the same correlations within the P2P user group 
only (i.e. excluding all non-users), reveals that more frequent users are significantly 
less likely to intend to use a pay-per-download service (Pearson correlation -.23 at 
p<.001). The same pattern is shown for willingness to pay, for which the negative 
correlation with P2P use is stronger within the user group than in the total sample 
(Pearson correlation -.22 at p<.001, compared to -.16 in the total sample). More-
over, the correlation between frequency of P2P use and online music service use, 
which was .20 in the total sample, is non-significant within the P2P user group. 
Hence, as suggested in the discussion about the Heavy User segment, it appears 
that the most frequent users of file-sharing networks are unlikely to be willing to 
pay for online music.
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Users of commercial online music services (OMS) also are somewhat younger than 
non-users. The correlation between age and OMS use is -.18 (cf. Appendix L), 
and the mean age of users and non-users were 37 and 41 years, respectively (sam-
ple mean=40). Within the group of users, the correlation with age is stronger (-
.24), which suggests that the more frequent users of online music services are 
younger. Women are somewhat more likely than men to use online music services 
(correlation .11), but this seems to be primarily connected to the lower mean age 
of women in the sample as the correlation between gender and OMS use is non-
significant within the 16–34 age group. Similar to P2P use, students are more 
likely to use online music services than other occupation groups36: 37 percent were 
classified as users, compared to 22.5 percent of the employees and 19.5 of the busi-
ness owners. However, just as for P2P users, the differences between occupation 
categories within the 16–34 age group were non-significant, which also indicates 
that the use of online music services is connected mostly to students’ lower ages. 
There was no significant correlation between OMS use and the level of education. 

As shown previously, the frequency of using online music services was not related 
significantly to any of the benefits or sacrifices (cf. Appendix K), which might be 
explained at least partially by the overall relatively low frequency of using commer-
cial services. Online music service use, however, is associated with the frequency 
of using digital music files in different ways, although at a lower level than for the 
P2P users (cf. Appendix L). Frequency of using online music services also is slightly 
positively correlated with music involvement (.11), but not with knowledge. Con-
trary to what could be expected, frequency of OMS use is not related to the level 
of customer value. Neither is it correlated significantly with any of the two attitu-
dinal file-sharing constructs, which perhaps is because the majority use P2P net-
works in addition to commercial services; i.e. there likely is a mixture of positive 
and more negative attitudes to file sharing among these users. In the model test, 
the file-sharing variables explained only 5 percent of the variance in customer 
value among these users, which also indicates that views differ within this sub-
group.

The frequency of using online music services, as expected, is associated with inten-
tion to use a pay-per-download service (.22), while the correlation with willing-
ness to pay is positive but merely trivial. Hence, current users of online music ser-
vices, of which most are merely occasional users, have higher intentions to (con-
tinued) use than others, while their willingness to pay, which likely should be 
viewed as an expression of what price they think is fair, is not much higher than in 
the other groups. This is confirmed by the mean values, as the intention to use a 
pay-per-download service is 4.27 in the user group (n=204) and 3.06 (n=665) in 
the non-user group; i.e. a difference of 1.21 scale points (on a 7-point scale). For 

                                                          
36 Pearson Chi-square 40.30 at 20 df and p<.01
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willingness to pay, the difference is smaller: 2.15 in the user group vs. 1.89 in the 
non-user group; i.e. a difference of 0.26 scale points (on a 6-point scale).  

However, within the user group, there is no pattern between increased use and 
intention to use/willingness to pay, as both of these correlations are very small and 
non-significant. This implies that those who are currently more frequent users of 
online music services are not more likely to continue to use, nor have a higher 
willingness to pay (or perception of a “fair” price), than the less frequent users. 
Recalling that 60 percent of the online music service users chose the least frequent 
use alternative, it is possible that this lack of correlation within the user group is 
due to the dominance of infrequent users.

To sum up, this chapter has discussed the results of the several types of analyses in 
relation to the two research questions and the conceptual framework. Customer 
value in terms of benefits and sacrifices has been discussed, followed by descriptions 
of the potential outcomes of customer value and an overview of the segments and 
potential target groups identified in this study. Next, the overall conclusions to be 
drawn from the analyses and discussion are presented in Chapter Eight, along with 
contributions to theory and practice, as well as some limitations of the study and 
suggestions for future research.
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Chapter Eight 
Conclusions and Contributions 

In this final chapter, the research questions that were formulated in Chapter Four are an-
swered by drawing conclusions based on the analyses and discussion presented in the previous 
chapters. Thereby, the stated research purpose, which is to explore and describe customer 
value and target groups within the online music market, is fulfilled. The first section 
below discusses some general considerations regarding the research area and sample. Then, 
conclusions pertaining to the two research questions are presented, with the aim to provide 
answers to (1) How can customer value of online music services be characterized? and 
(2) How can potential target groups within the online music market be character-
ized? These conclusions are followed by a description of the study’s contributions to theory 
and practice. The last two sections include some limitations of the study and a number of 
suggestions for future research.  

 8.1 CONCLUSIONS

vidently, the online music market is “highly fluid, and incredibly suscepti-
ble to change” (Resnikoff, 2007d). Though the fast pace of change makes 
this market an intriguing area of research, it also makes any research project 

quite complicated. For example, after the data had been collected and analyzed, 
some relevant articles and reports have been published (e.g. The 2007 Digital Music 
Survey, 2007; Cryan, 2007; Findahl, 2007; Kunze & Mai, 2007; Renfors, 2007). 
Because of the time frame, these studies could not be taken into account in the 
literature review and data analysis. Overall, however, findings from these reports 
and articles do not contradict those of this thesis. The conclusions that could be 
drawn about consumers’ perceptions of value, how likely they are to use commer-
cial online music services, and their willingness to pay, are presented in the follow-
ing section. 

 8.1.1  How Can Customer Value of Online Music Services Be 
Characterized?

First, judging from the responses to the single-item measure of customer value 
used in the model test in this study, as well as many of the comments from survey 
respondents and consumers in the pilot study, the value of downloadable music 
from commercial services was perceived on average as rather low. Moreover, the 
perceived fairness of file sharing, in terms of thinking that file sharing is mostly 
positive for artists and that digital music is something that in fact should be free, 
influenced the perceived value negatively. This influence was particularly strong 
among younger consumers, P2P users, and those with strong music interest. How-
ever, the value concept was evaluated further in a multidimensional way, as com-
prised of desired benefits and expected sacrifices, which are summarized here.

E
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Among the desired benefits, the most essential are fundamental functions, including 
offering a broad selection, stable and guaranteed sound quality, and easy search 
functions. Almost equally important is flexibility in use, which involves transferabil-
ity, compatibility, possibility to duplicate files, and opportunity to sample. More 
intangible characteristics of online music services, such as brand and reputation, as 
well as ensured artist payment, were rated almost as highly as flexibility in use. Dif-
ferent payment methods, such as being able to pay via the regular phone/mobile bill 
or via SMS, appear to be somewhat less important. Finally, the least desired benefit 
was extra features, which involves things such as community, recommendation fea-
tures, and different play list functions. Overall, consumers’ music interest (in terms 
of involvement and subjective knowledge), frequency of using digital music files, 
and frequency of downloading from file-sharing networks tend to increase the 
level of desired fundamental functions, flexibility in use, and extra features. The 
importance of brand and reputation increases with music interest, while the level 
of payment methods is not connected to particular individual characteristics.  

Concerning the expected sacrifices, the perception of current prices of song downloads 
as too high clearly is the main sacrifice, with a majority of respondents indicating 
that prices are too high. Quite logically, the use of, and attitudes about, file-sharing 
networks is connected to an increasing perception of the price as too high. Music 
interest and frequency of using digital music files have a similar influence on price 
perceptions. As for the sacrifices in terms of risk, expectations of privacy risk are 
rather high; in particular, worrying about using credit cards online was quite com-
mon. Consumers seem comparably less concerned about different types of perform-
ance risks; that is, expectations about the file or service having flaws, being compli-
cated to use, or causing problems. The highest level of perceived risk is connected 
to not being able to recover purchased songs in case of, e.g., one’s portable player 
malfunctions. It also could be noted that perceptions of the risk of getting the 
computer infected with viruses and spyware is surprisingly high, though this worry 
does not seem completely unwarranted as services generally have disclaimers 
against liability for such infections. Both types of risk perceptions decrease with in-
creasing levels of education, subjective music knowledge, frequency of download-
ing and using digital music files (i.e. downloading from P2P networks and using 
digital music files in the computer and portable player), Internet use, and experi-
ence of online purchasing. In addition, the level of privacy risk increases slightly 
with age, and women tend to perceive higher levels of risk than men. 

Based on the different analyses of quantitative data, and respondents’ comments, 
the following conclusions can be drawn regarding the elements of customer value
and the influence of individual characteristics: 
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The most essential characteristics of an online music service are, as expected, 
fundamental functions in terms of providing a broad selection, easy search 
functions, and guaranteed and stable sound quality of the music files.  
Flexibility in use also is critical. Hence, DRM restrictions, as well as the in-
compatibility between different formats and devices, decrease value of online 
music by making it difficult for consumers to use the product freely. One re-
spondent made the following comment: 

I will never pay for a song that is damaged by DRM or restricted in any other way. I 
would consider paying more for songs if I was able to download them several times, 
e.g., if the computer crashes, then I wouldn’t need to store backups myself. (Male, 26) 

Most of the services currently are offering the possibility to re-download pur-
chased files, at least to some extent (cf. Appendix D), which could decrease 
perceived performance risk. However, the restrictions in transferability, com-
patibility, and duplication still limit the perceived value of online music. 
Having a trusted brand and a good reputation is important, which likely gives 
well-known brands such as CDON and Apple’s iTunes (the two largest ser-
vices in Sweden) an advantage in relation to new entrants. As privacy risk, in 
terms of using credit card online or submitting personal information, is per-
ceived as rather high on average, brand trust may decrease such concerns. 
Offering alternative payment methods (i.e. other than credit card) also could 
decrease privacy risk and may be beneficial in attracting younger consumers. 
IFPI (2007a) notes in its annual Digital Music Report that in the case of digital 
music delivered to mobile phones, it “benefits from the fact that mobile music 
services have payments integrated with consumers’ mobile bills. This helps par-
ticularly among the younger demographic, where credit card ownership is lim-
ited” (p. 10). Currently, several of the online music services in Sweden offer 
payment via SMS or Internet bank (cf. Appendix D), but this adds extra costs 
to the purchase price, which already is perceived as too high by a majority of 
the respondents.
Artist remuneration seems to be an important issue. Many consumers want be 
sure that the artist gets a fair share of the purchase price, rather than seeing 
most of the money go to record companies. However, with the current reve-
nue distribution of song downloads, record companies’ share of revenues ap-
pears to be larger for downloads than for CDs, while artists and songwriters re-
ceive roughly the same share of the revenue for both formats (cf. Appendix A). 
While extra features, such as recommendation functions or community, are not 
rated as highly as the other benefits, they may still add value, in particular to 
the more experienced users of digital music and to those who generally are 
more interested in music. However, adding extra features may not be worth-
while if the fundamental functions and flexibility are not in place. Features that 
are not driven by customer needs may result in consumers paying a higher 
price for these “extras”, which means that the perceived value really does not 
change (Ravald & Grönroos, 1996). 
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Higher levels of desired benefits are connected overall to stronger music inter-
est (in terms of involvement and subjective knowledge), higher frequency of 
using digital music files, and higher frequency of downloading from file-sharing 
networks.
The availability and experience of free digital music from file sharing networks 
influence price perceptions, as the attitude about, and use of, P2P networks in-
crease the extent to which the price of downloads are perceived as too high. 
Music interest and frequency of using digital music files have a similar influence 
on price perceptions, possibly because greater experience and knowledge about 
digital music makes consumers more critical and demanding, but also because 
these characteristics are correlated with file sharing. 
Perceptions of privacy and performance risk decrease with increasing levels of 
subjective music knowledge, frequency of downloading from P2P networks, 
and frequency of using digital music files. Moreover, as suggested by previous 
studies, risk perceptions also decrease with higher education, frequency of 
Internet use, and experience of online purchasing (cf. Bhatnagar & Ghose, 
2004b; Forsythe & Shi, 2003; Garbarino & Strahilevitz, 2004). Slightly higher 
levels of privacy risk are connected to increasing age, and women tend to per-
ceive higher levels of privacy and performance risk than men. 
The frequency of using online music services did not influence the levels of 
benefits or sacrifices, which might be explained by the sample’s relatively low 
frequency of using commercial services. In contrast, frequency of downloading 
from file-sharing networks increased the desired level of three of the benefits, 
as well as perceptions of monetary sacrifice. It also decreased the levels of ex-
pected risks. Generally, P2P users seem to be more experienced digital music 
users, and therefore may be more demanding about which benefits should be 
offered, while they also see less reason to worry about privacy and performance 
risks.

To sum up the conclusions regarding customer value, it can be asserted that per-
ceptions of value can be enhanced either by decreasing the sacrifice or by increas-
ing the benefits for the customer (Ravald & Grönroos, 1996; Zeithaml, 1988). The 
reasons for the popularity of file-sharing networks, such as broad selection and 
flexibility in use, seem to increase the desire for these benefits in commercial ser-
vices. Making the service easy to use and search, offering as big a catalogue as pos-
sible, providing good sound quality, stable performance of the service and the mu-
sic files, lower prices, decreased privacy risk, and allowing unrestricted (personal) 
use of purchased music files, would increase overall customer value and will likely 
be necessary to compete successfully with file-sharing networks. The following 
comment from a respondent illustrates several of the issues mentioned: 
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I definitely think that artists should get paid for the music they create, but from what 
I’ve seen so far, the services that are available for single-fee downloading are far too 
poor. The selection is not sufficient for my needs, the price is far too high, and I am 
hesitant about whether the artist actually gets anything at all from the money that’s 
paid [to the service]. Further, the existing services seem to be locked to the brand of the 
MP3 players (iPod for example) and that’s not good either. As long as the supply is 
larger and the possibilities better for me to obtain the music for free, I will – sad but 
true – keep on downloading music “illegally”. However, I am one of the people who 
prefer to have the music in “physical” format. I download music to listen if there’s 
something I like; if I do, I will also buy the CD. (Female, 25) 

As the comment above indicates, consumers’ intentions to use online music ser-
vices may be influenced by several things besides perceptions of customer value. 
The results of model tests and other analyses point to the following conclusions 
concerning intentions to use a pay-per-download service: 

Only 25 percent of the respondents indicated that they were very unlikely to 
use a pay-per-download service within the next year, while 31 percent indi-
cated high or very high usage intentions. Since only 23 percent of the sample 
was classified as current users, these results suggest that many of the non-users 
likely are prospective customers. Usage intentions were at the same level for al-
bum downloads as for single downloads, which is positive, considering the fear 
about the album as a work of art being threatened by the online unbundling. 
P2P users in general do not have lower intentions to use a pay-per-download 
service than P2P non-users, but such usage intentions decline among more fre-
quent file-sharing network users. 
Current users of online music services also are more likely to use such services 
within the next year. However, the results suggest that there is no difference 
between frequent and less frequent users in terms of continued usage inten-
tions.
In contrast to previous research, customer value of a song download was only 
weakly, and in most subgroups non-significantly, correlated with intention to 
use a pay-per-download service. This could be explained in two different ways. 
First, some consumers may perceive a downloadable music file to be a fairly 
good buy at the current price, while still preferring other ways to acquire their 
music (e.g., buy CDs, download music from file-sharing networks, or get it 
from friends). Second, some consumers may regard pay-per-download services 
as the best alternative to acquire single songs and therefore intend to use them, 
even though they view the price and non-monetary sacrifices as too high in re-
lation to the benefits for the download to be considered a “good buy”. 
The highest association between value and usage intention was found among 
current users of online music services, followed by women, and P2P users. 
This indicates that those with current experience of downloading music from 
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the Internet are more likely to use, or continue to use, commercial online mu-
sic services if perceptions of value are increased. 
The perceived fairness of file sharing contributes more to explaining usage in-
tentions among P2P users, while customer value contributes to the explanation 
of usage intentions for those who already use online music services. 
Contrary to expectations, intention to use was somewhat positively influenced 
by the extent to which consumers perceived that file sharing has a mostly posi-
tive effect on artists. This implies that there is no obvious contradiction be-
tween thinking that file sharing can have positive consequences for artists, and 
considering use of commercial online music services. On the other hand, the 
perceived fairness of file sharing in terms of viewing digital music as something 
that really should be free had a rather strongly negative influence on usage in-
tentions. This was particularly pronounced among P2P users and those who 
were very interested in music (i.e. highly involved and knowledgeable). 

In all tested subgroups, the intention to use was positively associated with consum-
ers’ willingness to pay (WTP) for online music. This is the maximum price a buyer 
is willing to pay for a given quantity of a specific product. However, results sug-
gested that the prices stated by respondents might more realistically be interpreted 
as the price they thought would be fair. The analyses and discussion lead to the 
following conclusions concerning the willingness to pay for downloadable music 
and the influence of individual characteristics: 

Average WTP converged around 5 SEK (about 80 cents) per song – somewhat 
higher for current hit songs – and 50 SEK/album (about $8); that is, about half 
of the current average price for single tracks and downloadable albums (cf. Ap-
pendix D). Taking into account that extra fees often are charged depending on 
payment method (e.g., credit/debit card, Internet bank, or SMS), the average 
WTP expressed in this study is only about one-third of the total purchase price 
per song at some of the services. 
Clearly, consumers evaluate these intangible products lower than tangible. 
They may compare the price of a downloadable track or album with CD 
prices, and find that it is too high in relation to expectations that pricing of 
online music should reflect the lower costs associated with Internet distribution 
(cf. Fox, 2004; Marathe, 2001). This is, at least for some consumers, in contrast 
to Monroe (2003), who stated that customers “buy on the basis of perceived 
value, not what it costs the seller to produce and have the product available for 
sale” (p. 250). 
Still, as the willingness to pay is somewhat higher for current hit songs, and 
lower for unfamiliar artists, it might be possible to use value-based pricing. 
With such strategies, prices are based on customer value as indicated by will-
ingness to pay (cf. Bradford, et al., 2001; Inoue, et al., 2001). This could in-
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clude, e.g., intertemporal price discrimination, versioning, windowing, or bun-
dling.
The model results point to a quite strong relationship between customer value 
(a song download as a “good buy”) and WTP, which suggests that willingness 
to pay would be higher if the perceived value was higher. Therefore, providing 
better value in terms of the proposed benefits combined with lower risk likely 
would increase consumers’ overall willingness to pay. The correlation was 
strongest among users of online music services. This implies that an increase in 
perceived value would lead to a larger increase in willingness to pay among us-
ers than among non-users.
Prices of back catalogue CDs (i.e. “older” music) usually are considerably 
lower than for recent ones, which sometimes means that albums are more ex-
pensive as digital downloads than in physical format. As consumers expect the 
price of a digital download to be significantly lower, this circumstance is likely 
to further decrease customer value, and subsequently the willingness to pay, 
due to perceptions of the price as unfair (cf. Monroe, 2003; Smith & Nagle, 
2002).
As indicated earlier, there was a fairly strong relationship between intention to 
use and willingness to pay, which suggests that those who are more likely to 
use a pay-per-download service also have a higher level of what constitutes a 
“fair price” of a download. However, this association was considerably lower 
in the two subgroups that included only respondents who already were using 
some form of digital music service; i.e. online music service users and P2P us-
ers. It thus seems that the other variables in the model, such as the view that 
digital music should be free, contribute to decrease the strength of this correla-
tion.
Downloading from file-sharing networks decreases the willingness to pay for 
song downloads. In particular, more frequent P2P use is associated with a 
lower WTP. Combined with the decreasing intention to use a pay-per-
download service that is connected to higher file-sharing use, it seems rather 
difficult to convince frequent file sharers to use commercial services. 
Using online music services is connected to only a slightly higher WTP, which 
again suggests that the willingness to pay should be seen as a perception of what 
constitutes a “fair price”. 
Music interest, in terms of involvement and subjective knowledge, had a nega-
tive moderating influence on the relationship between customer value and 
willingness to pay. That is, an increase in customer value is not associated with 
an increase in willingness to pay to the same degree among more music-
interested consumers as among the less interested. This might be explained by 
the influence of the file-sharing variables, which have significantly more 
strongly negative associations with customer value and WTP in the high in-
volvement and high knowledge groups.
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The focus of this study has been on pay-per-download services, which so far is the 
totally dominant type of online music service, accounting for 86 percent of online 
music sales globally in 2005 (IFPI, 2006a). In addition to the above conclusions 
relating to pay-per-download services, some results concerning consumers’ interest 
in other types of services also have been found: 

The intentions to use a subscription service, which offers access to a broad selec-
tion of streaming music but no possibilities to permanently download and store 
files, were much lower than for pay-per-download services. Half of the respon-
dents said they were very unlikely to use such a service within the next year, 
while only 11 percent indicated a high or very high intention to use. The will-
ingness to pay for a subscription service that would include access to streaming 
music and portable downloads (i.e. the possibility to transfer files to a portable 
player and listened to as long as the subscription is active) was around 50–55 
SEK/month (after excluding those who would not be willing to pay anything). 
This is considerably lower than the current monthly fee of 89 SEK at the two 
available streaming subscription services, which do not have portable downloads 
(cf. Appendix D). Moreover, 42 percent of respondents would not be willing to 
pay anything at all for such a service. Some respondents suggested something in 
between: a subscription service with an added option of buying permanent 
downloads at an extra, small fee. It can be concluded from these results and 
from some of the respondents’ comments that it is important for many consum-
ers to have a sense of ownership, rather than to rent their music. In addition, 
many still are unfamiliar with this type of service. 
Another type of service that most consumers are not familiar with is the “broad-
casting” model (cf. Fox, 2004). Such services, which give the user free access to 
advertising-sponsored downloads, did not seem particularly interesting to most 
respondents, and one-third said they were very unlikely to use such a service. 
Possibly, the idea of listening to advertising in connection with each download 
simply is not attractive enough, especially considering that the service in ques-
tion would not offer as broad a selection as fee-based services. Consumers also 
may perceive such a service as intrusive, since it involves targeted advertising 
that is built on user information. Another possible reason is that no such service 
was available in Sweden at the time of the survey, which could make it difficult 
for respondents to imagine what it would be like to use. P2P users, however, 
were somewhat more likely to intend to use this type of service. 
The option of paying a single fee for a downloadable track from an artist’s web 
site had the highest average intention to use among the different types of ser-
vices. Almost half of the respondents indicated a high or very high likelihood of 
using a direct-from-artist service. This can be related to the previously men-
tioned issue about artist remuneration, and the feelings that one would like to 
see the artist getting a fair share of the purchase price. 
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8.1.2  How Can Potential Target Groups within the Online Music 
   Market Be Characterized? 

Based on desired benefits and expected risk, this study identified three segments of 
music consumers: the Risk Conscious, the Heavy Users, and the Reluctant. The latter 
group was considered to be the least attractive to target, due to its comparably 
lower interest in, and willingness to pay for, digital music, and its lower intention 
to use online music services. This also was the smallest segment. The other two 
segments, however, could be considered as potential target groups for online music 
services. Therefore, findings and conclusions regarding these two segments are 
summarized here.  

The Risk Conscious segment is the largest of the three clusters, comprising 42 per-
cent of the sample. Members of this segment generally want a high level of benefits 
but also expect a high level of risk; in particular, privacy risk. This might be ex-
plained partly by their relatively lower level of education and higher ratio of 
women, as education decreases risk perceptions while women tend to perceive 
higher levels of risk. These consumers are fairly interested in music and appear to 
have quite positive attitudes to file sharing. Almost half (46 percent) use file-sharing 
networks to some extent and 22 percent use online music services. Their intention 
to use online music services and willingness to pay for online music is slightly 
above the sample’s average, while their use of devices for digital music and differ-
ent ways of obtaining music files is at a level in between the other two clusters. 

If the desired benefits and attributes can be delivered and risk perceptions can be 
mitigated, those in the Risk Conscious segment can be targeted, as they are quite 
interested in music and have almost the same intentions to use and willingness to 
pay as the Heavy Users. The fact that there are more women in this segment might 
be seen as an advantage; partly because heavy file sharing is connected more to 
men than to women, and partly because the link between value and intention to 
use was significant in the female subsample. Hence, as concluded earlier, if better 
customer value can be offered to this segment, it likely would result in higher us-
age intentions. 

The Heavy Users segment is the second largest cluster, comprising 35.5 percent of 
the sample. While these consumers on average desire an almost equally high level 
of benefits as the Risk Conscious, in particular in terms of flexibility in use, they 
are not concerned about risks. This is a predominantly male segment, with a large 
ratio of 25-44-year-olds and a high education level. The Heavy Users include the 
largest ratio of downloaders from file-sharing networks (68 percent, of which more 
than half are rather frequent users), which likely contributes to the very high level 
of desired flexibility in use, as well as the lower risk perceptions. They also tend to 
download from online music services more than the other segments (28 percent 
are at least occasional users), as well as artists’ web sites (31 percent). This group has 
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the highest levels of music involvement and knowledge, as well as a very high fre-
quency of using the computer and other devices for music listening. Also, they are 
the most frequent Internet users: 93 percent use the Internet daily, most of them 
several times per day. This segment is the most likely to think that file sharing is 
mostly positive for artists, but despite their frequent P2P use, these consumers have 
the lowest level of agreement with the view of digital music as free. Even though 
they are the most critical toward the current prices and value, the Heavy Users
show the highest intention to use pay-per-download services and buying from 
artists’ web sites. Both are above the sample’s average, though the differences in 
mean values are not significant from the Risk Conscious. 

If the desired benefits and attributes can be delivered, most critically in the form of 
flexibility, the Heavy Users segment can be targeted. As users of online music ser-
vices and/or P2P networks are more likely to intend to use pay-per-download 
services if customer value is increased, this segment has the advantage of compris-
ing the largest ratio of these two (partly overlapping) groups. On the other hand, a 
disadvantage of this segment is that it most probably will be difficult to convince 
the heaviest users of file-sharing networks to pay for online music. The Heavy Users
are the least accepting of the current prices, which probably is connected to the 
frequency of file sharing within this group and the high level of desired benefits 
that currently is not satisfied. However, if the most frequent file sharers are disre-
garded, this segment seems attractive due to its members’ experience with the 
Internet and digital music, their strong music interest, and low concerns about risk. 
The low average level of agreement with the view of digital music as free also sug-
gests that heavy P2P users with ideological stances about file sharing do not make 
up a large share of the segment. Moreover, the Heavy Users show the highest 
agreement with that file sharing has mostly positive effects on artists, which can be 
considered as positive since this variable was positively related to usage intentions 
of pay-per-download services. Finally, the large group of 35-44-year-olds and the 
high education level suggest that this segment might also have higher disposable 
income.

In addition to the above segments, which were the results of a clustering of the 
total sample, some characteristics of P2P network users and online music service 
users have been discussed. As could be seen above, both segments, but the Heavy
Users in particular, included quite large shares of consumers using either, or both, 
of these ways to acquire digital music. Since it is considered important to retain 
users of paid-for services, as well as attract file sharers to such services (cf. Dufft, et 
al., 2005; Easley, 2005; IFPI, 2005c; Peitz & Waelbroeck, 2006; Reichheld & 
Sasser Jr., 1990; Walsh, et al., 2003), findings and conclusions regarding both user 
groups are explicated here. 
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First, as could be expected a priori, file sharing clearly was a far more common 
way than commercial online music services for obtaining digital music files among 
respondents in this study. The number of respondents indicating that they 
download music from file-sharing networks was more than twice as high as those 
reporting that they use commercial online music services. Within the respective 
user groups, the frequency of use was much higher for the file sharers than for the 
online music service users. As for demographic characteristics, P2P users are signifi-
cantly younger than non-users, and the frequency of file-sharing is higher among 
young men. Students are more likely to download from P2P networks than other 
occupation groups; however, this seems to be explained by their lower age rather 
than the occupation itself.

Furthermore, though this study has no intention to attempt to clarify the relation-
ship between file sharing and music buying, some conclusions concerning consum-
ers’ perceptions and use of file-sharing networks can be drawn. For example, use of 
P2P networks and online music services is not mutually exclusive. Rather, results 
suggest that P2P users are more likely than others to be users of commercial online 
music services, which also has been shown by Dufft et al. (2005). In addition, the 
average intention to use a pay-per-download service is about the same (even 
slightly higher) in the P2P user group as among non-users. The positive relation-
ship between the perceptions of file sharing as mostly positive for artists and inten-
tion to use a pay-per-download service also indicates that there is no contradiction 
in seeing at least some positive effects of file sharing and being positive toward us-
ing commercial services. Moreover, since the frequency of using file-sharing net-
works is associated with a stronger music interest, lower risk perceptions, and a 
higher frequency of using digital music files in different ways, many users of file 
sharing networks probably are attractive target customers for commercial online 
music services. 

On the other hand, the results also point to several challenges connected to atti-
tudes to file sharing and use of P2P networks. First, the most frequent users of file-
sharing networks appear to be considerably less inclined to use commercial ser-
vices. Some of them view copyright as outdated and explicitly think that file shar-
ing should be legal. Others may be “computer enthusiasts” who are primarily in-
terested in technology rather than the music itself (cf. Eriksson, et al., 2006). Sec-
ond, the frequency of downloading from file-sharing networks negatively influ-
ences price perceptions and willingness to pay, which suggests that the alternative 
of downloading music for free, quite logically, impacts the view of what constitutes 
a fair price. Third, though the view of digital music as something that basically 
should be free does not mean that these consumers will rely only on file-sharing 
networks to obtain digital music, this perception has a negative influence on cus-
tomer value, willingness to pay, and, in particular, intention to use. These relation-
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ships are more strongly negative among users of P2P networks than among non-
users.

As for the users of commercial online music services, they are overall somewhat 
younger than non-users, with the more frequent users of online music services 
being even younger. No correlation between gender and online music service use 
could be found, which indicates that men and women are about equally likely to 
be users. Students were more likely to use online music services than other occu-
pation groups but, also in this case, it seems related only to their age. Use of online 
music services is related only slightly to music involvement, and not at all to sub-
jective knowledge, which indicates that these users are comparatively less interested 
in music than users of file-sharing networks. 

The frequency of using online music services is not connected to higher or lower 
levels of desired benefits or expected risks, or to price or the single customer value 
variable. This probably is explained at least partly by the fact that the majority of 
the online music service users in this study were infrequent users (60 percent of the 
users indicated the least frequent alternative, less often than once per month), and 
that 70 percent of them used P2P networks in addition to commercial services.

The online music service users have higher intentions to (continued) use, but only 
slightly higher willingness to pay, which again suggests that WTP should be seen as 
an indication of perception of a “fair” price. However, those who currently are 
more frequent users of online music services are not more likely to continue to 
use, nor have a higher willingness to pay (or perception of a “fair” price), than the 
less frequent users. On the other hand, the finding that increased value is consid-
erably more likely to lead to higher intention to use among users than non-users 
points to possibilities of higher customer retention if the perceived value is en-
hanced.

 8.2 CONTRIBUTIONS TO THEORY

t is required that a dissertation for a doctoral degree makes a valuable contribu-
tion to theory (also referred to as “contribution to the body of knowledge” or 
“academic contribution”). What constitutes such a contribution is not univer-

sally defined, but Remenyi et al. (1998) suggest that “a contribution to the body of 
knowledge should include one or more of the following: extending our ability to 
understand phenomena, new ways of applying existing science or theories, reject-
ing invalid theories, providing unifying explanations for events and circumstances” 
(pp. 20–21). Hence, the main contributions to theory that result from this thesis 
are discussed here. 

I
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First, as regards measurement, involvement and knowledge have been developed 
by other authors as separate constructs (Flynn & Goldsmith, 1999; Moorthy, et al., 
1997). In this study, these concepts turned out to form two dimensions in a sec-
ond-order latent construct, which was termed Music Interest. This two-dimensional 
construct was not used directly in the structural model; instead, Music Involvement
and Music Knowledge were used separately as moderating variables. Still, this finding 
has implications for theory, as involvement and subjective knowledge together may 
represent a higher-order concept that reflects an individual’s feelings and attention 
to a particular product or product category. 

Second, though several authors have proposed that individual characteristics of 
consumers are likely to influence perceptions of customer value (e.g. Bolton & 
Drew, 1991; Cronin Jr., et al., 2000; Grewal, et al., 1998; Lai, 1995; Monroe, 
2003), this rarely has been investigated. This study incorporated several demo-
graphic, attitudinal, and behavioural characteristics of consumers as moderating 
variables in the tested model of customer value. The results indicated significant 
differences between subgroups on almost all paths in all comparisons, which sug-
gests that individual characteristics have a potentially large influence on value per-
ceptions and the relationships between value and its outcome variables.  

Third, whereas customer-perceived value in previous studies has been found to be 
strongly correlated with intentions to buy/use (e.g. Chen & Dubinsky, 2003; 
Dodds, et al., 1991; Grewal, et al., 1998; Sweeney, et al., 1997), this study showed 
non-significant correlations between these two constructs in nine of twelve tested 
subsamples. However, adding variables pertaining to attitudes to file sharing con-
tributed quite significantly to accounting for the variance in intention to use, de-
spite the fact that they were measured as single- and two-item constructs. This has 
theoretical implications to the extent that the explanatory power of a customer 
value model can be increased by including measures of attitudes that may conflict 
with companies’ product and pricing strategies, and thus affect perceptions of value 
and purchase intentions.  

Fourth, this study has included the concept of willingness to pay in a model of 
customer value. Willingness to pay has been suggested to work as an indication or 
outcome of the perceived benefits (cf. Jelassi & Enders, 2005; Monroe, 2003), 
while being decreased by perceived risk and perceptions of price unfairness ((cf. 
Monroe, 2003; Smith & Nagle, 2002). However, no study in which willingness to 
pay was empirically studied as an outcome of customer value was found in the re-
viewed literature. The results of this research suggested that the willingness to pay 
stated by respondents might be interpreted more realistically as the price they 
thought would be fair, rather than the absolute maximum amount they would be 
willing to pay. Nevertheless, the results pointed to a fairly strong relationship be-
tween value and willingness to pay, which then suggests that willingness to pay 
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would be higher if the perceived value was higher. Hence, providing better value 
in terms of delivering desired benefits combined with lower risk, likely would in-
crease consumers’ overall willingness to pay. Moreover, the correlation was strong-
est among current users of online music services, which implies that an increase in 
perceived value would lead to a larger increase in willingness to pay among users 
than among non-users. 

Fifth, reviewed previous studies in which benefit segmentation of prospective 
online music consumers has been performed (Molteni & Ordanini, 2003; Ozer, 
2001; Walsh, et al., 2003) were conducted before the breakthrough of commercial 
online music services and focused on benefits of online music at a more general 
level. They did not incorporate sacrifices in the form of risks or monetary costs as 
segmentation variables. This study clustered consumers based on desired benefits 
reflecting actual attributes of services, in combination with expected sacrifices in 
the form of privacy and performance risk. The resulting segments thus were based 
on different perceptions of elements of customer value; i.e. high desired level of 
benefits/high level of expected risk, high desired level of desired benefits/low level 
of expected risk, and medium-low level of desired benefits/medium level of ex-
pected risk. Different demographics and product use characteristics also were con-
nected with each segment, which suggests that this method of clustering renders 
meaningful segments.

Finally, this study has incorporated several different aspects of consumer character-
istics, their value perceptions, and behavioural intentions. Considering that research 
of customer value is still in its early stages (cf. Flint, et al., 2002; Jensen, 2001; 
Parasuraman & Grewal, 2000), and the academic study of online music even more 
so, this research has made a contribution to the body of knowledge by extending 
the ability to understand the current phenomena of customer value and potential 
target groups within the online music market.  
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 8.3 IMPLICATIONS FOR PRACTITIONERS

n addition to a theoretical contribution, which mainly is of interest to academ-
ics, any doctoral thesis preferably should make a contribution to practice. This 
means that it should be useful to practitioners, consumers, or policy makers in 

that it suggests changes that can have substantial benefits to either of these groups 
(Armstrong, 2003). This thesis has some implications that can be seen as sugges-
tions to practitioners, primarily online music services and technology/content pro-
viders, but also record labels. Hence, based on the empirical data, analyses, and 
conclusions of this study, a number of such implications are suggested here. 

First, continued work on improving ease of search and use appears necessary. To 
decrease customers’ perceived efforts and limit the risk of discontinued purchase or 
registration, the service should be as easy as possible to use. Overall clearer and 
better information at the services also could mitigate concerns about potential 
problems with files, i.e., decrease perceived performance risk. Moreover, effective 
search functions increase the chance that customers find what they want faster than 
they would in a P2P service. Increasing selection also is key to compete with file 
sharing, where the supply of songs is vast. However, there are problems connected 
to making older music available. Much is not yet digitized, which is a costly proc-
ess, and digital rights are often not cleared (Renfors, 2007). It has been suggested 
that governmental funding should be given for digitization of older Swedish music 
(ibid.), which, if implemented, naturally could facilitate the supply of back cata-
logue at online music services. High, stable, and guaranteed sound quality is a way 
to be better than P2P networks, where the quality of the files can shift greatly. 
Also, some consumers are quite fastidious about sound and say that they have re-
frained from using online music services because of this. 

Furthermore, online music services need to continue their efforts to convince re-
cord companies to abandon DRM, which decreases the value of online music for 
customers. DRM is viewed by many online music providers as a barrier to growth 
in the market (Johan Englund, in Jonsson, 2007; Renfors, 2007; Schön, 2007), and 
the restrictions imposed by this technology make it complicated for consumers to 
use their purchased music. It could be noted that the most common way to obtain 
digital music still seems to be by ripping CDs (cf. Chapter Six, p. 114), which re-
sults in unprotected files that have been legitimately acquired (at least if the CD is 
one’s own, cf. Appendix A about copyrights). Hence, there is no obvious reason 
why the personal use of music files that are purchased from commercial online 
music services should be restricted and complicated in a way that makes this format 
less valuable than personal copies of CDs – sometimes even at a higher price than 
the same music sold in physical format. 

I
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As long as DRM is retained, services are encouraged to show more clearly the par-
ticular terms of use for each file. This is done today on some of the services, but 
quite often, the conditions of use are not particularly easy to find and are some-
times very lengthy. Again, more clear information may decrease performance risk. 
A comment from a respondent could illustrate this:  

We download and buy from [online music service]. But one thing we were very disap-
pointed with is that when we had downloaded the song and “bought it”, it was only 
possible to copy it from the computer about 5 times. (…) (Male, 50)

Even if DRM is abolished, some incompatibility problems will remain as long as 
competing services stick to their respective formats (e.g., AAC or WMA). MP3 is 
the most well-known open format and works across different hardware and soft-
ware. Sales of MP3 files reportedly have been increasing fast (Schön, 2007; Wass, 
2007) and a highly increased availability of music in this format thus may open for 
a more widespread consumer adoption of commercial online music services. 

One of the highly rated attributes included in the Flexibility benefit was the oppor-
tunity to sample files before buying. A number of respondents also commented that 
they use P2P networks with the primary purpose to sample music before making a 
buying decision (which also has been pointed out by Eriksson et al. (2006)). 
Though practically all online music services now offer sampling of music files be-
fore purchase, this is usually in the form of 30-second streaming clips which may 
or may not be representative of the complete song. More generous test listening 
combined with the fundamental functions and flexibility suggested earlier, might 
therefore contribute to making online music services more attractive. This could 
be particularly beneficial to services selling both digital and physical formats, since 
several respondents commented that they prefer CDs but use file sharing to sample 
before buying. 

As regards more intangible attributes of online music services, artist remuneration
appears to be an important issue for many consumers. Services therefore could 
show more clearly that artists and songwriters really are compensated for each pur-
chased song. This also could have implications for artists and record labels who 
want to use the artist’s web site to distribute his or her music. 

Offering alternative payment methods could decrease privacy risk and may be benefi-
cial in attracting younger consumers, who often do not have credit cards. Several 
online music services offer payment via SMS, which can be beneficial as the music 
then is paid via the mobile phone bill. A disadvantage is that this adds extra costs to 
the purchase price, which already is perceived as too high by a majority of the re-
spondents. “Digital wallets”, which are filled in advance via Internet bank, credit 
card, bank giro account, or a prepaid card, are also offered at several services, and 
was rated somewhat higher than SMS and phone bill payment. It may, however, 
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seem complicated and time-consuming to use. Cheaper and simpler alternatives for 
payment, in collaboration with telephone companies, Internet service providers, 
and banks, therefore are encouraged. Respondents in this study suggested options 
such as paying via invoice after the purchase, or using a “music card” that can be 
charged with different values in offline shops. Though the latter is offered as an 
alternative to fill the “digital wallet” at some of the services, it is not yet available 
for direct payment at the reviewed services (at the time of writing). 

Though extra features (e.g., recommendation functions, customization) comprise 
the least important benefit, this still adds value. It is possible that such features con-
tribute to retain more experienced users, and it also may attract younger users, as 
this benefit is negatively associated with age. Moreover, this could be a way to gain 
an advantage compared to file-sharing networks, as well as for some services to 
differentiate from others. When devising these features, however, providers need 
to be mindful so that the service is not perceived as too intrusive on privacy, espe-
cially with regard to “older” users and women, as the level of privacy risk increases 
somewhat with age and for women. 

Price is a major issue and seems to be the main reason for the perceptions of low 
value. However, considering the small operating margins for most online music 
services (cf. Appendix A and Chapter One, p. 6), it appears very difficult to cut 
prices at the retail level. A reduction of wholesale prices therefore most likely is 
needed. It is not the purpose of this research to make suggestions as to where and 
how record labels should cut their prices. However, lower retail prices, at least if 
they are combined with more flexible terms of use, likely would make file sharers 
as well as other consumers more inclined to buy online music. Hence, a growing 
sales volume may compensate for lower revenues per song.  

Furthermore, record companies and online music services can benefit from “the 
Long Tail”, which suggests that as companies can make a much wider variety of 
products available online, products with low sales volume can together build a sub-
stantial market share (e.g. Brynjolfsson, Hu, & Smith, 2006; IFPI, 2007a). This is 
particularly relevant for digitized products that also are delivered electronically, 
such as online music, due to their low marginal reproduction costs (cf. Zhu & 
MacQuarrie, 2003). As Brynjolfsson et al. (2006) point out, “With the potential 
Internet market approaching a billion consumers, even if you have one-in-a-
million tastes, there are still over a thousand like-minded consumers who share 
your niche tastes” (p. 68). This appears to be confirmed by a recent Swedish gov-
ernmental report (Renfors, 2007), which states that IFPI, as well as online music 
services, say that there has been an unexpected demand for niche and older music 
as a consequence of the digital distribution. Thus, with increasing digitization of 
back catalogue and overall expanding selections at online music services, there 
should be possibilities to sustain revenues even with lowered prices. 
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As many industry observers and experts point out, it also is increasingly necessary 
for record companies and artists to use other ways than sales of recorded music, be 
it as CDs or as downloads, to create and sustain revenues (e.g. Resnikoff, 2007c; 
Stimmel, 2007; Wikström, 2006). For example, labels are diversifying to get higher 
shares of the income from licensing, publishing, merchandising, touring, and 
advertising. So-called 360-degree deals, where “a single company gets involved in 
all aspects of an artist’s career” are becoming increasingly common, with 
Madonna’s reported $120 million deal with Live Nation being a recent example 
(Brunner, 2007). Furthermore, while ad-sponsored services so far seem to have had 
a rough start, and consumers in this study overall were not very interested in using 
them, this might still be a way to attract consumers who view digital music as 
inherently free (cf. Digitalmusicnews.com, 2007a). In addition, despite the low 
interest in subscription-based models among consumers in this study, such services 
may attract more customers over time; in particular, if subscriptions with portable 
downloads, which offer better flexibility in use, are introduced in Sweden. 
Possibly, performance risks and security aspects of storing digital music may 
increase the interest in paying for access to music, rather than for a permanent copy 
for which one needs to make a back-up. 

Intertemporal price discrimination, i.e. charging higher prices for recent songs and 
chart-toppers and lowering prices as songs mature, appears to be a possible pricing 
strategy. To some extent, this already is being done at some services. In particular, 
prices of older albums need to be lower in downloadable format than in physical 
format, especially since consumers expect intangible products to be considerably 
less expensive than tangible. Some of the online music services (shown in Appen-
dix D) also sell music in physical formats, and it becomes particularly troublesome 
if customers can find a CD at a lower price than the same title in downloadable 
format at the same service.  

In addition, as part of the reason why digital music sales are failing to compensate 
for declining CD sales most likely can be found in the “cherry-picking” of indi-
vidual songs, it appears important for online music services to promote album pur-
chases. Perceived tangibility of the downloadable album also could be increased by, 
as one respondent commented, “includ[ing] the information that normally comes 
with a CD album” (Female, 54). A positive finding of the study was that usage 
intentions for album downloads were at the same level as for single downloads.

Companies might also consider using a versioning strategy, for example, by offering 
the file in different sound qualities at different prices (which is actually applied by 
Groovegate, see Appendix D). As one respondent suggested:

Discount systems for quality of audio files, that is, at a lower quality you would buy a 
song for 1.50 SEK and the highest quality around 10 SEK. (Male, 47) 
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Notably, Apple’s iTunes Plus tracks (i.e. EMI’s DRM-free files at higher sound 
quality) initially were premium-priced at $1.29, compared to the standard price of 
99 cents, but were lowered to the same price level as protected files after about 
four months (Osorio, 2007a). This might suggest that customers are not willing to 
pay more for unprotected files and/or higher sound quality. On the other hand, a 
higher quality perhaps could be offered at the prices that are standard today, with 
discounts for lower compression rates. 

Concerning the findings pertaining to the second research question, the result of 
the cluster analysis performed in this study has implications for targeting strategy.
Using benefits and sacrifices as segmentation variables appears to render usable 
segments in terms of groups with different levels of desired benefits/expected risk. 
Of the two segments suggested as potential target groups, the Heavy Users might be 
considered a primary target group, and the Risk Conscious a secondary target. To 
attract members of any of these groups successfully, the most important benefits 
must be delivered. As pointed out earlier, the service should have fundamental 
functions in the form of being easy to search and use, offering as big a catalogue as 
possible, and providing stable and guaranteed sound quality. Meeting the desired 
level of flexibility in use will require a discontinuation of DRM restrictions on 
files, as well as better compatibility between formats, software, and players. 

Additional features and customization also may add value to these experienced 
digital music users. In fact, the Risk Conscious segment, which overall has the high-
est levels of desired benefits, rate the features benefit close to 5 (of 7). To decrease 
the expected or perceived risks for the Risk Conscious, the strategies suggested ear-
lier can be used, such as increasing ease of use, improving information, and offering 
alternative methods for payment, which also was a highly rated benefit in this seg-
ment. Moreover, as a trusted brand and good reputation is more important for 
these consumers than the other segments, a well-known brand is likely to lead to 
decreased risk perceptions.  

As both the Heavy Users and the Risk Conscious agree to a very large extent that the 
current prices of downloadable files are too high, turning a great number of pro-
spective customers into patrons may necessitate a significant price cut. On the 
other hand, as better value in terms of the proposed benefits combined with lower 
risk is likely to increase overall willingness to pay, enhanced perceptions of value 
may lead to the conclusion that comparably smaller price cuts are needed. 

The results further suggest that many file sharers, except the most frequent users, 
probably could be targeted by commercial services. Although the attitudes about 
file sharing seem to directly affect price perceptions, customer value, and usage 
intentions, P2P users already use pay-per-download services to a larger extent than 
P2P non-users do. Importantly, they have the interest and experience of 
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downloading music from the Internet, they are less concerned about privacy and 
performance risks, and many are likely to be willing to pay if the perceived value 
of the service is high enough. Again, this means offering very good fundamental 
functions, freedom from DRM restrictions, interoperability (which suggests that 
MP3 would be preferred over DRM-free WMA or AAC), and a lower price than 
today. Offering extra features, such as recommendation functions and community, 
also could be beneficial, as they were somewhat more highly desired by P2P users. 
However, it can also be noted that enforcing legal actions on individual file sharers, 
i.e. people who have been pointed out as target customers by the recording indus-
try’s trade organization, appears intuitively contradictive and has been very harmful 
to the image of the entire industry (see also Huang, 2005; Moglen, 2003; Shell, 
2003). The balance between trying to uphold copyright protection and attract file-
sharing network users to paid-for services remains difficult to strike. 

As regards younger consumers (below about 25), they sometimes are seen as a less 
attractive target group as they file share more and have grown up with free 
downloading (e.g. Bakker, 2005; Lauria, 2007). In addition, consumers below 18 
do not have credit cards, and often are not even allowed to use the services 
(Renfors, 2007). This study also found that younger consumers are more fre-
quently downloading music from file-sharing networks. On the other hand, online 
music service users were also younger, in particular, the more frequent users. 
Whereas young men tend to file share more, women are as likely as men to be 
users of commercial services. In addition, the results indicate that female consumers 
are more likely to use pay-per-download services if the perceived value is in-
creased. Hence, services could consider focusing more on women than men when 
targeting younger consumers. Privacy and performance risks may then need to be 
further decreased as women are more concerned about risk than men. Moreover, 
easy search, flexibility in use, and extra features were to some extent more highly 
desired by younger respondents, which suggests that improving such benefits may 
facilitate in attracting and retaining these customers. In conclusion, younger con-
sumers still could be regarded as potential target customers for online music ser-
vices, though the focus may be in the range of 25–45-year-olds. 

Finally, why should online music providers and record companies care about the 
perceived value, if, as the model results showed, increased value is not always asso-
ciated with increased intention to use? First, the relationship between value and 
intention to use was significant among users of file-sharing networks and online 
music services (and in the female subsample, as mentioned above). This indicates 
that those with current experience of downloading music from the Internet are 
more likely to use or continue to use pay-per-download services if perceptions of 
value are increased. Furthermore, as the majority of those who said they use online 
music services were infrequent users, an important challenge is not only to attract 
more file sharers, but also to retain occasional customers by increasing the per-
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ceived value. Services could develop targeted campaigns to customers who have 
not made purchases recently, for example, by sending e-mails with offers of dis-
counted songs or bundles (e.g., download three songs but pay for two).  

Second, the Swedish online music market is still very young, and the above impli-
cations for targeting are based on a sample including many quite frequent users of 
digital music. It could be seen in some of the respondents’ comments as well as in 
the exploratory interviews that many consumers are likely to increasingly shift their 
consumption to digital music, although they may, at the time of the study, not 
have had high intentions to use online music services within a year (which was the 
premise of this question in the study instrument). Hence, as consumers in general 
get more accustomed to the notion of legitimately acquiring their music from the 
Internet, it is quite conceivable that enhanced customer value could entice those 
who prefer CDs to use online music services for complementary purchases. This 
could be either for sampling before buying complete albums or for buying single 
downloads with artists with whom they would not normally purchase albums 
anyway. This comment from a respondent can illustrate such preferences: “Can 
consider paying for separate digital songs but the albums should be ‘for real’” 
(Male, 22). Moreover, it is possible that music purchases among those who cur-
rently buy little music in general could increase with safe, easy-to-use services with 
more attractive pricing.  

8.4 LIMITATIONS OF THE STUDY

s all research, this study has some limitations, and the above conclusions 
and contributions should be considered in light of these. First, due to the 
skewed gender distribution in the Postiad database, the data analyzed in 

this study are based on a mostly male sample (79 percent). Indeed, studies suggest 
that men are predominant among file sharers in Sweden, outnumbering women 
with a ratio of about 2:1 or 3:1 (cf. Findahl & Selg, 2005; Renfors, 2007; SCB, 
2005). Research in other countries also has found higher levels of digital music 
consumption, downloading, and online purchasing among males than females (cf. 
Dufft, et al., 2005; Jones & Lenhart, 2004; Teo, 2001; Walsh, et al., 2003). Still, it 
could not be readily assumed that men are that much more likely to use commer-
cial online music services than women. When correcting for age differences, there 
was no correlation between gender and online music service use.  

This leads to the next limitation, i.e. the underrepresentation of young respondents 
(below 25). However, efforts have been made to reduce the influence of skewness 
in demographic characteristics. First, gender and age in the model tests were 
treated as moderators through the use of subgroups in which differences in sample 
size were accounted for, and correlations were run to check for patterns between 
these variables and the benefits and sacrifices. Moreover, it can be noted that most 

A
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other scholarly studies of online music have had skewed samples in some sense. In 
particular, due to non-probability sampling methods, students have made up the 
vast majority of respondents in several studies (cf. Chu & Lu, 2007; Molteni & 
Ordanini, 2003; Ozer, 2001). Hence, this research achieved a comparatively wider 
variety of respondents in terms of occupation and age.  

Besides limitations connected to the sample, there are a few issues related to meas-
urement. First, due to specification problems, single-item indicators were used for 
customer value and one of the file-sharing constructs. This might be troublesome, 
at least as regards the nature of customer value. However, though single-item con-
structs traditionally have been regarded as less reliable (cf. Churchill Jr., 1979; Pe-
ter, 1979), scholars more recently have argued that such measures may well be 
both useful and valid (cf. Bergkvist & Rossiter, 2007; Drolet & Morrison, 2001; 
Rossiter, 2002). Further, the relatively low reliability of the two file-sharing con-
structs can be seen as a limitation of the study. However, considering the explora-
tory approach, reliability still was at an acceptable level. 

Another limitation is more generally connected to the use of self-reported behav-
ioural intentions. While such measures are commonly used in both academic and 
commercial research, it also is “well known that consumers’ self-reported purchase 
intentions do not perfectly predict their future purchase behaviour” (Chandon, 
Morwitz, & Reinartz, 2005, p. 1). This study set out to investigate the attitudes 
and behaviour of prospective as well as current customers. Measures connected to 
post-purchase behaviour were therefore not feasible (cf. p. 74). While the reported 
intentions to use an online music service cannot be assumed to result in actual be-
haviour among all consumers, this measure still can point to important relationships 
among studied concepts and suggest patterns in relation to individual characteristics 
of consumers.

Finally, it should be recognized that the use of one sample for scale develop-
ment/purification and model test is a limitation in relation to the procedure put 
forth by, e.g., Churchill (1979). This can be addressed by future research, in which 
scales can be refined and tested on a new sample. A number of specific suggestions 
for research, derived from the findings and shortcomings of this study, are outlined 
in the following section.
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8.5 SUGGESTIONS FOR FUTURE RESEARCH

his study has explored and described customer value and target groups 
within the online music market, and has thereby contributed to increase 
the understanding of these issues. However, quite naturally, opportunities 

still abound for further research within the exciting area of online music. Based on 
the findings and limitations of this thesis, suggestions for future research projects 
include the following: 

First, as this study has dealt with prospective buyers, i.e. consumer perceptions, 
a natural next step would be to investigate customer value and target groups 
from the perspectives of sellers. This could be done, for example, by conduct-
ing in-depth interviews with online music providers, technology/content pro-
viders, record companies, and artists. 
It was suggested in Chapter Six that customer value could be seen as a forma-
tive construct, which is constituted – rather than reflected – by a number of 
benefits and sacrifices. Thus, specification and testing of a formative model of 
customer value of online music is suggested as a topic for research. 
DRM has emerged as one of the hottest topics in the debate about online mu-
sic, and it also was concluded that it is a main sacrifice that potentially decreases 
customer value significantly. At the same time, most of the music sold at online 
music services in Sweden still is DRM protected. Future research therefore 
could assess more specifically and in-depth the extent and effects of consumers’ 
(non)acceptance of restrictions imposed by DRM over digital music usage. 
The suggested hierarchy of benefits was based on mean values and supported 
by respondents’ comments. A rank-order or conjoint analysis may be employed 
to assess more rigorously the most critical attributes of online music services 
and the extent to which people would be willing to pay for certain attributes. 
Another suggestion in this context is to use a model from customer satisfaction 
literature, in which customer expectations have been studied based on three 
levels of product attributes: Dissatisfiers, Satisfiers, and Delighters (e.g., Ber-
man, 2005; Rust & Oliver, 2000; Schneider & Bowen, 1999).
Results of this study suggested that value-based pricing strategies for online 
music potentially could be used to a larger extent than today. Further research 
may look into the impact of different pricing strategies in terms of acceptance 
and interest among consumers. 
Consumers’ perceptions of the fairness of file sharing seem to influence their 
perceptions of value and behavioural intentions. Although useful, the measures 
used to capture perceived fairness of file sharing in this study were limited in 
terms of number of items and reliability. Therefore, development and testing of 
multiple-item scales, covering different dimensions of such perceptions, could 
be a worthwhile research direction. 

T
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For targeting strategies, additional research into young consumers’ music con-
sumption and behavioural intentions seems desirable. File sharing is more 
prevalent among younger people, and it has been suggested that this makes 
them less interesting as prospective customers of commercial services. On the 
other hand, age was also correlated negatively with use of online music services 
in this study, and ringtones to mobile phones, which is more expensive than 
downloads, are sold to a young target market.  
Furthermore, it might be considered how payment methods other than credit 
card affect intention to use among consumers below 18 (for whom it is not 
possible to pay online with credit cards). Are they, for example, more willing 
to use SMS payment due to their experience and heavy use of mobile phones? 
The correlation between age and payment methods in this study was non-
significant, but future studies may find a stronger relationship between age and 
other methods of payment. 
As regards subscription services, the Swedish market has been slow so far. This 
study also showed weak interest in general over the sample. At the same time, 
subscription services are said to involve higher margins for online music pro-
viders. From an industry perspective, it therefore seems interesting to investi-
gate which consumers are most interested in subscriptions of streaming music. 
Finally, as this study dealt with prepurchase customer value, with a sample of 
which the majority was non-users of online music services, a subsequent step in 
research could be to study a sample including users only (i.e. those who have 
purchased at least occasionally). With a user sample, constructs of satisfaction 
and repurchase/loyalty can be studied as outcomes of customer value. Ques-
tions to be addressed include who are most likely to be retained as customers 
and what are the main influences on the customer value–satisfaction–loyalty re-
lationship.
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APPENDIX A: THE RECORDING INDUSTRY

A1

Definitions 

The recording industry (record industry, sound recording industry, or phonographic industry) comprises, ac-
cording to the North American Industrial Classification System (NAICS), companies “primarily 
engaged in producing and distributing musical recordings, in publishing music, or in providing 
sound recording and related services” (Rogers & Szamosszegi, 2007, p. 17). The recording industry 
is a part of the music industry, which “encompasses all those artists, composers, individuals and or-
ganizations that are involved in the process of producing, performing, manufacturing and dissemi-
nating music for a mass audience” (Malm & Wallis, 1992, p. 5). However, in a recent article, Wil-
liamson and Cloonan (2007) propose that it is incorrect to talk about a single music industry, and 
argue that there are “people working in a range of industries centred around music” (p. 320); i.e. 
music industries. These authors also refer to official reports in which a range of music industries (or 
sectors within one music industry) have been identified, generally including recording, live music, 
publishing, and artists and composers (ibid.). In addition to these, a number of different sectors or 
companies have been pointed out as belonging to the music industry/-ies, such as artist manage-
ment, online music services, retailers (of physical music products), music media, makers and sellers 
of music hardware products (instruments and sound recording/reproduction technology), and col-
lecting organizations (Shuker, 2001; Williamson & Cloonan, 2007). 

Depending on source and focus, the recording industry can be seen as belonging to any of a num-
ber of different, more or less overarching and/or overlapping, sectors or groups of industries. How 
to classify the recording industry, and other music industries, on a higher-order level therefore is 
not a clear-cut task, especially considering the convergence between sectors such as information, 
entertainment and computing (Beale, 1998). The recording industry has been included in all of the 
following: the content, copyright, creative, culture, entertainment, experience, information, and 
media industries (cf. Entertainment and the Entertainment Industry, 1996; Garcia-Caro, 2004; Hansen-
Möllerud, 2003; KK-stiftelsen, 2003; Market Definition in the Media Sector: Economic Issues, 2002; 
Meyer & Zack, 1996; O'Connor, 1999; Shuker, 2001; Wikström, 2006).  

Overview of the Global Recording Industry

The recording industry is more than one hundred years old. It has its roots in the late nineteenth 
century, when the phonograph was invented by Thomas Edison (1877), followed by Berliner’s disc 
gramophone (1887) (Huygens, Baden-Fuller, Van Den Bosch, & Volberda, 2001). Today, the 
global market for recorded music has an estimated retail value of about $32 billion (see Appendix 
B). The world’s largest music markets are US, Japan UK, Germany, and France, which together 
make up 75 percent of global music sales, with the US alone accounting for 36 percent (IFPI, 
2007b). 

With the exception of a few brief periods of new entry and increased competition, especially during 
the 1920s and 1950s, the industry has been highly concentrated since its infancy (Alexander, 1997). 
Currently, there are four major record companies, often referred to as the “majors” or “major la-
bels”: EMI Group, Sony BMG Music Entertainment, Universal Music Group, and Warner Music 
Group. Together, they account for around 75 percent of total product sales of music globally 
(wholesale, all formats) (IFPI, 2004b; 2005b). The smaller record companies (the “independents” or 
“indies”) that make up the rest of the sales often are dependent on the majors for distribution 
(Shuker, 2001). 

EMI, Universal, and Warner have divisions for music publishing as well as recorded music 
(Wikström, 2006). While the record company Sony BMG Music Entertainment is a joint venture, 
established in 2004 between Bertelsmann (Germany) and Sony Corporation of America, the two 
publishing divisions, BMG Music Publishing and Sony/ATV Music, were not included in the 
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venture (ibid.). Since then, BMG has sold its publishing to Universal Music Group (Bertelsmann, 
2007), but Bertelsmann now is considering reinvesting in music publishing (Digitalmusicnews.com, 
2007b). Sony/ATV still is owned by Sony Corp. and Michael Jackson (Wikström, 2006). EMI has 
made several attempts to acquire Warner, and vice versa (ibid.), and in July 2007, Warner an-
nounced that it has decided “not to make an offer for EMI” (Warner, 2007). An overview of the 
major labels and their market shares is provided in Table A1 below. 

Table A1: Major Record Labels 
Record Company Parent Company Headquarters Market

Share (2004)
EMI Music Publicly traded at the London 

Stock Exchange 
London, UK 13.4%

Sony BMG Music 
Entertainment 

Bertelsmann A.G. (50%), 
Sony Corp. of America (50%) 

New York City, USA 21.5%

Universal Music 
Group 

Vivendi (France) 100% Santa Monica and New 
York City, USA 

25.5%

Warner Music  Publicly traded at the New 
York Stock Exchange 

New York City, USA 11.3%

Sources: EMI (2007a); IFPI (2005b); Sony BMG (2007); Universal (2007); Vivendi (2007); Warner 
(2007); Wikström (2006) 

Copyright and Royalties 

Copyright is a very complex area and this thesis has no intention to give a full background to this. 
Therefore, only a few brief facts, focusing on copyright as it is applied in Sweden, are provided here 
to give some initial understanding of copyright and the associated royalty systems. First, for a prod-
uct to be considered a work that can be copyrighted, “it must be the result of an author’s own per-
sonal intellectual creativity”. It also must be unique, which is “often expressed in terms of the work 
having to attain a certain level of originality” (Regeringskansliet, 2006, p. 8). For a song, the first 
owner of the copyright is the person(s) who wrote it (Frith & Marshall, 2004). The concept of rights 
holder involves those who own the right to a work, which may include authors (composers, song-
writers, and translators or arrangers), their heirs, and music publishers (STIM, 2007a). Copyright 
gives the rights holder exclusive rights to authorize or prohibit any form of reproduction (i.e. copy-
ing) and to make the work available to the public (Regeringskansliet, 2006). However, making a 
few copies of legally published work for personal use is allowed (ibid.). The main idea of the exclu-
sive rights granted by copyright is to “encourage creativity and therefore stimulate competition” 
(Widigs Ahlin & Larsen, 2001, p. 16).  

Usually, songwriters then assign or license their economic rights to third parties in the form of collec-
tion societies (Frith & Marshall, 2004). Authors and composers also have a moral right in their work, 
which in countries with civil law (e.g., Sweden) cannot be transferred to other parties (Frith & 
Marshall, 2004; Kretschmer, Klimis, & Wallis, 1999). This includes that “the name of the author 
must normally be given when a work is used, and the work cannot be changed or exploited in any 
way that is offensive to the author” (STIM, 2007). Protection under copyright law lasts until 70 
years after the author’s death. After the copyright protection has expired, the work can be used 
freely (Regeringskansliet, 2006).

In addition to the economic and moral rights of authors, there also are neighbouring rights that are 
granted to producers (i.e. usually the record company) and performers (Laing, 1996). These involve 
rights to cause the recording to be heard in public, to broadcast the recording, and to make another 
recording incorporating this recording or any part of it (Frith & Marshall, 2004). There also are 
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mechanical rights (or mechanical reproduction rights), which is the right to record the song, and synchroni-
zation rights, which is the right to combine a work with a moving picture (e.g., film or TV produc-
tion, advertising, computer games) (EMI, 2007b; Frith & Marshall, 2004; Kretschmer, et al., 1999). 
The copyright for the work of artists and musicians involved, as well as for the actual recording, 
lasts for 50 years from the date the work was recorded or performed (STIM, 2007a). 

Recording artists usually sign exclusive contracts with a record company, and then get paid based 
on royalties, which are negotiable and can vary widely (Wunsch-Vincent & Vickery, 2005). Typi-
cally, collection societies in each country handle the different types of royalty payments that come 
from assigning or licensing rights (Frith & Marshall, 2004). In Sweden, STIM handles property 
rights and NCB37 mechanical rights (Widigs Ahlin & Larsen, 2001). For neighbouring rights, 
SAMI38 distributes remunerations to artists and musicians when their music is played in public, for 
example, in radio/TV or live (SAMI, 2007). The collection societies pay mechanical and performance
remunerations/royalties to record companies, music publishers, and songwriters. Companies using 
music under synchronization license (e.g., film or TV production companies) pay master use royalties 
to the record company and synchronization fees to the music publisher. The record company pays 
mechanical royalties to the collection societies and royalties to the recording artist/musicians (EMI, 
2007b). Naturally, the recording artist and the songwriter can be the same person. Kretschmer et al. 
(1999) point out that many of the most famous artists are singer/songwriters and therefore hold 
rights to both music and performance (e.g., the Beatles, Madonna, and Prince). In addition to roy-
alties, songwriters, artists, and producers of recordings also receive some compensation for private 
copying through remuneration from levies on blank media (e.g., CD-Rs or blank cassettes) 
(Regeringskansliet, 2006). 

Revenue Distribution of Recorded Music

Generally speaking, the recording industry is regarded as a high-risk, low-return business in which 
at least 90 percent of all albums fail to make their investment back (Copeland, 2003; Forde, 2004; 
Kretschmer, et al., 1999; Philips, 2001). Concerning the different costs behind the retail price of a 
CD or download, data on this topic vary. Tables A2 and A3 on the following page summarize how 
revenues from a CD and a single download (both at retail level) are distributed, based on a few 
different sources. However, contracts and costs vary widely depending on artists, companies, and 
country. For example, major labels have large expenses for advances and marketing costs of famous 
artists (Eriksson, et al., 2006). Moreover, large retailers buy CDs at discounted prices and sometimes 
also sell CDs at a loss to attract customers (ibid.). Brynjolfsson et al. (2006) also note that while 
artists at major labels may need to sell 500,000 albums (in the US) before reaching break-even, 
niche bands on independent labels could turn a profit with 25,000 albums. The percentages shown 
in the tables should therefore be interpreted with caution, in particular as regards downloads 
(Wunsch-Vincent & Vickery, 2005). 

                                                          
37 STIM = Svenska Tonsättares Internationella Musikbyrå (Swedish Performing Rights Society); 
NCB = Nordisk Copyright Bureau (head office in Copenhagen) 
38 SAMI = Svenska Artisters och Musikers Intresseorganisation (Swedish Artists’ and Musicians’ 
Interest Organization) 
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Table A2: Revenue Distribution of a CD 
Cohen (2004), based on 
figures from Almighty 

Institute of Music Retail, 
US 

IDC (2000), US, 
cited in Wunsch-

Vincent & Vickery 
(2005)

Kretschmer et 
al. (1999), UK  

Laing
(1996),
Europe

Songwriter & 
publishera

5.1% 8% 3%  
(publisher only) 

9%

Artist 10% 
(+1.1% to musicians’ un-

ion)

8% 7% 10%

Record com-
pany

28.8% 
(of which 10.6% profit)

39% 32% 24%

Marketing/ 
promotion

15% 15% -- --

Studio pro-
ducer

-- -- 3% 2%

Manufacturer 5% -- 8% 8%
Distributor 5.6% 15% -- 20%
Retailer 29.3% (of which 5% profit) 15% 30% 27%
Tax  -- -- 17% --

a) In Sweden, songwriters and publishers get about 9 percent of the wholesale price per CD (STIM, 
2007b). 

Table A3: Revenue Distribution of a Single Download (at $0.99) 
Eriksson et al. (2006), 

based on a presentation
FAD

Research
Marsal
(2007),

Wunsch-Vincent & 
Vickery (2005) 

by French Performers’ 
organizations at MI-

DEM trade fare. (Price 
of €0.99 at French 

iTunes)

(2004), US based on 
estimates of 
iTunes from 
Pacific Crest 
Securities, 

US 

High
Cost

Low Cost

Songwriter & 
publishera

7% 8% -- -- --

Artist 3% 7%
Record company  66% 47%

69% 50% 40%

Producera -- 3% -- -- --
Distribution
affiliateb

10% NA 9% 10%

Operating & 
marketing costs 

2%
(bandwidth)

10% 18.7% 10% 

Credit card 
fees/payment
processing

5% 10% 22.4% 10%

Online music 
service provider 
(operating mar-
gin)

24%

17% 10% 0%  
(net loss of 

35 cents) 

29%

a) Costs for songwriter/publisher and producer are likely included in the wholesale price (record 
company + artist) from Marsal and Wunsch-Vincent & Vickery. 
b) Cost for distribution affiliate is not applicable in the case of iTunes (reported by Marsal) as Apple 
relies on its own platform. 
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Koprowski (2006) reports that artists usually earn 14–24 cents on a 99 cent single download. 
Penenberg (2005) says that Apple makes 4 cents (i.e. 4 percent) on each download, music publishers 
get 8 percent, “and the record companies pocket most of the rest”. Wunsch-Vincent and Vickery 
(2005), based on data from Warner Music Group (i.e. not the same as presented in the table), state 
that record companies get 67 cents of each download, out of which artists get 10 cents. These au-
thors also acknowledge that digital distribution of songs “needs to generate enough revenue for 
labels to cover the large fixed costs (like A&R and promotion)” (ibid., p. 56). In Sweden, songwrit-
ers and publishers get a remuneration of 8 percent of the consumer (retail) price per download, 
with a minimum level of €0.07 (~$0.10) (STIM, 2007b); i.e. a similar level as reported in Table A3 
above. This can be compared with mobile ringtones, for which a 12 percent remuneration level 
(minimum €0.10) is applied (STIM, 2007b). For physical singles, the payment (at least as of 2004) is 
7.4 percent of the retail price, or 1.1 SEK (~$0.17) per song on a multi-track single (Power & Jans-
son, 2004). 

Furthermore, as Eriksson et al. (2006) point out, the percentage that songwriters and publishers get 
is the same as for physical CDs, even though manufacturing and distribution costs are much smaller. 
Moreover, a fee to the collecting society is deducted from the remuneration paid to songwrit-
ers/publishers (ibid.). This varies among countries, but is around 12-18 percent (of the remunera-
tion, not the total cost of a song) in the US (Eriksson, et al., 2006), and 15 percent in Sweden 
(STIM, 2007b). Then, the remunerations are distributed between songwriter and publisher. Ac-
cording to STIM’s regulations for distribution, the publisher, composer, and lyrics author each gets 
a third of the mechanical and performance remunerations (STIM, 2006). If the work is not pub-
lished (i.e. the songwriters retain the entire copyright), the composer and lyrics author get a 50-50 
split of the remuneration (ibid.).  

To sum up, the reported studies point to royalties typically in the range of 7-10 percent for CD 
sales (though they likely vary a lot more depending on artist, record company, and country). Data 
on artist’s royalties for downloads, as displayed in Table A3 and the above text, vary more widely; 
from 3 percent (Eriksson, et al., 2006) up to 24 percent (Koprowski, 2006), with two studies re-
porting royalties in the same area as for CDs; i.e. 7-10 percent (FAD-Research, 2004; Wunsch-
Vincent & Vickery, 2005). However, according to Eriksson et al. (2006), major labels have “intro-
duced an extra deduction from artists’ royalties of 50% for ‘costs associated with establishing a new 
distribution channel’ in the context of a new technology” (p. 34). As concerns physical products, it 
also should be noted that royalties are not paid on free copies and discounts that record companies 
and distributors give to retailers (Power & Jansson, 2004).  

For songwriters and publishers, reports show figures in the range of 5 to 9 percent for CDs as well 
as for downloads, even though data come from different countries. The songwriters’ share of the 
revenue, after fees to collecting societies are deducted and the publisher has gotten its part, may end 
up around just 3-4 percent; i.e. less than the costs for credit card fees and payment processing 
(Eriksson, et al., 2006). Overall, it seems that the record company’s share of revenues is considera-
bly larger for downloads than for CDs. In fact, Eriksson et al. (2006) refer to the result of the major 
labels’ strategy as “a staggering redistribution of revenues between creators and producers” (p. 35). 
At the same time, online music service providers work on much smaller operating margins than 
retailers of CDs, earning sometimes only a few cents per download (Eriksson, et al., 2006; Penen-
berg, 2005). The former managing director of Swedish service Musicbrigade even referred to the 
online music market as “completely uninteresting” due to the rightsholders’ large shares of the 
revenues and the small, or non-existent, margins for service providers (Jonsson, 2007). However, in 
the case of iTunes, the tight margin is connected to Apple’s revenue model, which is based on 
offering cheap software (i.e. music) in order to sell more expensive hardware in the form of iPods, 
Apple’s portable music player (Bernoff, 2003; Eriksson, et al., 2006; Taylor, 2003). 



APPENDIX A: THE RECORDING INDUSTRY

A6

Chain of Distribution

Figure A1 below shows the traditional music distribution chain, as well as the distribution chain of 
today, with online distribution of digital music files. 

Figure A1: Traditional and Online Distribution of Recorded Music 
Sources: Adapted from Rupp and Estier (2003); Wunsch-Vincent & Vickery (2005) 

As the figure indicates, physical music products (CDs, etc.) are distributed directly as well as via 
wholesalers. Typically, major labels sell directly to large retailers or through large wholesalers (Fox, 
2004), while smaller retailers may choose to buy from wholesalers to avoid tying themselves to 
minimum amounts of purchases from distributors (Marathe, 2001).  

For online distribution, there are a range of companies providing the content, technology plat-
forms, license and royalty management, and sometimes also payment systems. Besides providing full 
online music service solutions, some services also can act as a digital warehouse and production 
facility for record companies and distributors. They digitize, store, encode, and deliver music to 
online or mobile services, but the contractual relationship (concerning commercial rights) then is 
between the distributor or record company and the online music service. Providers of platforms 
and/or digital catalogue management include, among others, European OD2 (owned by Nokia, 
www.nokia.com) and 24-7 Entertainment (www.247musicshop.com), US-based MusicNet 
(www.musicnet.com), British CI (Consolidated Independent, http://www.ci-info.com), and 
Swedish InProdicon (www.inprodicon.com). Hence, the “Platforms and Catalogue Management” 
box sometimes represents two layers, as a service such as CI can work as an intermediary between a 
distributor and a technology/content platform such as OD2.  
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The double-headed arrow between the peer-to-peer box and “consumers” denotes the fact that 
consumers handle the distribution. They supply songs by, for example, ripping them from CDs and 
then making them available to others within the network.  

As regards the “Direct online sales” box, this is an example of the disintermediation to which the 
Internet was believed to lead. Some artists who have the legal rights to their work have cut out 
record companies and distributors by selling their music directly to consumers via their web sites. 
One such example was Prince’s NPG Music Club; however, this was closed in 2006 after five years 
of operation (Mitchell, 2006). American artist Moby thinks that once artists are able to distribute 
their music over the Internet, there is no need for record companies to be involved (Moby, 2002). 
The reasons most artists have not yet bypassed record companies can partly be found in the diffi-
culty of reaching out to consumers in an online jungle of MP3s (Forde, 2004), but also in long-
term record contracts between artists and major labels, and the fact that the offline promotion 
channels needed to reach a wide audience, for example radio, still are dominated by the major 
record companies ("Music's brighter future," 2004; Tschmuck, 2003). 

Recent occurrences however suggest that artist-to-consumer models may become more common. 
For example, in October 2007, well-known rock band Radiohead released their new album as a 
digital download, available exclusively from their web site (Radiohead, 2007). Consumers could 
choose to pay whatever price they wanted to pay for the downloadable album (plus a 45 p delivery 
charge) (Osorio, 2007c; Radiohead, 2007). That is, the band used a name-your-price strategy, a 
value-based pricing strategy mentioned in Chapter Three. A similar proposition was made by rap-
per and poet Saul Williams (Digitalmusicnews.com, 2007e), and the Who has announced the 
launch of a subscription service from the band’s web site (Digitalmusicnews.com, 2007f; Mills, 
2007). Other bands, including Nine Inch Nails and Oasis, also have hinted at forthcoming direct-
to-consumer initiatives (Digitalmusicnews.com, 2007d).  
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Sales of Recorded Music 

Appendix B includes sales figures of recorded music globally, in the US and in Sweden. Sales statis-
tics of music per format follow in Appendix C. 

Table B1: Sales of Recorded Music Globally and in the US 
World USYear

Value (Billion 
USD)

% Change in Trade 
Value

Value (Billion 
USD)

% Change in Retail 
Value

1998 38.7 3% NA NA
1999 38.5 1.5% 14.3 8%
2000 36.9 -1.3% 14.0 -1.5%
2001 33.7 -5% 13.4 -4.5%
2002 32.2 -7.2% 12.6 -8.2%
2003 32 -7.6% 11.8 -6%
2004 33.6 -1.3% 12.2 2.6%
2005 33.5 -3% 12.3 -3%
2006 31.8 -5% 11.5 -7%

Source: IFPI (http://www.ifpi.org) 
NA = Data not available at the time of writing. 

Value represents estimated retail values of recorded music and are collected from IFPI’s 1,400 mem-
bers in 75 countries (physical sales), major record companies (digital sales), and include an estimate 
of unreported sales (at least in the recent years). Digital formats, both online and mobile, are in-
cluded in the statistics from 2004 onward.  

Percentage change in trade value (global) is based on fixed USD (using IMF annual exchange rates) and 
is therefore not entirely corresponding to the figures in absolute numbers. 

It also should be noted that IFPI’s official statistics have been criticized as being based on a number 
of inconsistencies (Harker, 1997; Williamson & Cloonan, 2007) and figures may therefore need to 
be interpreted with some caution.  

http://www.ifpi.org
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Swedish Sales of Recorded Music - Value 
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Swedish Sales of Recorded Music - Units
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The chart above and on the previous page show total sales of recorded music in Sweden for all record companies that are members of Swedish IFPI, 
which covers 95% of the market. At the time of writing, no data were available for more recent years. 

http://www.ifpi.se
http://www.ifpi.se
http://www.ifpi.se
http://www.ifpi.se
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Swedish Sales of Recorded Music - GLF Members

0

200

400

600

800

1000

1200

1400

1600

1800

Year

Va
lu

e 
(m

ill
io

n 
SE

K
)

Value (million SEK) 1554,057 1326,084 1094,752 996,432 941,501

2002 2003 2004 2005 2006

Source: IFPI Svenska Gruppen (http://www.ifpi.se) 

The above chart shows total sales of recorded music in Sweden for record companies that are members of GLF (Grammofonleverantörernas Fören-
ing), which includes the four major labels (EMI, Sony BMG, Universal, and Warner) and two large independent labels (Bonnier Amigo and Play-
ground). 2005 was the first year sales of digitally distributed music were reported. It includes Internet downloads, songs and music videos via mobile 
phones, and ringtones (truetones). Sales value of digital music was 21.1 million SEK in 2005 and 61.9 million SEK in 2006 (i.e. 6.6 percent of total 
sales value). 

http://www.ifpi.se
http://www.ifpi.se
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Global Sales of Recorded Music per Format - Units
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“Other” formats include LPs and minidisc (1999, 2000, 2001), music VHS + DVD (2002), and music DVD (2003, 2004). Sales figures for LPs and 
cassettes were not reported after 2002. 

http://www.ifpi.org
http://www.ifpi.org
http://www.ifpi.org
http://www.ifpi.org


APPENDIX C: SALES OF RECORDED MUSIC PER FORMAT

C2

Global Sales of Recorded Music per Format – Value 

Year CDs Singles Music DVDs Digital Sales Other Formats
2004 18,109 821 1,610 397 531
2005 17,019 721 1,540 1,143 372
2006 NA NA NA 2,000 NA

Source: IFPI (http://www.ifpi.org) 
NA=Data not available at the time of writing.  

Value is reported in million USD. “Other” includes cassettes, LPs, VHS and other physical formats.  

Global Sales of Recorded Music per Format – Value Share of Total Sales 

Year CDs Singles Music DVDs Digital Sales Other Formats
2000 72.8% 3.6% NA NA Cassettes 23.2% 

LPs 0.4% 
Minidisc 0.02%

2001 NA NA NA NA NA
2002 89% 4.4% 3% NA Cassettes 2.6% 

LPs 0.2% 
VHS 0.7%

2003 86.2%  4.2% 5.7% NA Cassettes 2.6% 
LPs 0.2% 

VHS 0.5%
2004 86% 4% 8% NA Cassettes 2% 
2005 NA NA NA 6% NA
2006 NA NA NA 11% NA

Source: IFPI (http://www.ifpi.org) 
NA=Data not available at the time of writing.  

http://www.ifpi.org
http://www.ifpi.org
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Overview of Online Music Services in Sweden 

This Appendix comprises some basic facts about 27 online music services that were available in 
Sweden at the time of writing. Most of the services have been found through the sites Emusik.se 
(http://www.emusik.se/), InProdicon (http://www.inprodicon.com), LegalMusik 
(http://www.schysstmusik.com), and Pro Music (http://www.pro-music.org). 

All information in Appendix D is gathered from the services’ web sites. A dash ( ) in the table 
indicates that information regarding the specific item could not be found. The services that lack 
information about technology/content platform either are built on proprietary solutions (e.g., 
iTunes, Klicktrack), or information about the platform has not been found. Information in the 
Catalogue column denotes whether the selection at the service is broad (selling music from all four 
major labels, as well as many independent labels), independent (selling only, or mainly, music from 
independent record companies), or has some other particular focus (e.g., classical music only). The 
number of songs available at each service is not included in the table as this is subject to frequent 
changes, and information about catalogue size is not provided at each site. In a very general sense, it 
can be said, however, that there are at least one million songs, usually more, available at the services 
that have catalogues classified as “broad”. For example, Homedownloads’s start page says it has 
more than 1.5 million songs, while iTunes Store states it has more than six million. Among the 
services offering catalogues from “independents”, US-based eMusic is the largest, with 2.8 million 
songs as of October 2007. Official statistics on market shares are not provided by IFPI, but iTunes 
Store and CDON.com reportedly are the two largest services, estimated to collectively occupy 70–
80 percent of the Swedish downloads market (LegalMusik, 2007; Schön, 2007). 

The file format column contains abbreviations of the audio file formats available at each service. 
“Kbps” is kilobit per second, i.e. the compression rate of the files. “VBR” means variable bitrate; 
that is, the audio is compressed at varying rates based on the content, which should give better 
sound quality overall without making the file size much larger (VBR, 2007). The Burn CDs, Trans-
fer to other device and Redownload categories indicate the number of times the user is allowed to do 
these things with the purchased file. These categories thus are pertinent to the level of DRM re-
strictions, which are applied to files in WMA or AAC format. MP3 files are not restricted in terms 
of the ability to burn or transfer files, but usually are watermarked39 at the services offering broad 
catalogues.

The prices shown reflect the range of the most common prices found at each service. Temporary 
price cuts (sales) are not included. Fees and total purchase prices for songs bought with different 
types of vouchers are not stated in the table, since vouchers usually are valid for one download 
regardless of the price per song. As regards the payment options, it could be noted that three services 
(Homedownloads, MSN Music, and Prefueled) use payment systems in which the customer first 
buys some form of “credit” corresponding to one or several downloads. These are available in a 
range of values, with discounts on the larger values at Homedownloads and MSN Music.  

Finally, it must be emphasized that though all services have been accessed repeatedly, prices and 
conditions may have changed since the time of writing. 

                                                          
39 Watermarking is “a technique used to label digital media by hiding copyright or other information 
into the underlying data. The watermark must be imperceptible or undetectable by the user (…)” 
(Boney, Tewfik, & Hamdy, 1996, p. 473). 

http://www.emusik.se
http://www.inprodicon.com
http://www.schysstmusik.com
http://www.pro-music.org
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other
device

Redownload Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options 

Extra
fee

(SEK) 
per song 

Total
purchase

price
(SEK) per 

song
Credit/debit 
card

2.18 – 
2.29
(2.25% + 
2.00
SEK)

10.13 – 
15.24

Direct payment 
via Internet 
bank 

6.00 13.95 – 
18.95

Online wallet 
(Payex) 

0 7.95 – 
12.95

SMS 2.05 – 
7.05

15.00

Bengans
(InProdicon)
http://bengans.cd

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 10 
days 

NA 79.50 - 
129.50

7.95 – 
12.95

Voucher 0  

Credit/debit 
card

2.22
(2.25% + 
2.00
SEK)

12.12

Direct payment 
via Internet 
bank 

6.00 15.90 

Online wallet 
(Payex) 

0 9.90 

SMS 5.10 15.00 

Blipbeat
(InProdicon)
http://blipbeat.blip.se 

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 10 
days 

NA 99.00 9.90 

Voucher 0  

http://bengans.cd
http://bengans.cd
http://bengans.cd
http://blipbeat.blip.se
http://blipbeat.blip.se
http://blipbeat.blip.se
http://blipbeat.blip.se
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Service
(Platform)

Catalogue File
format,
kbps

Burn
 CDs

Transfer
to other 
device

Redownload Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
purchase

price
(SEK) per 

song
Credit/debit 
card

2.22 – 
2.29
(2.25%
+ 2.00 
SEK)

12.12 – 
15.19

Direct pay-
ment via 
Internet bank 

6.00 15.90 – 
18.90

Online wallet 
(Payex) 

0 9.90 – 12.90 

SMS 2.10 - 
5.10

15.00

Bulls Press
(InProdicon)
http://shop.bulls.se  

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/ song 

Yes, within 10 
days 

NA 99.00- 
129.00

9.90 – 
12.90

Voucher 0  

CDON.com
Downloads
(24-7 Entertainment) 
http://www.cdon.com 

Broad WMA 
192
MP3 192 

WMA:
varies
(~3–10 
times/
song) 

WMA:
varies (~3–
25 times/ 
song) 

Yes, up to 3 
times

NA 99.00 9.90 Credit/debit 
card

0.50
(5%)

10.40

http://shop.bulls.se
http://shop.bulls.se
http://shop.bulls.se
http://shop.bulls.se
http://www.cdon.com
http://www.cdon.com
http://www.cdon.com
http://www.cdon.com
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download 

Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options 

Extra
fee

(SEK) 
per
song

Total
purchase

price (SEK) 
per song 

Credit/debit 
card

2.22
(2.25%
+ 2.00 
SEK)

12.12

Direct pay-
ment via 
Internet bank 

6.00 15.90 

Online wallet 
(Payex) 

0 9.90 

SMS 5.10 15.00 

Digidow
(InProdicon) 
http://www.digidow.se 

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

NA 99.00 9.90 

Voucher 0  
Credit/debit 
card

2.22
(2.25%
+ 2.00 
SEK)

12.12

Direct pay-
ment via 
Internet bank 

6.00 15.90 

Online wallet 
(Payex) 

0 9.90 

SMS 5.10 15.00 

DVD.se
(InProdicon)
http://laddamp3.dvd.se 

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

NA 99.00 9.90 

Voucher 0  

http://www.digidow.se
http://www.digidow.se
http://www.digidow.se
http://www.digidow.se
http://laddamp3.dvd.se
http://laddamp3.dvd.se
http://laddamp3.dvd.se
http://laddamp3.dvd.se
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Service
(Platform)

Catalogue File
for-
mat,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download

Subscription 
(SEK) per month

Price
(SEK) 
per

album

Price
(SEK) per 

song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
pur-
chase
price
(SEK) 
per
song

Credit card 0 3.40 – 
5.50

eClassical
http://www.eclassical.com  

Classical
music only 

MP3
192

Unlimited Unlimited Yes NA Bundles 
of 2-3 
albums
41.55
($5.99).
Complete 
works 
55.40
($7.99)

3.40 – 5.50 
($0.49 - 
$0.79).
Bundles of 
most popu-
lar titles as 
single file 
downloads 
or entire 
works for 
6.90 ($0.99) 

Online 
wallet (Pay-
Pal)

– 3.40 – 
5.50

eMusic Europe 
http://www.emusic.com/ 

Independ-
ent

MP3
192
(VBR)

Unlimited Unlimited Unlimited From 30 
downloads/month 
at €12.99 (122.90 
SEK), to 300 
downloads/month 
at €89.99 (851.30) 

NA 2.84 – 4.10 
(provided 
that all 
downloads 
are used) 

Credit/debit 
card (auto-
matically
credited with 
monthly fee) 

0 2.84 – 
4.10

http://www.eclassical.com
http://www.eclassical.com
http://www.eclassical.com
http://www.eclassical.com
http://www.emusic.com
http://www.emusic.com
http://www.emusic.com
http://www.emusic.com
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Service
(Platform)

Catalogue File
for-
mat,
kbps

Burn
CDs

Transfer
to other 
device

Re- 
download

Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
purchase

price
(SEK) 

per song
Credit/debit 
card

2.18 – 
2.31
(2.25%
+ 2.00 
SEK)

10.13 – 
16.26

Direct pay-
ment via 
Internet bank 

6.00 13.95 – 
19.95

Online wallet 
(Payex) 

0 7.95 – 
13.95

SMS 1.05 – 
7.05

15.00

GP Musikshop
(InProdicon)
http://musikshop.gp.se  

Broad WMA 
192
MP3
192

Max 5 
times/
song 

Max 5 
times/
song 

Yes,
within 10 
days 

NA 79.50 - 
129.50

7.95 - 
13.95

Voucher 0  

Groovegate
http://www.groovegate.com/ 

Independ-
ent
dance/club 
music only; 
focus on 
DJs

MP3
192-
320

Unlimited Unlimited No NA Varies. 
Bundled 
prices for 
complete
releases/ 
albums

8.38 – 
11.88
(dep.
on
kilobit 
rate)

Online wallet 
(Moneybook-
ers, Paypal, or 
2Checkout) 

VAT
16% = 
1.34 – 
1.90

9.72 – 
13.78

http://musikshop.gp.se
http://musikshop.gp.se
http://musikshop.gp.se
http://musikshop.gp.se
http://www.groovegate.com
http://www.groovegate.com
http://www.groovegate.com
http://www.groovegate.com
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re- 
download

Subscription 
(SEK) per 

month

Price
(SEK) 
per
al-

bum

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
purchase

price
(SEK) 

per song
Homedownloads
(OD2)
http://www.homedownloads.com

Broad WMA 
128-192 

Varies 
(~3–10 
times/
song) 

Varies 
(~5–
unlimited 
times/
song) 

Yes 89.00 
(unlimited 
streaming) 

79.00 9.90 Credit/debit 
card (to buy 
Pay n’ Play), 
value code, 
voucher 

0 7.51 - 
9.90

iTunes Store 
iTunes software is needed to access 
the iTunes Store. It’s download-
able from 
http://www.apple.com/se/itunes

Broad AAC 
128;
iTunes 
Plus
AAC
256

Playlists:
max 7 
times.
iTunes 
Plus:
unlimited 

To max. 5 
different 
devices. 
iTunes 
Plus:
unlimited 

No NA 90.00 
–
99.00

9.00 Credit/debit 
card, Click & 
Buy account, 
gift certifi-
cate,
monthly gift 

0 9.00 

Klicktrack 
http://www.klicktrack.com  

Indepen-
dents 

MP3
~200
(VBR)

Unlimited Unlimited Yes, 
within 48 
hours of 
purchase 

NA 54.00 
–
95.00

5.50 – 
9.50

Credit/debit 
card

5.00
(for
orders 
below 
20
SEK)

10.50 – 
14.50

Credit/debit 
card

2.22
(2.25%
+ 2.00 
SEK)

12.12

Direct
payment via 
Internet bank 

6.00 15.90 

Online 
wallet
(Payex) 

0 9.90 

SMS 5.10 15.00 

Liberace
(InProdicon)
http://shop.drella.com  

Broad WMA 
192
MP3
192

Max 5 
times/
song 

Max 5 
times/
song 

Yes,
within 10 
days 

NA 99.99 9.90 

Voucher 0  

http://www.homedownloads.com
http://www.homedownloads.com
http://www.homedownloads.com
http://www.homedownloads.com
http://www.apple.com/se/itunes
http://www.apple.com/se/itunes
http://www.apple.com/se/itunes
http://www.apple.com/se/itunes
http://www.apple.com/se/itunes
http://www.apple.com/se/itunes
http://www.klicktrack.com
http://www.klicktrack.com
http://www.klicktrack.com
http://www.klicktrack.com
http://shop.drella.com
http://shop.drella.com
http://shop.drella.com
http://shop.drella.com
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re- 
download 

Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
purchase

price
(SEK) 

per song
Credit/debit 
card

2.22
(2.25%
+ 2.00 
SEK)

12.12

Direct
payment via 
Internet 
bank 

6.00 15.90 

Online 
wallet
(Payex) 

0 9.90 

SMS 5.10 15.00 

Mediamilkshake
(InProdicon)
http://www.mediamilkshake.se

Broad WMA 
192
MP3
192

Max 5 
times/
song 

Max 5 
times/ song 

Yes, within 
10 days 

NA 99.00 9.90 

Voucher 0  
Mela
http://www.mela.se

Mainly
unsigned 
artists

MP3
192
(mini-
mum) 

Unlimited Unlimited Yes, up to 
3 times 
within 2 
months 

NA NA 6.00 Credit/debit 
card

3.13 9.13 

Credit/debit 
card (to buy 
“credits”)

0 7.64 – 
9.00

SMS 10.10 20.00 

MSN Music
(OD2)
http://se.msn.com

Broad WMA 
128-192 

Varies 
(~3–10 
times/
song) 

Varies (~5– 
unlimited 
times/song) 

Yes 89.00 (unlim-
ited streaming) 

90.00 9.00 

Voucher 0  

http://www.mediamilkshake.se
http://www.mediamilkshake.se
http://www.mediamilkshake.se
http://www.mediamilkshake.se
http://www.mela.se
http://www.mela.se
http://www.mela.se
http://www.mela.se
http://se.msn.com
http://se.msn.com
http://se.msn.com
http://se.msn.com
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download

Subscrip-
tion (SEK) 
per month

Price
(SEK) 
per
al-

bum

Price
(SEK) 
per
song

Payment options Extra fee 
(SEK) 

per song

Total
purchase

price
(SEK) 

per song
Credit/debit card 2.22 

(2.25% + 
2.00
SEK)

12.12

Direct payment via 
Internet bank 

6.00 15.90 

Online wallet (Payex) 0 9.90 
SMS 5.10 15.00 

MTVe
(InProdicon)
http://shop.se.mtve.com/ 

Broad WMA 
192
MP3
192

Max 5 
times/
song 

Max 5 
times/
song 

Yes,
within 10 
days 

NA 99.00 9.90 

Voucher 0  
Credit/debit card 0 9.90 
Joint invoice with 
broadband fees for 
members via Bred-
bandsbolaget 

MusicBrigade 
http://www.musicbrigade.com  

Broad WMA 
192
MP3
192

Max 3 
times/
song 

Max 3 
times/
song 

Yes 99.00/month 
(access to ad-
free music 
videos)

99.00 9.90 

Voucher 0  

http://shop.se.mtve.com
http://shop.se.mtve.com
http://shop.se.mtve.com
http://shop.se.mtve.com
http://shop.se.mtve.com
http://www.musicbrigade.com
http://www.musicbrigade.com
http://www.musicbrigade.com
http://www.musicbrigade.com
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other
device

Re-
download

Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
pur-
chase
price
(SEK) 

per song
Nimson
http://www.nimson.com  

Independents MP3 320 Unlimited Unlimited Yes, 3 days 
after pur-
chase

NA 45.00-
66.20
(€4.75-
7.00)

4.26 – 
6.62
(€0.45
– 0.70) 

Credit/debit 
card

0.34 – 
0.53
(8%)

4.60 – 
7.15

Credit/debit 
card

2.20 – 
2.27
(2.25%
+ 2.00 
SEK)

11.10 – 
14.17

Direct pay-
ment via 
Internet bank 

6.00 14.90 – 
17.90

Online wallet 
(Payex) 

0 8.90 – 
11.90

SMS 3.10 – 
6.10

15.00

Playstop
(InProdicon)
http://www.playstop.se/  

Broad WMA 
192
MP3 192

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

NA 89.00 - 
119.00

8.90 - 
11.90

Voucher 0  
Credit/debit 
card

2.20 – 
2.29
(2.25%
+ 2.00 
SEK)

11.10 – 
15.19

Direct pay-
ment via 
Internet bank 

6.00 14.90 – 
18.90

Online wallet 
(Payex) 

0 8.90 – 
12.90

SMS 2.10 – 
6.10

15.00

Poplife
(InProdicon)
http://www.poplife.se  

Broad WMA 
192
MP3 192

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

NA 89.00- 
119.00

8.90 – 
12.90

Value code 0  

http://www.nimson.com
http://www.nimson.com
http://www.nimson.com
http://www.nimson.com
http://www.playstop.se
http://www.playstop.se
http://www.playstop.se
http://www.playstop.se
http://www.poplife.se
http://www.poplife.se
http://www.poplife.se
http://www.poplife.se
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download 

Subscription 
(SEK) per 

month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options 

Extra
fee

(SEK) 
per
song

Total
pur-
chase
price
(SEK) 

per song 
Credit/debit 
card (to deposit 
money in 
Prefueled Ac-
count)

2.50 12.40 Prefueled 
http://www.prefueled.com

Broad WMA 192 
MP3 192 
(a few 
WMA and 
MP3 in 
128)

— — Yes, up to 
3 times 

NA 95.00 9.90 

Gift voucher, 
monthly 
voucher 

0

Credit/debit 
card

2.22
(2.25%
+ 2.00 
SEK)

12.12

Direct payment 
via Internet 
bank 

6.00 15.90 

Online wallet 
(Payex) 

0 9.90 

SMS 5.10 15.00 

Skivhugget
(InProdicon)
http://digital.skivhugget.se 

Broad WMA 192 
MP3 192 

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

NA 99.00 9.90 

Voucher 0  

http://www.prefueled.com
http://www.prefueled.com
http://www.prefueled.com
http://www.prefueled.com
http://digital.skivhugget.se
http://digital.skivhugget.se
http://digital.skivhugget.se
http://digital.skivhugget.se
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Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download

Subscription 
(SEK) per month

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options

Extra
fee

(SEK) 
per
song

Total
purchase

price
(SEK) per 

song
Credit/debit 
card

2.20 – 
2.34
(2.25%
+ 2.00 
SEK)

11.10 – 
17.24

Direct pay-
ment via 
Internet bank 

6.00 14.90 – 
20.90

Online wallet 
(Payex) 

0 8.90 – 
14.90

SMS 0.10 – 
6.10

15.00

Source (Telia)
(InProdicon)
http://www.mysource.se  

Broad WMA 
192
MP3
192

Max 5 
times/
song 

Max 5 
times/
song 

Yes, within 
10 days 

89.00 (12 downloads 
from the ”Absolute 
Music” digital chart 
OR 10 optional 
downloads, plus 500 
MB storage space at 
“Telia Säker la-
gring”) 

59.00 - 
129.00

8.90 - 
14.90

Voucher 0  

http://www.mysource.se
http://www.mysource.se
http://www.mysource.se
http://www.mysource.se
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NA = Not available at the service 

Notes:

For prices at eClassical, $ was transformed to SEK using currency rate at www.forex.se August 12, 2007 = 6.94. 

For prices at eMusic and Nimson, € was transformed to SEK using currency rate at www.forex.se August 12, 2007 = 9.46. 

Service
(Platform)

Catalogue File
format,
kbps

Burn
CDs

Transfer
to other 
device

Re-
download 

Subscrip-
tion (SEK) 
per month 

Price
(SEK) 
per

album

Price
(SEK) 
per
song

Payment 
options 

Extra
fee

(SEK) 
per song 

Total
purchase

price
(SEK) per 

song
Credit/debit 
card

2.20 – 
2.29
(2.25% + 
2.00
SEK)

11.10 – 
15.19

Direct pay-
ment via 
Internet bank 

6.00 14.90 – 
18.90

Online wallet 
(Payex) 

0 8.90 – 
12.90

SMS 2.10 – 
6.10

15.00

Smarttunes
(InProdicon)
http://www.smarttunes.se  

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/ song 

Yes, within 
10 days 

NA 89.00 – 
129.00

8.90 – 
12.90

Voucher 0  
Credit/debit 
card

2.20 – 
2.29
(2.25% + 
2.00
SEK)

11.10 – 
15.19

Direct pay-
ment via 
Internet bank 

6.00 14.90 – 
18.90

Online wallet 
(Payex) 

0 8.90 – 
12.90

SMS 2.10 – 
6.10

15.00

Åhléns
(InProdicon)
http://www2.ahlens.com  

Broad WMA 
192
MP3 192 

Max 5 
times/
song 

Max 5 
times/ song 

Yes, within 
10 days 

NA 89.00 – 
129.00

8.90 – 
12.90

Voucher 0  

http://www.smarttunes.se
http://www.smarttunes.se
http://www.smarttunes.se
http://www.smarttunes.se
http://www2.ahlens.com
http://www2.ahlens.com
http://www2.ahlens.com
http://www2.ahlens.com
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Study of Prices at Swedish Online Music Services 

Prices were checked for downloads based on the chart of week 11, March 15, 2007. The Swedish 
singles chart is based on sales of singles on CD and digital downloads via the Internet and mobile 
phones, while the album list is still based on sales of CDs. For the price comparison, three songs 
were chosen from the singles chart. Additionally, one current song by a new artist was included in 
the study. At four of the 23 studied online music services, one or two of the chosen tracks were not 
available. In those cases, prices were checked for other songs placed on the singles chart. At Nim-
son, which distributes music from independent labels, none of the four chosen singles were avail-
able. Instead, prices were checked for the four top downloads of the Nimson service.  

Singles:
The Ark – ”The worrying kind” (No. 1 on the singles chart) 
Sanna Nielsen – “Vågar du, vågar jag” (No. 10, sold in MP3 format) 
Danny – “Tokyo” (No. 13; the highest spot for a song not coming from the recently held 
Swedish final in the Eurovision Song Contest) 
Maia Hirasawa – “And I found this boy” (not on singles chart but first on the list of rec-
ommended songs at several of the services) 

n Min. Max. Mean Median Std. De-
viation

Skewness Kurtosis

92 5.20 14.90 10.07 9.90 1.66 .334 1.833

Percentiles
5 10 25 50 75 90 95

Price per song 7.48 8.90 9.49 9.90 9.90 12.90 12.95



APPENDIX E: QUESTIONNAIRE (SWEDISH)

E1

Internet-, media- och musikanvändning  
Vänligen svara på dessa frågor om hur du använder Internet, media och musik genom att kryssa i rutan för 
det svarsalternativ som bäst passar in på dig. (Kryssa ett alternativ per fråga/delfråga.) Då det gäller hur ofta 
du i allmänhet gör någonting, tänk på en typisk månad i ditt liv.  

1. Vilken sorts Internet-anslutning har 
     du i ditt hem? (Om du har flera, krys- 
     sa för den som används mest.) 

Bredbandsanslutning (inkl. ADSL, SDSL, anslutning   
                            via kabel-TV, LAN, eller 3G-nätet) 

ISDN

“Traditionell” uppringd anslutning med modem  

Jag har ingen Internet-anslutning hemma 
2. När handlade eller beställde du senast  
    produkter eller tjänster via Internet 
    (för personligt bruk)? 

Mindre än tre månader sedan 

Mer än tre månader men mindre än ett år sedan 

Mer än ett år sedan 

Har aldrig köpt eller beställt något via Internet 

3. Hur ofta använder du i allmänhet vart 
och ett av dessa media (för att lyssna, 
titta, läsa)? 

Flera ggr Någon gång Några ggr  Ungefär en  Mera sällan Aldrig 
 om dagen varje dag i veckan  gång i än en gång  
    veckan i veckan  

a) Internet (förutom webradio) 
b) Webradio  
c) “’Vanlig” radio  
d) Public service -TV (dvs. 
SVTs kanaler) 
e) Reklamfinansierad TV 
f) Tidskrifter/vecko-
/månadstidningar 
g) Dags- och kvällstidningar 

4. Hur ofta använder du i allmänhet var 
och en av dessa apparater för att lyssna 
på musik?  

Flera ggr Någon gång Några ggr  Ungefär en  Mera sällan Aldrig 
 om dagen varje dag i veckan  gång i än en gång  
    veckan i veckan  

 a) Portabel MP3-spelare 
 b) Mobiltelefon 
 c) Dator 

5. Hur ofta använder du i allmänhet 
digitala musikfiler (t.ex. MP3) på vart 
och ett av följande sätt? (OBS att svarsal-
ternativen inte är samma som i fråga 4) 

    Mera sällan 
 Varje vecka Några gånger Ungefär en än en gång  
 eller oftare i månaden gång i månaden i månaden Aldrig 

a) Lyssnar på dem på datorn 
b) “Bränner” CD-skivor 
c) Överför filerna till en porta-
bel MP3-spelare 

6. Hur ofta använder du i allmänhet vart 
och ett av dessa sätt för att skaffa digitala 
musikfiler? 

    Mera sällan 
 Varje vecka Några gånger Ungefär en än en gång  
 eller oftare i månaden gång i månaden i månaden Aldrig 

a) Överför (”rippar”) CD-skivor till 
musikfiler 
b) Laddar ner från fildelningsnätverk
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(Forts. på fråga 6) 
    Mera sällan 
 Varje vecka Några gånger Ungefär en än en gång  
 eller oftare i månaden gång i månaden i månaden Aldrig 

c) Laddar ner från musiktjänster på Internet 
(t.e.x. iTunes, Poplife)
d) Laddar ner från artisters egna hemsidor 
(eller plats på t.ex. Myspace)
e) Tar emot e-post eller snabbmeddelanden 
med musikfiler bifogade 
f) Laddar ner från musiktjänster till din 
mobiltelefon (inte ringsignaler)

Musikintresse och attityder 
I den här delen av enkäten vill vi att du visar till vilken grad du instämmer i ett antal påståenden. Dessa har 
att göra med ditt musikintresse och dina attityder till några musikrelaterade frågor. Om du instämmer helt i 
ett påstående, ringar du in siffran 7. Om du inte alls instämmer i ett påstående, ringar du in siffran 1. Ifall du 
känner att du varken instämmer helt eller tar avstånd ifrån påståendet, ringar du in den siffra mellan 2 och 6 
som bäst stämmer in på hur starkt du instämmer eller inte instämmer. Det finns inga svar som är ”fel” eller 
”rätt” – allt vi är intresserade av är en siffra som bäst återspeglar dina åsikter.  

7. Ange till vilken grad du instämmer i 
följande påståenden om musik:

Instämmer Instämmer 
 inte alls helt 

a) Jag har ett stort intresse för musik 
 1 2 3 4 5 6 7 

b) Jag värderar musik som en viktig del av 
min livsstil  1 2 3 4 5 6 7 
c) Man kan säga mycket om en person 
utifrån den musik han/hon äger   1 2 3 4 5 6 7 
d) Det är viktigt för mig att ha musik i 
fysiskt format, t.ex. som CD-skivor  1 2 3 4 5 6 7 
e) Att äga en skiva i LP-format känns mer 
”äkta” och genuint än att lagra musik på 
datorn 

 1 2 3 4 5 6 7 

f) CD- och LP-skivor tar bara plats; jag 
föredrar att lagra min musik som digitala 
filer

 1 2 3 4 5 6 7 

g) I min bekantskapskrets är jag en av 
“experterna” på musik  1 2 3 4 5 6 7 
h) Jag vet ganska mycket om musik 

 1 2 3 4 5 6 7 
i) Jag känner mig inte särskilt kunnig om 
musik   1 2 3 4 5 6 7 
j) Jämfört med de flesta andra människor 
vet jag mindre om musik  1 2 3 4 5 6 7 

8. Ange till vilken grad du instämmer i 
följande påståenden om musikbranschen 
och fildelning: 

Instämmer Instämmer 
 inte alls helt 

a) Det är viktigt för mig att inte bryta mot 
någon lag när jag skaffar musik  1 2 3 4 5 6 7 
b) Fildelning kommer att leda till att det 
produceras mindre musik eftersom det inte 
finns någon motivation för artister att göra 
ny musik   

 1 2 3 4 5 6 7 

c) Fildelning är mestadels positivt för 
artister eftersom deras musik sprids till 
många nya lyssnare  

 1 2 3 4 5 6 7 

d) Skivbolag tänker bara på sina vinster och 
bryr sig inte alls om vad konsumenter vill 
ha

 1 2 3 4 5 6 7 
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(Forts. på fråga 8) 
 Instämmer Instämmer 
 inte alls              helt 
e) Jag skulle aldrig betala för digitala musik-
filer så länge som jag kan få tag i dem gratis  1 2 3 4 5 6 7 
f) Artister ska inte längre förvänta sig att 
kunna tjäna pengar på att sälja inspelad 
musik (dvs. skivor eller filer) 

 1 2 3 4 5 6 7 

Musiktjänster på Internet
Den här delen av enkäten innehåller frågor om tjänster på Internet där digital musik säljs (huvudsakligen i 
form av nedladdningsbara filer). När du svarar på frågorna ska du markera den siffra som bäst överensstäm-
mer med dina åsikter och förväntningar när det gäller sådana tjänster.  

9. Ange till vilken grad du tycker att 
musiktjänster på Internet ska ha de egen-
skaper som beskrivs i varje påstående. Visa 
till vilken grad du instämmer i varje påstå-
ende, på samma sätt som du svarade på 
frågorna 7 och 8.  

Instämmer Instämmer 
 inte alls helt 

a) Musikfilerna ska ha garanterad och stabil 
ljudkvalitet   1 2 3 4 5 6 7 
b) Musiktjänsten ska erbjuda möjlighet att 
visa och/eller dela spellistor (”playlists”) 
med andra 

 1 2 3 4 5 6 7 

c) Det ska vara möjligt att välja i vilket 
format (t.ex. MP3, WMA, FLAC) man vill 
ladda ner musikfilen  

 1 2 3 4 5 6 7 

d) Musiktjänsten ska ha en supportfunktion 
som alltid är tillgänglig  1 2 3 4 5 6 7 
e) Det ska vara möjligt att kopiera köpta 
musikfiler för eget bruk utan begränsningar   1 2 3 4 5 6 7 
f) Musikfilerna ska vara kompatibla med 
alla märken av MP3-spelare   1 2 3 4 5 6 7 
g) Det ska finnas möjlighet att provspela 
filerna innan köp    1 2 3 4 5 6 7 
h) Musiktjänsten ska ha läsvärt material som 
t.ex. artiklar och information om artister  1 2 3 4 5 6 7 
i) Det ska vara möjligt att föra över nedlad-
dade musikfiler till andra apparater (t.ex. 
MP3-spelare, mobiltelefon, annan dator) 

 1 2 3 4 5 6 7 

j) Musiktjänsten ska ha en community där 
man kan diskutera musik med andra kun-
der/medlemmar 

 1 2 3 4 5 6 7 

k) Musiktjänsten ska ha en rekommenda-
tionsfunktion (dvs. skapa rekommendatio-
ner på andra låtar/ artister baserat på vad du 
eller andra kunder har köpt eller lyssnat på)  

 1 2 3 4 5 6 7 

l) Nya skivsläpp och nya artister ska tydligt 
visas upp  1 2 3 4 5 6 7 
m) Musiktjänsten ska skapa anpassade 
spellistor baserade på exempelvis det du 
lyssnat på tidigare, vad du gör just nu, och 
tid på dagen  

 1 2 3 4 5 6 7 

n) Det ska vara möjligt att dela nedladdade 
musikfiler med vänner och familj  1 2 3 4 5 6 7 
o) Musiktjänsten ska ha rabattsystem för 
medlemmar   1 2 3 4 5 6 7 
p) Det ska vara möjligt att betala via SMS 

 1 2 3 4 5 6 7 
q) Det ska vara möjligt att betala all ned-
laddad musik via den vanliga telefon- eller 
mobiltelefonräkningen  

 1 2 3 4 5 6 7 
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(Forts. på fråga 9) 
Instämmer Instämmer 
 inte alls helt 

r) Musiktjänsten ska ha ett brett sortiment 
 1 2 3 4 5 6 7 

s) Musiktjänsten ska vara ett varumärke 
som jag kan lita på  1 2 3 4 5 6 7 
t) Musiktjänsten ska sälja sällsynta och 
tidigare outgivna titlar   1 2 3 4 5 6 7 
u) Det ska vara enkelt att söka efter musik 
på musiktjänsten  1 2 3 4 5 6 7 
v) Musiktjänsten ska sälja musikvideos 

 1 2 3 4 5 6 7 
w) Musiktjänsten ska ha gott rykte  

 1 2 3 4 5 6 7 
x) Det ska vara möjligt att betala genom att 
använda en “digital plånbok” som man 
fyller på i förväg  

 1 2 3 4 5 6 7 

y) Musiktjänsten ska ha ett nytt och aktu-
ellt sortiment (inkl. nya artister och musik-
stilar)

 1 2 3 4 5 6 7 

z) Musiktjänsten ska garantera att artister får 
betalt när jag laddar ner deras musik   1 2 3 4 5 6 7 

10. Ange till vilken grad du instämmer  
      i följande påståenden om att använda  
      musiktjänster på Internet:  

Instämmer Instämmer 
 inte alls helt 

a) Jag oroar mig för obehörigt användande 
av mitt kreditkort när jag handlar på Inter-
net

 1 2 3 4 5 6 7 

b) Det är inte mer riskabelt att uppge sitt 
kreditkortsnummer i en Internet-affär än 
att använda kortet i en vanlig affär 

 1 2 3 4 5 6 7 

c) Jag oroar mig för missbruk av mina 
personuppgifter när jag handlar på Internet   1 2 3 4 5 6 7 
d) Dagens priser (ca 9 – 13 kr) för en 
nedladdningsbar låt är för höga  1 2 3 4 5 6 7 
e) Med dagens priser (ca 9 – 13 kr) är en 
nedladdningsbar låt ett bra köp  1 2 3 4 5 6 7 
f) Jag oroar mig för att inte kunna få tillba-
ka mina inköpta, sparade låtar om min 
MP3-spelare eller mobiltelefon skulle 
försvinna eller gå sönder  

 1 2 3 4 5 6 7 

g) Jag oroar mig för att det kan vara något 
fel med den musikfil jag köper   1 2 3 4 5 6 7 
h) Jag oroar mig för att min dator kan bli 
angripen av virus eller spionprogram när 
jag köper musikfiler  

 1 2 3 4 5 6 7 

i) Jag oroar mig för att det blir för krångligt 
och tidsödande att handla en låt på en 
musiktjänst  

 1 2 3 4 5 6 7 

j) Jag oroar mig för avbrott eller andra 
problem i samband med nedladdning av 
inköpta musikfiler 

 1 2 3 4 5 6 7 

k) Jag oroar mig för att råka köpa en låt av 
misstag  1 2 3 4 5 6 7 
l) Det är/verkar besvärligt att behöva ladda 
ner ett speciellt program innan man använ-
der musiktjänsten första gången 

 1 2 3 4 5 6 7 
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11. Hur sannolikt är det att du inom ett år 
kommer att använda följande alternativ för 
att skaffa/lyssna på digital musik (förutsatt 
att dessa tjänster finns tillgängliga i Sveri-
ge)?

 Mycket Mycket 
 osannolikt sannolikt 

a) Betala en engångsavgift för varje låt som 
du laddar ner från ett stort urval av musik 
från många olika skivbolag  

 1 2 3 4 5 6 7 

b) Betala en engångsavgift för varje album
som du laddar ner från ett stort urval av 
musik från många olika skivbolag  

 1 2 3 4 5 6 7 

c) Betala en månatlig avgift för att få till-
gång till ett stort musikbibliotek från många 
olika skivbolag. Du kan lyssna obegränsat, 
men musiken kan inte laddas ner och sparas 
permanent. 

 1 2 3 4 5 6 7 

d) Få gratis tillgång till nedladdningsbar 
musik från några skivbolag i utbyte mot att 
du ger en del information om dig själv och 
lyssnar på reklam i samband med varje 
nerladdning 

 1 2 3 4 5 6 7 

e) Betala en engångsavgift för varje låt som 
du laddar ner direkt från en artists hemsida. 
Artisten, snarare än skivbolaget, skulle 
behålla större delen av inkomsten. 

 1 2 3 4 5 6 7 

12. Vilket är det maximala priset du är 
villig att betala för vart och ett av följande 
alternativ (förutsatt att ljudkvaliteten är 
bra)? Svara genom att skriva priset som du 
kan tänka dig att betala för varje alternativ i 
den högra kolumnen. Om du inte kan 
tänka dig att betala något alls, vänligen skriv 
”0” istället för att lämna raden tom. 
a) En nedladdningsbar musikfil med en 
aktuell hitlåt   __________________ kr. per låt
b) En nedladdningsbar musikfil med en 
äldre låt med en artist som du känner till  

  __________________ kr. per låt
c) En nedladdningsbar musikfil med en ny 
låt med en artist som du inte har hört 
tidigare   __________________ kr. per låt
d) Ett nedladdningsbart, aktuellt album     

  __________________ kr. per album
e) Tillgång till ett stort musikbibliotek på 
Internet där du kan lyssna på så mycket 
musik du vill på din dator och din MP3-
spelare så länge som du prenumererar, men 
där musiken inte kan laddas ner och sparas 
permanent 

  __________________ kr. per månad 
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Bakgrundsinformation 
Till sist skulle vi gärna vilja ha några enkla uppgifter om dig själv. Detta är viktigt för analysen av dina tidiga-
re svar angående musik och musiktjänster på Internet.  

13. Ditt kön 
Man

Kvinna

14. Din ålder  ____________ år 

15. Din utbildning (ange den högsta helt 
      genomförda utbildningen) 

Grundskola, folkskola eller liknande 

2-årigt gymnasium, realskola, folkhögskola eller lik-
nande 

Minst 3-årigt gymnasium eller gymnasieskola 

Universitets- eller högskoleutbildning 

Forskarutbildning 

16. Din huvudsakliga sysselsättning 
Student 

Anställd

Egen företagare 

Pensionär 

Arbetslös 

Annat, nämligen 
__________________________________  

17. Ditt bostadsområde 
Stockholm, Göteborg eller Malmö 

Annan stor kommun (mer än 90 000 invånare) 

Mellanstor kommun (27 000 – 90 000 invånare) 

Liten kommun (mindre än 27 000 invånare) 

Om du vill, ge gärna kommentarer till frågorna och/eller uttryck dina åsikter kring digital musik här! 
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  
........................................................................................................................................................  

*** TACK FÖR DIN MEDVERKAN! *** 

Var snäll och kontrollera att du inte har glömt att svara på någon fråga. Sätt sedan frågeformuläret i bifogat 
svarskuvert och posta det så snart du kan. Inget frimärke behövs! 
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Internet, Media and Music Use  
Please respond to these questions about your Internet, media and music use by checking the box for the 
alternative that best applies to you. (Check one alternative per question/part question.) When asked about 
how often you generally do something, think about a “typical” month in your life.  

1. What type of Internet connection do 
you have at home? (If you have more 
than one, check the one that is used the 
most.) 

Broadband connection (incl. ADSL, SDSL, connec- 
 tion via cable TV, LAN, or 3G net) 

ISDN

“Traditional” dial-up connection with modem  

I don’t have an Internet connection at home 
2. When was the last time you bought or   
ordered products or services via the 
Internet (for personal use)? 

Less than three months ago 

More than three months but less than a year ago 

More than a year ago 

Have never bought or ordered anything via Internet 

3. How often do you generally use (i.e. 
for reading, listening, viewing) each of 
these media?  

Several times About A few times  About  Less  Never 
 per day once per day  per week once per than once  
    week per week  

a) Internet (except web radio) 
b) Web radio  
c) “Ordinary” radio  
d) Public service TV (i.e. SVT’s 
channels) 
e) Commercial TV 
f) Magazines/journals 
g) Newspapers 

4. How often do you generally use each of 
these devices for music listening?   

Several times About  A few times  About  Less  Never 
 per day once per day  per week once per than once  
    week per week  

 a) Portable MP3 player 
 b) Mobile phone 
 c) Computer 

5. How often do you generally use digital 
music files (e.g. MP3) in each of the fol-
lowing ways? (NOTE that response alter-
natives are not the same as in question 4) 

    Less often 
 Weekly or A few times About once than once  
more often per month per month per month Never 

a) Listen to them on the computer 
b) “Burn” CDs 
c) Transfer the files to a portable 
MP3 player 

6. How often do you generally use each  
    of these sources to obtain digital  
    music files?  

    Less often 
 Weekly or A few times About once than once  
more often per month per month per month Never 

a) Transfer (”rip”) CDs into music files  
b) Download from file-sharing networks
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(Question 6, cont.) 
    Less often 
 Weekly or A few times About once than once  
more often per month per month per month Never 

c) Download from music services on the 
Internet (e.g. iTunes, Poplife)
d) Download from artist’s own web site (or 
space at e.g. MySpace)
e) Receive e-mails or instant messages with 
music files attached 
f) Download music for you mobile phone 
(NOT ringtones)

Music Interest and Attitudes 
In this section, you are asked to show the extent to which you agree or disagree to a number of statements 
related to your music interest and attitudes toward music-related issues. If you strongly agree to a statement, 
circle 7. If you strongly disagree to a statement, circle 1. If your feelings are not strong, circle one of the 
numbers between 2 and 6 to properly reflect the actual strength of your feelings. There are no right or wrong 
answers – all we are interested in is a number that best reflects your opinions.  

7. Indicate the extent to which you agree 
to each of the following statements about 
music:

 Strongly Strongly 
 disagree agree 

a) I have a strong interest in music 
 1 2 3 4 5 6 7 

b) I value music as an important part of my 
lifestyle  1 2 3 4 5 6 7 
c) A lot can be said about a person from 
the music he/she owns  1 2 3 4 5 6 7 
d) It is important for me to have music in a 
physical format, such as a CD  1 2 3 4 5 6 7 
e) Owning a record in LP format feels 
more “real” and genuine than storing 
music on the computer

 1 2 3 4 5 6 7 

f) CDs and LPs are just bulky; I prefer to 
store my music as digital files    1 2 3 4 5 6 7 
g) Among my circle of friends, I’m one of 
the “experts” on music  1 2 3 4 5 6 7 
h) I know pretty much about music 

 1 2 3 4 5 6 7 
i) I do not feel very knowledgeable about 
music  1 2 3 4 5 6 7 
j) Compared to most other people, I know 
less about music  1 2 3 4 5 6 7 

8. Indicate the extent to which you agree 
to each of the following statements about 
the music industry and file sharing: 

 Strongly Strongly 
 disagree agree 

a) It is important for me not to violate any 
law when acquiring music  1 2 3 4 5 6 7 
b) File sharing will lead to less music being 
produced as there is no incentive for artists 
to make new music 

 1 2 3 4 5 6 7 

c) File sharing is mostly positive for artists 
as their music is spread to many new 
listeners 

 1 2 3 4 5 6 7 

d) Record labels only have profit in mind 
and do not care at all about what consum-
ers want 

 1 2 3 4 5 6 7 
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 Strongly Strongly 
 disagree                   agree 
e) I would never pay for digital music files 
as long as I can get them for free  1 2 3 4 5 6 7 
f) Artists should no longer expect to make 
money from selling recorded music (i.e. 
records or files) 

 1 2 3 4 5 6 7 

Online Music Services
This part of the questionnaire contains questions about services on the Internet selling digital music (mainly 
in the form of downloadable files). When answering the questions, you should mark the number that best 
reflects your opinions and expectations about such services. 

9. Indicate the extent to which you think 
services on the Internet offering digital 
music should possess the features described 
by each statement. Indicate the extent to 
which you agree with each of the state-
ments, in the same way as you did in 
questions 7 and 8.  

 Strongly Strongly 
 disagree agree 

a) Music files should have guaranteed and 
stable sound quality   1 2 3 4 5 6 7 
b) The service should offer possibility to 
show and/or share play lists with others  1 2 3 4 5 6 7 
c) It should be possible to choose in which 
format (e.g. MP3, WMA, FLAC) the file is 
downloaded  

 1 2 3 4 5 6 7 

d) The service should have a support 
function that is always accessible   1 2 3 4 5 6 7 
e) It should be possible to duplicate pur-
chased music files for personal use without 
limitations

 1 2 3 4 5 6 7 

f) Music files should be compatible with all 
brands of portable players  1 2 3 4 5 6 7 
g) There should be an opportunity to 
sample files before buying   1 2 3 4 5 6 7 
h) The service should offer editorial mate-
rial such as articles and information about 
artists

 1 2 3 4 5 6 7 

i) It should be possible to transfer 
downloaded music files to other devices 
(e.g. portable player, other computer, 
mobile phone) 

 1 2 3 4 5 6 7 

j) The service should have an online com-
munity where you can discuss music with 
other customers/members 

 1 2 3 4 5 6 7 

k) The service should have recommenda-
tion features (i.e. create recommendations 
of other songs/artists based on what you or 
other customers have bought or listened to) 

 1 2 3 4 5 6 7 

l) New record releases and new artists 
should be clearly displayed  1 2 3 4 5 6 7 
m) The service should create customized 
play lists based upon e.g. your previous 
listening experiences, current activity, and 
time of day 

 1 2 3 4 5 6 7 

n) It should be possible to share 
downloaded music files with friends or 
family

 1 2 3 4 5 6 7 

o) The service should offer discount sys-
tems for members  1 2 3 4 5 6 7 
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 Strongly Strongly 
 disagree agree 

p) It should be possible to pay via SMS 
 1 2 3 4 5 6 7 

q) It should be possible to pay all music 
fees via the regular telephone or mobile 
phone bill 

 1 2 3 4 5 6 7 

r) The service should offer a broad selec-
tion  1 2 3 4 5 6 7 
s) The service should be a brand I can trust 

 1 2 3 4 5 6 7 
t) The service should offer rare and previ-
ously unpublished titles  1 2 3 4 5 6 7 
u) Searching for music at the service should 
be easy  1 2 3 4 5 6 7 
v) The service should offer music videos 

 1 2 3 4 5 6 7 
w) The service should have a good reputa-
tion  1 2 3 4 5 6 7 
x) It should be possible to pay using a 
“digital wallet” that you fill up in advance  1 2 3 4 5 6 7 
y) The service should offer a topical selec-
tion of music (incl. new artists and styles)  1 2 3 4 5 6 7 
z) The service should ensure that artists get 
paid when I download their music  1 2 3 4 5 6 7 

10. Indicate the extent to which you agree 
to each of the following statements about 
using online music services:  

 Strongly Strongly 
 disagree agree 

a) I’m worried about unauthorized use of my 
credit card when I shop online   1 2 3 4 5 6 7 
b) Providing credit card information 
through the web is no riskier than using 
the credit card in an offline shop 

 1 2 3 4 5 6 7 

c) I’m worried about misuse of my per-
sonal information when I shop online   1 2 3 4 5 6 7 
d) The current prices (about 9-13:-) of a 
song download are too high  1 2 3 4 5 6 7 
e) At the current prices (~9-13:-), a song 
download is a good buy  1 2 3 4 5 6 7 
f) I’m worried about not being able to 
recover my purchased, saved songs if my 
portable player or mobile phone would be 
lost or malfunction  

 1 2 3 4 5 6 7 

g) I’m worried that there will be something 
wrong with the music file I purchase   1 2 3 4 5 6 7 
h) I’m worried that my computer will get 
infected with viruses or spyware when 
buying music files  

 1 2 3 4 5 6 7 

i) I’m worried that it will be too compli-
cated and time-consuming to purchase a 
song at an online music service 

 1 2 3 4 5 6 7 

j) I’m worried about breakdown or other 
problems in connection to downloading 
purchased music files 

 1 2 3 4 5 6 7 

k) I’m worried that I may purchase a song 
by accident  1 2 3 4 5 6 7 
l) It is/seems cumbersome to have to 
download a particular software before using 
the service the first time  

 1 2 3 4 5 6 7 
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11. How likely are you to use the follow-
ing alternatives to acquire/listen to digital 
music within the next year (provided that 
these services are available in Sweden)? 

 Very Very 
 unlikely likely 

a) Pay a single fee for each track
downloaded from a wide selection of 
music from many different record compa-
nies 

 1 2 3 4 5 6 7 

b) Pay a single fee for each album
downloaded from a wide selection of 
music from many different record  compa-
nies 

 1 2 3 4 5 6 7 

c) Pay a monthly fee to get access to a wide 
music library from many different record 
companies. Listening is unlimited, but 
songs cannot be permanently downloaded 
and stored 

 1 2 3 4 5 6 7 

d) Get free access to downloadable music 
from a few record companies in exchange 
for providing some information about 
yourself and listening to advertising in 
connection to each download 

 1 2 3 4 5 6 7 

e) Pay a single fee for each track
downloaded directly from one artist’s web 
site. The artist, rather than the record 
company, would retain most of the reve-
nue

 1 2 3 4 5 6 7 

12. What is the maximum price you are 
willing to pay for each of the following 
alternatives (given that the sound quality is 
good)? Please answer by writing the price 
you are willing to pay for each alternative 
in the right-hand column. If you would 
not be willing to pay anything at all, please 
write “0” rather than leaving a blank row.   
a) A single downloadable music file with a 
current hit song    __________________ kr. per song
b) A single downloadable music file with 
an older song by an artist you’re familiar 
with   __________________ kr. per song
c) A single downloadable music file with a 
new song by an artist you’ve not heard 
before   __________________ kr. per song
d) A downloadable, current album     

  __________________ kr. per album
e) Access to a wide music library on the 
Internet which allows unlimited listening 
on your computer and portable player as 
long as you subscribe, but where music 
cannot be permanently downloaded and 
stored 

  __________________ kr. per month 
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Background Information 
Finally, we would like you to provide some basic information about yourself. This is important to the analy-
sis of your previous answers regarding music and online music services.  

13. Your gender 
Male

Female

14. Your age  ____________ years 

15. Your education (state the highest 
fully completed level) 

 Comprehensive school (or equivalent) 

 2 years of upper secondary school (or equivalent) 

 At least 3 years of upper secondary school (or equiva-
lent)

University degree 

Licentiate or Ph.D. degree 

16. Your primary occupation 
Student 

Employed  

Owner of business 

Pensioner 

Unemployed 

Other (specify)_____________________________ 

17. Your residential area 
Stockholm, Göteborg or Malmö 

Other large town (more than 90 000 inhabitants) 

Mid-sized town (27 000 – 90 000 inhabitants) 

Small town or village (less than 27 000 inhabitants) 

If you want to, please feel free to give comments to the questions and/or express your opinions about digital 
music here! 

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

........................................................................................................................................................  

*** THANK YOU FOR YOUR PARTICIPATION! *** 

Please check that you haven’t forgotten to answer any question. Then put the questionnaire in the enclosed 
response envelope and mail it as soon as you can. No stamp is needed!  

NOTE: Due to differences in page size, the text of the questionnaire as presented in 
this appendix is smaller than in the original document. Some page breaks also differ.   
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Question
no.

Source Original 
Scale

Adapted Scale Purpose of Ques-
tion

1 SCB (2005); items 
collapsed accord-
ing to SCB’s 
definition of 
broadband 

Multiple
choice, mul-
tiple-
response
(telephone
survey)

Multiple choice, single-
response

Internet use charac-
teristic for segment 
description 

2 SCB (2005) Multiple 
choice, sin-
gle-response
(telephone
survey)

Multiple choice, single-
response

Internet use charac-
teristic for segment 
description 

3 Ipsos Public Af-
fairs (2006) (for-
mulation adapted 
and items col-
lapsed) and input 
from exploratory 
interviews

Multiple
choice, sin-
gle-response
(telephone
survey)

Multiple choice, single-
response. Scale from 
Dufft et al. (2005); re-
sponse alternative 
“Never” added 

Media use charac-
teristic for segment 
description  

4 Molteni & Or-
danini (2003); 
formulation
adapted

Multiple
choice, mul-
tiple-
response

Multiple choice, single-
response. Scale from 
Dufft et al. (2005); same 
as Q3

Music consumption 
characteristic for 
segment description 

5 Molteni & Or-
danini (2003) 

Multiple
choice, mul-
tiple-
response

Multiple choice, single-
response. Scale from 
Dufft et al. (2005). One 
response alternative 
added (“About once per 
month”) as there was a 
large proportion of an-
swers in the “Less often” 
category in Dufft et al.’s 
study 

Digital music con-
sumption character-
istic for segment 
description 

6 Dufft et al. 
(2005); formula-
tion adapted, two 
items collapsed, 
one item omitted 

Multiple
choice, sin-
gle-response

Same scale as Q5 Digital music con-
sumption character-
istic for segment 
description and 
individual character-
istics affecting cus-
tomer value 
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Question
no.

Source Original Scale Adapted 
Scale

Purpose of 
Question 

7 Items a-c Moorthy et al. 
(1997); formulation of 
item b slightly adapted. 
Items d-f derived from 
pilot study. Items g-j 
Flynn & Goldsmith 
(1999)

7-point agreement scale* 
used by Moorthy et al. 
(1997) and Flynn & Gold-
smith (1999). Cronbach’s 
alphas for Moorthy et al.’s 
(1997) original four-item 
scale were 0.81 and 0.83 (for 
two groups of respondents). 
Flynn & Goldsmith (1999) 
report Cronbach’s alphas of 
0.87 - 0.94 for their original 
five-item scale (for different 
product classes). Instructions 
for the questions adapted 
from Parasuraman et al. 
(1988) and Cronin & Taylor 
(1992)

- Music in-
volvement
and music 
knowledge; 
for segment 
description 
and individual 
characteristics
affecting
customer
value

8 Items a-c, e-f derived 
from pilot study. Item d 
from Huang (2005); 
captures a theme from 
pilot study 

Agreement* - Perceived 
fairness of file 
sharing; for 
segment de-
scription and 
use in cus-
tomer value 
model

9 Items c, d, p and x from 
pilot study. Remaining 
items derived from Bux-
mann et al. (2004); Dufft 
et al. (2005); Duncan & 
Fox (2005); Fox (2004); 
IFPI (2005b); Ipsos-
Insight (2005a); Jelassi & 
Enders (2005); Jordan & 
Bolton (2004); Knight 
(2005); Krueger et al. 
(2003); McCourt (2005); 
Peitz & Waelbroeck 
(2006); Voida et al. 
(2005); Walsh et al. 
(2003).

Agreement*. Question for-
mulation/instruction adapted 
from Cronin & Taylor 
(1992)

- Product at-
tributes/ 
features to 
form benefit 
factors for use 
in cluster 
analysis and 
customer
value model 
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Question
no.

Source Original Scale Adapted
Scale

Purpose of 
Question

10 Item a, c Chang et al. (2004). 
Item b adapted from Bhatnagar 
& Ghose (2004b); changed from 
“providing it over the phone to 
an offline vendor” since this type 
of use is not very common in 
Sweden. Item d adapted from 
Buxmann et al. (2004) and Suri 
et al. (2003). Item e adapted 
from Dodds et al. (1991). Items 
f, g, i, l derived from pilot study. 
Item h reversed from IFPI 
(2005b). Item j adapted from 
Dufft et al. (2005). Item k 
adapted from Forsythe et al. 
(2006). 

Bhatnagar & Ghose 
(2004b) 5-point 
agreement; Chang et 
al. (2004) 5-point 
agreement; Dodds et 
al. (1991) 7-point 
agreement; Forsythe et 
al. (2006) 7-point 
agreement; Suri et al. 
(2003) very high/very 
low

Agreement* Risk and cost 
items to form 
sacrifice factors for 
use in cluster 
analysis and cus-
tomer value model

11 Items derived from Fox (2004) 
with input from IFPI (2007) and 
SpiralFrog (2006) on item e. 
Scale adapted from Wood & 
Scheer (1996) 

7-point anchored by 
very unlikely/very 
likely

- Intention to use 
for four types of 
online music 
service models; for 
segment descrip-
tion and use in 
customer value 
model

12 Items a-c from Buxmann et al. 
(2004); formulation adapted. 
Item d and e added to cover 
album and subscription alterna-
tives

Multiple choice, sin-
gle-response

Open-ended 
(cf. Monroe, 
2003) 

Willingness to pay 
for segment de-
scription and use 
in customer value 
model

13 NA NA - 
14 NA Exact age instead of 

age intervals recom-
mended by Ejlertsson 
(1996) 

-
Gender and age: 
demographic data 
for segment de-
scription and 
identification, and 
test for moderat-
ing effects 

15 Ejlertsson (1996); last category 
added

Multiple choice, sin-
gle-response

- Demographic data 
for segment de-
scription and 
identification

16 SCB (2005) Population statistic Multiple 
choice,
single-
response

Demographic data 
for segment de-
scription and 
identification

17 Öhman & Eriksson (2003) Population statistic Multiple 
choice,
single-
response

Demographic data 
for segment de-
scription and 
identification

NA = Not applicable 
*) 7-point Likert-type, anchored by “Strongly disagree” (“Instämmer inte alls”) and “Strongly agree” 
(“Instämmer helt”), as in e.g. Parasuraman et al. (1988). 
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Mars 2007 

Hej!

Jag heter Maria Styvén och är doktorand i industriell marknadsföring vid Luleå tekniska universitet. 
Min forskning handlar om digital musik och musiktjänster på Internet. Detta är ett område där det 
finns ett stort behov av att bättre förstå vad musiklyssnare efterfrågar och hur de skaffar och använ-
der digital musik. Som en del i min avhandling undersöker jag därför svenska konsumenters vanor 
och åsikter om detta aktuella ämne.  

Du är en av de personer som blivit slumpmässigt utvalda att delta i undersökningen. Din adress har 
hämtats från registret Postiad, där Du har angett att Du är intresserad av ”Musik & teknik” och ”IT 
& Internet”. Jag ber Dig att vara vänlig och svara på frågorna i det bifogade formuläret, och sedan 
skicka tillbaka formuläret i det portofria svarskuvertet så snart som möjligt. Enkäten tar 10-15 minu-
ter att besvara, så ta chansen att påverka musikbranschen genom att delta! Inom området digital 
musik och musiktjänster på Internet finns det än så länge inte så mycket forskning från konsumen-
ters perspektiv, vilket gör Din hjälp särskilt värdefull. 

Dina svar kommer att behandlas konfidentiellt! Ditt formulär är anonymt och alla svar data-
behandlas och sammanställs i statistiska tabeller. Det finns alltså ingen möjlighet att identifiera vad 
just Du har svarat.

Det är viktigt för undersökningens kvalitet att de allra flesta som får frågeformuläret svarar. Det är 
också angeläget att Du försöker svara så fullständigt som möjligt på frågorna. Ditt svar kan inte ersät-
tas med någon annans. Resultatet av undersökningen kommer att finnas med i min avhandling, som 
beräknas vara tillgänglig på http://epubl.ltu.se/ i december. 

Tack på förhand för Din medverkan!   

Med vänliga hälsningar 

Maria Styvén 

Industriell marknadsföring och e-handel 
Luleå tekniska universitet 
E-post: Maria.Styven@ltu.se  

Industriell marknadsföring och e-handel 
Luleå tekniska universitet 

 POSTADRESS: SE-971 87 Luleå 
BESÖKSADRESS: Universitetsområdet, Porsön, Luleå 
TELEFON: 0920 49 10 00 TELEFAX: 0920 49 13 99 

HEMSIDA: www.ltu.se  

http://epubl.ltu.se
mailto:Styven@ltu.se
http://www.ltu.se
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March 2007 

Hello!

My name is Maria Styvén and I am a doctoral student in Industrial marketing at Luleå University of 
Technology. My research focuses on digital music and music services on the Internet. This is an 
area in which there is a great need for better understanding of music listeners’ demands and how 
they acquire and use digital music. As a part of my dissertation, I therefore am investigating Swedish 
consumers’ habits and opinions about this topical question. 

You are one of the individuals who have been randomly chosen to participate in the study. Your 
address has been obtained from the Postiad register, where you have indicated that you are inter-
ested in “Music & technology” and “IT & Internet”. I request that you be kind enough to answer 
the questions in the enclosed questionnaire, and then return the questionnaire in the post-free reply 
envelope as soon as possible. The questionnaire takes 10–15 minutes to complete, so take the op-
portunity to influence the music business by participating! There so far is not very much research 
from the perspective of consumers within the area of digital music and music services on the Inter-
net, which makes your help particularly valuable.  

Your response will be treated confidentially! Your questionnaire is anonymous and all replies 
are computerized and summarized in statistical tables. Thus, there is no possibility to identify your 
particular responses. 

It is important for the quality of the study that the vast majority of those who get the questionnaire 
reply. It is also urgent that you try to respond as completely as possible to the questions. Your reply 
cannot be replaced by anyone else’s. The result of the study will be included in my dissertation, 
which is estimated to be available at http://epubl.ltu.se/ in December.  

Thank you in advance for your participation! 

Kind regards, 

Maria Styvén 

Industrial marketing and e-commerce 
Luleå University of Technology 
E-mail: Maria.Styven@ltu.se  

Industrial marketing and e-commerce 
Luleå University of Technology 

 POSTAL ADDRESS: SE-971 87 Luleå 
VISITING ADDRESS: The university area, Porsön, Luleå 
TELEPHONE: 0920 49 10 00 TELEFAX: 0920 49 13 99 

HOMEPAGE: www.ltu.se 

http://epubl.ltu.se
mailto:Styven@ltu.se
http://www.ltu.se
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Table H1: Estimation of Nonresponse Bias – Metric Variables 
Characteristic First

wave
(n=650) 

Second
wave

(n=220) 

Differ-
ence

t value Sig.
(2-tailed)

Age    
40.11 39.25 .86 .951 .342

Music interest  
(summated score of items 7a-7c) 4.86 4.81 .05 .488 .626

Notes: Means are excluding missing values. Valid n is 643 and 642 for the different variables in the 
first wave, and 217 for both variables in the second wave. Due to the unequal sizes of the two 
groups, the reported t value does not assume equal variances (cf. Green & Salkind, 2003).  

Table H2: Estimation of Nonresponse Bias – Nonmetric Variables
Characteristic Response

Categories
First
Wave

(n=650)

Second
Wave

(n=220)

Pearson Chi-
Square

Asymp. Sig. 
(2-tailed)

Male 517 
(512.1)

169 
(173.9)

Gender

Female 128 
(132.9)

50
(45.1)

.891 .345

1 81 
(80.6)

27
(27.4)

2 119 
(123.1)

46
(41.9)

3 196 
(203)

76
(69)

4 244 
(232.8)

68
(79.2)

Education level

5 4 (4.5) 2 (1.5)

3.813 .432

Student 88 
(86.4)

28
(29.6)

Employee 444 
(452.2)

163
(154.8)

Owner of busi-
ness

62
(54.4)

11
(18.6)

Pensioner 12 
(13.4)

6
(4.6)

Unemployed 25 
(23.8)

7
(8.2)

Principal occu-
pation

Other 9 (9.7) 4 (3.3)

5.873 .319

Sthlm, Gbg, 
Malmö 

147
(152.3)

57
(51.7)

Other large town 112 
(110.5)

36
(37.5)

Mid-sized town 196 
(199.3)

71
(67.7)

Residential area 

Small town or 
village

187
(179.9)

54
(61.1)

2.127 .546
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Table H2, cont. 
Characteristic Response

Categories
First
Wave

(n=650)

Second Wave 
(n=220)

Pearson
Chi-Square

Asymp. Sig. 
(2-tailed)

Broadband
connection

577 
(579.8)

199 
(196.2)

ISDN 4 (3.7) 1 (1.3)
Dial-up connec-
tion

47
(46.3)

15
(15.7)

Internet connection 
at home 

No connection 19 (17.2) 4 (5.8)

.925 .819

<3 months ago  485 
(487.5)

168
(165.5)

>3 months-a 
year ago 

85
(86.6)

31
(29.4)

>a year ago 28 
(29.1)

11
(9.9)

Last Internet 
purchase

Never bought 
online

47
(41.8)

9
(14.2)

2.881 .410

Several 
times/day

386
(393.7)

139
(131.3)

About once/day 156 
(150.8)

45
(50.3)

A few 
times/week

60
(58.5)

18
(19.5)

About
once/week

17
(17.3)

6
(5.8)

Less often 16 
(15.0)

4
(5.0)

Internet use 
frequency

Never 13 
(12.8)

4
(4.3)

1.796 .877

Notes: Frequencies and means are excluding missing values. Valid n is between 640 and 648 for the 
different variables in the first wave, and between 216 and 219 in the second wave. Figures in each 
cell in the “First wave” and “Second wave” columns denote the observed value (i.e. the actual 
count) followed by the expected value in brackets. Education level is coded 1-5, from lowest to 
highest education. The description of each level was shown in Table 5.4, p. 99. 
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The formula below was used to calculate the differences between path estimates in the model re-
sults of subgroups.  

Spooled = {[(N1-1)/(N1+N2-2)] x SE1
2 + [(N2-1)/(N1+N2-2)] x SE2

2}

t =  (PC1-PC2) / [Spooled x (1/N1+ 1/N2)]

where   
Spooled  =  pooled estimator for the variance 
t = t-statistic with N1 + N2 - 2 degrees of freedom 
Ni = sample size of group 
SEi = standard error of path in structural model of sample i
PCi = path coefficient (unstandardized) in structural model of sample i
Sources: Hsu et al. (2006); Keil et al. (2000). The latter attribute the procedure to Wynne Chin. 

Critical values for two-tailed t-tests:  
p<.05 = 1.96 
p<.01 = 2.58 

Critical values for one-tailed t-tests:  
p<.05 = 1.645 
p<.01 = 2.326 
p<.001 = 3.09 
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1. As long as I’m a student/have little money and it is possible to download music for free (with-
out taking too large risks), I will honestly keep on doing it.  (Female, 23)

2. (…) physical records [are] important to me since I’m choosy about good sound. I rip from 
records and make my own favourite mixes. I like to have MP3s to check on new unknown 
music, find stuff I like… don’t have to buy just to realize that the album just had 1–2 songs I 
like. I bought more records when I had access to use file sharing. (Male, 30)

3. IF I would buy music in the form of downloadable files, it’s only interesting if it’s FULL qual-
ity (lowest degree of compression) on the MP3 files. Unfortunately, that’s not the case today in 
many places I’ve looked at, which leads to that I rather refrain and buy a CD instead. (Male, 
44)

4. I don’t think that record companies lose as much money as they say on illegally downloaded 
music. If I see to myself as a music collector, it’s important to have original records with my fa-
vourites. I download files with records I already have in vinyl format because it’s more flexible 
to listen to. Music that I find on the Internet with artists that are new to me increases the 
chance that I will buy records legally. Today, it only takes about a month before the record 
companies release a new CD with remixed versions and about another month later, the CD is 
released with bonus tracks and live versions. This decreases the respect for copyrights. It’s far 
too expensive to buy an album digitally – the price should not exceed half the original price, 
preferably not more than 50–70 kr. (Male, 45)

5. I download lots of music, that’s how I find new good bands. If the music is good, I buy the 
CD to benefit the artist. 40% of my CD collection is made up of music by bands I’ve first 
downloaded for free from the net. One wants to benefit the good bands but not the fat com-
panies that only want to sell music with some bad Britney copy. A service where you subscribe 
to a certain catalogue with possibility to download is the only service I would consider paying 
for. (Male, 35)

6. I’m an ex-professional musician myself, connected to STIM and have a large number of pub-
lished and STIM:ed songs. Maybe not representative but think that musicians and composers 
risk losing control over their material in this “brave new world”. Unfortunately, no an-
swer/solution, but you can’t stop the development so…? (Male, 45)

7. As long as digital music cannot be downloaded and saved permanently with sustained sound 
quality (other format than MP3), it will be less attractive to pay for service, song, album, or 
monthly fee. Because if you’re buying music via the Internet, I as a customer should be able to 
copy the music freely between my own “burned” CD records. For that reason a “music li-
brary” on the Internet becomes uninteresting if the material cannot be downloaded and burned 
to an optional media (CD, DVD). File sharing will go on as long as prices are at today’s level. 
The artist should of course have his/her share. But there are too much “profit interests” from 
several others. If you knew that, e.g., a fee went unreduced to an artist and I in turn could buy 
one or more songs from an artist’s home page, with unchanged (high) sound quality (as a CD) 
and also can save them permanently, this procedure would be interesting. Otherwise it will be 
file sharing that keeps on existing (to, among others, several artists’ resistance). My CD owner-
ship today, both burned and bought, includes more than 5000 pcs! (Male, 47)
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8. The record labels take far too much money from the artists. If I want to support a band finan-
cially, I go to concerts and buy their merchandise. If I find an album that deserves to be 
bought, I’ll buy it. File sharing is an excellent way of finding these albums. Am proud over my 
CD collection, which I prefer to keep in physical form. Can consider paying for separate digital 
songs but the albums should be “for real”. Fun, interesting, and current survey. Reminds of my 
B-level thesis, although several times better. (Male, 22)

9. Digital music is the future. I think that the idea of a large music library seems interesting and 
would like to try something like that concretely. Today, the downloadable music is far too ex-
pensive anyway! (Male, 19)

10. Listen to music a lot. Rather prefer the LP record as a media as I place high demands on sound 
quality and this is superior to digital media over the Internet. Preferably buy LP records (new 
and used). It’s just in the recent years that the CD record is starting to become good. 
Download artists to check if it’s worth listening to, thereafter buy LP or CD. (Male, 48)

11. Personally, I shun all music services as the plague. If you have enough technical knowledge, 
you can find everything for free. I have no moral scruples when it comes to violations of a 
copyright legislation that I perceive as outdated. File sharing has broadened my mind. How 
would I have discovered all obscure Japanese DJs otherwise? Good luck with your thesis! 
(Male, 40)

12. I’m an artist myself and think it’s bad that it works as it does today with all downloading. OK 
that the music is spread but what good is that when you don’t get a krona paid for the work 
you’ve put in. I download music myself so I don’t practice what I preach but that’s how it al-
ways is.  This thing with downloading results in that labels are afraid to invest in new talents, 
which is a pity. (Male, 27)

13. Music is everywhere today and is always accessible. When I grew up, there was only 10-i-topp
and Kvällstoppen, which was equivalent to about 2 hours “pop music” per week. Then, it was 
important to buy LP records so you could listen whenever you wanted. The supply was signifi-
cantly smaller. Today, music is always played on the radio, TV and over the Internet. The 
need to buy records hardly exists anymore. The time has past when you could release a record 
with one good song and ten fill-up songs. I have lots of examples of that in my record collec-
tion. Therefore, downloading the songs you like and want to hear several times is a good alter-
native. But I must be able to save them and be able to listen to them in other places, e.g., in 
the car. Good luck with your study! (Male, 53)

14. Comment to question 10: the reason why there are many “ones” on this question is that I’ve 
never downloaded music from the net. Personally, I’m more interested in music than the aver-
age Swede (I would believe) but what’s worse, I have a very small interest in modern technol-
ogy, including downloading music from the net. Rather buy a vinyl or CD record than sit by 
the computer. On the other hand, I can think that the prices can be very high on “regular” re-
cords and can therefore understand why many, who have the interest, choose to download il-
legally from the net. I also think that the artists must be paid for their work in one way or the 
other and that a good system therefore is needed that primarily benefits the artist and not the 
consumer or record companies. Good luck with the study! (Female, 27)

15. (…) Don’t see myself as a thief at all when I copy music. I buy, too. (Male, 40)

16. The music I download is stuff that is unavailable (bootlegs) and music that I wouldn’t buy 
otherwise. So the record industry is not losing any money because of me. (Male, 45)
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17. Digital music is quite OK, as long as the artist gets paid. It’s absolutely not OK to download 
files without paying and copy to friends and so on. This is theft! (Male, 38)

18. On question 12 [i.e. WTP] I stated 0 SEK as I’m not going to use the services in the near 
future at least. If I would start using the services, I would of course pay a price that seems fair 
to me. I prefer listening to CDs, DVDs, or radio (LP records sometimes). It’s probably a “mat-
ter of generation”. (Male, 56)

19. To me, it feels a bit strange to pay for something that you could get for free. Possibly, I could 
pay for a song that I haven’t been able to find anywhere else. (Female, 24)

20. It’s important with “individualized” information on music services, such as www.last.fm, 
where my music taste is matched toward other users with similar taste. In that way you find 
new interesting artists. Also important that any search function is intelligently designed as many 
Internet-based music stores, e.g. iTunes, are not sorting the search hits particularly well. That 
makes it difficult to find the right things. The assortment could really be developed in many 
services. (Female, 27)

21. A music library would be a good alternative to listen to on the computer. Would never con-
sider buying music files, i.e. single songs. Buy the record if I find the music interesting. Think 
that file sharing is a good way for artists to spread their music. In addition, I think that the 
popular radio today is prevailing, but that the music is one-sided. (…) (Male, 45)

22. Professional musician. Think that the questions are formulated from a popular music perspec-
tive! Believe that music listening works very differently for those who listen to, e.g., classical 
music or jazz. (Male, 49)

23. Wrong person to send this questionnaire to; have never been interested in music. (Male, 37)

24. There should be some kind of game card, in this case music card that you can buy in different 
stores. The music card should include different values, e.g., points that you can use to buy 
songs/albums via the Internet. Then it would become more secure for those who are critical 
toward payment online. (Male, 46)

25. Digital music – MP3 files – is not interesting in my life. Don’t own an MP3 player and don’t 
know how I would have any use of such a player. If my work and commuting situation was 
different, I might be more interested. Today, I commute by car to work and listen to ra-
dio/CD in the car. If I would commute by bus or train, I would probably gladly listen to mu-
sic in MP3 format. (Male, 50)

26. If the music was cheaper and easier to download, more people would do it, so it’s not at all 
sure that either the record labels’ or the artists’ revenue would decrease. (Male, 41)

27. About question 9: I also think it’s important that the music service can offer older songs, and 
by that I mean from the 50s, 60s and 70s. There’s a big music treasure there. About question 
12D: the price should also include the information that normally comes with a CD album. 
12E: Also here, I want a lot of information that normally comes with CD albums. (Female, 
54)

http://www.last.fm
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28. I feel that Internet in all its forms leads to alienating people from being together and replace it 
with “parallel seeing” – that is, people are “parallel”-staring at screens instead of at each other. 
Before, at least you used to go to the record store and see people. Now we’re looking at the 
screen! Enriching, isn’t it? (Male, 60) [This respondent also drew a picture to illustrate what he 
means by a “shielded environment”.] 

29. [Uses large memory card for mobile phone for music and book listening] I hope that this ser-
vice will be launched where you can buy cheap music files. (Male, 58)

30. Discount systems for quality of audio files, that is, at a lower quality you would buy a song for 
1.50 SEK and the highest quality around 10 SEK. (Male, 47)

31. Presently, I’d rather buy CDs in Internet stores than download. The physical storage medium 
feels more valuable [value for money] than just the files. It should be added that I seldom buy 
“new” music; the music I buy is on LP or CD. For me to consider buying “only” files, the 
price would have to be really low, max. 2 SEK/piece for older music; this would mean the 
same price as a sale on Ginza for example. (Male, 40)

32. Too expensive today. Too complicated with files that have to be saved besides the music file. 
Not possible to transfer the song between different media = really poor. (Male, 35)

33. I think that it should become legal to download as much music/movies etc that you want to, 
for free. Anyway, there are an incredible number who already do this illegally. Then you could 
just as well make it legal because no one gets caught for downloading illegally. And how are 
you supposed to prove whether you’ve paid for the music or not? (Female, 17)

34. (…) Often, the quality is worse on MP3 than the old cassettes, which probably is because the 
sound could be controlled during the recording of cassettes, which cannot be done with MP3 
files. Question 8: The artists should of course get paid. However, perhaps the record compa-
nies have survived themselves, by selling an old-fashioned product at a too high price. A music 
site that guarantees reasonable revenue for the artist I believe would be an excellent way of dis-
tribution. (Male, 51)

35. I think that the record companies should have been more alert in the beginning with the 
Internet; then we would probably not have had the problem of illegal file sharing today (re-
garding music). Good luck. (Male, 47)

36. Per Gessle, Bert Karlsson, all record label managers, etc., now have to realize that they have 
played their part. The average Swede is not interested in feeding them with big amounts for 
every album they sell. In addition, everybody’s tired of their manners to mainstream the music 
today. Every new hit (?!) is pushed out in all radio channels 15–25 times per day and channel, 
everything that is older than four months is regarded as “out” and is no longer available for 
purchase. P2P networks are here to stay as long as fat Americans try to fleece everyone that 
want to purchase music. P2P has even become something of a popular movement. Everything 
started when the CD record was launched and it cost more than a LP, which was only sup-
posed to last initially. *laughing out loud* We could all figure out that it [the price of a CD] 
was not supposed to go down but rather up. That Thomas Bodström [Sweden’s former minis-
ter of justice] also was a henchman for big brother USA and the cringing Swedes at the public 
prosecution authority, etc., let USA decide and not have to obey Swedish law has just made 
everyone even more angry and even less inclined to send money to already fat managers. Look 
at the info about the seizure at Pirate Bay; that by itself makes it difficult for me to buy a USA 
record. (Male, 37)
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37. I would pay more per song/album if I for example was giving a part of the money to SNF (the 
Swedish Society for Nature Conservation), BRIS, WWF, or some other charity. Climate re-
search, for example! (Female, 36)

38. I would rarely download music if the price of a CD in the store was max. 90:-. I prefer the 
quality of a real CD over compressed MP3. I very rarely download in MP3 format, FLAC is 
what I prefer. But the supply of FLAC is catastrophically small. What would make me go is a 
site with FLAC format, 5 SEK/song = about 50/album (10 songs), that is about 40:- less than 
what I above think that a CD should cost, as I don’t get the case along with the downloads. 
But perhaps it would even be possible to download, from the FLAC site, a cover (the inner 
sleeve) in good quality for about 10:-. Good idea, I think.  (Male, 37)

39. Digital media are far too sensitive to hardware and software defects. Access to song lyrics and 
information about the album is what I pay for when buying a physical LP/CD. I miss this 
when buying MP3s. (Male, 39)

40. In fact, I’m not that pro illegal downloading of music. The problem is that it’s so simple. Music 
is very important to me; I would like to say that I buy albums with my favourite artists rather 
than downloading them, but often that is unfortunately not the case. A person who has CD al-
bums in the CD rack instead of in the computer becomes more interesting. Since downloading 
music is simple and usually free, some artists and songs you like become watered down. Every-
thing becomes mainstream because you download all possible stuff, music that you really like 
but also music that just “works”. The music in someone’s computer doesn’t say much about 
that person. The music should be priced to reflect its character and to get variation of music 
among different users. (Male, 21)

41. 10b – complicated with not-statements. 12 – I don’t buy music on the net, so it’s difficult to 
set a sum. A few kronor, not more, for me to start buying. Really fun to get a questionnaire to 
fill in as I’ve just done a methodology course with a quantitative part, and get to see how they 
(the questionnaires) are constructed. Fun! Good luck with your thesis! (Female, 26)

42. Music should be analogue or live. (Male, 49)

43. Good that the study is done and hopefully the record companies will listen eventually and 
maybe lower the prices so that the big masses start to buy music. Then the record companies 
would make more money as they have very low expenses when distributing digital music. 
(Male, 24)

44. Often, the sound quality is too poor below 192 kb. (Male, 50)

45. When buying music on the Internet there should be alternatives to save permanently AND to 
be able to listen for a limited time, for example two months. New artists are favoured if you 
can listen before purchase. (…) (Male, 35)

46. I think that digital music should be cheap and easily accessible. It’s a good alternative to CD 
records and the like as you save space and it’s easier to find what you’re looking for. (Female, 
16)

47. ( …) music library where you only can listen and not save the music. That sucks; you can just 
as well listen to the radio (…). (Male, 49)
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48. (…) I would like to see the role of record companies being diminished while the artists would 
still get fair payment. That is, get rid of expensive marketing and distribution. Right now I 
don’t pay for any music at all, but if the price per song was a krona or two, of which about 
75% would go directly to the artist, I think it would be cheap enough for the “big masses” to 
shop and the artists would even increase their profits. That would of course not be appreciated 
by the outdated record companies. As it is now I don’t feel any moral obligation to stop 
downloading music. (Male, 27)

49. I don’t want to pay for production/advertising or anything else than the music itself. The per-
son who has done the music (lyrics + music) should have 80–90% of the revenues on digital 
files. Who sells them or how is less important. Why would I pay to get the music I’m familiar 
with and know about – then I mean advertising/PR and the like? It’s the music that’s impor-
tant! (Male, 41)

50. I definitely think that artists should get paid for the music they create, but from what I’ve seen 
so far, the services that are available for single-fee downloading are far too poor. The selection 
is not sufficient for my needs, the price is far too high, and I am hesitant about whether the art-
ist actually gets anything at all from the money that’s paid [to the service]. Further, the existing 
services seem to be locked to the brand of the MP3 players (iPod for example) and that’s not 
good either. As long as the supply is larger and the possibilities better for me to obtain the mu-
sic for free, I will – sad but true – keep on downloading music “illegally”. However, I am one 
of the people who prefer to have the music in “physical” format. I download music to listen if 
there’s something I like; if I do, I will also buy the CD. (Female, 25)

51. Just want to say that artists make money on their concerts; what difference does it then make if 
you download them “illegally”. As I see it, artists become most famous by people who 
download them that way. Don’t think the artists need to sulk; they still get more than enough. 
(Male, 38)

52. MP3 still seems like the best format. Both Apple (iPod) and Microsoft (Zune) are violating the 
competition legislation with their formats that are locked to their platforms. (Male, 40)

53. I would like to pay for music I like. That is, download the music for free. If I think the music 
is good, I’ll pay the artist afterwards. There is an incredible amount of garbage music and music 
that is constantly played on the radio, e.g. Rix FM.  I won’t pay an öre for this music. (Male,
39)

54. The current price of MP3 is too high. At a lower price the “free of charge market” would 
decrease. If you consider that the distribution is very simple, no covers to be printed and 
packed, the price could be lower. If you look at the music business and how they price e.g. 
Rod Stewart’s “Love songs” or similar with 189 kr for old “stale stuff”, you cannot be enticed 
to believe that one should feel sorry for artists (who already have been paid several times for 
the same work). INTERESTING QUESTIONNAIRE! (Male, 57)

55. We download and buy from [online music service]. But one thing we were very disappointed 
with is that when we had downloaded the song and “bought it”, it was only possible to copy it 
from the computer about 5 times. (…) (Male, 50)
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56. I don’t prefer physical media because I’m searching for some kind of “authenticity feeling” but 
because I haven’t been spending tens of thousands of kronor on my stereo to play MP3s on it. 
I see music files as a way of test listening and find new artists. To be able to find a CD or 12” 
with them can certainly be a project – but that’s how it always been (I’m 37). Everyone I 
know with large shares [on P2P networks] also have very extensive physical record collections. 
As we used to call it when the old man was young: “information wants to be free”. (Male, 37)

57. The digital music is here to stay. One should pay a reasonable amount for music one likes, stuff 
one downloads but that’s no good I won’t pay anything for, but I gladly pay for music I think 
is good. A lot of music I download is so old that it’s usually not available for purchase on CD. 
(Male, 46)

58. “Music files” are something digital and have no so-called costs for material; therefore I can 
never consider paying a similar amount for a digital album and record album. (Male, 20)

59. A couple of years ago I downloaded music from the Internet a couple of times per week, but 
after all discussions about whether it was legal or not I completely gave up this. Perhaps was a 
bit afraid of possible consequences. Have now returned to only buying records with the music 
one wants. MP3 players and music mobiles still feel new to me. Seems a bit complicated as 
well. If you are to download music, a lot of knowledge is required and I don’t feel like getting 
involved in that! (Female, 27)

60. I have for about 25 years been buying music regularly and have since it became possible to 
share files broadened my music taste and also bought more music in CD format than I would 
have if I had only had the possibility to hear new music on the radio. (Male, 58)

61. The prices that you would “consider” paying depends on whether there are alternatives to 
download for free or not. If there is, like today, the “laziness” will take over and then you of-
ten don’t want to pay anything at all – except in certain cases when you know that it goes di-
rectly to the artist – for example from an artist’s own homepage. (Male, 35)

62. It’s worthless with so-called code keys when you lose what you’ve bought in case of reinstalla-
tion or computer crash. (Male, 46)

63. The only way to stop pirate downloading is to make it as difficult as possible for ordinary peo-
ple to download music, film, etc., because there’s no way of stopping us experts in this area. 
Before Napster and other file-sharing programs, we were sitting on closed ftp servers, mIRC, 
and so on. (Male, 34)

64. I would never pay for sampling music. Downloading music from others is precisely that. Either 
you create an interest in the artist and buy records of him/her (t-shirts, posters, concert tickets, 
etc.) or you don’t and then there’s nothing you want to pay for. People pay for things they can 
display, things that define their identity. Not an electronic file. The problems record companies 
are seeing are likely due to the fact that most people’s music interest is larger than their wallets. 
That doesn’t make me buy fewer records; in my case it’s the opposite, and of good taste, too. 
(Male, 24)

65. I don’t use any service today where you purchase music from the Internet. I don’t know where 
to turn to. More advertising would probably make more people use that kind of services. 
(Male, 22)
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66. File sharing with e.g. DC++ is convenient but gives me a bit of a guilty conscience; I want the 
artists to get paid. However the current prices are far too high. Also want to stress that I would 
not buy more records even if it would become impossible to file-share. I buy the records I 
really want and use file sharing more for sampling stuff that I wouldn’t buy without listening, 
and also to get music that you’re just “half interested” in and never would buy anyway. (Fe-
male, 26)

67. OPEN FORMATS! WMA, Real Media, qt etc are no options. Same thing with stiff services 
such as iTunes etc. (Male, 35)

68. The new technology is quite wonderful! Music is very important and the Internet and media 
are excellent ways of spreading it. (Female, 17)



APPENDIX K: BIVARIATE CORRELATIONS BETWEEN BENEFITS/SACRIFICES

AND INDIVIDUAL CHARACTERISTICS

K1

The three following tables (K1-K3) show bivariate correlations between the benefits and sacrifices 
variables and the respondents’ individual characteristics in terms of demographics, perceived fairness 
of file sharing, music involvement and knowledge, and frequency of product use. With the excep-
tion of Fundamental Functions, which is tested as three items separately, and Price, which consists 
of one item (x10d), all benefits and sacrifices shown in the tables are the summated scores of the 
variables used in the cluster analysis (see Chapter Six, p. 158). 

Table K1: Correlations between Demographic Characteristics and Benefits/Sacrifices 
Benefit/Sacrifice Gender Age Education

Easy search .010 (n.s.) -.118** .075*
Broad selection .033 (n.s.) -.098** .052 (n.s.)

Fundamental Func-
tions

Guaranteed & stable sound quality -.139** .030 (n.s.) .062 (n.s.)
Flexibility in Use -.013

(n.s.)
-.112** .083*

Intangibles (Brand & Reputation) .075* -.005 
(n.s.)

-.063 (n.s.)

Payment Methods .047 (n.s.) -.040 
(n.s.)

-.080*

Extra Features .039 (n.s.) -.138** -.097**
Price (x10d) -.103** -.095** -.001 (n.s.)
Privacy Risk .084* .139** -.110**
Performance Risk .205** .019 (n.s.) -.142**

Pearson correlation 
**) Significant at p<.01; *) Significant at p<.05, n.s.) Non-significant (p>.05) (two-tailed) 

Table K2: Correlations between Attitudinal Characteristics and Benefits/Sacrifices 
Benefit/Sacrifice Perceived 

Effect of 
File Shar-

ing on 
Artists 
(x8c)

View of 
Digital

Music as 
Free

Music 
Involve-

ment

Music 
Know-
ledge

Easy search .206** .014 (n.s.) .158** .114**
Broad selection .222** .000 (n.s.) .204** .161**

Fundamental 
Functions 

Guaranteed & stable 
sound quality 

.180** -.098** .103** .127**

Flexibility in Use .302** .055 (n.s.) .180** .139**
Intangibles (Brand & Reputation) .131** -.014 (n.s.) .143** .069*
Payment Methods .075* .093** .049 (n.s.) .050 (n.s)
Extra Features .203** .113** .166** .168**
Price (x10d) .255** .201** .092** .120**
Privacy Risk -.054 (n.s.) .021 (n.s.) -.068* -.135**
Performance Risk -.124** .133** -.044 (n.s.) -.123**

Pearson correlation 
**) Significant at p<.01; *) Significant at p<.05; n.s.) Non-significant (p>.05) (two-tailed) 
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Table K3: Correlations between Product Use and Benefits/Sacrifices 
Benefit/Sacrifice Frequency of Down-

loading
Frequency of Using 
 Digital Music Files

From
P2P 

Networks

From
Online
Music 

Services 

Listen to 
Files on 
Com-
puter

Burn 
Files to 
CDs 

Transfer
Files to 
Portable 
Player

Easy search .135** .045 (n.s.) .187** .119** .096**
Broad selec-
tion

.149** .063 (n.s.) .205** .158** .153**
Funda-
mental
Functions 

Guaranteed 
& stable 
sound quality 

.075* -.003 (n.s.) .156** .088** .060 (n.s.)

Flexibility in Use .201** .042 (n.s.) .258** .198** .216**
Intangibles (Brand & Repu-
tation)

-.034 (n.s.) .061 (n.s.) .053 (n.s.) .063 (n.s.) .001 (n.s.)

Payment Methods .070* .033 (n.s.) .053 (n.s.) .136** .032 (n.s.)
Extra Features .152** .043 (n.s.) .113** .095** .078*
Price (x10d) .272** .042 (n.s.) .238** .179** .149**
Privacy Risk -.218** -.037 (n.s.) -.235** -.124** -.175**
Performance Risk -.180** -.037 (n.s.) -.225** -.136** -.164**

Pearson correlation 
**) Significant at p<.01; *) Significant at p<.05; n.s.) Non-significant (p>.05) (two-tailed) 
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AND OTHER CHARACTERISTICS

L1

The table below shows bivariate correlations between the frequency of downloading from P2P 
networks and online music services, and other demographic, attitudinal, and behavioural character-
istics of consumers. 

Frequency of Downloading 
from P2P Networks 

Frequency of Downloading 
from Online Music Services 

Gender -.036 (n.s.) .111**
Age -.343** -.176**
Education .002 (n.s.) .035 (n.s.)
Listen to files on com-
puter 

.591** .251**

Burn files to CD .489** .187**
Transfer files to portable 
player 

.448** .268**

Music involvement .190** .113**
Music knowledge .191** .059 (n.s.)
Perceived effect of file 
sharing on artists (x8c) 

.295** .036 (n.s.)

View of digital music as 
free

.221** -.032 (n.s.)

Customer value (x10e) -.280** -.012 (n.s.)
Intention to use pay-
per-download service 

-.051 (n.s.) .218**

WTP for single 
download 

-.164** .075*

Spearman’s rho was used for the correlations with gender, education, and product use variables (i.e. 
nominal – ordinal and ordinal – ordinal correlations). Pearson correlation was used for all other 
correlations (cf. de Vaus, 2002; Hair et al., 2007). 
**) Significant at p<.01; *) Significant at p<.05; n.s.) Non-significant (p>.05) (two-tailed) 

Note: the correlation between P2P network use and online music service use is .204 (Spearman’s 
rho, p<.001).






