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Preface

The Academy of Marketing Science was founded in 1971, held its first Annual
Conference in 1977, and has grown and prospered ever since. The relevancy of the
Academy’s mission and activities to our chosen target market of the marketing pro-
fessorate has been a key factor in attracting the discipline’s best and brightest from
all over the world.

The revised Articles of Association of the Academy, approved by the Board of

Governors in the spring of 1984, and by the general membership in the fall of that
year, define the mission of the Academy as follows:

1.

Provide leadership in exploring the normative boundaries of marketing, while
simultaneously seeking new ways of bringing theory and practice into practi-
cable conjunction.

Further the science of marketing throughout the world by promoting the con-
duct of research and the dissemination of research results.

. Provide a forum for the study and improvement of marketing as an economic,

ethical, social, and political force and process.

. Furnish, as appropriate and available, material and other resources for the solu-

tion of marketing problems, which confront particular firms and industries, on
the one hand, and society at large on the other.

. Provide publishing media and facilities for fellows of the Academy and reviewer

assistance on the fellows’ scholarly activities.

Sponsor one or more annual conferences to enable the fellows of the Academy
to present research results, to learn by listening to other presentations and
through interaction with other fellows and guests, to avail themselves of the
placement process, to conduct discussion with book editors, and to exchange
other relevant information.

Assist fellows in the better utilization of their professional marketing talents
through redirection, reassignment, and relocation.

. Provide educator fellows with insights and suck resources as may be available

to aid them in the development of improved teaching methods, materials,
devices, and directions.



X Preface

9. Seek means for establishing student scholarships and professional university
chairs in the field of marketing.
10. Offer Fellow of the Academy status to business and institutional executives and
organizations.
11. Modify the Academy’s purpose and direction as the influence of time and
appropriate constructive forces may dictate.

Elon, NC Kacy K. Kim
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Luxury and Social Comparisons



Is It Beneficial for Luxury Brands to Embrace
CSR Practices?

Sihem Dekhili and Mohamed AKkli Achabou

Abstract Despite the strong “ethical ethos” that appears to govern business today,
recent studies have questioned the usefulness of using the environmental argument
in the luxury sector. Adopting a qualitative methodology involving 39 French con-
sumers, our paper identifies five reasons why luxury managers may be reluctant to
promote sustainable development, i.e., the perception of the low environmental
impact of the luxury industry, socially related benefits, the gap between the universe
of luxury products and that of sustainable development, a negative impact of eco-
logical criteria when included in luxury items, and the many selection criteria that
come into play when purchasing luxury products. We end our paper with some
recommendations for responsible corporate communication.

Keywords Consumers ¢ Ecology ¢ Luxury ¢ Perceived quality ¢ Sustainable
development

Introduction

The question of the compatibility between luxury and sustainable development has
aroused the interest of numerous management scholars in the last 5 years (Achabou
and Dekhili 2013; Carrigan et al. 2013; Cervellon and Shammas 2013; Kapferer
2010), largely due to the increasing number of socially responsible actions adopted
by luxury brands. In fact, luxury brands began taking sustainability into account at
the beginning of the twenty-first century but, given the culture of secrecy that has
always been a feature of the luxury market (Carrigan et al. 2013), chose not to pro-
vide much information on the subject (Kapferer 2010). Today, the situation is chang-
ing to some extent as several luxury brands have decided to communicate their
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sustainable development policies more widely, notably in detailed reports (Kapferer
and Michaut-Denizeau 2013). This has come in response to the many criticisms lev-
eled against the luxury sector, accused of not embracing social and environmental
challenges as key aspects of their strategy (Carrigan et al. 2013) and the fact that the
sector is associated with the idea of wasting resources for the pleasure of a fleeting
happiness (Kapferer 2010). The trend is also dictated by the wish to avoid potential
harm to their reputation, something that is more of an issue for luxury firms than
other sectors of activity (Bendell and Kleanthous 2007). In effect, several luxury
brands have been the target of negative publicity campaigns in recent years, forcing
them to react: Gucci was accused of mistreating its employees in its shops in
Shenzhen, while the Prada and Dolce & Gabbana brands were accused of exploiting
Chinese immigrants in their factories in Tuscany (Janssen et al. 2014). In addition,
luxury brands can no longer rely simply on their brand name or on the quality and
rarity of their products to meet the demands of consumers, as the latter is increas-
ingly sensitive to environmental and social issues (Kim and Ko 2012). Indeed, lux-
ury consumers now want more than just quality and demand greater environmental
and social accountability (Lochard and Murat 2011). Sustainable development is
thus a new imperative for luxury consumers, especially as the price allows them to
be far more demanding than in other sectors (Achabou and Dekhili 2013).

However, some studies (Bendell and Kleanthous 2007) have argued that the
direct impact of luxury on the environment is less important than in other sectors.
Luxury appears to be criticized not so much for its considerable impact on the
world’s resources, but rather because of its high visibility, its strong symbolic value,
and its enormous power, which is far greater than its real economic power (Kapferer
2010). In addition, findings from a recent study on recycling practices (Achabou
and Dekhili 2013) lend support to the apparent mismatch between sustainable prac-
tices and luxury products, highlighting the contradiction between luxury and sus-
tainable development.

There is, thus, a lack of consensus in the literature on the utility of adopting sus-
tainable practices in the luxury industry, despite its importance for managers in the
sector. Our study therefore proposes to determine in which manner CSR activities
are beneficial (or not) to luxury brands. To gain clearer insights into the matter, the
paper has been divided into three parts: (a) the first part examines the reasons that
incite luxury brands to adopt a sustainable development position, exploring the
potential incompatibility between luxury and sustainable development; (b) in the
second part, we identify the inconvenient of CSR practices in the case of luxury;
and (c) we then set out recommendations for managers to help them to better deploy
the sustainable argument in the case of luxury products.

The Sustainable Commitment of Luxury Brands: A Key
Strategy

Despite the economic crisis that has affected the global economy in recent years the
luxury sector has continued to boom (Carrigan et al. 2013). Its high profits and VIP
and celebrity consumers have put it very much in the public eye (Kapferer 2010). In
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particular, the behavior of luxury firms in terms of social and environmental respon-
sibility (Carrigan et al. 2013) has been strongly criticized by sustainable develop-
ment activists (Kapferer and Michaut-Denizeau 2013). One of the main criticisms
concerns the use of animal-sourced products and cruelty to animals arising from
industrial breeding practices. Luxury also encourages the development of illegal
activities, such as the sale of ivory, for example (Bendell and Kleanthous 2007).
Critics have also pointed to employees’ working conditions, in particular, damage to
their health as a result of unregulated pesticide use in cotton production, child labor,
and polluting production methods in countries where the raw materials are extracted
(Kapferer and Michaut-Denizeau 2013). Luxury brands are also accused of fostering
social inequality between the rich and poor (Kleanthous 2011), the over-indebted-
ness of some consumers and digital manipulation of photos' (Carrigan et al. 2013).

In addition to these criticisms, luxury brands need to meet the requirements of an
increasingly educated luxury consumer elite with greater sensitivity to environmen-
tal and social issues. Today, these consumers attach considerable importance to a
brand’s integrity (Brunel and Pouliquen 2009) and use luxury brands not only to
signal their identity and their individual values, but also to reflect their concerns and
aspirations for a better world (Bendell and Kleanthous 2007). Many consider that
luxury brands should use some of their high profits to finance environmental and
social projects (Cervellon and Shammas 2013).

In the face of these criticisms and to address the demands of their stakeholders,
especially consumers, more and more luxury brands include CSR in their mission
statements, aims, and strategies (Cervellon and Shammas 2013). Some have made
sustainability their new business model (e.g., Stella McCartney, Katherine Hamnett),
while others have incorporated it at different stages of their value chain (e.g.,
Porsche, LVMH), or have opted to contribute to humanitarian and/or environmental
causes (e.g., Armani and Unicef, Vuitton, and the Climate project) (Cervellon 2013).
Brands have increasingly adopted environmentally friendly policies, e.g., Tanneries
de la Comete (LVMH) that use vegetable extracts in the leather tanning process,
Kering/PPR products, such as Gucci or Sergio Rossi, that use packaging made from
recycled materials, or Porsche that manufactures its cars with 85 % of wholly recy-
cled materials. Subsequent to the number and scope of sustainable actions adopted
by luxury brands, recent research (Achabou and Dekhili 2013) has explored the
relevance of adopting certain responsible practices, particularly recycling, calling
into question the compatibility of luxury and sustainable development.

Issue of Compatibility between Luxury and Sustainable
Development

Luxury seems to be associated with certain qualifiers (ostentation, superficiality,
addiction) that are different from those linked to sustainable development (wisdom,
ethics, and moderation) (Widloecher 2010). It is also identified with the irrational,

'Brands often use very thin models, considered as “the norm” by some consumers and leading to
public health issues (eating disorders among women).
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superfluous, excess and social inequality (Cervellon 2013; Janssen et al. 2014;
Kapferer 2010).

At the same time, some authors (Cervellon and Shammas 2013; Hennigs et al.
2013; Janssen et al. 2014) have highlighted specific aspects of luxury products that
are inline with sustainable development principles. In effect, luxury brands are the
antithesis of short-cycle fashion insofar as consumers display strong attachment to
the products they buy (Carrigan et al. 2013). Their production in small series is less
of a threat to the planet’s resources than mass produced products (Kapferer 2010).
In addition, the quality and attention to detail make the products more resistant, with
the result that their financial value increases over time. Unlike the fashion industry
which adopts a short-cycle strategy and programmed obsolescence, luxury adopts a
long-term perspective and sustainability is one of its core values (Janssen et al.
2014; Kapferer 2010). Thus, the brands’ after-sales service promotes product lon-
gevity. The Louis Vuitton brand, for example, has five centers in Japan to ensure that
damaged products can be continued to be used. Luxury brands have also embraced
recycling (Cervellon and Shammas 2013). Rarity is another attribute that links lux-
ury and sustainable development. Their products’ scarcity value suggests that luxury
brands encourage more sustainable consumption, consequently contributing to the
protection of natural resources (Hennigs et al. 2013; Janssen et al. 2014).

From a social perspective, some studies have shown the role of luxury in helping
to preserve the cultural heritage of the countries of production (Carrigan et al. 2013).
In effect, one of the basic principles of luxury is to produce locally with local
employees who have taken years to acquire their specific skills.

While the above-mentioned attributes appear to reinforce the idea of possible
compatibility between luxury and sustainable development, some recent trends have
undermined these arguments. In effect, despite the promotion of specific skills,
handmade production and tradition, several luxury brands (UK Factory, Prada, Polo
Ralph Lauren) have now extended their operations to low-cost production (Kapferer
and Michaut-Denizeau 2013). In France, many luxury brands have seen part of their
production delocalized to other countries in the search for lower production costs
and specific know-how? (Koromyslov et al. 2013). This strategy takes the luxury
brands concerned closer to one of the basic principles of the fashion industry, namely,
ephemerality (Kapferer and Michaut-Denizeau 2013). For Janssen et al. (2014), the
widespread availability of luxury or more ephemeral products has triggered negative
consumer perceptions with respect to the link with sustainable development. The
literature also mentions the incompatibility of some sustainable practices with lux-
ury, in particular recycling, as indicated by Achabou and Dekhili (2013).

Consequently, management scholars do not appear to draw firm conclusions
regarding compatibility between luxury and sustainable development, despite its
potential damage to businesses: so is it useful to promote commitment to sustain-
able development and ecological attributes? (Inset 1).

2Some specific skills like knitwork have been moved from France to Italy (Koromyslov et al.
2013).
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Inset 1: Details of Our Field Study Methodology

To identify the reasons that could dissuade luxury firms from adopting the
ecological argument, 39 individual interviews were carried out with Parisian
respondents. To gather as many ideas as possible on the perceived gap between
the luxury industry and sustainable development, we questioned consumers
from a range of age, gender, and socioprofessional categories. We also tried to
use different profiles in terms of ecological product consumption.

Our study was based on an interview guide that primarily aimed to under-
stand the environmental and social issues linked to luxury products, identify
consumer views with regard to the sustainable practices adopted by luxury
firms, and determine the importance that consumers gave to ecological crite-
ria when purchasing a luxury product.

The approximately 30-min interviews were recorded and fully transcribed.
A content analysis was then performed.

The consumers’ discourse on the perception of environmental and social argu-
ments in the case of luxury products enabled us to identify factors that could limit
the benefices of using the ecological argument in the promotion of luxury
products.

Low Impact of Luxury on the Environment

The respondents do not see the luxury industry as an environmental risk, but con-
sider it instead as a clean industry (Davies et al. 2012): “I don’t think that they’re
particularly polluting industries” (Patrick, 34).

Three arguments emerged from our analysis to support the notion of the luxury
industry’s low environmental impact: the long product lifecycle, the limited produc-
tion rate, and the firms’ sustainable practices.

Luxury Products Have a Very Long Lifespan

While the aim of sustainable development is to extend a product’s lifecycle in order
to reduce waste (Kirsi and Lotta 2011), luxury products appear to already meet this
requirement and therefore do not need to make any extra effort in this area: “if we
can have a positive impact on the environment, we obviously support it, but it’s
paradoxical as luxury items are supposed to have a long lifespan and to last so they
can be transmitted from generation to generation, whether it’s jewelry, clothes, vin-
tage cars or paintings” (Nicolas, 42).
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Luxury products have been designed and produced in such a way as to last over
time: “it’s not something you throw away or else it must really be falling to bits, but
they’re products that aren’t made any old how either, because they really look into
the lifecycle of this type of product, there are loads of studies on that” (Marie-Laure,
48). Thus, in terms of utilization, luxury products are not designed to be rapidly
abandoned and their value stays the same virtually forever: “I think you keep a lux-
ury product for life, even 50 years later it still has value, even if you just use it as a
disguise, I'm talking about clothes, but I think that all products like that have an
almost infinite lifespan” (Cédric, 28). The lifecycle of luxury products is also
extended by being passed down through generations and inheritance: “everything
that’s luxury is for the future generations, by definition these products have a long
lifespan, so obviously it’s part of the inheritance, so as far as sustainable develop-
ment goes, it seems to me it’s logical” (Roseline, 62).

Finally, the after-sales service of luxury brands furthers product longevity.
Thus, some brands consider the after-sales and repair service as a key aspect of
their customer loyalty strategy (Carrigan et al. 2013). For instance, by offering
very long guarantees, luxury brands ensure that the products stay in good condi-
tion: “after, when we’re speaking about luxury products, I'm not really convinced
that you take your old jacket to be recycled... I think it’s Vuitton that gives you a
lifetime guarantee, you just have to take it back to them and they’ll repair it”
(Hugo, 33).

Limited Production

The respondents linked luxury products with a small production rate that has a negli-
gible impact on the environment (Kapferer 2010): “the environmental impact doesn’t
seem very significant since luxury only makes up a small quantity” (Marion, 23).

The respondents also highlighted the craftsmanship aspect: “normally luxury
products should be handcrafted to some extent, top quality products are not made
on a production line” (Etienne, 44), and the rarity that gives luxury items their
value as opposed to mass produced goods: “If you take fur, for instance, we don’t
see millions of fur coats being sold every day” (Patrick, 34). Thus, the consumers
believe that luxury puts quality over quantity and know-how and rarity over mass
production, with the underlying concept of “consume less but better” (Widloecher
2010).

For the respondents, the limited production means that the ecological issue is not
really relevant in the case of luxury products. On the one hand, the interviewees
appear to have little interest in ecology. In parallel, some consumers highlight the
inutility of incorporating sustainable practices: “luxury products, it’s still a small
luxury industry so if we recycle luxury items it won’t change the way things are”
(Francois, 46).
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The luxury industry has made an effort to reduce its environmental impact: “even
with cars we see that brands are more and more careful” (Charles, 44). This effort
is facilitated by two factors: first, the luxury industry has huge financial resources
that can be used for “green” investment: “since they’re products where, after all,
there’s plenty of money, luxury always works well, even when the economic context
is not necessarily good... so I think they’ve invested the resources in that” (Mathieu,
30). At the same time, the convictions of the managers or designers can influence
the choices made “I know that Stella MacCartney only uses imitation fur in fact, but
because it’s a mantra of the designer herself who'’s vegetarian and pro-PETA, and
even for leather she uses imitation leather” (Amandine, 43).

The environmental practices used mainly relate to the product design: “for
instance, Vuitton is now working to make its fabric monograms in biodegradable
materials” (Charles, 44) and packaging: “I know that Clarins is currently reviewing
its packaging to get a foothold in sustainable development” (Marion, 23), the choice
of raw materials, and the production processes: “at Hermes the natural origin
leather is tanned leather with just pre-tanning in fact, and all the natural tanning
processes that are used in the luxury workshops” (Charles, 44). Even more, in order
to reinforce their “green” image, some luxury firms publicly defend the environ-
mental protection cause: “then there’s PPR that made the film with Yann Arthus
Bertrand, it’s a luxury group, so after all we can say that they think about the envi-
ronment, but then compared to other companies this size, I don’t think that PPR is
the most polluting” (Patrick, 34).

More Socially Related Benefits from the Luxury Industry

Respondents consider that the luxury industry presents social advantages as it is an
industry that generates jobs nationally and offers fair working conditions: “on a
human level, luxury brands have the means to pay more attention” (Amandine, 43).

A Source of Employment

In a context of increasing delocalization, the respondents believe that the luxury
industry is less inclined to adopt this strategic option as it tends to retain its local
activities and helps to preserve and transmit ancestral craftsmanship (La Tribune
2011).

In the consumers’ minds, firms make every effort to continue producing locally.
Thus, the luxury industry creates jobs that enable many French people to earn a living:
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“so if a lot of people depend on it for their livelihood, it’s a shame that it’s seen as
harmful, at least by a certain mindset, not by everyone” (Martine, 59).

Moreover, the luxury sector safeguards specific crafts and promotes expertise:
“there’s Gucci, Hermeés, Chanel that safeguard certain crafts and that consequently
help to maintain a certain heritage, they keep the old laboratories, the old work-
shops and the old skills” (Isabelle, 38).

Fairer Working Conditions

The consumers believe that employment policies in the luxury sector are turned
toward qualified workers and eschew insecure low-paid jobs: “at Channel for exam-
ple, they’re not students, they re people with qualifications” (Anne, 37). In addition,
they mention the level of qualifications required: “I think that luxury products
require real craftsmanship, etc., which means that these people are relatively well
paid”’ (Claudine, 58) and the resources the industry has at its disposal: “if the price
is high, I think it must be reflected in the supply chain so every player has to be
respected and paid at their true value” (Etienne, 44), thereby promoting the level of
fair wages.

Associated in the consumers’ minds with French production and made-to-
measure, they consider that the luxury industry provides its employees with good
working conditions: “At Vuitton, for instance, everything is made in France. So
there’s no problem with working conditions there. Afterwards, with the made-to-
measure, it’s the same, there are no problems with working conditions” (Hugo, 33).
Several of the respondents compared luxury products with mass production brands
that are linked to delocalized production and social scandals.

In addition to the fair working conditions that the luxury industry offers its
employees, it is generally perceived as being attentive to their well-being.

An Industry Committed to Social Causes

Luxury firms consolidate their image as socially responsible companies by defend-
ing a certain number of humanitarian causes and donating to various humanitarian
associations: “there’s Gucci that recently got involved in “Chime for education”. In
fact they’re involved in lots of things: there’s Bulgari and Unicef... A lot of brands
do things. L’ Oreal too had a program on education for women and access to science
for women with Unesco, yes, there’s been a lot of progress... It’s normal, we give
and we give again” (Isabelle, 38).

In short, it would appear that the luxury industry’s commitment to environmental
and social issues is not simply the result of a deliberate choice, but rather because,
given their high awareness, luxury firms are often very closely monitored (Carrigan
et al. 2013) and therefore need to be squeaky clean: “they’re more in the spotlight
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because, basically, they’re already targets. So I think that they’d be even more so if
a social issue cropped up, and that’s why we don’t hear much about it because
they’re quite careful about i’ (Isabelle, 38), and to take advantage of their position
as pioneers that lead the way for other firms. It is clear that luxury firms are less
inclined to risk damaging their image by adopting dubious social and/or environ-
mental practices: “I think that if leading brands were really messing about then we’d
hear about it” (Etienne, 44).

A Luxury Universe at Odds with Sustainable Development

The study of the luxury universe on the one hand and that of sustainable develop-
ment on the other gives us a better understanding of the dissonance between the two
notions as perceived by consumers.

Frivolity and Self-Indulgence

While sustainable development projects a strong altruistic dimension (concern for
the planet, for future generations, the well-being of employees and animals, etc.),
the luxury sector, on the other hand, is turned toward self and cupidity. It is associ-
ated with the idea of wasting resources for a fleeting pleasure (Kapferer 2010).
Terms like “give yourself a treat,” “self-indulgent,” and “longing” were widely used
in the respondents’ discourse: “Luxury products are designed to please the person
who buys them and it’s an act that we can say is pretty selfish, we don’t think about
the impact it can have on others” (Marie-Laure, 48). The interviewees were quite
open and without any sense of guilt, that satisfying their own pleasure took prece-
dence over sustainable development and that the latter is not a priority compared to
individual desires.

Even more important, satisfying one’s desires can lead to excessiveness and can
distance individuals from ecological behavior: “with luxury we think of lots, large
quantities and thoughtlessness, yes thoughtlessness fits well with luxury... and recy-
cling is after all awareness of the object and the lifespan and the end of the object.
So maybe there’s a gap between these two notions” (Viviane, 49).

Moreover, while concern for environmental and social issues is a rational pro-
cess, the purchase of luxury products is irrational (Kapferer 2010) and impulsive.
The participants indicated that, if they consider it at all, they generally think about
the ecological impact of products after the purchase has been made: “it’s true that
when I buy a luxury product, I buy it because I want it, because I find it beautiful...
I don’t think at the time, straightaway, yes, who’s the poor person who made this
thing, no, no, I think about it afterwards if I see a documentary on gold, how the
Jjewelry is made, how the leather jackets are made” (Tristan, 39).
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Strong Attachment to the Products That Limits the Potential
for Reuse

Sustainable development issues lead to reflections on the products’ end of life and
their potential reuse through donations and exchange, for example, while luxury
products appear to be ill-adapted to this system because of their emotional dimen-
sion. Consumers display affective attachment to the items they buy (Carrigan et al.
2013) and so, when respondents speak about luxury products, they conjure up posi-
tive emotions, associating the items with precious memories and strong symbolic
value: “if it’s a fabric from something that has a history, that belonged to a star in a
famous film for instance, it’s better to keep it so as to keep the specific symbolic
value for a family or a period” (Nicolas, 42).

The respondents expressed very strong personal attachment to their products that
they want to keep even when they no longer use them: “I’m not sure that a woman
wants to get rid of her handbag even if she doesn’t use it anymore!” (Muriel, 29).
The consumers balk at the idea of having to get rid of their luxury items that are full
of symbolic value for whatever reason and which they would consider as a loss and
regrettable.

The Ecological Factor: A Risk for the Luxury Industry

Ecological Criteria Harms the Image of the Luxury Product
and Firm

Recycling was one of the most commonly mentioned ecological criteria. Although
the respondents consider this factor to be important in absolute terms, it is nonethe-
less considered incompatible with luxury products (Achabou and Dekhili 2013):
“Recycling/luxury, it doesn’t work, I'm not sure that it goes together” (Odile, 64).

More specifically, consumers recoil at the idea that luxury products might have
been handled and used. Some of them accept recycling as long as it is limited to
some secondary parts of the product: “I think that it’s a bad thing (recycling), or
else in a very limited way for linings and things like that, but not for the whole prod-
uct” (Patrick, 34) or its packaging: “for me at any rate, I wouldn’t mind going to my
local Sephora or Marionnaud and even getting my bottle of Chanel filled. On the
contrary, if I can do a tiny bit for the environment, I'd rather do it” (Muriel, 29).
Others, on the other hand, mention the importance of packaging for luxury products
and are against the idea of having to change it for ecological reasons. In their opin-
ion, altering the packaging could harm the product’s image: “if the packaging is too
light or too fragile it will project a bad image...We don’t want to get the impression
that the product is a toy!” (Marion, 23).

More globally, incorporating ecological attributes into luxury products could
also alter the product’s image: “is it because there’s a fear that it distorts the prod-
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uct’s luxury image that we ask the question?” (Viviane, 49) and destroy the positive
associations linked to a luxury product. This deterioration of the image can even
take away the item’s luxury dimension: “I think I'd tend to consider it as less of a
luxury item if it was made from recycled products” (Patrick, 34). Moreover, some
interviewees believe that incorporating ecological attributes into luxury items would
lead to a reduction in their value or even destroy their value completely. This reduc-
tion in the perceived value of a luxury product linked to the inclusion of an ecologi-
cal attribute makes some consumers feel cheated and swindled.

The respondents considered that the integration of an ecological attribute could
tarnish the image of the luxury product and could even call into question the image
of the company. In particular, giving away such products could make them acces-
sible to a more modest population that is somewhat removed from the VIP luxury
brand customer: “all these people who have old clothes, perhaps even with holes in
them, will give them to charity and we’ll have people who don’t correspond at all to
their target wearing their clothes” (Etienne, 44).

Ecological Practices Reduce Perceived Quality of Luxury Items

The respondents felt that ecological attributes had a negative impact on the per-
ceived quality of luxury products. Recycled materials in particular were the target
of criticism and were linked to inferior quality: “It’s horrible to say it, it really
makes me look like a shrew, but for me recycling doesn’t fit in with quality, which is
what I look for in a luxury item” (Anne, 37).

More specifically, the respondents highlighted the risk that ecological character-
istics could have on the dimensions linked to quality such as comfort: “as long as
it’s comfortable and we can wear it without any worries, why not’(Sarah, 36),
beauty: “I know that fleece is made from recycled materials but for the moment it’s
clear that the fabrics made with it aren’t very beautiful, so I'm not against the idea
if they manage to make things that are interesting design-wise and quality-wise”
(Amandine, 43), and reliability: “I’m wary, someone gave me a recycled scarf and 1
put it on over a T-shirt and it rained and the dye came out on my T-shirt, so as far
as I'm concerned, it’s not reliable” (Danielle, 29). Even worse, some respondents
thought that the poorer product quality could be detrimental to their health.

Ecological Practices May Aggravate the environmental Impact
of Luxury Products

Ecological practices adopted in the field of luxury are considered to have a negli-
gible impact. As some respondents pointed out, the environmental and/or social
damage that occurs before production is irremediable: “for instance, a crocodile
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that’s been killed to make a bag, the damage is done whether you recycle or not”
(Nicolas, 42).

Furthermore, the respondents believe that some sustainable practices use a lot of
resources: “I tell myself that if, at the end of the day, just making a bag or something
else, say it causes pollution, if we recycle it then we’re going to use the products
again to make it into something else, I'm not sure that it’s the best thing to do”
(Sarah, 36). In other words, recycling can be a harmful source of pollution.

Overall, the interviewees called into question the expected benefits from ecologi-
cal practices and pointed out that when such practices were adopted, the final out-
come may be more negative than if they had not been adopted: “I think that
everything that’s leather goods in particular, I'm not sure it’s a very good idea,
everything to do with tanneries and the rest, the dyes used... I wonder if it’s not
more harmful than anything else” (Muriel, 29).

Multiple Criteria for Choosing Luxury Products

When a luxury product is purchased, the sustainable criteria appear to be a secondary
factor: “a fashion victim isn’t going to be more likely to buy a Chanel bag because
organic farming methods were used, no way, it’s two completely different things, it’s
not something that will appeal to potential buyers and that will generate a bigger
purchase” (Isabelle, 38). Other selection criteria appear to play a more decisive role
in consumer decisions such as the brand’s reputation that can reassure consumers and
guarantee transparency regarding the social and environmental production condi-
tions: “generally speaking, I trust the brand and I tell myself that even if they don’t
say it, it doesn’t do too much harm to the environment” (Laurent, 40). At the same
time, for some people, the brand’s reputation can counter an adverse social and/or
environmental image that may be associated with a luxury firm: “the proof'it’s almost
antisocial is the controversy about Abercrombie, you must have heard about it. We’re
in something that’s the complete opposite, it’s lack of respect for others, and it doesn’t
change anything, almost nothing regarding the brand’s popularity” (Etienne, 44).

Second, the respondents placed high value on the intrinsic quality of the product,
the know-how: “for instance, no Chanel cosmetic, no Dior cosmetic and no perfume
has the AB label stuck on the packaging, no one cares...anyway, if we buy it, we’re
buying the expertise, we don’t buy the organic (aspect). I'm not saying it’s two com-
pletely different things, what I'm saying is that right now they don’t overlap in the
debate” (Isabelle, 38), the beauty of the item and the exceptional and rarity factor:
“already, since it’s virtually going beyond what we can afford to give ourselves, the
somewhat exceptional aspect means that ecology is not a priority” (Marion, 23).
“The rarity of the product means that at the end of the day, as far as I'm concerned,
the environmental argument isn’t going to sell more” (Hugo, 33). In short, luxury
consumers expect a luxury universe.

Taking ecological attributes and well-established selection criteria (brand, qual-
ity, know-how, etc.) into consideration complicates the decision-making process:
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“the first thing I look at is the quality, the brand, etc., biodegradable, conditions,
etc., that makes too many questions to ask when you buy,” (Laurent, 40). It requires
effort that luxury consumers are unwilling to make: “I'll look if this information is
there in front of me, I'm not going to go looking for it” (Frédérique, 32). On the
other hand, some consumers said they were not willing to buy if they discovered
that dubious practices were involved and would go as far as to boycott the brand.

Ways to Improve the Sustainable Argument in the Luxury
Sector

From the results obtained, several measures have been identified to make sustain-
able strategies in luxury firms more effective.

Limit Engagement in Causes That Have Little to Do
with the Firm’s Activity

Consumers view the luxury industry as one with a low environmental and social
impact and that, in addition, makes an effort to promote sustainable development. In
seeking to project a CSR image, luxury firms defend all kinds of causes, which can
lead to a certain dissonance between the firm’s core activities and the causes it
defends. In view of this, some respondents expressed their incomprehension.
Consequently, managers would do better to choose causes that are consistent with
the essence of the brand and the firm’s activities. To illustrate this, as the Ferrari
brand is considered as polluting (air pollution, noise pollution), it would not be
considered credible if it promoted causes linked to the environment. The company’s
DNA is built on firebrand issues and if this were tampered with, it could have a
negative impact on the brand’s value. However, Ferrari is right to promote the Rouge
campaign that collects money to be used against the spread of AIDS, particularly
through the bias of one of its marketing assets, the color red (Cervellon 2013).

Avoid Focusing on the Ecological Attribute

At atime when all companies need to promote a greener image by adopting ecologi-
cal practices, the luxury sector appears to be something of an exception and, in the
consumer’s eyes at least, does not need to use the ecological argument to sell.

Luxury is a special sector, where representations play an important role, in a
similar way to wine which is considered “naturel,”’:, so the idea of “organic” is not
going to be such a strong differentiation factor as it might be for another product
category (Amine and Lacceuilhe 2007).
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The secondary role given to the ecological argument may be explained by the
choice of luxury firms not to make ecology a fundamental aspect of their strategy
and the fact that they offer very little information on the subject. Thus, instead of
directly promoting the ecological argument, luxury brand managers should think
about other attributes that will help to preserve the luxury aspect of the products and
also promote a better perception of the link between luxury and sustainable devel-
opment. More specifically, rarity, resistance, inheritance, production excellence,
national production and distribution may all be used in a multifaceted approach to
align luxury with sustainability (Janssen et al. 2014). In effect, when luxury brands
are associated with expertise, the use of rare materials and remaining rooted in their
origins, such aspects can be considered as complementary to sustainability (Janssen
et al. 2014). In practice, companies could promote the strength of their products by
modifying the traditional marketing mix elements, including information provided
in promotions and on packaging, for example (Luchs et al. 2010). As indicated by
Peloza et al. (2013), we think that when a product has a tangible benefit over the
competition on ethical attributes, it may be appropriate to avoid ethical appeals
particularly when self-accountability is expected to be low. On the other hand, when
the brand is perceived as making a “show” through abusive use of its logo or adopt-
ing mass production, consumers are wary of the legitimacy and genuine nature of its
environmental claims (Cervellon and Shammas 2013).

Ensure That the Level of Perceived Quality Remains High

To ensure that their customers do not lose faith in the perceived quality of luxury
products following the inclusion of a sustainable attribute, luxury brands should
take some precautions. Consumers are not necessarily opposed to recycled materi-
als, for example, but they do not like the idea that they make up the whole product.
As Kapferer (2010) argues, a move toward 100 % ecological/ethical cannot be
envisaged by luxury products as it could be detrimental to the quality. Therefore, it
is important to limit such materials to secondary aspects of the product and packag-
ing. “Green” investment in luxury product packaging should also be adopted with
caution if firms wish to avert being viewed negatively by luxury consumers, who
prefer packaging that corresponds to the value of the products they buy. To project
a quality image and enhance perceived scarcity, managers should maintain high
prices and avoid the democratization of luxury brands (Dubois and Paternault 1995).

Conclusion

The findings from this study can help us to understand the challenges of sustainable
development issues in the case of the luxury sector and allowed us to identify sev-
eral factors that may reduce the pertinence of using the ecological argument, i.e.,
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perception of a low environmental impact of the luxury industry; social benefits, the
gap between the universe of luxury items and that of sustainable development; the
negative impact of including ecological criteria in luxury products; and the multi-
tude of selection criteria for luxury products. These findings indicate that managers
of luxury firms need to use the ecological argument with caution in their communi-
cation. While the present context implies that firms need to show that their commit-
ment to sustainable development issues, they must also avoid falling into the trap of
engaging in several environmental and social causes, or focusing on the ecological
attribute to the detriment of the traditional attributes that characterize luxury, with-
out ensuring that their products retain a high perceived level of quality.

To take our investigation about how CSR activities are beneficial to a luxury
brand (and conversely, when they are not), future research could try to measure the
impact of the ecological attribute on the perceived quality of luxury products. In this
case, they would need to distinguish between different product categories and con-
sider diverse sustainable practices (social, environmental). Luxury and CSR could
work differently according to luxury industries. In the same way, the motivations for
adopting CSR practices are different from one luxury brand to another. If some
enterprises believe that CSR is a trend that they should participate in, others could
try to answer to the consumers’ expectations.

Another line of research could be to explore the issue of greenwashing: how can
luxury firms inform consumers about the ecological argument without falling into
the trap of greenwashing (Cervellon 2013)? Given the gap between luxury and sus-
tainable development, could it be more interesting for luxury firms to adopt green-
bashing campaigns instead, in other words, to adopt the art of making fun of the
environmentalist trend, which has appeared as a new marketing practice for ecologi-
cal brand advertising?
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Need for Status as a Motive
for the Conspicuous Consumption
of Cause-Related Goods

Catherine M. Johnson and Ayesha Tariq

Introduction

“A man’s Self is the sum of all he can call his own. Not only his body and psychic powers
but also his clothes, his house, his wife and children, his ancestors and friends, his reputa-
tion and works, his lands and horses, his yacht and bank account.” —William James (1890)

In other words, humans perceive their possessions to be a representation of their
identity or self. Display in the form of possessions, attire, or actions represent a
person’s perceived or actual place in society, be it related to character traits, reli-
gious affiliations, professional associations, or even wealth and social standing. One
of the recognized phenomenon of display as a representation is conspicuous con-
sumption, defined as the intentional display of expensive goods by the nouveau-
riche to indicate financial status (Veblen 1899). The concept has been inextricably
linked with luxury goods, but conspicuous displays, whether of wealth or other
affiliations, are a way of signaling belonging to any social group (Ashforth and
Mael 1989) or possessing certain individual qualities (Connelly et al. 2011).
Corporations and consumers are driven by a desire to be seen as responsible mem-
bers of society and hope to thus command social respect. In essence, companies and
consumers engaging in prosocial behavior may not be doing so for purely altruistic
reasons (Basil and Weber 2006). It is possible that the purchase of visible luxury
items and of items visibly associated with a social cause are both motivated by simi-
lar mechanisms of an attempt to be seen as belonging to a desirable social group.

The first contribution of this study is the application of conspicuous consumption
to the prosocial behavior context as a lens for examining purchases of visibly
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prosocial goods. In earlier literature conspicuous consumption has almost exclu-
sively been associated with the acquisition of luxury goods, the public display of
which serves to show wealth. This study will extend conspicuous consumption into
prosocial behavior and cause-related goods. This application has been explored to a
moderate extent in the fields of psychology, which has looked at conspicuous con-
sumption in terms of visible donations to charities through signaling theory (Sundie
et al. 2011) and economics (Glazer and Konrad 1996). However, even in these stud-
ies motives are linked with display of wealth. The second contribution of this study
is to marketing literature concerning cause-related marketing and corporate social
responsibility. Existing literature deals primarily with motivation for CRM from the
perspective of firms which partner with charitable causes or engage in prosocial
activities and seeks to examine firm benefits and strategies (Becker-Olsen et al.
2006). Little is known about the motivations behind consumers’ choices to support
CSR efforts and whether this support is driven by altruism, desire for recognition,
or both. This study will make a contribution toward filling this gap in our knowledge
of consumers’ motives behind purchasing conspicuous cause-related products.

Review of Literature

Today, much of the literature links CSR activities and CRM with consumer atti-
tudes. Individuals high in traits such as concern for appearance or those motivated
by values have been shown to engage in prosocial behavior through the purchase of
goods linked to corporate philanthropy (Basil and Weber 2006). In addition, research
shows that some people experience intrinsic benefits when engaging in prosocial
behavior such as donating to charity (Glazer and Konrad 1996). Attitudes toward
and participation in prosocial behavior may also be a function of the generational
cohort to which a consumer belongs. Hyllegard et al. (2011) recently found that
generation Y consumers are the most socially conscious of American generations.

Current conceptualizations of conspicuous consumption have not strayed from
Veblen’s (1899) combination of publicly displayed expensive goods and the seeking
of social prestige. Bagwell and Bernheim (1996) use the term “Veblen effect” as
being willing to pay a higher price for an object for the purpose of signaling wealth
and or belonging to a higher status group. Recently, Han et al. (2010) developed a
taxonomy that assigns consumers to one of the four groups based on wealth and
need for status and which predicts a consumer’s proclivity for signaling wealth
through consumption based on the group into which he or she falls.

Social identity theory purports that people define themselves based on the groups
within society to which they belong (Ashforth and Mael 1989). Social identification
is a perception of oneness with a group of people and stems from the perceived
prestige and distinction of the group. When a person identifies with a certain social
group, he or she will engage in activities and behaviors congruent with this identity
to signal this association (Ashforth and Mael 1989). Within the conspicuous con-
sumption literature, signaling manifests itself when consumers purchase products
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which can be publicly displayed to convey financial status (Han et al. 2010). We
believe that consumers who are interested in portraying themselves as prosocial will
buy CRM products which signal their prosocial inclination. In other words, we
believe that a person who wears a pink ribbon bracelet does it for the same reasons
that someone else wears a Rolex.

Hypothesis Development

The nature of conspicuous products is that they are publicly displayed and serve to
signal to others about the owner’s position within society. A person’s need for status
has been shown to drive conspicuous consumption behaviors (Han et al. 2010)
because it serves as a powerful motivation to appear prestigious to others. Consumers
who wish for others to see them as prosocial will be similarly motivated to purchase
goods which conspicuously convey this.

H1: Need for status will be positively related to the conspicuous consumption of
cause-related goods.

Social identity theory tells us that once a person sees himself as a member of the
socially conscious segment of society, he will engage in activities and behaviors that
reinforce this self-concept. Therefore, a prosocial self-concept should lead to the
purchase of more cause-related goods of all types. Specifically, those goods which
are conspicuous in nature (such as bracelets, t-shirts, or tote bags) will appeal more
to consumers who see themselves as prosocial.

H2: Prosocial self-concept will be positively related to the conspicuous consump-
tion of cause-related goods.

The salience of the prosocial self-concept in relation to other self-concepts
within a consumer will be an important boundary condition impacting his need for
status. If a person is high in need for status, then he will engage in behaviors which
serve to bolster his image in the eyes of others. Critical to this, though, is under-
standing which image they are concerned with portraying. The higher prominence
that the prosocial self-concept has, the more important it will be for an individual
that others see this.

H3: The salience of a person’s prosocial self-concept will moderate the relationship
between his need for status and the conspicuous consumption of goods such that the
more salient his prosocial self-concept, the more positive the relationship will be.

Social identity theory maintains that a person has as many selves as groups to
which he or she belongs. Therefore, an individual with prosocial self-identity will
also have several other self-identities which compete against each other for salience.
If the prosocial self ranks low in a person’s hierarchy of selves, then it may be over-
ridden by other selves which are also serving to dictate the consumer’s behaviors.
Subsequently, at the point when a purchasing decision regarding a cause-related
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good is made, if the prosocial self is low (high) on salience, the purchase is less
(more) likely to be made.

H4: The salience of a person’s prosocial self-concept will moderate the relationship
between that self-concept and the conspicuous consumption of goods such that the
more salient his prosocial self-concept, the more positive the relationship will be.

Social identity is motivated by two processes, self-enhancement and uncertainty
removal (Hogg 2006). A fear of negative evaluation or the degree to which someone
experiences negative feelings like apprehension at the possibility of being thought
of negatively by others (Leary 1983), should serve to magnify the impact of a per-
son’s need for status on the purchase of cause-related goods. A person who believes
that status can be demonstrated through conspicuously consuming cause-related
goods will be reinforced in this behavior if he also believes that this consumption
will avoid negative evaluations from others.

HS5: A person’s fear of negative evaluation will moderate the relationship between
his need for status and the conspicuous consumption of cause-related goods such
that the higher his fear of negative evaluation, the more positive the relationship
will be.

Similarly, fear of negative evaluation should interact with prosocial self-concept
to create a stronger relationship with the consumption of cause-related goods.
People who see prosocialness as part of their self-concept will have increased moti-
vation to conspicuously show this if they have a fear that others will evaluate them
negatively. Further, since those with a prosocial self-concept see this as a positive
thing, they may project this attitude onto others and think that if others do not see
them being prosocial, they will negatively evaluate them.

H6: A person’s fear of negative evaluation will moderate the relationship between
his prosocial self-concept and the conspicuous consumption of cause-related
goods such that the higher his fear of negative evaluation, the more positive the
relationship will be.

Methods

Data were gathered from students enrolled in undergraduate level Marketing courses
at a prominent university in the southeastern United States. After discarding 52
responses due to incomplete information we were left with 350 usable responses.
Scales for all constructs were adapted from established scales. Need for Status was
measured using Eastman, Goldsmith, and Flynn’s (1999) Status Consumption
Scale. Prosocial self-concept was measured using Webb, Green and Brashear’s
(2000) Attitude toward Helping Others scale. Items for measuring salience of pro-
social self-concept were adapted from Callero’s Blood Donor Salience scale (1985).
Fear of negative evaluation was measured using Leary’s brief FNE scale (1983).
Conspicuous consumption of prosocial products was measured using Mano and
Oliver’s purchase intention scale (1993). The CFA measurement model had a
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chi-square value of 460.46 with 220 degrees of freedom (p-value <0.000). RMSEA
was 0.056 which is below the maximum threshold of 0.08. The CFI value was 0.95,
NFI was 0.90 and NNFI value was 0.94. All three values are above the threshold of
0.90 indicating that the model fit the data (Baumgartner and Homburg 1996).

To test the first two hypotheses we ran a linear effects model using SPSS 21.0
with the two independent variables (need for status and prosocial self-concept) and
the two moderators (salience of prosocial self-concept and fear of negative evalua-
tion) with the dependent variable (conspicuous consumption of cause-related prod-
ucts). Need for status had a coefficient of 0.15 (p<0.01) and prosocial self-concept
has a coefficient of 0.17 (p<0.001). Both these significant positive relationships
support H1 and H2. To test the remaining four hypotheses we conducted modera-
tion analysis using PROCESS (Hayes 2012) in SPSS 21.0. Salience had a signifi-
cant positive moderating effect on the relationship between prosocial self-concept
and conspicuous consumption supporting H4. The coefficient for the interaction
between role salience and prosocial self-concept was 0.101 (p <0.05). The moderat-
ing effect of fear of negative evaluation was significant on the relationship between
need for status and conspicuous consumption, supporting HS5. The coefficient for
the interaction term was 0.090 (p=0.056). H3 and H6 were not supported.

Discussion

The first finding (H1) supports this paper’s position that the psychological mecha-
nisms and motives behind the conspicuous consumption may be applicable outside
of the luxury goods domain. It demonstrates that consumers with a high need for
status see cause-related products as a means for demonstrating status. Furthermore,
the effect of need for status on the conspicuous consumption of cause-related goods
is positively moderated by a fear of negative evaluation. This demonstrates that for
consumers who are concerned about status the desire to also avoid negative apprais-
als from others increases the likelihood that they will seek to visibly demonstrate
prosocialness to others with their consumption. Results also found that while a per-
son’s prosocial self-concept is positively related to the conspicuous consumption of
cause-related goods, it is positively moderated by the salience of this self-concept,
demonstrating that the more important prosocial self-concept is to a person, the
more that person will consume goods that will demonstrate this to others through
the conspicuousness of the goods.

The findings of this study are relevant to managers in several contexts. First,
nonprofit firms may encourage donations or other engagement from community
members if they offer people the opportunity to receive conspicuous goods (such as
t-shirts, mugs, tote bags, etc.) in return for volunteering or donating. Further,
nonprofits, as well as companies offering cause-related goods, should appeal in
advertising and other marketing messages not only to a sense of altruism in poten-
tial customers, but also appeal to those for whom status is important.

References available upon request.



Purse Parties: The Social Implications of Fake
Luxury Parties

Natalie A. Mitchell, Angeline Close, and Dan Li

Introduction

When designer products become pervasive in the marketplace, sometimes the original
products are compromised and sold as counterfeit goods. Consequently, the global
counterfeit luxury industry has grown to be a lucrative market. Counterfeit goods
are replicated inauthentic designer brands (e.g., Prada, Louis Vuitton) that are sold
through various channels across the globe. Counterfeit goods generate nearly $200
billion annually in losses for global manufacturers (Chiu et al. 2009).

The purpose of this research is to examine counterfeit luxury brand consumption
through face-to-face or experiential marketing channels, such as in-home “purse
parties.” Purse parties are the proliferation of Tupperware-like in home sales patrties;
however, the purses and related designer “brands” are counterfeit brands (Gosline
2009). There are two types of counterfeit market structures: anonymous street
booths and socially embedded purse party networks (Gosline 2009; Balfour 2005;
Betts 2004; Grayson 2000). For the purse parties, other goods aside from just purses
are sold, including wallets, watches, luggage tags, sunglasses and more. In many
cases, hosts provide snacks, alcoholic beverages, door prizes, music and great
camaraderie that are not typically induced in the traditional channels of counterfeit
consumption. Specifically, this study focuses on the socialization, logistics, and pur-
chase intentions of guests who have some experience purchasing counterfeit
designer brands and/or attending purse parties.

N.A. Mitchell (><)
Tulane University, New Orleans, LA, USA
e-mail: nmitche ] @tulane.edu

A. Close * D. Li
University of Texas-Austin, Austin, TX, USA
e-mail: angeline @austin.utexas.edu; danli@utexas.edu

© Academy of Marketing Science 2016 25
K.K. Kim (ed.), Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple

Pie and Marketing?, Developments in Marketing Science: Proceedings of the

Academy of Marketing Science, DOI 10.1007/978-3-319-26647-3_3


mailto:nmitche1@tulane.edu
mailto:angeline@austin.utexas.edu
mailto:danli@utexas.edu

26 N.A. Mitchell et al.
Background

Counterfeit luxury goods are defined as “any unauthorized manufacturing of goods
whose special characteristics are protected as intellectual property rights” (Cordell
et al. 1996). The use of counterfeit luxury is supported by the extended-self theory,
which posits that consumers use possessions to express their identities (Belk 1988).
Consumers purchase brands that are extensions of their inner desires, wants, and
beliefs about themselves. Possessions and self-relationships shape consumer behav-
ior. Material possessions not only represent consumers’ identities, but also reveal
their cultural upbringing, which is a predictor of future consumption (1988).
Sometimes, consumers seek pleasure in conspicuous consumption. It allows them
to display their accomplishments and indicate that they belong to exclusive refer-
ence groups (Belk 1988). A form of conspicuous consumption, counterfeit con-
sumption of luxury products, reinforces the importance of being trendy and
belonging to the in-group (Hogg 2006). Within shared groups, members evaluate
each other based on identities that are expressed through consumption (2006).

Methodology

Recruitment

When the goal of research is to understand the meanings of behavior rather than to
predict behavior, qualitative methods are often the most appropriate methodology
(Braybooke 1965). Field based approaches such as in-depth interviews are espe-
cially useful when the researcher does not know what interpretation, code, norm,
affect, or rule is guiding the behavior (Dexter 1970). Specifically, participants who
have purchased one or more luxury counterfeit brands and/or attended or hosted a
purse party were recruited through a convenience sample.

Sample

The sample includes 13 female participants. Of those 13, four have attended a
“purse party.” They represent varying geographic and socioeconomic classes and
are between the ages of 18 and 33. For privacy purposes, participants selected
pseudonyms to use throughout the interviews.
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Procedure

Instead of “counterfeit designer brands,” the more neutral term “informal designer
brands,” was used during the interview in an attempt to avoid introducing a social
desirability bias. Participants were asked for their general views on personal style if
they identified themselves as honest. Later specific questions regarding personal
style were asked. Then further questions were asked to prompt participants to talk
about the benefits, drawbacks, and justifications for purchasing and using designer
and counterfeit products. Lastly, direct questions about their motivations and bene-
fits of attending counterfeit purse parties, in addition to the psychological and logis-
tical nature of the party, were asked too.

Analysis

A thematic analysis approach was used to understand symbolic and social interac-
tions of the participants and social implications of attending purse parties. This
approach helped to identify, analyze, and report some of the common themes and
experiences that participants encountered while attending the counterfeit purse par-
ties (Braun and Clarke 2006). The thematic analysis began first by coding for
intriguing behavior patterns that were found during the interviews and field notes.
The initial codes include consumption views, counterfeit consumption views, per-
sonal ethics, brand loyalty/equity, apathy, and social desirability. A search for
themes throughout the field notes were reviewed, defined, and renamed during the
process. Afterward, participant narratives were developed for each interview to con-
dense the data to key themes and valuable codes. From the narratives, three major
themes were found: social engagement, obligatory attendance, and disregard of
legalities of the consumption.

Results

The purpose of this study was to explore the motivations and emotions women
experience when attending counterfeit purse parties. One participant, Renee had a
desire for potential purchases to getting a deal on a faux luxury product and status-
seeking. In contrast, Kim noted that she only did personal shopping for fear of
social embarrassment if she gifted someone with a fake product who would be
offended. Overall, all the women reported a high need for social engagement. They
explained that socialization was their primary motivator to attend the parties.
Secondly, their conceptualization of purse parties was simply practical. They saw
the purpose of the party was to offer perceived status to lower-income people who
were willing to buy faux designer brands. The three major themes found in the study
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include social engagement, obligatory attendance, and disregard of legalities of
counterfeit consumption.

Theme 1: Social Engagement

Throughout the small sample, each participant spoke candidly about the social
aspects of the purse parties. In some cases, social engagement was more salient
among participants versus the actual display and selling of the counterfeit goods.
Tina, a Midwesterner, casually reported she frequently receives invitations to “pri-
vate purse parties.” The high frequency of the parties provides a recreational oppor-
tunity outside of her busy academic life. Tina shares her personal motivations for
attending the purse parties:

I have attended a good 20 parties over the last maybe 10 years. I never buy anything.

Generally, I go, you know... and check out the merchandise. See what’s on trend. But I

never buy. I really just go for the free food and drinks and to hang out with friends.
Professor, 34

Even more interesting, Tina also shared that the purse parties are piggy-backed
onto children’s birthday parties. In these instances, the social aspect of the purse
parties has multiple purposes that are not directly connected to the purchase of
counterfeit goods. The children birthday parties provide babysitters for mothers
who wish to attend the parties. Further, they have opportunities to fellowship with
new and old friends while enjoying refreshments.

Renee shared a similar experience with a purse party she attended in the south-
east. While on a college holiday break, Renee attended what she thought was just a
family gathering and later learned it was a counterfeit purse party. Aside from
refreshments being served, the party host also played music to enhance the shop-
ping ambiance. Many attendees, including Renee, began to dance amidst the display
of counterfeit goods in the faux “showroom” of the host’s living room. Renee
described the party as “exclusive and fun.”

The host was very fun. She offered us drinks and good food. There were door prizes as well.
She had a new product catalog that really enticed new clients like myself. The sociable
aspects of the party made it more of a personal shopping experience with exclusivity that
generally most of the women would not normally experience because of their financial
status...I’ve also even heard of purse parties with adult male entertainers.

Lawyer, 31

Although Kim perceived the counterfeit purse parties as fun with great doses of
fellowship, she also thought that the party guests were entertaining. “There were
plenty of women there who could not pay their bills on time, but they could spend
money on trivial, illegal products just to gain status... I thought that was very funny
(laughs).”

Theme 2: Obligatory Attendance

Again, the sample in this study mentioned other factors that contributed to their
attendance at purse parties. In some cases, guests attended parties out of obligation
to party hosts. This was proven true for most of the participants. But specifically,
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Karen’s counterfeit purse party attendance offered an interesting dynamic that
showed differences in socioeconomic classes.

Karen, a 21-year-old college student, has attended two parties that catered to dif-
ferent demographics. One party was hosted by a young adult and generally attracted
lower-income guests. The second party was hosted by a middle-class, middle-age
woman and was mainly attended by women of the same demographic. Karen said
she attended both parties out of obligation to the host. “My sister’s friend hosted a
party...so you know we all had to go to support.” Karen reported that the younger-
oriented party did not have refreshments, had a very limited product selection and
children were present. Overall, this purse party had more of a communal-feel that
offered guests moral support because Karen reported only a select few of guests
actually made purchases.

In contrast, the older audience at the other purse party was hosted by Karen’s
mothers’ friend. She noticed guests held individual conversations about the prod-
ucts and did not talk openly with the entire group. Karen also reported that this party
had a larger product selection, with refreshments. In either case, Karen did not pur-
chase any products. Karen tagged along with both her mother and sister to both
parties simply to provide moral support and expressed little to no interest in the
products. Karen shared she does not like fake products because of the poor quality
and fear of social embarrassment.

Both Renee and Kim reported similar obligatory experiences. Renee attended the
parties because they were hosted by her aunt. She felt obligated to attend and show
support even though she could not afford to make purchases. Similarly, Kim’s god-
parents are NFL retirees who sell counterfeit goods among other products at a local
flea market. Unsold products are then promoted at their home purse parties. Kim
said she just attends the parties to show moral support. If she notices a high quality
fake that has a nice design, she will purchase it. But the initial motivator to attend is
to support her godparents.

Theme 3: Disregard for Legalities of Counterfeit Consumption

A reoccurring theme throughout the data is a disregard to the obvious legalities of
counterfeit consumption. Although the participants reported that guests and hosts
implicitly understood that the selling and buying of counterfeit products is illegal,
those discussions were not explicitly mentioned by guests at the parties. Hence, the
parties were promoted as private and exclusive to mitigate potential criminal pros-
ecution. Tina, Karen, Kim, and Renee each reported that using word of mouth com-
munication to promote the party was a good marketing ploy to manage the potential
guest list. While hosts aimed to make high sales, Tina and Kim both indicated, hosts
also wanted to manage the guest list to control who may attend. Aside from the
hosts’ implicit understandings of potential prosecution, none of the participants
reported expressed concerns by guests. The participants described that the parties
had approximately over $1500 of counterfeit goods that included an assortment of
purses, watches, luggage tags and wallets from exclusive designer brands including
Coach, Dooney and Bourke, DKNY, BEBE, Prada. Renee is now a practicing
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attorney and is obviously aware of the legal dangers of purse parties. But at the time
of her attendance, 10 years ago, the legalities were not her concern.

I knew that it was probably illegal, but I along with the other guests, saw it as an exclusive
opportunity to gain access to goods and a lifestyle that I normally would not be exposed to.
If you could see the women beaming with joy when they made a purchase, you would
understand. It was almost like Christmas for them. The women felt really good about them-
selves. They even made plans on which products they would purchase with their next pay-
check. Not one of them cared that it was illegal...it was fun and we felt good.

Lawyer, 31

Discussion

The purpose of this paper was to examine the social aspects of counterfeit consump-
tion through the nontraditional channels of in-home purse parties. It further contrib-
utes to the literature on counterfeit consumption because it extends past just
discussions on the traditional channel —street vendors and flea markets. It is believed
that the nontraditional channel demonstrates the value in understanding the social
implications of shopping with friends in a private space. Purse parties have been
recognized as introducing designer brands to customers who later purchase the
authentic brand at traditional retail stores (Gosline 2009). The findings in this study
are supported by theories and constructs proposed earlier. For example, both Kim
and Renee’s shared experiences at private purse parties show strong indicators of
materialism, extended-self theory and self-presentation. It appears that regardless of
the channel, status-seeking consumers generally share similar motivations to con-
sume counterfeit products. However, purse parties are particularly more novel
because of the party structure. The parties naturally encourage social engagement
before, during, and after the purchases. Therefore, it is evident that purse party
guests may be persuaded to consume more because they have an immediate audi-
ence with whom they may seek approval. Also, Kim shared the party host and made
several suggestions for gifting ideas by organizing purse and wallet sets by designer
name. While the suggestions were welcomed by many guests, Kim opposed because
she did not want to offend her friends by gifting them with faux luxury brands.
Kim’s thought process is supported by the gifting theory because she realizes that
her gift is a communication function that sends a message. She obviously is con-
cerned with sending a wrong or offensive message to others. Lastly, it was also
noted that most participants observed many guests whom could be classified as deal
proneness. While sales promotions were not promoted by hosts through the form of
coupons buy one, get one sales, the overall “deal” were lower-priced replicated
luxury goods. Thus, lower-income consumers who are status-seeking on a budget
are naturally suited consumers of counterfeit luxury products in private setting
format.
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Limitations

This study included a small research sample, thus the findings are unrepresentative
and fails to capture the breadth and depth of this phenomenon. Thus, the research
sample is an obvious limitation that will be resolved in future research. This limita-
tion may partly be based on participants’ social desirability and expected self-
imposed biases because of the controversial nature of counterfeit consumption.
Therefore, it is believed that controversy associated with this consumption has also
impacted recruitment.

Implications and Future Research

It is difficult to gage the full context of potential marketing implications. But based
on Gosline’s (2009) prior research, it is suggested that luxury retailers are recom-
mended to capitalize on the purse party market to lure potential consumers to the
real brand after consumers learn counterfeits are such poor substitutes. Also, per-
haps further compensation will be considered to attract participants because of the
challenges faced with recruitment. Targeting participants in larger metropolitan cit-
ies where counterfeit consumption is more common and socially-acceptable is
another suggestion to manage this limitation.

References available upon request.
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Does a Spoonful of Sugar-Free Make Food
Look Healthier? Healthy Implicit Associations
for Sugar-Free and Alternative Products:

A Structured Abstract

Patricia Rossi, Marianela Fornerino, and Caroline Cuny

Abstract

Consumers’ interest in healthy eating is increasing for a variety of reasons. As a
result, several sugar-free and alternative products that use substitute ingredients for
sugar are becoming pervasive in supermarket shelves. We investigate consumers’
implicit associations between these products and healthiness perception. Drawing
on regulatory focus theory, we demonstrate that unhealthy products (e.g., chocolate
bar) are associated with healthiness when they rely on labels that highlight the
absence (vs. the presence) of a particular ingredient, like sugar-free (vs. milk choco-
late). In contrast, healthy products (i.e., orange juice) are associated with healthi-
ness when their labels emphasize the presence (vs. the absence) of a particular
ingredient, which is the case of a product with natural juice (vs. sugar-free). We
suggest that prevention and promotion focus can explain these effects.

References available upon request.
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The Effects of Perceived Ambient
Temperature on Food Choices
and Consumption Behavior

Sarah Lefebvre and Dipayan Biswas

Abstract While eating at restaurants, retail outlets, or at home, ambient tempera-
ture is an omnipresent feature. In this research, we examine whether varying ambient
temperature in restaurant, retail, or home environments might influence food choices
and consumption behavior.

When experiencing cold temperatures, the body will induce internal functions
with the outcomes of giving off thermal energy. In contrast, in warm temperatures,
the body will work to cool itself by attenuating unessential functions. In response to
the associated change in energy expenditure, the body also alters its food consump-
tion behavior, whereby an increase in consumption is expected in cold temperatures
and a decrease in appetite should be expected in warm temperatures. We propose to
examine how the difference in perceived temperature might influence food choices
and consumption volume. Prior research from physiology supports the influence of
ambient temperature on food consumption behaviors (Daly 2014). We extend this
stream and show that the effects of perceived ambient temperature rather than actual
temperature can also have effects on food choices and consumption behaviors
(Johnson et al. 2011).

We conducted two studies to test our hypotheses. Study 1 examined if perceived
ambient temperature influences choices between healthy and unhealthy options. A
binary logistic regression revealed a marginally significant model (Wald=2.92,
p<0.09). Follow-up tests showed that participants who rated the ambient tempera-
ture as warmer were more likely to choose the healthy option. The results of this
study showed that consistent with our expectations, a higher perceived ambient tem-
perature led to higher preference for the healthier option.
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Study 2 examined the moderating effect of food vs. beverage. The ambient tem-
perature was either cool or warm and participants were provided with either a snack
food or beverage. Participants consumed more food when the perceived ambient
temperature was cool (vs. warm). The effect was reversed for participants’ beverage
consumption, whereby participants consumed more of the beverage when tempera-
ture was perceived as warm compared to when cool.

The results of our research demonstrate that perceived ambient temperature
can influence food choices and consumption volume. The findings of our research
have strong conceptual and practical implications for managers, regulators, and
consumers.

References available upon request.



The Impact of Retrieval Difficulty on Satiation

Huaman-Ramirez Richard and Maaninou Nada

Abstract Satiation plays an important role in consumption. Over the time, an
individual will eventually get fed up by product with which he or she has been satis-
fied before. Our work has a psychological view of satiation, which is based on the
premise that satiation is not determined by past consumptions but is constructed.
Our work focuses on the cognitive process of preferences construction including the
inferences about fluency of retrieval. We showed that in this case of difficulty of
retrieval, the consumer can effectively infer that he or she has not consumed a
particular product a lot. This perception of reduced past consumptions will conse-
quently make the consumer have less feeling of satiation. We conducted an empiri-
cal study among 166 students who had responded to our online survey regarding
different soft drinks in Peru. Participants who remembered the last three times they
have consumed their favorite drink expressed more desire to consume the drink
again than those who only remembered their last consumption. Moreover, indi-
viduals who were informed that the recall task is difficult had no relevant effect on
their desire.

Keyword Satiation ® Ease of retrieval ¢ Recall ¢ Inference

Introduction

Satiation refers to the decrease in pleasure provided by an emotionally relevant
stimulus (Frederick and Loewenstein 1999). The phenomenon of satiation is often
cited as the main obstacle to lasting happiness in society, reason being that regard-
less of the degree of satisfaction an individual may get by following a stimulus, the
satisfaction tends to decrease with repetition (Redden 2008). Satiation is one of the
reasons why consumers are always seeking variety (Kahn 1995). Since there is a
dependency between the feeling of satiation and the perception of past consumptions

H.-R. Richard (&4) « M. Nada
CERGAM, Aix-Marseille University, Marseille, France
e-mail: richard.huaman@iae-aix.com; nada.maaninou@iae-aix.com

© Academy of Marketing Science 2016 39
K.K. Kim (ed.), Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple

Pie and Marketing ?, Developments in Marketing Science: Proceedings of the

Academy of Marketing Science, DOI 10.1007/978-3-319-26647-3_6


mailto:richard.huaman@iae-aix.com
mailto:nada.maaninou@iae-aix.com

40 H. Richard and M. Nada

(Helson 1964), the recall of such consumptions plays an important role in the
satiation process. The consumer relies on his memory while retrieving information
of his or her past purchase.

When an individual is in a buying decision process for a hedonic product (i.e.,
cookies, drinks, chocolates, etc.), he or she is influenced by an unavoidable satiation
phenomenon. However, consumers do not always make the effort to remember and
evaluate their past consumptions, especially because such consumptions are often
irregular and difficult to describe (Bettman et al. 1998). In these conditions of diffi-
cult recall, an individual is more likely to be influenced by the fluency of retrieval of
past experiences using inferences (Schwarz et al. 1991). The use of inferences is
explained by the fact that people need to perform consistent actions and for that they
use a wide variety of implicit theories (personal and social) to form a bond, “if—then,”
that combines the objective information to logical conclusions [see Kardes et al.
(2008)]. In this way, the fluency of retrieval could have an effect on satiation, in par-
ticular during the buying decision process.

Previous research has focused on satiation reduction by categorizing stimulus
(Redden 2008), the decrease in perceived frequency (or recency) of past consump-
tions, or the interruption in consumption experience. However, researchers rarely
cited satiation as a psychological construct, especially in consumer decision making
process. Among the pioneering research on satiation construction, the seminal work
of Wansink and his colleagues (2005) is noteworthy. Wansink et al. (2005) demon-
strated that the perception of past consumptions can be influenced by contextual
factors. Moreover, in the consumer behavior research, Galak et al. (2009) showed
that satiation also depends on the amount of recalled variety. In their study, when
participants were asked to focus on other products they have consumed, they felt
gradual satiation. However, in order to study the bias that may exist while recalling
past experiences, the only study by Redden and Galak (2013) has analyzed the use
of inferences in satiation construction. These researchers showed that using meta-
cognitive inferences the consumer can build satiation through easy recall of past
consumptions. In other words, the more an individual recalls easily his or her past
consumption of a particular product, the more he or she will follow metacognitive
process and deduce that he or she has consumed such product a lot. Thus, his or her
satiation feeling will be depicted by a decrease in the pleasure pertaining to the
usage of that product.

Besides large body of researches regarding satiation, certain issues still persists in
the domain, such as, in this case we are concerned that how a consumer advances in a
buying decision making situation. For instance, contrary to our literature, stated that it
is unlikely, though, that ease of retrieval effects satiation in a decision making context,
as it is difficult to evaluate abstractly a single product among its alternatives without
considering the context. Furthermore, he also stated that in a relatively fast decision
making contexts, metacognitive based theoretical explanation remains irrelevant. In this
sense, in a situation of buying decision some questions stand still unclear.

For this reason, research question that arises hitherto is: what is the effect of
recall difficulty of past consumptions on the feeling of satiation during a buying
decision making context of a hedonistic product? Moreover, the previous studies
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have demonstrated that the ease of retrieval expectations affects the inferential
process, on the similar lines we present the following question: how expected
difficulty in recall affects the relationship of difficulty in recall and feeling of satia-
tion in a buying decision making context?

Based on the theoretical framework of simple accessibility (Menon and Raghubir
2003) and the divergence—attribution theory (Whittlesea and Williams 2000), we
suggest a different explanation of the satiation building process. We believe that
when there is fluency of retrieval, a consumer can automatically use inferences with-
out experiencing a metacognitive process. In this way, the fluency of retrieval
impacts the perception of past consumptions and therefore the feeling of satiation.
The fluency of retrieval is defined as the ease with which some information can be
retrieved from memory (Schwarz 2004). This inference is related to the idea that if
there is more information about past experiences it would be easy to retrieve from
memory and the consumer will think that he or she has lived such past experiences
more frequently or recently. In other words, “if it is fluid, then it must be old/known”
(Jacoby and Dallas 1981; Schwarz et al. 1991; Tversky and Kahneman 1973).
Contrary to fluency of retrieval, in this paper we are concerned about the difficulty of
retrieval in a decision making context. We argue that if a consumer is supposed to
remember his or her last time consumption of a particular product, he or she will not
use an inference because the ease of recall is expected; however, if a consumer has
to remember his or her past consumptions several times, then he or she will experi-
ence a difficulty in inference which would be unexpected.

The theoretical contribution of this research is to demonstrate that difficulty of
recall of past consumptions plays a role in the feeling of satiation within a buying
decision-making context. Our research also extends the previous research as it
expands the horizon of the factors that could influence satiation. Furthermore, since
research on fluency of retrieval focused mainly on the attribute based evaluation of a
product, we are focusing on the memory-based evaluation of a product. At the mana-
gerial level, understanding that satiation is not directly determined by past consump-
tions, rather built in the present, will provide practitioners an opportunity to take
advantage of the context. By encouraging difficulty of recall among consumers in
order to create a perception that one has consumed a hedonic product less may reduce
the effects of satiation. Thereby reducing consumer’s feeling of satiation by contex-
tual paths will enable practitioners to invest less in product variety strategies.

Theoretical Framework

Satiation Construction Process

The adaptation level theory stipulates that the satisfaction or dissatisfaction of a
particular experience is not absolute; rather it is derived by comparing the current
experience with the past experiences (Helson 1964). Helson’s model specifically
demonstrates the effect of past stimuli on the subjective experience of a current
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stimulus. This model captures the essence of the adaptation, i.e., persistent negative
elements gradually become less unpleasant whereas persistent positive elements
progressively become less pleasant. The evaluation of a repeated past consumption
depends on how its repetition is perceived and the perception of past consumptions
from contextual factors will build satiation.

The psychological construction notion has become important in this field of
social sciences. Under this perspective, individuals can construct their preferences
(Lichtenstein and Slovic 2006), choices (Bettman et al. 1998), or their social judg-
ments by integrating the amount of available information (such as feelings, con-
cepts, procedures, or episodic experiences). The need to build judgments generally
occurs when they are insufficient to solve an evaluation issue. Such difficult evalu-
ation situations have the following characteristics: (1) some elements of an evalua-
tion are unfamiliar; (2) evaluation may present a conflict of interest or perception;
and (3) it is difficult to translate our positive and negative feelings (Lichtenstein and
Slovic 2006). In this paper, we are interested in the second characteristic where the
consumer is in a “trade-off,” i.e., when he or she must quickly evaluate his past
consumptions and the recall is difficult, which is often the case.

Moreover, it is crucial to add that even in a situation when judgments seem to be
determined, contextual factors may impact a product evaluation. In other words, for
building satiation, memory or past consumptions recall is not entirely the factor;
rather the context also plays a role (Whittlesea 1997). As mentioned earlier, Wansink
et al. (2005) demonstrated that the individuals who took the soup from the self-
refilling soup bowls (the biased visual cue), consumed more than those who took it
in normal soup bowls. In this case, consumers were influenced by the contextual
factors such as the bowl size and the perceptual effect of seeing that they do not eat
much. This concept is compatible with the work of Galak et al. (2009) which shows
that the satiation also depends on the recalled consumer environment. These authors
showed that consumers feel satiation more slowly when asked to remember the
context in which they consumed this product. In their study, participants were asked
to focus on other products that they have consumed. The conclusion seemed to be
that the fact of noticing and remembering the consumption is crucial for satiation,
probably because satiation is a function of the past consumption amount which
people remember. Thus, the feeling of satiation can be cognitively constructed from
the perception of the product past consumptions to which the consumer is exposed.

When the consumer evaluates a product based on past consumptions which are
difficult to describe, it will not be based on the objective information of those con-
sumptions, rather automatic inference that will influence the product evaluation.

The Ease of Recall as Information

Consumers do not often analyze the frequency or recency of their past consumption
to make a buying decision. They use heuristics, especially when the task of calculat-
ing their past consumptions is difficult (Bettman et al. 1998). In this section, we
proceed with the explanation of the heuristic, in said situation.
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The availability heuristic (Tversky and Kahneman 1973) is based on the fact that
people tend to estimate the frequency of an event based on the availability of this
information in their memory. For example, if the information related to a specific
incident is not available in the memory of people, they will think that this incident
happens very often within the population. In contrary, the less accessible the infor-
mation of incidents is, the people are more likely to think that few people were
affected. Tversky and Kahneman (1973) suggested that in some situations when
individuals cannot remember the occurrences of an event, they use different meth-
ods to estimate the frequency or recency of that event. For example, in an experi-
ment, individuals though that there were more English words that begin with the
letter K in the first position than in the third one, when in fact it is the opposite
(Tversky and Kahneman 1973 experiment 3). This result explains that the evalua-
tion of the amount of words beginning with the letter K in the first position is influ-
enced by its degree of availability in the memory. Therefore, words beginning with
the letter K would be evaluated as more frequent. Despite the large impact of this
research in social sciences, the result of this study is ambiguous as it is difficult to
know if people thought that because they made more words that started with letter
K or because it was really the availability of words in memory. In the next section
we detail the contribution of Schwarz et al. (1991) in the ease of retrieval.

In order to unravel the ambivalence in the use of availability heuristic, Schwarz
etal. (1991) manipulated the conditions of ease of retrieval. The ease, availability or
accessibility of retrieval, are interchangeable terms, they are defined as the ease with
which examples or experiences come to mind. Schwarz et al. (1991) suggested a
difference in the content of the information that people remember and the subjective
experience of ease that can accompany such retrieval. Schwarz and his colleagues,
however, were interested in the informational function of the subjective experience
of ease. By manipulating the conditions in the ease of retrieval, they showed (exper-
iment 1) that the participants who recalled six examples of assertive behaviors cat-
egorized themselves as more assertive than those who recalled 12 examples. Those
who remembered six examples have indicated ease of retrieval than those who pro-
vided twelve examples.

In agreement with Tversky and Kahneman (1973), Schwarz et al. (1991)
explained this phenomenon that in ease of retrieval, people refers to number of
experiences more than they have actually engaged in or experienced. This leads to
a question: can a person attribute the ease of retrieval with another cause? For exam-
ple, the ease of retrieval can be attributed to the fact that the task is easy, or that the
individual is motivated to do the recall effort. Schwarz et al. (1991) used the misat-
tribution of feelings to remove the impact of the ease of recall on the evaluation of
people assertiveness, by attributing the ease of retrieval to the situational stimuli
(i.e. music). They demonstrated (experiment 3) that when people expect the recall
task to be easy, the ease of retrieval has no effect on the evaluation of people asser-
tiveness. Participants recalling six examples of assertive behaviors were assessed as
less assertive than those who recalled twelve examples. People attributed the ease of
recall to music and not to the fact of experiencing more assertive behavior. Similarly,
when people expect the recall task to be difficult, the recall problem had no effect
on the assessment of people assertiveness. Empirical results demonstrate that the
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expectation of subjective experience influence the impact of the fluency of retrieval
on the evaluation of the amount of behaviors engaged. Similarly, studies have shown
the attribution of inferences on the behavior evaluation. Such attributions depend on
individual and situational factors. In the next section we present the theory that
explains more precisely these results.

Divergence-Attribution Theory

There are many types of information processing fluency (subjective experiences
with which individuals easily process information) that impact the judgment of indi-
viduals among a wide range of social dimensions (Alter and Oppenheimer 2009).
However, the variables that determine the allocation of inferences are applied to all
types of information processing fluency (Schwarz 2004). Schwarz et al. (1991)
showed that fluency of processing influences the judgment regardless of the content
accompanying the subjective experience of fluency. In this sense, what influences
the consideration of fluency recognition of an individual is applicable to the concept
of fluency of retrieval.

The recognition of a stimulus by an individual depends on the trace of it in his or
her memory; a trace that was left after he or she encountered that stimulus. Proximity
with the stimulus will activate its trace in memory; the recognition of a stimulus will
be the conscious perception of the resonance of this activated trace. In this sense, the
possession of an event’s trace in the memory is a necessary and sufficient cause to
recognize an object. Despite this logical notion of recognition, showed that one can
recognize an object or a person even without having previous encounter. This phe-
nomenon of feeling of familiarity is explained by the fluency of information pro-
cessing. The researchers showed that people used fluency heuristics in recognition.
People can judge that an object has been seen or met by assigning fluency of infor-
mation processing to past experiences with that object. This attribution act is con-
sidered unconscious, but the perception of familiarity is felt consciously (Whittlesea
and Williams 1998).

Similar to the availability of heuristic by Tversky and Kahneman (1973) and the
fluency of retrieval by Schwarz et al. (1991), there are many evidences regarding the
fluency of information processing such as perceptual fluency (Novemsky et al
2007), cognitive fluency or linguistic fluency. Despite the empirical validity of this
evidence in other areas, the idea that we unconsciously assign a heuristic only from
a simple information processing fluency further suggests several questions. For
example, Whittlesea and Williams (1998) have questioned the fact that there is not
a feeling of familiarity when we meet someone known. They wonder why in some
cases, even if there is a fluency of processing, assigning a heuristic does not occur.

Whittlesea and Williams (1998) have shown that to experience a feeling of famil-
iarity, we must be surprised by our fluency of processing. If the stimulus information
is processed fluently in an expected context, this exposure to the stimulus will not
produce a feeling of familiarity. In their experiment, individuals were presented by
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three types of words: the well-known words (i.e. TABLE), nonwords difficult to
pronounce (i.e. LICTPUB) and nonwords easy to pronounce which were created
from real words by changing one or more letters (i.e. HENSION). Then, each type of
stimulus was studied within a recognition test. During the test, the individuals first
pronounced each word (to measure the fluency of processing) and made a recogni-
tion decision to see whether the stimulus is considered new or old for them. Natural
words (i.e. TABLE) were treated very easily (827 ms), but were not associated with
old words. In the opposite, the quasi-homophones words (i.e. HENSION), even if
they have been treated with less fluency than normal words (988 ms), produced more
false alarms because they were considered as old words (37 % vs. 16 %).

Whittlesea and Williams (1998) explained this phenomenon as that when indi-
viduals easily pronounced the nonwords, they were surprised and the unknown
source was falsely attributed to the past. For example, when people read “HENSION”,
they were expecting a significant word, but it was a nonword. Such surprise was
associated with the incompatibility between the expectations and the results that
guided this feeling of familiarity. That is, the word “HENSION” was treated in a
more fluent way than what is expected for a nonword which created a perception of
divergence, followed by an unconscious allocation of the processing fluency heuris-
tic, and finally leading to feeling of familiarity. In marketing, these results were
replicated by Menon and Raghubir (2003) using the ease of retrieval in brand
evaluations.

Ease of Recall Automaticity

In this section, we explain how ease of recall heuristics is automatically used. The
automaticity is a characteristic of the information processing heuristic approach
(Chaiken 1980). Automatic information processing occurs unconsciously, without
control by the individual, without necessary attention, without any cognitive effort
and is involuntarily (Bargh 1989). Several empirical studies highlighted automatic
processes in the consumer decision-making field. For example, examined the
unconscious use of product information by individuals when aware of the informa-
tion presence and examined the use of product information when people were
unaware of the information presence. Similarly, research has shown the prevalence
of one or more automaticity criteria in the effects of consumers impulsivity, the
monetary value judgments (Raghubir and Srivastava 2002), the distance perception,
and phonetic effects of brand names on consumer judgments.

Taking into account the conditions proposed by Bargh (1989) to accomplish the
automatic information processing, Menon and Raghubir (2003) showed the ease of
retrieval automaticity through several experiments. First, they demonstrated that the
use of the ease of retrieval inference is uncontrollable. For example, individuals in
one of their experiment evaluated a brand of computer less favorable because of the
difficulty in restoring its positive properties, even when they were informed initially
that the other participants had found this recall task difficult. This phenomenon is
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explained by two possible reasons: people are not aware of the ease of retrieval used
as an information source to make judgments, or even if people are aware of it, they
are unable to control its use. These two reasons are related to automatic processing
(Bargh 1989). Furthermore, Menon and Raghubir (2003) showed that the ease of
retrieval inference is used without efforts. When individuals were imposed to a cog-
nitive load before the experience of recall, the ease of retrieval had an impact on the
evaluation of the same brand even when they were informed that the other partici-
pants found the task of recall easy or difficult. In another experiment, when indi-
viduals were informed that the other participants found the task of recall easy or
difficult, the ease of recall had an impact on the evaluation of the brand only when
cognitive load was imposed on individuals. These two experiments performed by
Menon and Raghubir (2003) showed that the ease of recall can be applied without
considerable effort. In summary, the ease of recall as an inference is automatically
used: without any control or efforts by the individual.

As we have noted earlier, satiation can be constructed from the perception of past
consumptions. The more we perceive that we have consumed a product, the more
we will feel satiation. The feeling of satiation of an individual toward a product is
an assessment based on memory. In this context, when an individual is exposed to a
product, he or she does not evaluate the product’s attributes, but its past consump-
tions. Furthermore, while evaluating its product’s past consumptions, the he or she
is not only influenced by the content of the past consumptions, but also by the ease
of retrieval of the stored information in memory.

Hypothesis

When the consumer is making a hedonic product buying decision, the assessment
may be based on the information from the memory (Menon, Raghubir, and Schwarz
1995). People often evaluate their past consumptions to make choices. Lack of
access to information from the memory, specifically in recalling past experiences,
can generate cognitive inferences that individuals use (Schwarz et al. 1991). The
individual unconsciously assign the difficulty of retrieval to the fact they have not
experienced that behavior a lot. This assignment will be automatic. Consumers
would use inference “if it is fluency, then it is old” (Jacoby and Dallas 1982; Schwarz
et al. 1991; Tversky and Kahneman 1973) to estimate their past consumptions. In
the case of a purchase decision making, the difficulty of retrieval of past consump-
tions could negatively affect these consumptions’ perception. Given that the feeling
of satiation is built on past consumptions perception (Galak et al. 2009; Redden and
Galak 2013; Wansink et al 2005), the difficulty of retrieval could therefore influence
the feeling of satiation. The difficulty of retrieval of past experiences plays an
important role in the increase of the desire felt toward the consumption of a product.
Based on this argument, we hypothesize:

H1I: The difficulty of retrieval will have a negative effect on the feeling of satiation
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The important condition for an individual to use the inference “if it is fluency,
then it is old” is related to the idea that there must be a difference between the actual
fluency of information processing and the expected one (Whittlesea and Williams
1998, 2000). To have the possibility of using inferences, there must be a dissonance
between our experiences, expectations, and what we are actually experimenting. If
a consumer already knows that finding 10 positive attributes of a product is difficult,
then he or she will not attribute this difficulty to the fact that the product does not
have a lot of positive attributes. Thus, the product will always be considered as of
good quality whenever this inference is not applied [study 2, Menon and Raghubir
(2003)]. Similarly, if a consumer is facing a difficult choice (price and quality)
among three alternatives, he or she will not use inference regarding the fact of
choosing the medium choice (the compromise effect) if he already knows that this
choice was also difficult for other consumers [study 4, Novemsky et al. (2007)].
Based on this argument, we propose:

H2: The expected difficulty of retrieval will have a negative moderating effect on the
relationship between the difficulty of retrieval and the feeling of satiation.

Method

One hundred and sixty-six university students participated in this experiment (80 %
males, 20 % females; aged between 18 and 35 years old). We used an online survey
method for data collection. The administration of the questionnaire was carried out
using the Sphinx online software (www.sphinxdeclic.com). We used a food product
with predominantly hedonic characteristics and repeated use. We choose refreshing
drinks. The list of drinks presented to respondents contained the most popular soft
drink in Peru, including Coca Cola, Pepsi Cola and local brands.

Procedure

We used three conditions: ease of retrieval, difficulty of retrieval, and difficulty of
retrieval with attribution (Schwarz et al. 1991). To manipulate the difficulty of
recall, we asked the first experiment group: “Remember the last time you have con-
sumed this drink”, the second group was asked to: “Remember the three (3) last
times you have consumed this drink”. Finally, for the third group, we used misat-
tribution feelings (Schwarz et al. 1991) that showed the expected difficulty effect.
We added, for this group, the following sentence under difficulty condition and
asked participants: “You know, remember the three (3) last times you had this drink
can be a quite difficult task” for that we assigned the difficulty to the task but not to
the fact that they have not consumed the drink much. In order to avoid the influence
of emotionally charged past experiences on inferences, we added one question for
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first group: “When was the last time that you have consumed this drink?” and three
questions for the second and third group: “When was the (penultimate, pre-penulti-
mate, last) time that you have consumed this drink?”” Here, the recall of past con-
sumptions is focused by individuals on peripheral information rather than content
information (Schwarz 2004). With regard to the manipulation of difficulty of
retrieval, we created three questionnaires each one with different conditions.
Participants were asked to choose from a list of drinks that they love most to provide
a similar hedonic state. Then, we measured the participants’ satiation feeling by
asking them about their desire to consume the drink again. Finally, we asked ques-
tions about the degree of difficulty of retrieval and the use of inference of difficulty
of retrieval.

Measures

For the feeling of satiation, as satiation is one of the consumer’s hedonic states, it
was measured by the desire to consume the product. In line with the first study of
Redden and Galak (2013), we used the following question: “How much you would
like to consume this drink now?” on an 11-points scale (O=very little; 10=very
much). To ensure that difficulty of retrieval has a significant difference, participants
assessed the task difficulty with three statements: “You found this difficult task
reminder”; “It took a lot of effort”; “This has forced you to think a lot”, adapted from
Menon et al. (1995), and using 11-points likert scale (0 =not at all agree; 10 = strongly
agree). To verify that the recall difficulty inference is used, we asked the following
question: “Have you succeeded recalled the (three) last time(s) you have consumed
this drink?”. This procedure is similar to one used by Whittlesea and Williams
(2000, experiment 2) to differentiate individuals who have used their memory from
those who used an inference.

Results

We first segregated individuals with a consumption frequency greater than 1 per
month because the control condition of this experiment is to have respondents with
a relatively high consumption frequency. Finally, we have 44 respondents for the
ease of retrieval condition, 43 for the difficulty of retrieval, and 48 for the difficulty
of retrieval with attribution. A second control variable in this experiment is that
consumers must like the chosen drink. Indeed, there is a significant consumer pref-
erence for drinks, M1=7.23 for the first group and M2 =6.88 for the second. We also
tested the manipulated variable, the difficulty of retrieval scale had a significant
Cronbach alpha coefficient (0.892), which allows us to say that the difficulty of
retrieval has been well measured and the scale is reliable. Next, we analyzed the
differential on recall difficulty between the first two samples to test whether
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manipulations succeeded. Respondents under the ease of retrieval manipulation
found effectively the task less difficult than those with difficult recall manipulation
(M1=2.42 vs. M2=3.52, Table 1), #(87)=3.46, p<0.05. Regarding the recall diffi-
culty inference (Whittlesea and Williams 2000), respondents with the condition of
difficult recall remembered less about their past consumptions than respondents of
easy recall (M1=5.59 vs. M2=4.16, Table 1), #(87)=4.31; p<0.05. Finally, to test
our hypothesis 1 about the effect of difficulty of retrieval on the satiation feeling, we
obtained that the more it is difficult to recall past consumptions, the more the indi-
vidual would like to consume the product again (M1=2.77 vs. M2=4.14, Table 2),
#(87)=2.07, p=0.041<0.05.

Regarding the condition of difficulty of retrieval with attribution, individuals
also liked the chosen drink (M3=6.33). To test the hypothesis 2 within the attribu-
tion effect, we compared two conditions: difficulty of retrieval without attribution
and difficulty of retrieval with attribution (M2=4.14 vs. M3=2.96, Table 2),
1(89)=1.72, p=0.089<0.10. Indeed, there was a difference between the two condi-
tions, which allows us to say that the attribution of having a difficulty affects feeling
of satiation.

Conclusion and Discussion

The effects of difficulty of retrieval on the feeling of satiation occurred as hypothe-
sized. Furthermore, the conditions were being successfully manipulated to test the
effect of the difficulty of retrieval. The reasoning used by consumers, “If I do not
remember, then I did not consume very much” has been activated under the inferen-
tial process.

Satiation plays an important role in consumption. Over the time, an individual
will eventually get fed up by a product with which he or she has been satisfied
before, especially for hedonic products. Research in consumer behavior considers
satiation as one of the causes of variety-seeking behavior (Kahn 1995). From an
economic approach, satiation has been seen as the result of past consumptions sum.

Table 1 Task recall and difficulty (easy vs. difficult recall)

Condition Task difficulty M (SE) Task recall M (SE)
Ease of recall 2.42 (1.3) 5.59 (1.49)
Difficulty of recall 3.52 (1.64) 4.16 (1.58)

Table 2 The desire to consumer under the different conditions

Condition Desire to consume immediately M (SD)
Easy of recall 2.77 (2.91)
Difficult of recall 4.14 (3.23)

Difficult of recall with attribution 2.96 (3.31)
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From a psychological approach, satiation is rather seen as the overall perception of
past consumption accumulation (Helson 1964). Our work has a more psychological
perspective of satiation, which is based on the premise that satiation is not deter-
mined by past consumptions rather built. The theory stating that preferences and
decisions are constructed in the moment is already accepted in the consumer behav-
ior explanation. Decisions or preferences construction is a cognitive—affective pro-
cess. Our work focuses on the cognitive process of preferences construction
including the inferences use.

We showed that in the case of difficulty of retrieval, the consumer can effectively
infer that he or she has not consumed a particular product a lot. This reduced per-
ception of past consumptions and will consequently make the consumer have less
feeling of satiation. Under the first two conditions, in our experiment, individuals
who had to remember the last three times they consumed their favorite drink
expressed more desire to consume the drink again than those who had just to
remember the last time. We also demonstrated that this inference used by the con-
sumer is moderated if the recall difficulty is expected. Under the third condition,
individuals who have been informed that the recall task is difficult did not use this
inference and therefore their desire was not affected.

Regarding the feeling of satiation in a decision-making situation, we believe that
the consumer chose the preferred product first and then evaluated quickly or uncon-
sciously his past consumptions. If that product has been consumed a lot earlier, then
he or she feel satisfied and thus preferred to choose another product and so on. If all
the products seem to satiate the consumer, then he or she will dare to try a new
product especially when the perceived risk is not high. We can also notice that there
is a correlation between individuals’ conscious recall about their past consumptions
and the used inference effect. In the same way as Whittlesea and Williams (2000,
experiment 2) found.

Future research should focus on the study of different types of products or expe-
riences. A product recall can be easier than recalling an experience; it will help
explain why we feel less satiation for an experience than with a product. Consumers
can easily locate a tangible product than an experience without a reference object.
In addition, it would be interesting to analyze the relevant conditions under which
the use of the studied inference might actually have an effect. In the same way as
Chaiken (1980), we can find conditions that are appropriate in a purchase situation,
such as time or even involvement may impact the use of inference.
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An Investigative Model to Explain Unhealthy
Food and Beverage Purchase Intentions

Jeremy J. Sierra, Anna M. Turri, and Harry A. Taute

Abstract

The competitive food marketing industry is fueled by demands of consumer con-
stituencies to include processed or, alternatively, organic foods and beverages in
their diet. Portrayals in the media further distinguish these two views. Linked to the
processed food and beverage adherent and particular to our research, corn-fed beef
and soft drinks made with artificial sugar offer consumers paltry health benefits. As
both corn-fed beef and soft drinks are copiously offered in the food and beverage
industry, we use these unhealthy food and beverage options as outcome variables in
our proposed model.

Although the existing research on food and beverage consumption offers meaning-
ful insight, our understanding of this exchange is far from complete (e.g., Hughner
et al. 2007). To help fill this research fissure, we offer a sequential choice process
model of nutrition information usage (USAGE), organic food brand tribalism (TRIBE),
self-esteem (ESTEEM), and feelings about shopping smart for healthy food (SMART)
on intention to purchase soft drinks made with artificial sugar (PISOFT), and intention
to purchase meat in which the cattle were raised on a corn diet (PIMEAT).

Regarding fast food consumption, research suggests negligible differences between
student and nonstudent samples (Fryar and Ervin 2013). Also, students and adults
have comparable sweetener preferences (Stokols et al. 2006). Thus, students [N =268
(mean age=22.62, SD=3.04), gender split evenly, Whites (72 %), Hispanics (17 %),
Blacks (6 %), and Asians (4 %)] at a southwest US business school were solicited as
respondents during regularly scheduled classes.

Estimation of the measurement model, with the 30 items comprising the six
scales, confirms convergent and discriminant validity. The relationships were tested
using SEM with LISREL 8.72. A COV matrix and MLE were used to estimate
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model parameters. Model estimation produced the following GOF statistics:
*(400df)=1250.04 (P=0.00, CFI=0.94, NNFI=0.93, and RMSEA =0.089). The
statistical power associated with the RMSEA statistic nears 1.0, so the GOF statis-
tics are assumed conservative (McQuitty 2004). The -statistic for each coefficient
is significant at the P<0.01 level [i.e., USAGE relates positively to TRIBE (H1;
t=8.06), TRIBE relates positively to ESTEEM (H2; t=6.33), and ESTEEM relates
positively to SMART (H3; t=7.10); SMART then relates inversely to both PISOFT
(H4; t=—4.12) and PIMEAT (HS5; r=-3.12)].

We used a sequential-based model to elucidate corn-fed beef and soft drink
purchase intentions. From the producer, product, and marketplace vendor, our model
provides acumen to consumers’ responses to supply chain members pertaining to
processed food and soft drink consumption; such understanding benefits both food
marketers and policy makers.

References available upon request.
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Web Atmospherics Effect on Intention
to Purchase: A Case of Online Apparel Stores

Lineta Ramoniené, Eglé Petrulyté, and Neringa Ivanauskiené

Abstract The main objective of the present study was to determine the effect of
website atmospheric variables on emotional states (pleasure and arousal) of the con-
sumer, which consequently would influence consumer’s behavioral response (inten-
tion to purchase) in Lithuanian online apparel stores. Three atmospheric variables
were chosen for the research: color, layout, and graphics. The study implemented
the experimental design where consumers had a simulated shopping online experi-
ence. The experiment was designed to have eight different treatments; thus eight
different online stores were designed with varying types of atmospheric variables.
Three above mentioned atmospheric variables were tested to determine whether
they have a significant influence on consumer’s pleasure and arousal. Atmospheric
variables’ effect on emotional states was identified, thus giving practical examples
of which types of separate atmospherics are advantageous to one another. Lastly, the
effect of consumers’ emotional states on their intention to purchase was researched,
which also distinguished the presence of significant relationship. Findings of the
present study are giving useful implications for future studies, regarding atmo-
spheric variables as influencers for consumer’s intention to purchase in apparel
shopping activities online. Moreover, the present study proposes the necessity for
the marketers to develop user friendly and esthetically attractive web stores.

Keywords Web atmospherics ® Emotional states ¢ Intention to purchase ® Apparel
industry
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Introduction

According to Kotler (1973), the environment or in other words the atmosphere can
be more influential than the product itself. Kotler was the first to term the qualities
and attributes of the store as “atmospherics.” This research is goaled to determine
web atmospheric variables and their influence on customer’s intention to purchase
within small size online apparel stores in Lithuania. It is especially important for
small marketers to understand and use purposefully specific web attributes for cus-
tomer attraction or clear competitive edge because they usually cannot rely on a
strong brand or quality image.

Web Atmospherics

In existing studies web atmospherics is assessed and defined in many different
ways. Richard et al. (2010) characterized web atmospherics as structure, effective-
ness, informativeness and entertainment, while Manganari et al. distinguished
atmospherics as a part of whole online store environment together with virtual
layout and design, virtual theatrics, and virtual social presence (2009).

Defining web atmospherics varies by different researchers, but its effect on
consumers’ emotions, behaviors, and intentions is empirically undeniable.
Correspondingly to Kotler’s (1973) definition, Dailey (2004) adapted the term
atmospherics to an online environment and described it as “conscious designing of
web environments to create positive effects in users in order to increase favorable
consumer responses” (p. 796). This definition of web atmospherics is applied in this
research. The most suitable web atmospherics stimuli taxonomy for present study is
presented in Table 1.

However, the last variable category music is rejected from this study, as investi-
gation of this particular characteristic requires software and equipment that not
every respondent in the research would be able to possess.

Table 1 Atmospheric variable taxonomy

Atmospheric attribute Sources

Layout and structure Eroglu et al. (2001), Richard et al. (2010), Richard (2004),
and Kluge et al. (2013)

Graphics Eroglu et al. (2001), Hopkins and Alford (2001), and Kluge
et al. (2013)

Colors Manganari et al. (2009) and Eroglu et al. (2001)

Music Eroglu et al. (2001) and Kim et al. (2009)

Note: Created by authors
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Intention to Purchase

The concept of purchase intent is considered as anticipated shopping behavior of the
individual in short-term buying decisions. Moreover, the intention of purchase
could be described as future projection of consumer behavior or a reflection of one’s
action and short-term behavior in a specific setting of the research (Flavian et al.
2006). Whitlark et al. (1993) described intention to purchase as a probability or
likelihood that the individual will actually purchase the product or service. Fishbein
and Ajzen (1975) defined purchase intent as an antecedent for actual behavior and
is soundly related to actual consumer behavior. Understanding the intention to pur-
chase and the variables that have the most significant impact on it can help policy
makers to decide upon choice of atmospheric cues, their usage, emphasis, and
development in an electronic shopping environment.

Linking Web Atmospherics and Intention to Purchase
through S-O-R Framework

Couple of decades ago, psychology environmentalists Mehrabian and Russell
(1974) introduced Stimuli-Organism-Response (S-O-R) framework which tests the
effects of environment on individuals decision making. Later on the model of emo-
tion was adapted specifically for the retail context by Donovan and Rossiter (1982).
The feelings that the individual is feeling when exposed to a particular environment
in the S-O-R model are described as pleasure, arousal, and dominance. Pleasure is
associated with feeling good, happy or satisfied in the research setting, when arousal
refers to stimulation, activism and being alert in the particular situation (Mehrabian
and Russell 1974). Dominance emotional state could be described as a feeling of
being in control of or the freedom to behave in a particular manner in the situation
(Donovan et al. 1982). However, recent researches that were applying this S-O-R
model dropped the dimension of dominance, because only pleasure and arousal are
correlated with each other and thus the lack of independence for the emotional state
of dominance and the necessary results could be bound with using only two dimen-
sions —pleasure and arousal (Russell and Ward 1982).

The S-O-R concept has been adapted in a number of studies researching the
impact of store environment and particular atmospheric variables in the environ-
ment. Such atmospheric cues as music (Smith and Curnow 1966; Milliman 1984;
Yalch and Spangenberg 1993; Kim et al 2009), color (Bellizzi and Hite 1992), light-
ing (Spies et al. 1997), and scent (Spangenberg et al 1996; Mattila and Wirtz 2001)
have been researched in a setting of traditional retailing. The studies reviewed are
supporting that atmospheric factors are empirically significant.

The adapted S-O-R framework for this study is considering web store atmospheric
attributes as the stimuli in the environment. Color, layout, and graphics were chosen
as influential stimuli. Consumer’s emotional states during the shopping experience
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Figure 1 Theoretical framework for the study

(pleasure and arousal) are considered as an organism, which is exposed to the envi-
ronment and can be positively or negatively affected by the attributes of the particular
setting. The behavioral outcomes of the respondent influenced by the emotional
states experienced will show the response of an individual, which in this case is con-
sumer purchase intent. The framework for this study is visually presented in Figure 1.

Several hypotheses were raised.

To summarize, many studies have confirmed the impact of atmospheric attributes
on consumer’s intention to purchase in both conventional (Turley and Milliman
2000; Moye and Giddings 2002; Parsons 2010; Grewal et al. 2009; Mueller and
Mack 2011) and electronic (Eroglu et al. 2001, 2003; McKinney 2004; Manganari
et al. 2009; Richard et al. 2010) retail environment. However, in Lithuanian retail
settings this topic has been ignored and even more the implementation of the theory
lacks research.

Research Methodology

Research Method

Experiment approach was chosen for this study, because the goal of the research is
to measure how changes in web retail environment affect consumer’s intention to
purchase. In order to establish comprehensive cause-and-effect relationships a field
experiment was selected as an instrument for the survey.

The research used convenient choice for respondent assignment with basic crite-
ria, of having had a shopping experience in the electronic store during last year. The
design of the experiment and treatments are shown in Table 2. The experiment used
a 2x2x2, between-subject, factorial design, thus overall eight treatments were
designed to proceed with the research (Table 3).

In order for the experiment and its separate treatments to have valid and reliable
results a number of 30 respondents were assigned to each of 8 treatments. Thus, the
total sample was defined as 240 respondents in the study. Moreover, the range of the
respondents was from 16 years, because this is the age limit from which the person
is legally allowed to own a debit or credit card and is permitted to shop individually
without adult supervision. To add to that, the only criteria that the respondents had to
meet in order to proceed with the research was an online shopping experience in the
last 12 months.
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Table 2 Research hypotheses

Hypothesis

H1 | Respondents who are exposed to websites with warm background colors will have higher
level of arousal than those who are exposed to websites with cool background color

H2 | Respondents who are exposed to websites with cool background colors will have higher
level of pleasure than those who are exposed to websites with warm background color

H3 | Respondents exposed to the environment with image-based information and thematic
storefront design will have higher level of pleasure than exposed to text-based
information and non-thematic storefront design.

H4 | Respondents exposed to the environment with image-based information and thematic
storefront design will have higher level of arousal than exposed to text-based
information and non-thematic storefront design.

H5 | Respondents exposed to Tree website layout will have a higher level of pleasure than
exposed to Racetrack website layout.

H6 | Respondents exposed to Racetrack website layout will have a higher level of arousal
than exposed to Tree website layout.

H7 | Level of the arousal experienced by the respondent will be positively correlated with his/
her intention to purchase

H8 | Level of the pleasure experienced by the respondent will be positively correlated with
his/her intention to purchase

Table 3 Matrix of the varying variables and treatments

Treatment Color Layout Graphics

1 Red Tree Image-based and thematic storefront design
2 Red Tree Text-base and nonthematic storefront design
3 Red Racetrack Image-based and thematic storefront design
4 Red Racetrack Text-base and nonthematic storefront design
5 Blue Racetrack Image-based and thematic storefront design
6 Blue Tree Image-based and thematic storefront design
7 Blue Tree Text-base and nonthematic storefront design
8 Blue Racetrack Text-base and nonthematic storefront design

Data Collection Process

The number of eight separate web stores was designed with varying types of atmo-
spheric variables corresponding the treatments created for the study. This was done
in order to simulate the whole shopping experience for the participant. During the
experiment, the participant was able to engage in browsing the pages and subpages
of the web store, exploit the functionalities, review the whole environment and
product portfolios offered. However, the whole cycle of shopping experience was
not included, because the ability to physically buy the product was not granted. In
the front page of the website the respondents were introduced with the request,
rules, and steps for the participation. After the simulated shopping experience the
participants were asked to fill out the questionnaire.
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Table 4 Demographics and frequencies of all treatments

Variable Frequency Percent
Sex Male 74 30.8
Female 166 69.2
Age 16-25 109 454
26-35 91 37.9
36-50 27 11.3
More than 50 13 5.4
Education Secondary 4 1.7
High-school 37 15.4
College 20 8.3
Bachelor, Master, Doctoral 179 74.6
Table 5 Validity of Cronbach’s | Number
measurement scales Variable Alpha of items
Color 0.880 4
Graphics | 0.841 4
Layout 0.904 4
Pleasure 0.912 4
Arousal 0.850 4
Intention | 0.942 4

Empirical Research Results

The distribution among demographic groups of the participants in all eight experi-
mental treatments is as follows (Table 4).

The questionnaire included several multidimensional items: color, graphics, lay-
out, pleasure, arousal, and intention to purchase. For checking internal consistency,
Cronbach’s Alpha was performed revealing strong consistency (Table 5).

Spearman’s correlation coefficient showed that the relationship exists between all
the atmospheric variables and both emotional states of pleasure and arousal (Table 6).

Later the independent #-test was used due to experimental conditions being
exposed to different participants and each one of them assigned to only one condi-
tion. The same number of respondents was (120 in each) assigned to treatments
with differing operational variables. Each operating variable had the same number
of respondents (Table 7).

The results regarding raised hypotheses were the following—hypotheses 1, 3,
and 4 were rejected and hypotheses 2, 5, 6, 7, and 8 were accepted.

Means and significance of differences between the means of emotional states and
all atmospheric operational variables showed that different atmospheric variables
affect not only the whole constructs of emotional state. Statistic measures showed
that variations of atmospheric variables influence different emotional feelings that
are later on summated into emotional states of pleasure and arousal.
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Table 6 Spearman’s correlation coefficients between atmospheric variables and emotional states

Pleasure Arousal
Spearman’s tho Color Correlation coefficient 0.500%* 0.489%*
Sig. (2-tailed) 0 0
N 240 240
Layout Correlation coefficient 0.303** 0.301%*
Sig. (2-tailed) 0 0
N 240 240
Graphics Correlation coefficient 0.549%* 0.519%*
Sig. (2-tailed) 0 0
N 240 240
Note: **Correlation is significant at the 0.01 level (2-tailed)
Table 7 Independent sample test
t-Test for
t-Test for equality equality of
Operational of means means
Variable variable Pleasure Sig. (2-tailed) Arousal Sig. (2-tailed)
Color Blue 5.4813 0.009 4.9813 0.017
Red 5.0458 4.6000
Graphics Image 5.4688 0.013 4.9854 0.015
No image 5.0583 4.5958
Layout Tree 5.1292 0.107 4.6500 0.079
Racetrack 5.3979 4.9313
ANOVA Analysis

In order to more thoroughly determine the effect of web atmospherics on emotional
states of the respondent the relationship between the evaluation of each atmospheric

attribute and emotional states was tested by using one-way ANOVA test. Each inde-

pendent variable was divided into three groups regarding the evaluation value that

they received:

* Group 1 —color evaluations from 1 to 2.74;
e Group 3—color evaluations from 2.75 to 3.25;
e Group 5—color evaluations from 3.26 to 5.

Table 8 indicates the distribution of respondents between the evaluation groups
for all independent variables. Also, the table presents the means of emotional states
for all evaluation groups.

All means were distributed in a satisfactory order. This indicated that the higher
the evaluation of the color the higher pleasure degree was experienced during the
experiment. However, these measures were not sufficient enough to support or reject

the hypothesis. Thorough analysis of ANOVA was performed subsequently.
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Table 8 Frequency table for independent variable’s evaluation groups and their means

Color evaluations Graphic evaluations Layout evaluations
Mean Mean Mean
Group | F Pleasure | Arousal F Pleasure | Arousal F Pleasure | Arousal
1 39 142179 39872 |29 |4.2241 3.7672 18 37083 | 3.4861
3 30 |4.8583 4.2833 |31 43145 |4.0645 19 |4.7105 4.2763
5 171 |5.5731 5.0629 180 |5.5944 5.0806 203 54532 |4.9544
120 | 5.2635 |4.7096 120 |5.2636 |4.7906 120 |5.2635 |4.7906

Table 9 ANOVA for groups of evaluations of atmospheric variables and emotional states

Pleasure Arousal

Mean Square | F Sig. | Mean Square | F Sig.
Color evaluations 31.975 22,692 0.0 22.785 16.720 0.0
Layout evaluations 28.324 19.672 0.0 20.552 14.876 0.0
Graphic evaluations 39.480 29.338 0.0 30.924 23.896 0.0

In order to proceed with the ANOVA testing assumption of homogeneity of
variance had to be met. This was done by looking into the significance value of the
Levene statistic. Null hypothesis for this test is that the variances between the groups
are equal. In most of the cases this test received a statistic which lead to rejecting the
null hypothesis, thus the variances between the groups were different. However,
theory indicates that one of the assumptions of ANOVA is that the variances of the
groups are equal. However, if violations of the assumption of homogeneity of vari-
ance occurs, ANOVA is still fairly robust in terms of the error rate when sample sizes
are equal (Hair et al. 2009).

When analyzing the results of ANOVA analysis, it can be concluded that there was
a significant effect of the color, layout, and graphic evaluations between the groups
on the degree of pleasure. Moreover, emotional state of arousal was also determined
to be influenced by color, layout, and graphics, because all the ANOVA tests indi-
cated Alpha values smaller than 0.05 (p<0.05). Furthermore, significant difference
was encountered within the groups of evaluations of atmospherics (Table 9).

ANOVA test showed that evaluations of color, graphics, and layout atmospherics
were significantly important when determining the value of emotional states, which
means that the higher evaluation these atmospheric variables accounted, the higher
degree of pleasure and/or arousal were experienced by the respondents.

Multiple comparison of all the variables and mean differences of pleasure
accounted among different groups of variable evaluations of each variable was per-
formed. The differences between means were considered as significant if the Alpha
value was smaller than 0.05. In this case, color and graphics accounted a nonsignifi-
cant difference only among groups 1 and 3, which indicated that respondents did not
perceive a different degree of pleasure if their evaluations for color and graphics
atmospheric variables were varying between 1 and 3.25. All the rest of mean differ-
ences proved to be significantly different between each other.
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Table 10 Multiple comparisons for variable evaluation groups for means of pleasure and arousal

Color Layout Graphics

Between | Mean Between | Mean Between | Mean

groups difference | Sig. groups difference | Sig. groups difference | Sig.
Pleasure

1 |3 —0.64038 0.070 |1 |3 -1.00219*% [0.031 |1 |3 —0.09038 | 0.951
1 |5 —-1.35515% |0.000 |1 |5 —1.74487*% 0.000 |1 |5 —-1.37031* | 0.000
3 |5 -0.71477*% 10.007 |3 |5 —0.74268* 10.028 |3 |5 —1.27993* | 0.000
Arousal

1 |3 -0.29615 0549 |1 |3 -0.79020 |0.104 |1 |3 -0.29727 | 0.570
1 |5 -1.07569* |0.000 |1 |5 —-1.46832*% |0.000 |1 |5 —-1.31331* | 0.000
3 /5 —0.77953* 10.002 |3 |5 -0.67812*% 10.045 |3 |5 —1.01604* | 0.000

“is significant at the 0.05 level

The opposite was observed with the arousal. In this case, respondents did not
perceive a significantly higher degree of arousal if their color, layout, and graphic
evaluations were varying between 1 and 3.25 (p<0.05). On the other hand, all the
other mean differences among groups that evaluated variables from 1 to 5 and from
2.36 to 5 accounted having a significant difference among each other (Table 10).

ANOVA test showed that evaluations of color, graphics, and layout atmospherics
were significantly important when determining the value of emotional states, which
means that the higher evaluation these atmospheric variables accounted, the higher
degree of pleasure and/or arousal were experienced by the respondents.

To conclude, firstly, empirical research results showed the significant relation-
ship between atmospheric variables and emotional states of pleasure and arousal.
Correlation coefficients showed a strong and moderate strength of each relationship.
Secondly, linear relationship was determined between the evaluations of the atmo-
spheric variables and emotional states. Lastly, emotional states were identified as
predictors for consumer’s intention to purchase.

Conclusion

The present study explored influences regarding two aspects. First of all, the influ-
ence of atmospheric variables on the emotional states of the consumer during the
shopping experiences was measured. The results of the study proved the significant
influence of all three variables. These results comply with the findings of previous
studies regarding this relationship (Mehrabian et al. 1974; Baker et al. 1994; Bellizzi
and Hite 1992; Biers and Richards 2005; Kluge et al. 2013). Moreover, in order to
observe the relationship between atmospherics and consumer’s emotions, opera-
tional variables were chosen for all atmospheric attributes. Colors were distributed
into cool and warm color types that were studied to be contrastingly different
(Mehrabian et al. 1974; Biers and Richards 2005). The results regarding the relation-
ship of colors and emotional state of pleasure complied with the results of Mehrabian
and Russell, which proved that cool color was more pleasurable for the respondents
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than warm color. However, the contrasting results were shown with the color influ-
ence of the arousal, where the present study showed the advantage of warm color
rather than cool. These results contravene with the findings of Biers (2005). When
talking about the layout of the website, in the present study Racetrack layout type
showed to be more arousing and pleasurable than Tree website layout type. These
findings contradict the results of previous studies (Griffith 2005; Vrechopoulos and
Atherinos 2009). Lastly, the effect of graphics as an atmospheric variable was
observed. The study tested whether image-based information and thematic store-
front design was more emotionally appealing to the participants than the website
without images and thematic storefront. The study produced the same results as Oh
et al. (2007) which indicated that customers respond more positively to websites
with images and thematic storefront.

Lastly, the intention to purchase of the consumer and whether it is influenced by
the emotional states of the consumer was proved in the previous studies (Donovan
et al. 1982, 1994; Machleit and Eroglu 2000). The present study also tested the rela-
tionship between emotional states of pleasure and arousal and consumer’s purchase
intent. Statistical results of the present study prove that the influence is significant and
that emotions really affect the consequent behavioral responses of the consumer.
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The Influence of Online Customers’
Regulatory Fit on Their Attitude
and Purchase Intention

Abdul Ashraf, Narongsak Thongpapanl, and Mohammed Razzaque

Abstract

At the same time that global internet usage has increased significantly in the past
few decades, the number of online shoppers has also risen rapidly as internet adop-
tion and penetration level increase. In addition to the slow acceptance of e-commerce
around the world, e-retailers also must face the challenges associated with selling in
a competitive marketplace: online shoppers can switch from one website to another
effortlessly (Deng and Poole 2010) and so increased web traffic does not necessarily
and automatically translate into sales (Doherty and Ellis-Chadwick 2009). Hence, it
is crucial for e-retailers facing ever increasing global and domestic customer
demands and competition to develop a deeper comprehension of the driving forces
that not only attract online customers to a website but also motivate them to take a
desired action and/or make a purchase.

Previous studies have disproportionately focused on tangible products with little
focus, both theoretically and practically, on how consumers use websites to make
purchasing decisions. Our view is that in the online context it is not merely the prod-
uct that plays a vital role in the decision-making process, but the type of shopping
experience may also contribute significantly toward the selection of an e-retailer and
the subsequent actualization of the purchase decision (Babin et al. 1994; Rust and
Lemon 2001). In the context of online businesses, website homepages are arguably
the “first contact” point between firms and their potential customers (Wang et al.
2011) and they offer varying levels of pivotal shopping experiences through their
functionality and appeal (Van der Heijden 2004). The type of online shopping expe-
rience, whether it is hedonic (esthetically appealing, experimental, and enjoyment-
related) or utilitarian (instrumental, practical, and functional), is not only important
for customers while making decisions, but also helps shape initial impressions of a
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e-retailer and determine whether customers will respond to the website and explore
it further (Udo et al. 2010).

Drawing on prior research, we extend the goal compatibility principal (Chernev
2004) by linking consumers’ regulatory goals with the hedonic and utilitarian nature
of a website. Specifically, our study examines the moderating effect of consumer’s
regulatory focus on the relationships between hedonic versus utilitarian shopping
experience with shoppers’ attitude and purchase intention. Additionally, as a response
to Lee and Aaker’s (2004) research, our study also explores the degree to which and
the manner in which the interactive effect of regulatory focus and shopping experi-
ence (or the regulatory fit effect) differ across different countries.

References available upon request.



The Impact of Website Stimuli on Product
Returns in Online Retailing: A Structured
Abstract

Niklas J. Hellemann and Malte Brettel

Introduction

Product returns are a phenomenon that seems to be closely interconnected with the
rise of online retailing in the last decades. However, key questions in this area still
remain unanswered. What specific factors drive customers to return merchandise
purchased online? How does their cognition and behavior during the purchase pro-
cess affect returns? Can online retailers adjust their websites to impact return behavior?
The current research attempts to develop a better understanding of the association
of the purchase decision process and product return intentions, while evaluating the
utilization of website characteristics to decrease product returns. In order to do so,
the paper presents the results of an experiment designed to test the impact of certain
cues, such as the level of product information, on an online shopping website on the
intention to return merchandise.

Background

In the last decade, online retailing has experienced unrivaled growth in terms of
revenues (U.S. Department of Commerce 2013). Yet, at the same time online retail-
ers are facing substantial cutbacks in terms of profitability due to high return rates
(Petersen and Kumar 2009).

While certain retailers have attempted to mitigate these cutbacks by sanctioning
customers for product returns through stricter policies, it has been noted that there
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are certain risks associated with less lenient return policies (Petersen and Kumar
2009). Many retailers, thus, attempt to decrease product returns in more subtle
ways, e.g., by direct communication on the shopping website or by means of web-
site characteristics. Occurring in the prepurchase phase, these measures all aim at
influencing the purchase decision process, for instance through messages that indi-
cate the environmental effects of unnecessary product returns or providing addi-
tional product information to optimize the purchase decision and minimize
disconfirmation upon delivery.

Interestingly, only very few research efforts can be identified even in the general
areas of product returns and shopping website characteristics. Especially, the inter-
section of both areas has received only little attention by the scientific community.
While there have been some investigations of effects of website characteristics on
other customer behaviors (Mandel and Johnson 2002), there have been no efforts to
understand the influence of prepurchase processes on return behavior in the envi-
ronment of shopping websites. In their seminal article, however, Bechwati and
Siegal (2005) provide an initial avenue for research by investigating the impact of
cognition during the purchase decision on product returns. The authors demonstrate
that increased levels of cognitive responses in favor of a chosen brand can in fact
decrease the likelihood of product returns. They argue that, under certain circum-
stances, these thoughts can act as retrievable counter-arguments after being con-
fronted with disconfirming information. In order to manipulate the amount of
cognitive responses, the authors employ the inoculation paradigm by McGuire and
Papageorgis (1961), which basically confronts participants with mild attacks on
their chosen brand. The authors find that a higher level of elaboration, elicited by
this procedure, can in fact lead to a higher number of stable arguments in favor of
the chosen product and to a decrease in the intention to return it. When considering
a purchase decision as a specific form of judgment, these findings are in line with
well-established principles from persuasion theory, stating that increased levels of
elaboration lead to more stable judgments when confronted with arguments (Petty
and Cacioppo 1986). While the inoculation paradigm, however, might not be easily
implemented in a realistic shopping context or be simply adopted by retailers, a
direct induction of elaboration (e.g., by an unobtrusive message on the website)
could be a feasible way of engaging customers in higher levels of elaboration during
their purchase decision.

Customers utilize information search when making a purchase decision, based
on both internal (memory) and external sources (e.g., the shopping website)
(Blackwell et al. 2001). In an online shopping environment, however, customers
face a high degree of uncertainty during purchase decisions. They cannot fully
experience all aspects of a specific product until it is delivered to their homes with
a certain time lag. Thus, the presented product information is of specific importance
during the purchase decision process in an online environment (Park and Stoel
2005). A critical level of product information needs to be available in order to gen-
erate more or less stable arguments in favor of a chosen product, which can be
retrieved during the postpurchase situation.
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Persuasion theory (Petty and Cacioppo 1986), in addition, states a certain inter-
action between elaboration level and the tendency to leverage information. More
specifically, individuals exhibiting a higher elaboration during a persuasion attempt
demand more complex levels of information to develop their judgment.

We, thus, propose that higher levels of elaboration during the purchase decision
might lead to a decrease in product returns. In addition, we argue that in fact a suf-
ficient level of product information has to be presented on a shopping website in
order to lower the intention to return a chosen product. Furthermore, we suggest that
customers who demonstrate higher levels of elaboration during the purchase decision
will be most convinced of their product choice and subsequently return less, only if
they have the right amount of product information at their disposal.

With the current work we aim at expanding knowledge in product return research
in two ways. First, we seek to broaden the understanding of the link of purchase
decision processes (specifically information processing) and product returns.
Second, we are —to the best of our knowledge —the first to investigate the influence
of shopping website characteristics on product returns.

Research Methods

We employed an experimental design with a convenience sample of students, which
was acquired through an existing experimental panel database. The final sample
consisted of 167 participants after three participants were excluded from the analyses
(one due to obvious inabilities to understand the instructions and two due to a clear
lack of willingness to give serious answers).

The laboratory experiment followed a 2 (low vs. high elaboration) x2 (low vs.
high product information level) design. All participants in a specific experimental
group worked on the task simultaneously. The allocation to the different experimen-
tal trials occurred randomly. Participants received a fixed compensation.

Upon arrival in the laboratory all participants were randomly seated. They were
presented a neutral shopping website that asked them to make a decision between
three products (blue jeans) that were described through a picture and two attributes
(six attributes in the high information condition). Product attributes were identified
during a pretest, as being those attributes with the most important ones for a product
choice in that category. The high elaboration group was presented an additional
message at this point, asking them to make a very elaborate and conscious decision.
After the product choice task the participants were asked to list all thoughts they had
during the decision process, after which they were asked to answer several ques-
tions with a different focus. After a while they were presented a “delivery screen”
that stated the arrival of their product in connection with additional information
about the fitting and quality characteristics of the blue jeans. The product character-
istics and fitting picture were independent from their chosen product and identical
for all participants. After this screen the participants had to state whether they
intended to return the delivered blue jeans. An additional behavioral return task was
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omitted, as Bechwati and Schneier Siegal (2005) could not identify any significant
difference between the intentional and behavioral operationalization of product
returns. In contrast to Bechwati and Schneier Siegal (2005), however, the item was
designed using a 7 pt Likert-Scale (Not likely to return at all— Very likely to return).
At the end of the experiment several control variables (age, gender, education level,
monthly income, years of active online shopping, and online shopping budget) were
assessed as well. As manipulation checks, the thought listing task after the purchase
decision was employed. In order to check for the level of elaboration, the number of
generated words was assessed. For the information condition a hidden timer vari-
able was utilized in order to account for the higher amount of time necessary for
additional information processing.

Results and Discussion

The treatment groups do not differ significantly in regard to most of the control
variables. However, there were some statistically significant differences in years of
active online shopping [F(3,163)=2.743, p<0.05]. A post-hoc Dunnett’s-T3-test
suggests a mean difference between the low elaboration, high information condition
and the high elaboration, high information group. Considering, however, that the
mean in the latter group is still at around 3 years of online shopping experience (on
the utilized categorical scale), it can be assumed that this difference has no substan-
tial impact on the remaining results.

Manipulation check analyses reveal expected results, as participants in the high
elaboration conditions generated significantly more words in the thought listing task
than those in the low elaboration groups [MElab, Elab+Info=20.23(15.746), MC,
Info=13.76(11.558), F(1,165)=9.277, p<0.01] and participants in the high infor-
mation groups exhibit a longer processing time than in the low information groups
[MInfo,Elab+Info=30.327(12.526), MC,Elab=22.678(13.078), F(1,165)=14.339,
p<0.001].

A multifactor ANOVA results in a significant main effect of information level on
return intention [F(1,163)=6.336, p<0.02]. The main effect for elaboration during
the product choice task is not statistically significant, as is the elaboration informa-
tion interaction. As expected, direct group comparisons reveal a highly significant
difference between the control group (low elaboration, low information)
[MC=4.43(2.419)] and the high elaboration, high information condition
[MElab +Info=3.07(2.037), 1#(62.229)=2.568, p<0.02]. Furthermore, the control
group shows no significant difference to the low elaboration, high information
group [MInfo=3.74(2.131), #(86)=1.428, p>0.05] and the high elaboration, low
information group [MElab=4.21(2.396), 1(96)=0.458, p>0.05]. Error! Reference
source not found shows the means of the remaining experimental groups.

However, when elaboration is high, participants who had been presented a higher
level of product information report significantly lower return intentions
[MElab=4.21(2.396), MElab +Info=3.07(2.037), #(60.780)=2.214, p<0.05].
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Our current findings suggest that the level of product information presented on a
website indeed plays an important role in influencing the intention to return in cus-
tomers. Product description pages that contain more information seem to provide a
better basis to assist customers in making better purchase decisions leading to lower
return intentions. Furthermore, our results imply that directly engaging customers to
make a more elaborate purchase decision can be a rather dangerous measure. It
seems that there is much less to gain than to lose for retailers, as elaboration elicited
this way does not per se lead to a reduced intention to return, while it could in fact
hinder impulse buying and thus impact sales. Hence, the long-lasting standard prin-
ciple of maintaining a mode of impulse buying across the customer journey seems
to be still the best option for retailers who want to optimize both sales and profit-
ability (Dawson and Kim 2009). While a clear interaction effect between elabora-
tion and information could not be identified, our findings suggest that there seems
to be some additive interrelation between cognitive processing and information
level.

In this context it would also be worth investigating the underlying processes of
product information, for instance whether disconfirmation and product satisfaction
are somehow affected by a higher level of information. Further analyses are cur-
rently underway to assess specifically this aspect. Additional analyses of remaining
experiments are also currently under work in order to investigate the effects of fur-
ther website characteristics and communication measures (such as a direct appeal
not to return or highlighted sales tags to stimulate perceived value) on product return
behavior.

References available upon request.



Investigating E-Servicescape, Trust, E-WOM,
and Customer Loyalty

Gina A. Tran and David Strutton

Introduction

Old Spice cleverly used a handsome actor to play the Old Spice Man character for
a Super Bowl commercial in 2010. After the game, this Old Spice commercial was
viewed more than 13 million times on YouTube, a social media video-sharing site.
This viral marketing campaign, also known as electronic word-of-mouth (E-WOM),
propelled the Old Spice brand into the forefront of consumers’ minds, increased
brand awareness, and inspired people to share the video links with their family,
friends, and coworkers.

Background

The rapid growth of E-WOM is an indication of consumers’ increased willingness
to convey marketing messages to others. However, despite this development, mar-
keting academics and practitioners do not fully understand this powerful form of
marketing. This study enriches our understanding of E-WOM and how e-servicescape
may lead to E-WOM. To that end, Stimulus-Organism-Response Theory (Mehrabian
and Russell 1974) and the Network Co-Production Model of E-WOM (Kozinets
et al. 2010) are applied to investigate the relationships between e-servicescape,
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trust, E-WOM intentions, customer loyalty, and purchase intentions. Two forms of
E-WOM were examined, namely emails and social network postings. E-servicescape
is defined as the online environmental factors of a marketer’s website (Harris and
Goode 2010). E-servicescape is composed of three main dimensions, including
esthetic appeal, financial security, and layout and functionality.

Methodology

This study used cross-sectional customer data from a single e-tailer to test the fol-
lowing hypotheses.

H1 (a—g): E-servicescape is positively related to the website’s (a) visual appeal, (b)
entertainment value, (c) customer reviews, (d) interactivity, (e) relevance of
information, (f) ease of payment, and (g) perceived security.

H2: E-servicescape is positively related to consumer trust in the website.

H3: Trust is positively related to the likelihood of engaging in E-WOM behavior.

H4: Trust is positively related to customer loyalty.

Precedence has been established for the use of single-firm data in prior research
studies (Harris 1990; Mahajan et al. 1984; Newman et al. 2010). The majority of the
company’s sales are realized via its website, making this e-tailer an appropriate firm
for testing the hypothesized relationships. Since the company does not have many
brick-and-mortar stores, there is little chance of customers’ confounding the physi-
cal store servicescape with the e-servicescape.

The data were collected through a nationwide survey offered online through
Qualtrics. For 2 weeks, customers of the e-tailer were invited to complete the survey
in exchange for a 20 % discount off their next purchase. The company offered
access to the survey questionnaire link via both email and Facebook posting. The
questionnaire was identical for both groups of respondents, with the exception of
E-WOM scale items adapted for the particular form of communication (i.e., email
or Facebook posting).

Structural equation modeling was used to analyze the responses. Scale items
were adopted and adapted from the literature. Customer reviews were added as an
additional subdimension of e-servicescape. The findings suggest that e-servicescape
positively impacts trust, which in turn positively influences E-WOM and customer
loyalty.

Results and Discussion

After the EFA iterations, CFA iterations, and removal of reverse-coded and poorly
worded items, e-servicescape had 24 measurements items. Trust, loyalty, and
E-WOM had 11 items total. Hypotheses were tested using structural equations
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modeling. The structural model provided a good overall fit to the study data:
x*=1724, df=550, RMSEA =0.049, SRMR =0.052, NNFI=0.98, CFI=0.96, and
IFI=0.97 (Hu and Bentler 1999). Hla to Hlg were evaluated by examining the path
coefficients between each subdimension of e-servicescape (i.e., visual appeal,
entertainment value, ease of payment, etc.) and e-servicescape, where e-servicescape
serves as a second-order construct. H2 was evaluated for e-servicescape toward
trust. H3 and H4 were evaluated by examining the path estimates for trust toward
E-WOM and loyalty, respectively.

Both Hla and H1b predicted that e-servicescape would be positively associated
with visual appeal and entertainment value, which are both subdimensions of
esthetic appeal. These hypotheses were supported (completely standardized path
estimate =0.549, r-value=13.34, p-value <0.05; completely standardized path esti-
mate=0.683, f-value=16.15, p-value<0.05). For the layout and functionality
dimension, Hlc, H1d, and Hle predicted e-servicescape would be positively cor-
related with customer reviews, interactivity, and relevance of information. These
three hypotheses were also supported (completely standardized path esti-
mate=0.235, r-value=4.86, p-value<0.05; completely standardized path esti-
mate=0.474, t-value=13.99, p-value<0.05; completely standardized path
estimate=0.619, t-value=20.58, p-value<0.05). HIf and Hlg predicted
e-servicescape would be positively related to the ease of payment and perceived
security; both of these are part of the financial security dimension of e-servicescape.
Both of these hypotheses were supported (completely standardized path esti-
mate=0.423, t-value=14.90, p-value<0.05; completely standardized path esti-
mate=0.482, r-value=17.11, p-value <0.05).

H?2 posited that e-servicescape would be positively related to trust. This hypoth-
esis was supported (completely standardized path estimate =0.923, t-value =22.74,
p-value <0.05). The R? value of 0.852 for trust was high, which indicates that these
e-servicescape subdimensions are robust predictors of trust in online retailers. H3
predicted that trust would be positively associated with E-WOM behavioral inten-
tions. H3 was supported (completely standardized path estimate=0.340,
t-value =8.00, p-value <0.05). The R? value of 0.116 for E-WOM intentions was not
as robust. This low R? value indicates that other important variables may help better
explain E-WOM behaviors. Finally, H4 posited that trust would be positively cor-
related with customer loyalty, which was supported (completely standardized path
estimate=0.695, t-value = 15.63, p-value <0.05). The R? value 0.483 for loyalty was
also high, which suggests that trust accounts for a large portion of customer loyalty.
Trust is a significant and robust predictor of consumers’ patronage behaviors.

Contributions

The present research was aimed at addressing two main research questions pertaining
to e-servicescape, trust, E-WOM, customer loyalty, and purchase intentions. The role
of customer reviews in e-servicescape was investigated. The relationships between
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e-servicescape and trust, trust and E-WOM, and trust and customer loyalty were
examined in an integrated research model. To answer the first question, customer
reviews, as a subdimension in the layout and functionality dimension, were signifi-
cantly related to e-servicescape. While the path estimate for customer reviews in
relation to e-servicescape was lower than other subdimensions, this finding is still
important. The low path estimate may be an artifact of the research design, with a
particular e-tailer in a specific product category. Also, the target market for the e-tailer
consists of Baby Boomers, which may diminish the value of customer reviews in
their online purchase decisions involving apparel and accessories.

The second research objective was to test an integrated research model with
e-servicescape, trust, E-WOM intentions, and purchase intentions. The results of
this study supported the comprehensive model tested. E-servicescape was positively
related to trust, which is consistent with previous research (Harris and Goode 2010;
Tran et al. 2012). Trust has been recognized as a key mediator in the relationship
between website quality (Everard and Galleta 2006), website design (Kim et al.
2009), and e-servicescape (Harris and Goode 2010) with purchase intentions and
customer loyalty (Srinivasan et al. 2002). The findings provide additional support
for trust as a mediator variable, which explains the associated behaviors of E-WOM
intentions and customer loyalty.

Moreover, the research findings provide a better understanding of the potential
multidirectional flow of information. In the Network Co-Production Model of
E-WOM, Kozinets et al. (2010) illustrate how a marketer’s seeded message is sent
directly to the first consumer and he or she then embeds meaning into the message
and forward the communication to other consumers. The other consumers may
respond directly to the shared E-WOM communication and this is one way in which
the multidirectional flow of information may happen. Another possibility for the
multidirectional flow of information includes customer reviews. The online reviews
are provided by other consumers, who originally read marketer-generated informa-
tion in the process of making their purchase decisions. In this study, the multidirec-
tional flow of E-WOM information shown in the Network Co-Production Model is
captured with the customer reviews as a subdimension of e-servicescape. The results
suggest that customer reviews are significant in users’ perceptions of e-tailers’
websites.

As competition for online businesses continues to grow, e-tailers must consider
how to use their resources effectively. These resources may be used to add addi-
tional features to boost website design, improve website quality to enhance the cus-
tomer experience, and promote the offerings in efforts to acquire new customers and
engage existing customers. The e-servicescape of an e-tailer has much power in
determining consumers’ level of trust in the e-tailer. Toward the goal of maximizing
trust, organizations should carefully design elements of their websites to convey
trustworthiness, dependability, and credibility. Online purchases are generally asso-
ciated with higher levels of perceived risk (Urban et al. 2000), which makes trust-
building a crucial part of the online transaction process. Other researchers have also
found that users’ perceptions of website design and quality are associated with trust
(Kim et al. 2009). Trust is a potential deal-breaker for converting online browsers to
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online purchasers and companies must pay attention to factors of their website that
highly influence consumers’ trust (Harris and Goode 2004). Engendering online
trust involves decreasing consumers’ perceptions of risk as it pertains to the website
quality and attributes (Forsythe and Shi 2003).

Previously, the conceptualization of e-servicescape did not include customer
reviews. As consumers’ expectations of websites continue to grow, customer
reviews are a crucial element of the environmental factors of an e-tailer’s website.
For shoppers of exclusively e-commerce businesses, the problem of not being able
to touch, smell, or try on the merchandise is particularly tricky in the decision-
making process. Offering customer reviews helps e-tailers to overcome these disad-
vantages. This consumer-created information influences online sales (Chen and Xie
2005), with 78 % of American consumers agreeing that online reviews impact their
purchase decisions (Purchase Decisions 2013). The findings support customer
reviews as a subdimension of e-servicescape. This discovery provides statistically
rigorous evidence that customer review is an essential part of e-servicescape.
E-businesses should focus on providing valuable information through online
reviews to help customers make their purchase decisions. Customer reviews play an
increasingly important role in the overall e-servicescape of an e-commerce
business.

These findings contribute to the marketing research on E-WOM theory and elec-
tronic commerce shopping behavior. This study yields practical implications for
marketers in understanding consumers’ perceptions of websites and how to better
design sites. In addition, these findings add to knowledge on how to engender con-
sumers’ trust and customer loyalty online. Finally, this research provides sugges-
tions for firms wanting to create marketing campaigns that will lead to E-WOM.

References available upon request.
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A Capability-Based View of Brand
Management

Pramod Iyer, Arezoo Davari, and Abdullah Alhidari

Abstract Brands are assets that are intangible in nature. This provides companies
with the potential to extract higher rents or prices from customers (Keller and
Lehmann 2006). Key to building strong brands lies in the way firms manage their
brands. This capability called brand management includes all the activities that
firms undertake to develop and maintain brands (Low and Fullerton 1994). Brand
managers are the ones who manage brands and hence become an important resource
in developing brands. Brand management capability has developed from being an
administrative function to a more strategic function (Rust et al. 2004; Low and
Fullerton 1994). Merz et al. (2009) trace the development of brand management
originating from individual goods-focus (Copeland 1923; Low and Fullerton 1994)
to value-focus (Park et al. 1986), relationship-focus (Aaker 1992; Keller 1993), and
finally toward stakeholder-focus. Relying on the knowledge or capability-based
perspective (Barreto 2010; Cohen and Levinthal 1990; Helfat and Petraf 2009;
Kogut 1988; Levinthal and March 1993), we argue that for effective brand manage-
ment firms need to have certain capabilities and knowledge. The brand management
capability of an organization is an operant resource (Vargo and Lusch 2004, 2008),
which enables an organization to achieve competitive advantage (Grant 1996; Hunt
and Morgan 1995; Challagalla et al. 2014) by creating strong brands. This capabil-
ity and knowledge is an idiosyncratic and unique resource which is hard to imitate
(Barney 1991) since it is a combination of several organizational and personnel
characteristics. However, despite its importance, few studies have explored the ante-
cedents of brand management capability within an organization. Using Complex
Adaptive System Perspective (Grant 2003; Arikan 2010; Paswan and Tran 2012),
we argue that brand management capability is developed through the interactions
between the senior management, other internal managers, external stakeholders
such as advertising agency and channel personnel, external environmental factors,
and brand managers. The importance of this study is highlighted by the fact that
marketing function, especially brand management, has come under a lot of criticism
for the lack of objective financial measures to determine its value (Nath and Mahajan
2011; Srivastava et al. 1998). With increasing importance of brands and brand
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management (Keller and Lehmann 2006; De Chernatony and Cottam 2009, Cui
et al. 2014), it is imperative to identify factors that facilitate the creation and man-
agement of strong brands. Finally, this study contributes to the increasing calls to
view brand management function as an application of knowledge, contributing to
the viewpoint of marketing resources being dynamic capabilities (Day 2014;
Kozlenkova et al. 2014). The proposed framework will help firms that are lagging in
one or more of the dimensions of brand management capability (i.e., organizational,
human, or relational).

References available upon request.
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Integrating ERP and CRM into the University
Curriculum with Microsoft Dynamics AX
and CRM

Kenneth D. Hall and Hayden W. Wimmer

Abstract The authors are currently developing integrated ERP and CRM courses
based on the Microsoft Dynamics platform (chosen in part because the authors’
institution has a pre-existing membership in the Dynamics Academic Alliance).
Students will co-register in both ERP and CRM with projects, assessments, and
instructors flowing between courses to provide truly integrated content. Both
employers and scholars call for greater curricular integration in business. Students
will benefit from the integrated CRM/ERP courses by using multiple framing to
address business issues, a practice shown to have positive impact on learning out-
comes. Extant literature suggests that discipline-specific, content-centric learning
outcomes from integrated curricula are as good as or better than those of conven-
tionally delivered content. Measures of selected learning outcomes will compare
students in the team-taught, integrated courses to student performance on equivalent
measures in other upper-division business courses.

Keywords Curriculum integration e ERP e CRM e Experiential learning ® Curriculum
mapping ¢ Collaboration

Introduction

Enterprise Resource Planning (ERP) systems are core sets of integrated software that
coordinate business operation functions within a business firm (Wagner and Monk
2008). ERP systems are vital to enterprise as they integrate dispersed business opera-
tions such as manufacturing and finance, while providing flawless transaction support
(Framinan et al. 2003). Similarly, Customer Relationship Management (CRM)
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combines people, process, and technology to help firms better understand, serve,
retain, and grow their customers (Chen and Popovich 2003). Understanding the pro-
cess of managing customer relationships is an important topic and has been linked to
firm performance (Reinartz et al. 2004).

Higher education continues to adapt ERP into the curriculum process (Bedell et al.
2007) and CRM has been adopted in marketing courses such as internet marketing
(Parker 2014) or in dedicated CRM courses. While ERP and CRM are represented on
an increasing basis in the curriculum, they still tend to do so separately. A significant
opportunity for integrating the aforementioned topics exists, yet the literature to date
yields relatively little. The present research is an attempt to address that gap.

CRM is typically addressed in a limited, ad hoc fashion, despite the fact that
marketing scholars increasingly characterize the present era as the “CRM era of
marketing” (Kerin et al. 2013) and the need to measure profitability at the customer
level as much as, or even in preference to, the product level (Capon and Hulbert
2007; Peppers and Rogers 2004). ERP implementations in the curriculum and in
textbooks overwhelmingly are based on the SAP system. New advances in technol-
ogy and investment from Microsoft have spawned the emergence of Dynamics AX
and CRM, a full-featured solution designed to compete with SAP. In this work, we
aim to design integrated ERP and CRM courses based on the Microsoft Dynamics
platform (chosen in part because our institution has a pre-existing membership in
the Dynamics Academic Alliance). In our model, students from supply chain, tech-
nology, and marketing majors are the target with students co-registered in both ERP
and CRM with projects, assessments, and instructors flowing between courses to
provide truly integrated content.

Motivation

Graduates in fields such as supply chain management, marketing, and information
technology management will be expected to have an all-inclusive and encompassing
view of business operations. This view must span functional disciplines so students
understand the flow of information and documents internally and externally.
Conventional course design consisting of lecture and assessment is not adequate to
impact student learning on such a critical topic. Both employers and scholars of
teaching and learning also call for greater curricular integration in business (Colby
et al. 2011; Strempek and Husted 2010). In the integrated courses under develop-
ment, theory and justification of ERP and CRM will be presented along with hands-
on examples in industry leading software, Microsoft Dynamics AX and CRM,
studying the flow of information, capital, and materials throughout the organization.
Additionally, students will learn how each module of an ERP system interfaces with
other ERP modules, CRM, and business units by following a sample case through-
out the semester. The proposed courses are designed to have automatic co-registration
with CRM and taught by an interdisciplinary team permitting projects, assignments,
and assessments to interlace within both courses. Benefits of interdisciplinary team
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teaching include increased student—teacher interaction (Little and Hoel 2011;
Wadkins et al. 2006) and increased understanding of cross-disciplinary content
(Little and Hoel 2011).

Content areas of the integrated courses will take multiple perspectives encom-
passing different functions of the firm. For example, discussion of customer profit-
ability in Integrated CRM will consider not only the direct “sales and marketing”
aspects of customer profitability, but also the need to assure that the information
flowing from the ERP system to the CRM allows an accurate and appropriate assess-
ment of customer profitability. Together, the courses will address marketing learn-
ing objectives particularly in (1) organizational purchasing and decision making, (2)
managing relationships in the supply chain, and (3) customer profitability and cus-
tomer retention, an area that needs further emphasis in the marketing curriculum.
The partner courses will address ITM learning objectives by (1) applying technical
skills to decision making, (2) managing technology and implementations, and (3)
applying a systems perspective to business operations.

Course content delivery (lecture or otherwise) of the proposed customer relation-
ship management course and the enterprise resource planning course will be integrated
by weekly instructor collaboration. Each instructor will share key points/learning
objectives with the colleague instructor, so that the colleague can reiterate or reinforce
those points in subsequent content, weaving together the content of both courses from
different perspectives (sales and marketing for the Integrated CRM course, and finance,
operations, and other functional areas in the Intra-Organizational ERP course).
Co-registration of the student cohort is expected to clarify expectations at the outset
and impress on students that the courses will be different in nature from conventionally
presented course content, following recommended practice in overcoming student
resistance to team teaching or other novel methods (Helms et al. 2005).

The Association to Advance Collegiate Schools of Business (AACSB) accredits
higher education business programs and requires member institutions to demon-
strate impact and engagement (as well as innovation) within their programs. The
integrated nature of the course will permit the instructors of both courses to enhance
assurance of learning by facilitating the widely adopted “introduce, reinforce, mas-
ter, and assess” curriculum mapping model through multiple courses and disciplines
simultaneously. For example, content could be introduced in one course, reinforced
and applied/mastered in the partner course, then assessed as a project in the first
course (or both courses). Additionally, assessing across courses will permit the
instructors to tailor content to address any gaps in student learning objectives. These
partner courses will be mapped directly to the program learning objectives of supply
chain major and eventually to other relevant majors such as marketing and/or infor-
mation and technology management (or the equivalents thereof). Offering courses
in novel and unconventional methods, such as fully integrated course content, auto-
matic co-registration, and interdisciplinary team teaching, will offer new insights
into how students learn and how teaching and how the integration of new technolo-
gies in the classroom should be conducted and assessed. Finally, integrated course
structures combined with curriculum mapping may facilitate increased collabora-
tion and collegiality among faculty (Uchiyama and Radin 2009).
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In the future, participation could be expanded to incorporate participation from
students in other business specialties such as sales management, business-to-business
marketing, accounting, systems analysis and design, computer science, information
technology and finance, to name a few. This offers potential for high impact teaching
practices by bringing in and training additional faculty in the use of these tools in the
classroom to provide student outcomes that will directly impact their employability
upon graduation.

Technical Implementation Architecture

Dynamics CRM is an online solution available free to faculty and students at institu-
tional members of the Microsoft Academic Alliance. Dynamics AX is a server or
cloud-based solution and the software is offered free of charge to members of the MS
Academic Alliance. As such, it represents an in-kind contribution to the University of
more than $325,000 based on 60 users. Dynamics CRM and AX are licensed per user,
so the actual in-kind contribution depends on the number of concurrent licenses
activated.

The technical architecture of offering Dynamics AX and CRM into the class-
room introduces challenges and opportunities. In order to run the full AX client, the
client computer and the AX server must reside on the same Active Directory (AD)
or have a trust relationship established between the domains. Installing clients on a
superfluity of computers that accompany the university environment is a time con-
suming and problematic task, the more so in an era of constrained faculty and staff
resources. In order to overcome the aforementioned limitations, the technical archi-
tecture employs remote desktop services to present Dynamics AX to clients. The
advantage of the remote desktop solution is that a link needs to be created only on
client computers. Dynamics AX and CRM communicate via Connector software,
provided by Microsoft. Dynamics CRM is hosted in the cloud and available for
DYNAA (Dynamics Academic Alliance) member institutions. The technical archi-
tecture is presented in Fig. 1 following.

Implementation into Curriculum

Experiential learning is an approach which employs action, abstraction, and reflection
into the learning process and is well understood and agreed upon (Itin 1999). A holis-
tic model of learning combines experiences with perception, cognition, and behavior
(Kolb 1984). There are many models for experiential learning such as the Lewinian
Model (Lewin and Zwany 1976), the Dewey model (Dewey 1938), and more recently
Kolb’s Experiential Learning Cycle (Kolb 1984). The aforementioned models are in
agreement on fundamental principles surrounding experiential learning. These are
concrete experiences, reflective observation, abstract conceptualization, and active
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experimenting (K.-C. Chen 2012). Implementing service learning principles requires
faculty development and curriculum development along with student, resources, and
administrative development (Kolb and Kolb 2005).

Experiential learning via integrated course projects in a production environment
for both ERP and CRM has the potential to increase student understanding of the
process flows in a business setting. Additionally, multiple perspectives of the pro-
cess can be examined with the integrated course content. In order to demonstrate the
synergies from course integration, Fig. 2 shows a basic input, process, and output
flow of an organization. The scenario features a vendor shipping raw materials to a
manufacturing facility, where it is processed into finished goods, warehoused, and
shipped to a customer. In the Integrated CRM course, the students will be exposed
to the marketing, presales, sales, and postsale service processes from the perspec-
tives of the vendor, customer, and organization, facilitating a more holistic view of
these processes. In the Integrated ERP course, students will learn the processes of
ordering raw materials from vendors, requests for quotes, purchase orders, produc-
tion orders, bills of materials, bills of lading, manufacturing, warehousing, and
picking and packing to name a few. Students will gain perspectives that encompass
the organization, including both upstream and downstream operations. Students
investigating customer-facing roles such as marketing, sales, and service will be
able to use the CRM functionality to prospect, communicate with prospects, qualify
leads, pursue inquiries, respond to requests for proposals, close sales, and provide
postsale service. At the same time, they will be able to use the ERP functionality to
understand the firm’s present ability to deliver on the promises they may be about to
make in pursuit of market opportunities. Similarly, students investigating ERP roles
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will be able to access information from the CRM functionality to understand pres-
ent and future demand (in essence, to assess the promises they will be asked to help
the customer-facers keep).

The design of the integrated courses took an approach that departed from con-
ventional course design in important ways. Typically, courses are designed as stand-
alone entities and content integration is determined postcourse design. In contrast,
integrated CRM and ERP were designed for integration from the beginning. In the
initial stages, the design team completed a matrix consisting of program learning
objectives and the student learning objectives of both courses. Next, course content
areas were added to the matrix at the intersection of course and program learning
objectives. Content may appear in only one course or in both courses with an over-
lap or handoff.

The envisioned “handoff” or point of integration between CRM and ERP (sys-
tems and teaching/learning) will be the sales order. All activities taking place prior
to the acceptance of a sales order (along with postsales customer service) will fall
into CRM content as described above. The sales order once entered will be received
into ERP, where the content of manufacturing, procurement, warehousing, etc. is
covered. See Fig. 2 for a representative illustration.

More specifically, it is possible to illustrate the links between content areas of the
ERP and CRM courses: for example, the relationship between procurement in ERP
and customer value in CRM, the information flows embodied in sales and purchase
orders, and the use of information from the CRM system to conduct profitability
analysis for enterprise financial reporting. Figure 3 represents the proposed scheme
for the aforementioned links (as well as others).

The Microsoft Dynamics Academic Alliance (MSDYNAA) provides curriculum
materials, faculty training, and conferences free of charge to members, not to men-
tion the CRM 2011 cloud-based customer relationship management system and the
Dynamics AX ERP platform. The main dashboard for CRM 2011 Online is shown
in Fig. 4 and the Sales and Marketing screen in Dynamics AX are shown in Fig. 5.
A sales order from MS CRM online is shown in Fig. 6 and a sales order in AX
shown in Fig. 7.

Anticipated Benefits and Future Direction

Students are expected to benefit from the integrated CRM/ERP courses by being
exposed to and using multiple framing as they address business issues, a practice
shown to have positive impact on learning outcomes (Colby et al. 2011). Additional
teacher—student interaction is another practice beneficial to learning outcomes (Little
and Hoel 2011), while Yellowley and Farmer (2006) report student improvements
in problem-solving processes. Although little literature on integrated CRM/ERP
courses exists, extant literature on curriculum integration suggests that learning out-
comes from integrated curricula are as good as or better than those of conventionally
delivered content (Strempek and Husted 2010), while delivering additional impact
and engagement in areas such as critical and creative thinking (Colby et al. 2011).
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The proposed courses are intended to debut in the fall of 2015. Measures of
selected learning outcomes such as interdisciplinary thinking (Little and Hoel 2011)
and improved process in problem solving (Yellowley and Farmer 2006) will com-
pare students in the team-taught, integrated courses to student performance on equiv-
alent measures in other courses of equivalent academic level (upper-division business
courses). Additionally, it may also be possible to collect data from employers as
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students complete the program, to see whether desired levels of proficiency are
achieved. Empirical testing of the linked course structure will advance scholarship in
pedagogy as well as enabling the assessment of the practical impact of the proposed
course structure.

Conclusion

This paper details a work in progress of an innovative cross-discipline collaborative
course design based on Microsoft Dynamics AX and CRM Online. Cross-
collaboration and innovative course design have challenges such as the curriculum
approval process, technology integration, content integration, as well as faculty that
is willing, motivated and has the appropriate skillset. Our model proposes integrat-
ing enterprise resource planning (ERP) and customer relationship management
(CRM) for supply chain management, marketing, and information technology
management students. The framework of the course is founded in pedagogical lit-
erature and based on experiential learning and the “introduce, reinforce, apply, and
assess”, model as well as concepts from team-teaching. Application of student
learning objectives is based on experiential learning with Microsoft Dynamics AX
and CRM integrated with Microsoft’s connector for Dynamics. The case example
is based on different aspects of the sales order process from presales and CRM
activities through manufacturing and billing. Benefits of such a course design
encompass an all-inclusive view of the business firm, as well as its operations and
business processes.
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Collaborative Course Development: A New
Model for Improved Student Outcomes

K. Damon Aiken, Timothy C. Heinze, Matthew L. Meuter,
and Kenneth J. Chapman

Abstract This research proposes and tests the concept of collaborative course
development (CCD)—a pedagogy in which students are actively involved in course
design, empowered to make decisions about class structure, and free to make choices
in assignments. Over a period of three academic terms, researchers taught experi-
mental course sections utilizing CCD methods (i.e., employing various pedagogical
techniques including syllabus building, “flex-tures,” free-choice assignments, and
exam writing), as well as control sections utilizing traditionally structured classroom
techniques (i.e., professor-developed syllabi, structured lectures, forced-choice
assignments, and professor-written exams). Results indicate that CCD classes yield
significantly higher levels of student engagement, perceived learning, satisfaction,
and ratings of professors. These main effects are consistent between and within pro-
fessors. Interestingly, the positive effects associated with CCD teaching techniques
are also consistent for students with high and low levels of two control variables (the
preference for consistency and the separateness-connectedness self-schema).
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Effects of Instructor Background and Delivery
Modality on Students’ Perceptions of a Social
Media Lecture

Marilyn Eastman and William J. Jones

Abstract Increasingly, marketing departments are recognizing the importance of
teaching students the appropriate skills to adapt to the quickly evolving business
environments (Granitz and Koernig 2011; Rinaldo et al. 2013; Tuten and Marks
2012; Wymbs 2011). This is especially relevant in marketing education where orga-
nizations expect marketing graduates to be equipped with skills in current informa-
tion technologies used to manage communication with stakeholders and make
complex data-driven marketing decisions (Granitz and Koernig 2011). Recent
research indicates that at least some employers are currently dissatisfied with the
technology skillsets of marketing graduates (Harrigan and Hulbert 2011; Kaplan
et al. 2009). The purpose of this research is to determine whether there are signifi-
cant differences in student attitudes toward faculty credibility, perceptions of learn-
ing, and attitudes toward digital marketing. We explore these questions within an
experimental setting that manipulates whether the content of a digital marketing
module was created by an industry expert versus academic and whether the delivery
modality is face-to-face versus recorded. The results of this study reveal that whether
or not an instructor presents themselves as from industry or academia and the
modality of lecture delivery are important, though not interactive, factors in deter-
mining students’ perceptions toward a social media marketing lecture. Specifically,
we find that in-person lecturing positively influences students’ perceptions of the
lecturer across likeability, competence, character, and delivery variables. Face-to-
face instruction was also positively associated with positive characteristics derived
from a specific lecture such as how enjoyable it was and whether it should be taught
to future classes.
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The Role of Consumer Acculturation
in the Hispanic/Latino Panethnicity

Luis E. Torres and Phillip Hartley

Introduction

Acculturation has become one of the most reliable constructs to understand con-
sumption of a variety of ethnic groups. How culturally similar an immigrant is to its
host or original culture is providing better power on predicting consumption.
Previous empirical studies in marketing have not only tested scales to measure level
of acculturation, but also used consumer acculturation concepts to capture beliefs,
attitudes, and/or behavior (Alvarez et al. 2012).

Hispanics or Latinos represent 17 % of the US population in 2014 with a growing
buying power of $1.5 trillion estimated for 2015. Yet, there is diversity among Latino
origin groups in the US. Mexicans make up 78 % of Latinos in the Los Angeles area
but in the New York City area, Puerto Ricans (28 %) and Dominicans (21 %) are the
largest groups. Meanwhile, Salvadorans (32 %) are most numerous in the Washington,
D.C. and metro area, whereas Cubans (54 %) are the largest group in Miami (Pew
Hispanic Center 2014). Targeting and communicating to US Hispanics as a single
homogenous group are increasingly questioned by marketers.

In any given year, more than 800,000 young Latinos turn 18. As they become of
age, and even underage, alcohol consumption among Hispanics has been an issue
that draws attention from several interest groups. For example, The Hispanic
Americans Baseline Alcohol Survey (HABLAS) found an association between
acculturation and drinking. It seems that as Latinos adapt to the US society an
increase in drinking occurs. Although Hispanics’ birthplace showed no residence
effect on problem likelihood, drinking was strongly associated with problems. This
study’s purpose is to understand the connection between Hispanic acculturation and
alcohol consumption (Caetano and Mills 2011).
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Table 1 Table based on Berry’s acculturation strategies (1997) as presented in Cleveland and
Laroche (2014)

Issue 1: Is it considered to be of value to maintain
one’s identity and characteristics?

Yes No
Issue 2: Is it considered to be | Yes Integration Assimilation
of value to maintain No Separation/Segregation Marginalization
relationships with larger
society?
Background

The following section presents a brief summary of previous related studies on
acculturation and Hispanic beliefs, attitudes, and consumption behavior. It will start
by reviewing the evolution of the consumer acculturation concept following research
on the specific Hispanic pan ethnic group.

The terms consumer acculturation, cultural interpenetration, assimilation, psy-
chological acculturation among others have been used interchangeably to express
the same concept (Berry 1997; Marin et al. 1987; Valencia 1985). The most recent
studies seem to not only consistently use the same term, but also agree that the
acculturation process is composed of two subprocesses: (1) maintenance or loss of
traditional culture, and (2) gain of new cultural traits (Table 1).

Acculturation as Two Processes

The most current perspective of acculturation shows the construct as two subpro-
cesses. This perspective is viewed as the most comprehensive point of view since
immigrants can adapt to new cultural values and maintain original ones. One subpro-
cess of acculturation has been inconsistently labeled (1) “ethnicity” or “co-national
identification” or “maintenance of original cultural identity.” The other subprocess
has also been inconsistently called (2) “integration”, or “host identification” or
“maintenance of relationship with dominant society.” These two subprocesses’ dis-
tinction is similar to Lerman et al.’s (2009) suggestion that the two processes associ-
ated with acculturation address (1) maintenance or loss of traditional culture, and (2)
gain of new cultural traits.

Within the Hispanic community, a group of Latin American descents living in the
USA, the two subprocesses have been addressed as (1) “ethnicity” or “Hispanic
Identification” or “Hispanicness” and (2) “integration” or “American Identification”
or “Americanization” (Torres 2012). Both constructs describe the maintenance of
the original Latin American cultural identity and the cultural values acquired when
living in the USA.
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For the first subprocess, pan ethnic traits appear as important factors to consider
when measuring Hispanic acculturation such as the importance of family in their
lives. These cultural values become part of their ethnic identity. There is a difference
though between being Hispanic and possessing Hispanic ethnicity. The former is a
demographic characteristic and the latter a psychological construct.

The second subprocess of acculturation in which the individual adds the cultural
values of the host or dominant society is also critical in the Latino community.
“Acculturation can occur when some elements of the mainstream culture are added
without abandoning the native culture,” (Ogden and Ogden 2004, p. 3). The acquisi-
tion of host cultural values has been defined as the process of an immigrant’s losing
their original ethnic identity and taking on the identity of the host culture. Integration
concerns the way microculture individuals (e.g., Hispanics) acquire knowledge
about the macr-culture and its way of life.

Hispanic Attitudes and Consumption

As mentioned in one of the first consumer behavior studies on Latinos (Deshpande
et al. 1986), several disparities among Hispanic subgroups were found. One of these
discrepancies was connected to their location. Several follow-up studies have
explored the effects of cultural identification with the Latinos on shopping behavior,
coupon use, loyalty, and advertising.

Although there are large clusters of Hispanics in most major urban areas, the
southwest and western part of the USA holds the largest concentration of Hispanics.
Furthermore, the consumption patterns in these regions are very different from the
behavior in Southeast or Northeast US time zones. Media exposure and cultural
behavior are some of the reasons that explain such variation. Some marketers think
that because of its geographic concentration and the increasing number of targeted
media outlets, the Hispanic market could be considered easy to reach by marketers.
The more futuristic thinking ones want to investigate how cultural values impact this
group’s consumption. For example, although young US border residents had higher
problem alcohol consumption rates than older residents, some models showed no
effect of border residence on the likelihood of problems, indicating that problems are
due to alcohol consumption, not the border environment. The border, however, did
appear to influence more drinking among young people (Vaeth et al. 2012).

Place of birth has also been found as a significant variable that plays a role in
Hispanic consumption. The share foreign born among Latinos varies by origin group.
About one-third of Mexican-origin Hispanics are foreign born, while other major
groups (e.g.,Cuban—>56 %, Salvadoran—60 %, Dominican—>56 %, Guatemalan—65 %,
Colombian—63 % and Puerto Ricans—close to 100 %) are foreign born (Pew Hispanic
Center 2014).

Age and time living in the US also differ widely. While the median age of Latinos
is 10 years lower than that of the US overall, among Latinos, there is a big differ-
ence in median age between the US-born (18 years) and foreign-born (40 years).
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The number of young Latinos has rapidly increased. From 1993 to 2013, the
number of Latinos younger than 18 in the US more than doubled compared with an
11 % increase among the general US population younger than 18, according to
Census Bureau data.

Previous research also suggests that different cultures have different time orien-
tation preferences. Of particular interest to the current study, some scholars suggest
that Hispanics are more present-oriented (Plath and Stevenson 2005; Medina et al.
1996; Marin and Vanoss 1991) and flexible toward time (Holtzman et al. 1975) and
less likely to postpone future gratification and emphasize planning for the future
than their Non Hispanic White (NHW) counterparts.

In summary, it appears that there are significant differences between Hispanics
and other ethnic and racial groups in their consumption habits. The context of alco-
hol consumption was selected to further understand the relationship between level
of acculturation and ethnicity-specific norms among Hispanic/Latinos. This context
is currently relevant to a wide audience from groups that want to improve education
on alcohol prevention to firms that want to provide a more responsible experience to
their stakeholders.

Research Methods

Based on the literature review about the acculturation process, a research design that
tries to understand how acculturation influences alcohol consumption of Hispanic
adults aged 18+, living in the contiguous United States, who speak English or Spanish
was created. A Hispanic Coalition for the Prevention of Substance Abuse will facilitate
interviews (http://cetpa.org/CETPA_ENG_Prevention-CHISPAS html). The organiza-
tion was created under a Strategic Prevention Framework State Incentive Grant (SPF
SIG) funded by the Substance Abuse and Mental Health Services Administration.

To explore this phenomenon, Hispanic individuals with different levels of alcohol
consumption will be included. Our informants will be solicited through a purposive
approach to obtain informants who are more likely to engage and share their consump-
tion attitudes. Through snowball sampling, data will be obtained through directive
(e.g., “Describe your experiences”) and nondirective phenomenological interviews,
participant-observation field notes, and member-checking will also be used.

Results and Discussion

Initial findings suggest that consumers’ cultural identification likely changes during
the acculturation process and that some circumstances create a better environment
for alcohol consumption. For instance, since Hispanics are present-oriented and
have a low propensity to delay gratification, those who have “lost” their ethnicity
are future-oriented and have a high propensity to postpone gratification much like
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NHWs in previous studies. In other words, the more “ethnic” the Hispanic American
consumer, the less likely he or she will value planning for future goals and life
events. More interviews are undergoing.

On the other hand, Hispanic Americans who have become more “integrated” will
display attitudes that mirror attitudes of NHW consumers, while Latinos who are
less “integrated” will display attitudes corresponding to Hispanic American con-
sumers in previous studies. In other words, the more “integrated” the Hispanic con-
sumer, the more likely he or she will value planning for future goals and life events.

The context of alcohol consumption was selected as an interesting scenario where
interest would come from academics, industry, and governmental entities alike. Beside
the theoretical contribution to academia, several implications are anticipated from this
research. From a managerial perspective, marketers interested in reaching Hispanics
must understand that addressing this group is complicated because they live in a socio-
cultural environment that is complex. Level of consumer acculturation is so far the
best construct to predict attitudes in ethnic markets, but it is not the only factor to
account for. In the alcohol consumption context, it is imperative to understand atti-
tudes toward alcohol to satisfy their customer wants and needs. There is a large oppor-
tunity for organizations involved with alcohol consumption among minors and
prevention to improve education in the Hispanic community.

Limitations

The acculturation process does not have to be linear and could result in particular
lifestyle patterns. Although this qualitative research presents in depth insights of the
relationship between level of acculturation and alcohol consumption, patterns
should not be generalized.

Several other factors could play a role in acculturation and alcohol consumption
such as the Immigrant Paradox or the tendency of foreign-born immigrants to be
better off in a variety of measures of well-being such as health (physical and men-
tal), psychosocial (risky behaviors that might lead to higher incarceration rates) and
academic, than their native-born children. Some first generation Hispanics present
superior results in such measures than their second generation.

References available upon request.



Personal Cultural Orientation, Destination
Brand Equity and Revisit Intention:
Implications for Destination Branding

in Latin America

Adolfo Rudy Cardona, Qin Sun, Fuan Li, and Darin White

Abstract

Destination branding has become an increasingly important area of focus for aca-
demics and business communities. Destination brand equity is a strategic asset that
can be the basis of competitive advantage and long-term profitability. Assessing the
equity of destination brands provides destination marketers with information about
the specific determinants that can help strengthen a destination brand (Floreck et al.
2006). The literature on destination marketing focuses on the three major dimen-
sions of brand equity: brand image, brand value, and brand quality (De Chernatony
and McDonald 2003). This study focused on tourists’ perceptions of destination
brand image, brand value, and brand quality as factors in determining their future
revisit intention in the Latin American destination Quepos, Costa Rica. No study
thus far has simultaneously modeled the constructs hereby proposed into one theo-
retical model and assessed relationships among personal cultural orientation, desti-
nation brand equity, and revisit intention. This study filled these knowledge gaps by
examining how destination brand equity is affected by the tourist’s personal cultural
orientation and investigating the roles of destination brand equity and personal cul-
tural orientation on revisit intention.

AR. Cardona
Bethel University, Saint Paul, MN, USA
e-mail: a-rudy-cardona@bethel.edu

Q. Sun ()
Trident University International, Cypress, CA, USA
e-mail: gin.sun@trident.edu

F. Li
William Paterson University, Wayne, NJ, USA
e-mail: LIF@wpunj.edu

D. White
Samford University, Birmingham, AL, USA
e-mail: Darin.White @ Samford.edu

© Academy of Marketing Science 2016 111
K.K. Kim (ed.), Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple

Pie and Marketing?, Developments in Marketing Science: Proceedings of the

Academy of Marketing Science, DOI 10.1007/978-3-319-26647-3_17


mailto:a-rudy-cardona@bethel.edu
mailto:qin.sun@trident.edu
mailto:LiF@wpunj.edu
mailto:Darin.White@Samford.edu

112 A.R. Cardona et al.

Both a person-administered survey and an online survey were used to collect
data in both English and Spanish in Quepos. Data were collected from the most
popular hotels, restaurants, tour operators, and any other tourism service supplier
across the region. A total of 1200 surveys were distributed and 309 completed ques-
tionnaires were collected from guests at local hotels, restaurants and other places,
and 159 via the online site Survey Monkey. Measures and scales were adapted from
extant literature.

Of the 468 participants, 171 (36.8 %) were male and 296 (63.2 %) were female.
The largest age group of the respondents was 26-35 years (34.8 %), followed by
18-25 years (25.6 %), 46-55 years (15 %), and 56 years and above (8.1 %). The
participants came from 24 countries including Costa Rica. In terms of their nation-
ality, 51 % were tourists from the United States and 78 % of all participants said that
their main purpose to visit Costa Rica was pleasure. Fifty-eight percent of the
respondents came from North America and 22 % from European countries, while
18 % of the participants were from Costa Rica.

This study confirmed that tourists have more positive perceptions of brand image,
brand quality, and brand value toward a destination whose culture is in line with
their personal cultural orientation. Visitors to Quepos, Costa Rica with an indepen-
dent personal cultural orientation had negative perception of Quepos in terms of
destination brand value, destination brand quality, and destination brand image
while those with an interdependent personal cultural orientation had positive per-
ceptions. There was a significant relationship between perceived brand value and
the intention to revisit Quepos, Costa Rica. However, the results do not support the
findings of previous studies that the destination brand image and destination brand
quality positively affect the tourist’s revisit intention.

This study contributed to the theoretical development in the field of marketing by
proposing a destination branding model to explain the structural relationships
among personal cultural orientation, destination branding, and revisit intention in
the leisure tourism market. The findings of this study provided empirical support
and understanding of the concepts of independent and interdependent personal cul-
tural orientation, revealing how these personal cultural orientation dimensions have
an effect on brand equity and destination branding. The results of this study also
extend the understanding of destination branding in Latin America. The findings
should provide the destination marketers’ insights to design appropriate marketing
programs that will cater to the specific needs of different cultural groups and effec-
tively build positive brand equity for tourism destinations in Latin America.
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Craving for Cosmopolitanism: The Necessity
of Foreign Cuisine for Mexican Immigrants

Jakob Braun and Roberto “Bobby”’ Saldivar

Abstract

Our postmodern world is scattered with food offerings from all over the globe.
When striving to satisfy our need for nutrition we are lavished with a broad choice
of nearby restaurants serving Chinese, Italian, Japanese, or other foreign creations.
The situation at the border between Texas and Mexico is no exception in the avail-
ability of international cuisine. Despite of no signs of an immigration wave from
Asia there is a remarkable number of Chinese restaurants serving a predominantly
Hispanic population. This observation allows the question as to why there are so
many foreign offerings in this region. The purpose of this paper is to develop the
conceptual foundations to address this question.

Blending the literatures on cosmopolitanism, acculturation, and food consump-
tion in postmodernism, we suggest conceptual linkages between these constructs. In
particular, we argue that Mexican immigrants who come to the United States want
to be different from their counterparts back home. Their curiosity for and apprecia-
tion of otherness and diversity, can be described as open-mindedness, which is often
associated with cosmopolitanism (Riefler and Diamantopoulos 2009).

Generally, cosmopolitanism is closely related to the initial goals of immigrants
when moving to the United States—the “land of the free” and “the land of opportu-
nities.” The border is seen as the gate to the world. When the aspired feeling of
distinctiveness, however, is not satisfied Mexican immigrants strive to achieve their
desires through other means, namely cosmopolitanism. Cosmopolitanism, in turn,
is expressed through the consumption of exotic food offerings, which have been
creolized in the local environment along the border (Yoon 1998). Foreign food
serves here as a symbol of cosmopolitanism showing the heterogeneity of different
cultures. After going through the process of creolization it has another meaning than
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it has, for instance, at its origin in China. In this case of the border area between
Texas and Mexico this approach toward expressing distinctiveness is understand-
able, as it offers an affordable solution to express your identity. Traveling overseas
is rarely done for different reasons (e.g., affordability, time to visit family back
home). Thus, we can conclude that considering the demographic and financial cir-
cumstances, food becomes a great vehicle to establish this identity of a world citizen
and distinguish oneself from relatives back home.
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Financial Services Marketing
and Consumption

Tina Harrison and Neil Lilford

Interest in the subject of Financial Services Marketing, both practically and theo-
retically, has grown substantially over the last few decades. This growth in interest
is recognition of the importance of the financial services industry to the economies
of nations globally and the acknowledgment that marketing and consumption of
financial services are different from the marketing and consumption of tangible
goods and indeed many other intangible services. Few other industries have such
wide-reaching impact on the welfare of individuals and nations. The decisions that
consumers (and financial organizations on their behalf) make regarding saving,
investing, and borrowing have significant implications on their ability to consume a
wide range of other products and services, in turn affecting lifestyles, standards of
living and how people spend their time. The recent financial crisis has brought this
to the forefront of attention.

In the wake of the financial crisis, though, there is a need for new perspectives
and paradigms that can explain the behavior of financial organizations and consum-
ers (Harrison and Estelami 2014). Key themes in the emerging discussion concern
the manner by which financial institutions interact with their customers, how to
restore and build trust, agency relationships and the role of consumers and sales
advisors in decision making and the role of risk governance in mediating and pro-
tecting the agency relationship and building confidence and trust. The objective of
this session is to bring together scholars to discuss these key themes, drawing on
insights into marketing practice and consumer behavior.
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The five papers included in the session demonstrate many of the challenges fac-
ing both financial organizations and consumers and outline the opportunities and
implications for financial services marketers and policy. The papers focus on the
sources of consumer distrust (paper 1), the nature and implications of decision del-
egation by consumers (paper 2), the role of feedback in enhancing the performance
of financial services sales advisors (paper 3), the interplay of life events, religion
and consumption in Islamic banking (paper 4), and the role of risk governance in
protecting consumers and in restoring trust.

Seen as a whole, each of the five papers included in the session contributes to a
multilayered understanding of the marketing of financial services from the con-
sumer, financial organization, and industry-level perspective.

References available upon request.



Sources of Consumer Distrust of Financial
Services Marketing Practices

Hooman Estelami

Abstract

In recent years, the volume of research on the public’s lack of trust in business and
government has significantly grown. Research has, for example, focused on drivers
of public distrust in political entities and elected officials (Hetherington and Husser
2012), perceptions of trustworthiness of business leaders (Kramer 2009), and driv-
ers of trusting relationships within organizations (Coutu 1998). In much of this
research, the perspective of the inquiry has been on general levels of trust, both
internally within organizations (Hurley 2006) and externally involving parties with
competing interests (e.g., Hopkins 2011). While the accumulated research has pro-
vided a general macro view of trust, very little research has been conducted to pin-
point the sources of consumer distrust in specific business practices and especially
related to financial services marketing practices.

However, many of the practices commonly used by financial services marketers
can (and in recent years have proven to) result in consumer distrust. Marketing often
relies on organizations capitalizing on consumers’ needs and at times creating needs
that may not otherwise exist. While this can help advance a business into higher
levels of profitability, a potential side effect is depletion of customer trust in the
organization’s motives. Public recognition of such a possibility has significantly
grown in recent years, especially in the context of financial services, following the
financial crisis and extensive investigations by regulators and the media on com-
monly accepted practices. Examples include the sale of subprime mortgage prod-
ucts inappropriately fit for the needs of prospective homebuyers, the promotion of
insurance products for irrelevant categories of risk, and biased recommendations in
investment advisory contexts.

Interestingly, there is a large volume of academic research in cognitive psychol-
ogy and behavioral decision theory that has over the years documented how indi-
viduals may misperceive financial decision contexts (e.g., Bazerman and Moore
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2008). Lack of necessary information, cognitive limitations of the human neuro-
logical system, and the use of emotions in financial decisions often lead to poor
financial decisions. Academic research in marketing has adopted much of the find-
ings resulting from these research streams to further uncover consumer vulnerabili-
ties in the marketplace. While the resulting findings are informative, they have
opened two conflicting channels of action for practitioners.

One the one hand, regulators and public policy advocates have been able to uti-
lize the research to inform consumer protection policies based on these research
findings. On the other hand, the research findings have resulted in systematic imple-
mentation of marketing practices that abuse consumer vulnerabilities and persuade
market exchanges that are not in the best interest of many consumers. The goal of
this study is therefore to measure customer trust with specific marketing practices
that are widely utilized in financial services markets. Using data from a field study,
the forms of consumer vulnerabilities that have emerged in the financial market-
place will be examined and their impact on consumer trust will be profiled.
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A Study of Consumer Decision Delegation
in Financial Services: Approaches
and Implications

James Devlin

Abstract

Extant literature covering consumer decision making is concerned in the main with
situations where consumers make decisions on their own initiative following infor-
mation search and evaluation of alternatives. However, an alternative perspective
posits that consumers in some cases delegate the responsibility for making a deci-
sion to a third party, engaging in what Aggarwal and Mazumdar (2008) termed
“decision delegation.” The same phenomenon has also been referred to in the litera-
ture as “choice delegation” (Broniarczyk and Griffin 2014). The existence of deci-
sion delegation strategies has been shown by a number of studies (Chhabra and
Olshavsky 1985). Broniarczyk and Griffin (2014) argue that decision delegation can
alleviate the stressful emotions connected with making a decision and minimize the
need for cognitive trade-offs and mental effort.

Consumers involved in decision delegation can employ a number of different
types of entities as surrogates or agents, including, friends, relatives, salespeople, or
experts. A particularly fruitful area for previous research into decision delegation
and involvement in decision making has been in the area of medical care [see for
instance Garfield et al. (2007)]. Other examples come to mind readily, such as the
prevalence of advisers in the marketplace for many personal finance products. As
previously stated, an extreme example would be the tendency of most to take expert
medical advice in its entirety and without question. Others are less intuitively obvi-
ous, such as a delegation of decisions to interior designers, wedding advisors, and
sommeliers. The research reported here is concerned with professional surrogates,
such as advisers and company employees, rather than other types such as family and
friends.

We focus on the preference for decision delegation in personal finance and seek
to establish the degree of preference to employ decision delegation amongst differ-
ent customer demographics and customers of different types of financial services
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firms. To answer these questions we collected data from a demographically bal-
anced sample of 2000 respondents who answered in roughly equal numbers with
respect to seven different types of provider in the UK (bank, building society, gen-
eral insurer, life insurer, investment company, financial advisor, and credit card pro-
vider). We amended measures of decision delegation preference from studies in the
medical domain, with a five-item scale for decision delegation preference and a
two-item scale for preference for self-control of decisions and a three-item scale
measuring the preferred balance of responsibility for the decision between con-
sumer and financial services provider. All measures were subject to exploratory and
confirmatory factor analysis, as well as reliability analysis, with all three constructs
showing statistically sound properties.

Initial analysis using MANOVA analysis showed significant differences in pref-
erence for decision delegation between customers of different institution types and
according to some demographic factors. Post hoc analysis was employed to estab-
lish the precise nature of such differences and explore implications further.
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Beyond Feedback Orientation: Exploring
the Quality of the Feedback Environment
in Financial Services Sales

Neil Lilford, Tina Harrison, and Pierre Berthon

Abstract

Due to the complexity and inherent risk associated with financial services decisions,
many consumers seek advice and guidance from sales advisors and even delegate
responsibility for decision making to them. The performance of financial services
salespeople is therefore of critical importance to their clients in securing appropriate
financial decisions and outcomes. Whilst different models of sales advising exist,
many sales advisors work separately and at a distance from the firm, leading to a
common perception of the financial services advisor as one of “lone ranger.”
Monitoring the direct performance of advisors is thus difficult, if not impossible; a
key factor leading to the blame of advisors following the recent financial crisis. Set
against this context, this paper focuses on the role of feedback as a key factor
impacting a financial advisor’s effectiveness and performance, specifically the
extent of sales advisors’ feedback orientation.

Feedback is a fundamental part of a manager’s job, leading to a range of impor-
tant organisational outcomes such as learning, motivation, and increased perfor-
mance (Kluger and DeNisi 1996; London 2003). It achieves this by reducing
uncertainty, providing important information about performance and increasing the
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individual’s feelings of self-worth. We test the assumptions of Linderbaum and
Levy’s (2010) Feedback Orientation Scale (FOS) which measures “an individual’s
overall receptivity to feedback,” which assumes that some sales advisors are inher-
ently more receptive to feedback than others and that listening to feedback improves
performance. These assumptions are based on two deeper axioms: feedback is
abstractly “positive,” “good,” or “useful” and receptivity is a context-independent
trait. The research is based on qualitative interviews to a structured interview guide
based on the theoretical framework developed by Linderbaum and Levy (2010). A
purposive sampling strategy was used based on key criteria. Interviewing continued
until theoretical saturation was achieved at a total of 20 interviews.

The study confirmed the perceived validity of the six dimensions of the
FOS. Additionally, it revealed that feedback orientation is only part of a wider pic-
ture, which we term the quality of feedback environment (QFE). Content analysis
of the interviews suggests that the quality of the feedback environment is a function
of four dimensions: source (who), content (what), manner (how), and time (when
the feedback was given). Sales performance (SP) is thus a function of Feedback
Orientation (FO), Quality of the Feedback Environment (QFE), and the interaction
between these two elements. Hence, SP=Fn(FO, QFE, FO*QFE). The study high-
lights a number of implications of the new construct for management practice and
future research.
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The Interplay of Life Events, Religion,
and Consumption in Islamic Banking

Julie Robson and Samreen Ashraf

Abstract

Since marketers first entered the financial services arena they have sought to explain
consumer purchasing behavior. To this end, a wide range of approaches have been
utilized over the years, with mixed results. Many have attempted to profile consum-
ers through the use of sociodemographic, psychographic, and other means [see for
example, Branca (2008)]. The results, however, often had limited use for practitio-
ners wanting to know not only who will buy and why, but also more importantly,
when. The family life cycle (FLC) model went some way to resolve this, but, family
patterns have changed and attempts to modernize the FLC have not always improved
predictive ability (Wagner and Hanna 1983). Life events, which can provide an
indication of FLC and identify a point in time when an event triggers changes in
behavior, appear to provide a potential solution, and indeed are widely used by
financial services practitioners. However, the life event concept has also been chal-
lenged, in particular, whether it is the life event itself that triggers a change in
behavior or whether it is changes associated with the life event (such as an increase/
decrease in disposable income) that result in the changed behavior.

Within Islamic banking, sociodemographics, psychographics, etc. have also been
used to explain consumer behavior and in particular to distinguish between those
who hold and those who do not hold, an Islamic bank account [see, for example,
Erol et al. (1990) and Haron et al. (1994)]. Given the nature of Islamic banking,
many researchers have also sought to explain consumer behavior by considering the
influence of religion (Sun et al. 2012; Faisal et al. 2014). However, extant studies
provide conflicting answers on whether religion does influence the choice of an
Islamic bank account. Life events may help to provide clarity here, as life events are
also known to influence religious choices and involvement (Lawton and Bures
2001). We therefore contend that the reason Muslims choose to bank with an Islamic
bank are complex and varied. Religion may well be a part of this decision, as could
life events—or an interplay may exist between life events, religion and consumer
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behavior. The goal of this study is therefore to further our understanding of life
events; how, why, and when they trigger the consumption of Islamic banking and
the role of religion in this mix. Using data from a two-phased field study in Pakistan,
the reasons why Muslims open an Islamic bank account will be presented and the
role of two life events, marriage and parenthood, will be explored in terms of the
impact they have on religiosity and purchase behavior.
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The Role of Banking Governance in Consumer
Trust and Confidence: A Shared Responsibility

Jake Ansell

Abstract

Since the 2007 financial crisis there has been an increased awareness of risk governance
in the banking sector among the wider public. The importance of banking to the
economy is such that society in general has an interest in appropriate supervision.
Financial institutions have a fiduciary responsibility toward the customers they
serve, many of whom are not in a position to make fully informed and rational deci-
sions and rely on the agency of experts in delegating decision making. Consumer
trust and confidence in the industry are in part dependent on the assurance provided
by risk governance. Deregulation of the banking sector, however, led to banks being
given greater ability to determine their own level of risk, which was encapsulated in
the Basel Accords. Yet, the financial crisis illustrated that banks had not acknowl-
edged the level of risk to which they were exposed, thus calling into question the
risk governance arrangements in place.

In the aftermath of the financial crisis there is a need to examine more fundamen-
tally the governance of banking risk. The paper proposes the concept of “knowl-
edgeable supervision” as an approach to risk governance, drawing on the authors’
earlier work in public risk governance (Andreeva et al. 2014). Through synthesis of
the related and theoretically consistent concepts of governance, stakeholder theory,
and social network theory the paper examines the underlying principles of “knowl-
edgeable supervision” as a means of banking risk governance. Our approach
addresses the criticism of governance that has concentrated the management of the
risk in the hands of a few actors who may not have sufficient knowledge or skill to
fully appreciate and deal with the risk. Our concept of knowledgeable supervision
is thus distributive, based on shared ownership and embedded and shared
accountability.

Consumers form a key part of this network of stakeholders and have a number of
relationships with banks both as savers and borrowers. As savers they require trust
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in the bank to protect their interests and safeguard their financial welfare: since the
crisis this trust has lessened with the institutions but not necessarily with the people
who serve them. To reassure savers many central banks provide guarantees to con-
sumers to avoid “runs on banks.” Hence, consumers may be “irresponsible consum-
ers” and their behavior may have influenced the crisis. Governmental overprotection
of consumers encourages them to act in a riskier manner.

Since consumers generally have insufficient knowledge to deal with the inherent
risks, there is a need at least to ensure they are aware of the risk. A key element to
ensuring consumers’ act appropriately is to equip them with the necessary knowl-
edge and skills; hence, the paper will discuss the steps required to address financial
literacy and financial capability amongst the general population.
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Advertising and Shopping Influences



Consumer Reactions to Comparative
Advertising: The Role of Product Type
and Sensation Seeking—A Structured
Abstract

Silke Bambauer-Sachse and Priska Heinzle

Introduction

Over the last decades, comparative advertising which compares different brands of
the same product category on the basis of one or more specific product characteris-
tics (Wilkie and Farris 1975) has been increasingly used on an international level
(Jeon and Beatty 2002) and in diverse industries (Thompson and Hamilton 2006).
Many previous studies deal with the effectiveness of comparative advertising as
compared to noncomparative advertising [e.g., Grewal et al. (1997) for a meta-
analysis], as well as with how to phrase the comparative claim (e.g., Miniard et al.
1998). However, little is known about the relative effectiveness of different product
characteristics such as price or attribute performance that could be used as a basis
for comparison. In this context, it makes sense to additionally differentiate between
goods and services because advertising for services faces challenges that do not
exist for goods due to their unique characteristics (Stafford et al. 2011) and research
on comparative advertising has so far not made such a differentiation. Furthermore,
it is interesting to include consumers’ level of sensation seeking because it might
influence consumers’ evaluations of the sensational value of comparative advertis-
ing, which is due to its attention drawing properties (Grewal et al. 1997).

Previous research provides the notion that comparative advertising does not only
have positive effects, but can also trigger negative emotions and cognitions (Grewal
et al. 1997). Anger, as one of the negative emotions that can occur during the pro-
cessing of an advertisement (Edell and Burke 1987), is likely to play an important
role in the context of attitude formation after contact with comparative advertising
because lower credibility of comparative advertising leads to hostility toward the
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advertiser (Swinyard 1981). As a consequence, the consumer is angry. Therefore,
the objective of this paper is to analyze the effects of different types of comparative
advertising for goods and services through anger on attitudes toward the ad and the
product as well as on purchase intentions, depending on people’s individual levels
of sensation seeking.

Background and Hypotheses

There is a general agreement on the arousing character of comparative advertising
(Pechmann and Stewart 1990), but both positive and negative effects of comparative
advertising are reported (e.g., Droge 1989; Grewal et al. 1997; Thompson and
Hamilton 2006). For example, comparative advertising can produce positive effects
in terms of mental impressions and attitudes toward the advertised brand (Miniard
et al. 1993), but also lead to producing counterarguments and to increased familiar-
ity with a competitor’s brand (Belch 1981; Gorn und Weinberg 1984; Swinyard
1981). A large body of research focused on moderator effects of variables such as
market position (Pechmann and Stewart 1991), advertising message (Droge and
Darmon 1987), or credibility (Swinyard 1981). More recent research examined the
influence of consumer characteristics such as self-construal (Choi and Miracle
2004), different processing styles (Thompson and Hamilton 2006), need for cogni-
tion (Chow and Luk 2006), or product involvement (Soscia et al. 2010) in order to
explain the effectiveness of comparative advertising. An analysis of the effective-
ness of alternative product characteristics that can be used for the comparison has
received far less attention. Moreover, affective (negative) reactions to comparative
advertising have not been analyzed in much detail yet, although previous research
provides the notion that such reactions can occur during the processing of compara-
tive advertising (Grewal et al. 1997). Starting from this background, the hypotheses
for the new study will be developed in the following.

Reactions to advertising are influenced by verbal content in that evaluative
advertising content, which is often related to intangible aspects of a product, leads
to more negative attitudes, more negative affect, and more counterarguments than
factual content (Edell and Staelin 1983; Iyer 1988), which consists of objectively
verifiable descriptions and factual information (Holbrook 1978). Consequently, in
general, comparative advertising based on attribute performance, which is rather
intangible and thus evaluative, is likely to lead to higher levels of anger than com-
parisons based on prices, which convey factual information that can be easily veri-
fied by the customers.

When predicting anger arousal as a reaction to attribute/price comparisons in
advertising, the product type also needs to be considered. As goods are tangible,
comparative advertising might work better for goods than for services. However, as
argued above, a subjective comparison of goods based on attributes might produce
more anger than a comparison based on prices. Services as compared to goods are
intangible, often difficult to evaluate, and vary in their outcome (Zeithaml et al.
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1985). Consequently, the purchase of a service is perceived as particularly risky
(Clow et al. 1998; Murray and Schlacter 1990) and advertising for services needs to
provide risk-reducing information (Murray 1991; Pickett et al. 2001). Comparative
advertising is supposed to be less appropriate for services because it does not pro-
vide such information and thus is likely to produce anger independently of the type
of comparison.

A third variable, individuals’ optimal level of arousal or sensation seeking
(Zuckerman 1979) can explain different levels of aroused anger after contact with
comparative advertising. Individuals, who score low on sensation seeking, evaluate
an increase of arousal negatively (Galloway 2009; Steenkamp and Baumgartner
1992) because higher levels of arousal exceed their optimal level of arousal (Berlyne
1960). Messages of high sensational value are shown to be negatively evaluated by
low sensation seekers (Leone and D’Arienzo 2000). Individuals scoring high on
sensation seeking are more tolerant toward stimuli that are novel, intense, and com-
plex (Quick and Stephenson 2008). While comparative advertising is less appropri-
ate for services, as argued above, the differentiation between low and high sensation
seekers is of specific interest for goods. As comparative advertising based on attri-
butes is less credible than comparative advertising based on prices, more effort is
needed to process the information provided by an attribute comparison. Consequently,
an attribute comparison is more arousing than a price comparison. Thus, specifi-
cally low sensation seekers are believed to show higher levels of anger than high
sensation seekers after contact with such advertising. High sensation seekers are
less sensitive toward arousing messages because their optimal level of arousal is not
exceeded and thus, attribute and price comparisons will not produce different anger
levels. Therefore the following hypothesis can be formulated.

Hla: For low sensation seekers, attribute comparisons of goods result in higher
levels of anger than price comparisons of goods, whereas for services there is no
such difference.

H1b: For high sensation seekers, the levels of anger do not differ depending on
product type or type of comparison.

Previous research provides the notion that negative emotions such as anger can
have considerable negative effects on attitudes toward the ad (Batra and Ray 1986;
Burke and Edell 1989) and attitudes toward the brand (Stayman and Aaker 1988).
A study examining a direct effect of negative feelings on purchase intentions sug-
gests a negative correlation (Brown et al. 1998). Specifically, the negative emotion
anger is described as directly influencing action tendencies or even actions (Bougie
et al. 2003) and reducing purchase intentions (Folkes et al. 1987). Therefore, we
argue:

H2: The higher the anger consumers experience after contact with comparative
advertising, the more negative are their attitudes toward the ad/the product and
the lower are their purchase intentions.

Although effects of attitudes toward the ad on attitudes toward the product and
effects of attitudes toward the product on purchase intentions were already proven
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in many studies (Brown and Stayman 1992; Shimp 1981; Spears and Singh 2004),
we will formulate and test the respective hypotheses in the context considered here
for reasons of completeness:

H3: The more positive the attitudes toward the ad, the more positive are the attitudes
toward the product and the higher are purchase intentions

Methodology

The sample consisted of 535 respondents (53.3 % women, average age: 28.8 years,
mainly students). The study was based on a 2 (type of comparative advertising: attri-
butes vs. price) x 2 (product type: goods vs. services) x4 [four test products for goods
and services, respectively: chocolate bar, shower gel, coffee machine, vacuum cleaner
(goods); thermal bath entry ticket, ticket for public transportation, fitness club mem-
bership, intercontinental flight (services)] between-subjects design. Four different
goods and services were tested, respectively, to cover different product categories.
The test advertisement contained a picture of the nonbranded product and the com-
parative message. In the price comparison condition, the ad stated that the product is
cheaper than competitor products. In the condition where product attributes are com-
pared, the ad stated that the product performed better on the respective attributes than
competitor products. The relevant attributes were identified in a pretest.

The respondents were shown the ad and asked to fill in the questionnaire. Anger
was measured by four items proposed by Dillard and Peck (2000). Attitudes toward
the ad (A,;) were measured by six items (Machleit and Wilson 1988), sensation
seeking by four items (Stephenson et al. 2003), attitudes toward the product (A.q)
by three items (Goodstein et al. 1990), and purchase intentions (PI) by two items
(Park et al. 2007). A seven-point scale (1 =totally disagree, ..., 7=totally agree) was
used. The high a-values and the bivariate correlation (@unger=0.87; Qsensation seck-
ing=0.83, @pa=0.96, ttap0a=0.90, rp=0.79) show that the chosen items reliably
measure the respective variables. The respondents were additionally asked to indi-
cate whether a product is rather a good or a service. The respective mean values
significantly differ from each other (Myo=2.70; Merices=4.44, t=-12.17,
p<0.001; definitely a good =1, definitely a service=7) and therefore, a clear assign-
ment to either goods or services is given. The respondents were classified as high
and low sensation seekers based on the median split (MD =4.50).

Data Analysis and Results

In the first step, a multiway ANOVA is conducted in order to analyze in detail how
anger differs depending on type of comparative advertising, product type, and sen-
sation seeking. The type of comparative advertising has a direct effect on the level
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of anger (F=4.94, p<0.05) in that advertising based on an attribute comparison
results in higher levels of anger (M =2.60) than advertising based on a price com-
parison (M=2.31). The two moderator variables have no significant direct effects.
However, the interaction of the type of comparative advertising and product type is
significant (F=6.44, p<0.05) in that attribute comparisons produce higher levels of
anger (M =2.63) than price comparisons (M =2.06) for goods, while there is no such
difference for services. No other two-way interactions are significant. Although the
three-way interaction of type of comparison, product type, and level of sensation
seeking is not significant (F=0.30, p>0.10), #-tests are used to look in more detail
at possible effects of sensation seeking specifically in the case of goods. For low
sensation seekers, attribute comparisons of goods lead to higher levels of anger
(M =2.68) than price comparisons of goods (M=1.95; t=3.56, p<0.01). For high
sensation seekers, the type of comparative advertising has no differential effect on
the level of anger for goods (attribute comparison: M=2.55, price comparison:
M=2.14;t=1.64,p>0.10). For services, neither low sensation seekers (M ipue =2.68,
M,yie=2.69; t=-0.03, p>0.10) nor high sensations seekers (M, ipye=2.41,
M. =2.48; t=-0.26, p>0.10) show different levels of anger depending on the type
of comparative advertising. These results provide support for Hla and H1b.

In the next step, regression analyses are used to analyze how anger is in turn
related to attitudes toward the ad, toward the product, and purchase intentions (H2
and H3). Anger has a negative effect on attitudes toward the ad (f=-0.26, r=—6.26,
p<0.001; R?=0.07), attitudes toward the brand (3=-0.27, r=-6.34, p<0.001;
R?=0.07), and purchase intentions (8=-0.24, r=-5.73, p<0.001; R>=0.06). Thus,
the higher the anger experienced after contact with comparative advertising, the
more negative are the attitudes toward the ad and the product, and the lower are
purchase intentions. Consequently, hypothesis 2 is supported. Finally, attitudes
toward the ad have positive effects on attitudes toward the product ($=0.70,
1=22.69, p<0.001; R*=0.49), which in turn positively affect purchase intentions
(8=0.76, r=27.02, p<0.001; R*=0.58). Thus, hypothesis 3 is supported.

Conclusion

The results of the study show that the level of anger after contact with comparative
advertising differs depending on the type of comparative advertising, the product
type, and consumers’ individual level of sensation seeking in the case of goods,
while no such difference is found for services. In the case of goods, especially low
sensation seekers show higher levels of anger in the case of attribute comparisons
than in the case of price comparisons. For high sensation seekers, the level of anger
does not depend on the type of comparative advertising. The influence of anger on
attitudes toward the ad, the brand, and purchase intentions can be confirmed.
Despite the increasing use of comparative advertising, research on conditions in
which comparative advertising is more or less effective is still limited. This study
shows that comparative advertising is in general less appropriate for services and
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that anger as a consequence of comparative advertising is higher when companies
compare product attributes other than prices for goods. Thus, specifically, when low
sensation seeking consumers are to be targeted with comparative advertising for
goods, advertising based on price comparisons seems to be more appropriate
because it produces lower levels of anger than advertising based on attribute
comparisons.

Future research could examine other types of comparative advertising, different
product categories, the emotional attachment to the advertised product, or consumer-
specific variables like self-construal in the context of anger triggered by advertising.
In addition, considering specific mediator and moderator effects could provide fur-
ther insights in conditions in which anger occurs and plays a role.

References available upon request.



World Cup Edition or Summer Special? Why
Consumers Buy Limited Edition Products

Christine Arden

Introduction

Limited Edition (LE) products can be defined as uniquely designed products offered
for a predefined time and/or at a predefined quantity within the same product cate-
gory. Marketers are likely to promote both luxury and consumer goods’ scarcity as
this method has proven to be successful not only in the luxury goods segment, but
also in various consumer good product categories (Balachander and Stock 2009).
Although consumer behavior has already been investigated in the context of scarcity,
no study has focused on a rather comprehensive identification of the success factors
that determine consumers’ intention to purchase scarce products in the fast moving
consumer goods (FMCG) context (Van Herpen et al. 2009). Our research focuses on
a detailed investigation of FMCG limited editions, as they are one of the most popular
product types whose availability is artificially limited (Gierl and Hiittl 2010). Based
on a review of the relevant literature we identify crucial determinants influencing
consumers’ purchase intention (PI) with respect to limited edition products. In par-
ticular, we investigated perceived scarcity, perceived product innovativeness, per-
ceived credibility, and perceived product quality. Furthermore, we determine the
influence of product familiarity by comparing a convenience sample of noninvolved
consumers (study 1) with a sample of consumers highly involved in the product
category used in our survey (study 2). Consequently, in order to support marketers to
better promote and use scarcity signals in practice, as well as to reduce failure rates of
newly introduced LE products, we aim at answering the following research question:
What are success factors that drive consumers’ purchase intentions of LE products?
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Conceptual Framework

As one form of supply generated scarcity, LE products are designated as such due
to seasonal, event, and cooperation-based reasons. These three reasons, labeled as
LE type, serve as major factors in the study’s empirical analyses. Furthermore, we
included strategic fit between the LE type and product as a second factor.

In order to understand consumers’ reaction toward scarce products we can partly
rely on frustration theory. Individuals perceive limitations and boundaries as a threat
to their personal freedom. Such a limitation of availability strengthens the consum-
er’s willingness to possess the object of interest. The desirability of the object
increases, because the individual strives to reestablish his threatened freedom (Brehm
1966; Clee and Wicklund 1980). Consequently, the perception of scarcity serves as
an important driver of PI within the observed context. Here it refers to the consumers’
evaluation of a good whose scarcity results from limited availability based on either
quantity or time. For a product limited in time a consumer is in competition against
the timing set by the retailer; in a limited-quantity scenario the consumer competes
against other consumers. The differences within those competition situations are
assumed to have an impact on the consumer’s evaluation process. Whereas seasonal
and event-based LEs by definition imply a time restriction, a clear classification of a
cooperation-based LE to one cause cannot be made, thus we hypothesize:

HI: Consumer perceptions of scarcity differ between seasonal, event, and
cooperation-based LE products.

Not only due to high competitiveness and a broad product range within the FMCG
market, perceived product innovativeness shows important effects on the consumer’s
purchase decision (Amaldoss and Jain 2010; Balachander and Stock 2005, 2009;
Steinhart et al. 2013). It is defined as the degree of discerned newness of a product
(Garcia and Calantone 2002). One crucial determinant within this evaluation is based
upon the perceived relative advantage of a product. It refers to the degree to which a
product innovation is perceived as better than a comparable good (Rogers 2002).
Even though LE shows only a low to medium degree of innovativeness they surely
provide a certain kind of advantage distinguishing them from other goods. Seasonal
LE might provide a benefit via a new seasonal ingredient and may offer the consumer
a new, desired flavor. Event-based LE aim to create a feeling of novelty and confor-
mity via a direct link to a topical event; whereas cooperation-based LE attract the
consumer, e.g., via a cooperation with a celebrity, which in turn creates feelings of
exclusivity and might complement the product with additional expertise. Thus:

H2: Consumer perceptions of product innovativeness differ between seasonal,
event, and cooperation-based LE products.

The concept of fit, defined as the degree of similarity that consumers perceive
between a certain pairing, is evaluated as very influential from a persuasion and
credibility perspective (Speed and Thompson 2000). Hence, the relationship of
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fit—between the product and the LE type—and perceived credibility will be exam-
ined in detail. High levels of perceived fit are found to enhance consumers’ attitudes
toward a good (Becker-Olsen et al. 2006). Furthermore, a strong connection between
high similarity and high positive evaluation is very likely to occur in a low-
involvement context (Walachli 2007). In contrast, low-fit relations can hardly be
integrated into consumers’ existing cognitive structures, which in turn triggers skep-
ticism and call the firm’s motives into question. Thus:

H3: Consumer perception of credibility is higher for high-fit LE products than for
low-fit LE products.

Depending on the relative superiority or excellence of a product in relation to
competing products, consumers perceive a product to be of high or low quality.
Perceived consistency and fit between different entities defining the evaluated prod-
uct are known to influence this perception (Heider 1946). If the relationship is eval-
uated negatively, i.e., seen as a low-fit connection, a perception of inconsistency and
an imbalanced state results. Since inconsistency is evaluated as a psychologically
uncomfortable condition, feelings of tension may occur. In turn, this pressure is
assumed to lead to less positive perceptions and quality evaluations, whereas a high-
fit, balanced condition creates positive consumer perceptions (Kanungo and Pang
1973). If consumers perceive high-fit between the product and the LE type, the
transfer of quality perceptions from the LE type, e.g., the event or the celebrity, is
more easily feasible and more advantageous (Klink and Smith 2001). Thus:

H4: Consumer perception of product quality is higher for high-fit LE products than
for low-fit LE products.

As stated previously, perceived credibility in the context of LE is defined as a
consumer’s perception of the credibility and truthfulness of the product limitation
communicated through the LE type. Furthermore, as hypothesized in H3, we
assume the level of fit to have a positive influence on this evaluation process.
Consumer goods of the mass market like groceries or drugstore products are more
likely to be limited in time rather than in quantity (Amaldoss and Jain 2010;
Balachander and Stock 2009). Furthermore, it has been shown that increasing con-
tact with a product does not only have a positive effect on product evaluation but
that familiarity increases perceived credibility of a massage. Familiarity is based on
product awareness and product perception and not necessarily connected with expe-
rience (Srull 1983). Thus, given that consumers are rather accustomed to time-based
limitation signals we assume that they will perceive the limitation signal as more
credible. Consequently, we hypothesize that LE products’ signaling an implicit
time-based limitation, like seasonal or event-based LE, will be evaluated as more
credible than LE products without an implicit or explicit time limitation, like coop-
eration-based LE.

H5: Consumer perception of credibility is higher for high-fit seasonal or event-
based LE products than for a high-fit cooperation-based LE products.
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Empirical Study

To identify reasonable stimuli that manipulate strategic fit and a suitable product for
the main survey we conducted a pretest with a sample of 30 students. The pretest
design was adapted from Lafferty (2007). The pretest results implied to choose
barbecue sauces as the product category for the main study. For the seasonal LE
type, respondents perceived significantly greater fit between barbecue sauce and
summer than winter and for a sporting event like the football World Cup than
Valentine’s Day. For the cooperation-based LE type, respondents perceived signifi-
cantly greater fit between barbecue sauce and a chef than a fashion designer.
Consequently, these six stimuli are chosen for the main study in order to manipulate
fit for each LE type. In order to be able to compare to the final results with a bench-
mark we included a seventh control scenario within the final survey, in which nei-
ther fit nor limitation type has been manipulated.

For our main survey we conducted two studies (study 1 and 2), which are both
based on the same online experiment using a between-subject design with those
seven LE scenarios. The two survey results are examined individually, but are based
on the same questionnaire. The first survey served as our convenience sample (study
1) and its Web link was inter alia published via Facebook and German university
online forums. Thus, the sample consisted primarily of young adults and students
(n=533, average age 25.8, 56.5 % female respondents). Study 2 was conducted in
cooperation with a leading barbecue manufacturer. The link to study 2’s survey was
published on the company’s Facebook page, thus predominantly addressing male
barbecue fans assumed to be interested in the products category and the survey’s
topic (n=326, average age 35.8, 21.2 % female respondents). We conducted a mul-
tivariate analysis of variance to empirically examine the 3 x 2 factorial design. Thus
we examined the analysis with the two independent variables LE type (season,
event, and cooperation) and the strategic fit (low and high) between the product
category and the LE type. We measured this fit by means of the four dependent
variables: perceived scarcity, perceived product innovativeness, perceived credibil-
ity, and perceived product quality.

Results

According to Pillai’s trace, both the variables—LE type and strategic fit—affect
consumer perceptions significantly in both studies. Study 1 reveals a significant
effect of the LE Type, V=0.14, F(8, 910)=8.58, p<0.001, r=0.07, as well as of
strategic fit, V=0.11, F(4, 454)=14.22, p<0.001, r=0.11, on consumer percep-
tions. Additionally, also a significant interaction effect of LE type and strategic fit
on consumer perceptions is observed, V=0.04, F(8, 910)=2.45, p<0.05, r=0.02.
For study 2, Pillai’s trace shows a significant effect of the LE type, V=0.18, F(8,
540)=6.62, p<0.001, r=0.09, as well as of strategic fit, V=0.14, F(4, 269)=10.89,
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p<0.001, r=0.14, on consumer perceptions. Additionally, also a significant interaction
effect of LE type and strategic fit on consumer perceptions is observed, V=0.08,
F(8, 540)=2.69, p<0.05, r=0.04. Thus both studies identify the LE type as a sig-
nificant success factor for perceived scarcity and perceived product innovativeness.
The examination of the interaction effect between the LE type and the strategic fit
shows that, in both studies, the high-fit seasonal and event-based LE products are
perceived significantly more credible than the high-fit cooperation-based LE prod-
ucts. Separate univariate ANOVAs on the outcome variables showed that for study
1 all hypotheses except of H4 and for study 2 all but H3 can be supported on a
significance level of either p<0.001 or p<0.05.

Within an additional validation model, we show that consumer perceptions serve
as drivers of purchase intention. These success determinants account for the LE type
and the strategic fit’s impact on purchase intention. We conducted a multiple regres-
sion analysis with the perceived scarcity, product innovativeness, credibility, and
product quality as IVs and purchase intention as the DV. For study 1 the regression
model reveals that all four consumer perceptions are significant predictors of pur-
chase intention F(4, 458)=46.9, p<0.001. For study 2, we find similar significant
results. However, perceived credibility does not significantly explain consumer per-
ceptions [F(4,237)=63.3, p<0.001]. Detailed findings are available upon request.

Discussion and Conclusion

Contradicting the classical approach of Brock’s commodity theory (1968) we find a
significant negative impact of perceived scarcity on purchase intention in both stud-
ies. Furthermore, within a group-based setting we are able to show that there is a
significant negative impact of perceived scarcity on purchase intention in study 1
but only in a situation of high- and low-fit seasonal limited editions. A possible
explanation according to naive economic theories is that scarcity is closely con-
nected with higher prices and in the price-sensitive FMCG market numerous alter-
natives are available (Lynn 1992). Consequently, the urge to possess the product
could be weakened. Thus it could be argued that within the FMCG sector a high
level of perceived scarcity does not necessarily enhance the purchase intention of
consumers.

Strategic fit’s isolated significant impact on perceived credibility and that of per-
ceived credibility on purchase intention were only found in study 1. In contrast, on
average, the respondents of study 2 perceived the limitation reasons of the low- and
high-fit LE as equally credible. Accordingly, perceived credibility was not found to
be a predictor of purchase intention in study 2. Following Keller’s brand awareness
model, credibility, as part of the rational evaluation process, is seen as a basic prem-
ise for brand attachment (Keller 2010). Subsequently, consumers’ perception of
credibility in terms of evaluating a product cannot be compromised easily when
they are attached to a certain brand or product related to that brand. Hence, this
results in equally credible evaluations of low- and high-fit scenarios. In both studies,
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strategic fit had a direct effect on purchase intention, which supported its role as a
key success factor in the creation of LE products. As we can show study 1 respon-
dents did not reveal significant differences between high- and low-fit LE when eval-
uating product quality, which can be explained by their low involvement with the
product. We can conclude that within both studies the LE type serves as a significant
success factor, whereas the impact of different levels of fit depends on additional
factors like, e.g., product familiarity.

References available upon request.



Consumer Knowledge, Attitudes,

and Purchase Intentions of Counterfeit
Fashion Goods: An Initiative to Curbing
Consumer Demand in the Marketplace!?

Joy M. Kozar and Kelby Stehl

Abstract Within the global marketplace, the production and consumption of coun-
terfeit goods represent a serious social problem. Scholars continue to suggest anti-
counterfeit education as a means to resolve this global problem and curb the demand
for counterfeit goods, but no scholarly research has empirically evaluated the effec-
tiveness of anticounterfeit educational campaigns. Therefore, the purpose of this
study is to draw upon such suggestions within the literature and quantitatively
assess the effectiveness of anticounterfeit education on consumers’ perceived
knowledge, attitudes, and purchase intentions of fashion counterfeit goods.
Convenience samples of male and female college students participated in the study.
Utilizing a one-group pretest—posttest quasi-experimental design, the findings from
a series of paired samples #-tests revealed a positive significant change in consum-
ers’ perceived knowledge of fashion counterfeit goods after viewing the anticoun-
terfeit campaign. Negative, significant changes in consumers’ favorable attitudes
and purchase intentions of fashion counterfeit goods were also found after the cam-
paign was implemented.

Keywords Counterfeits  Consumer behavior « Fashion » Purchase intention

Introduction

This research study embraces the theme of the 2015 Academy of Marketing Science
Annual Conference: Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple
Pie and Marketing!?, with a specific focus on using educational marketing in a posi-
tive way to curb consumer demand of fashion counterfeit goods in the U.S. market-
place. The production and consumption of counterfeit fashion goods represent a
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serious problem in U.S. society today. Specifically, the International Anti-
Counterfeiting Coalition (IACC) reported that the counterfeit goods industry has
increased more than 10,000 % within the past 20 years. Such rapid growth has
emerged as a danger to world trade, while imposing economical and societal threats
including the loss of jobs and legitimate revenue (Ha and Lennon 2006). The IACC
estimates that between 5 and 7 % of world trade consists of trade in illegitimate
goods and has resulted in the loss of more than 750,000 American jobs. Trade in
counterfeit goods has reached $600 billion annually on a worldwide basis, while
counterfeiting has been estimated to cost businesses in the United States approxi-
mately $250 billion each year (Norum and Cuno 2011).

Among the top five brands counterfeited, four are fashion brands (Kim and
Karpova 2010). McGlone (2006) reported that these brands include Louis Vuitton,
NIKE, Gucci, and Prada. Among these and other luxury brands, counterfeiting
damages brand equity and is a threat to legitimately operated businesses (Ha and
Lennon 2006). On average, luxury companies spend approximately 2 % of their
revenues to protect their trademarks and other intellectual property (Ha and Lennon
2006).

According to the IACC, one explanation for the rapid growth in the counterfeiting
problem is due to the increase in consumer demand for counterfeit fashion goods.
Many researchers have questioned why consumers purchase counterfeit goods (Bian
and Veloutsou 2007; Kim and Karpova 2010; Koklic 2011; Norum and Cuno 2011);
among these studies, researchers have identified that the affordable prices associated
with such goods is a major predictor of counterfeit purchasing behavior (Ang et al.
2001; Kozar and Marcketti 2011). Moreover, researchers have found moral judg-
ment to have a significant, negative influence on purchase intention (Kim et al.
2009). Koklic (2011) reported that attitude, moral intensity, and perceived risk sig-
nificantly affected consumers’ intention to purchase counterfeit products.

Many purchasers of counterfeit goods do not think they are doing anything
wrong, or are consumers often aware of the connection between the sale of counter-
feit goods and illicit acts of crime, such as terrorism and child labor (Ha and Lennon
2006; Marcketti and Parsons 2006; Norum and Cuno 2011). Prior purchasers of
counterfeit goods indicated that purchasing a counterfeit product was just as good
as purchasing the genuine brand, and therefore, believed they were not hurting the
U.S. economy (Norum and Cuno 2011).

Previous scholars have also examined the relationship between consumers’ atti-
tudes and purchase intentions of counterfeit fashion goods. De Matos et al. (2007)
indicated that perceived risk, previous purchasing experience, subjective norm,
integrity, and price—quality inference significantly influenced attitudes toward coun-
terfeits. Kim and Karpova (2010) indicated that product appearance, previous pur-
chasing behavior, value consciousness, and normative susceptibility are significant
predictors of attitudes toward buying fashion counterfeit goods. De Matos et al.
(2007) reported that consumer intentions to purchase counterfeit goods are depen-
dent on the attitudes they have toward counterfeits, while Koklic (2011) confirmed
that unfavorable attitudes toward purchasing counterfeit products negatively
affected consumers’ intentions to purchase such products.
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Norum and Cuno (2011) suggested that changes in attitudes toward counterfeit
goods are necessary to discouraging consumer demand in the marketplace. As a
means to alter consumer attitudes toward fashion counterfeit goods, the authors
recommended employing consumer educational programming and marketing initia-
tives, with a direct focus on the negative impacts that counterfeit production and
consumption have on the U.S. economy and overall society. A number of studies
have suggested providing consumers with anticounterfeit initiatives, which com-
municates the negative aspects of counterfeit product consumption (Ha and Lennon
2006; Kim and Karpova 2010; Kozar and Marcketti 2011; Norum and Cuno 2011).
However, while anticounterfeit marketing strategies have consistently been men-
tioned by scholars, previous researchers have only suggested the implementation of
anticounterfeit marketing initiatives to deter demand.

Studies have advocated for specific consumer anticounterfeit marketing cam-
paigns, such as educational initiatives in airports (Kim and Karpova 2010) and pub-
lic service announcements (Ha and Lennon 2006). Though, there has not yet been a
study that has developed and assessed the effectiveness of an anticounterfeit mar-
keting initiative. As such, the purpose of this study was to provide an empirical
analysis that examined the impact of an anticounterfeit marketing initiative on con-
sumers’ perceived knowledge, attitudes, and purchase intentions of fashion counter-
feit goods. Within this study, an anticounterfeit initiative was implemented as the
treatment for participants within a one-group pretest—posttest quasi-experimental
design.

Theoretical Framework

Within the literature examining consumers’ purchasing behavior of fashion counter-
feit goods, previous studies have utilized the Theory of Reasoned Action (TRA) as
a theoretical foundation (Koklic 2011; Phau et al. 2009). Phau et al. (2009) indi-
cated that the attitude construct is often used as a predictor of consumer intentions
and behaviors; in a similar vein, Koklic (2011) explained that the basic assumption
of the TRA model is that attitudes shape intentions and intentions shape behavior.
According to Schiffman and Kanuk (2010), “the Theory of Reasoned Action (TRA)
model represents a comprehensive integration of attitude components into a struc-
ture that is designed to lead to both better explanation and better predictions of
behavior” (p. 253). This suggests that TRA is useful in applying significant findings
of consumers’ attitudes and purchase intentions toward implications of actual
behavior. As part of this study, TRA provided a theoretical basis for examining
consumers’ attitudes and purchase intentions of fashion counterfeit goods, and thus,
drawing conclusions about actual consumer engagement in fashion counterfeit pur-
chasing behavior.

Consistent with the TRA model, the Hunt-Vitell Theory of Marketing Ethics
model proposes that ethical judgments affect behavior through intentions, which
serves as an intervening variable (Hunt and Vitell 2006). As the authors explained,
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“The H-V model proposes that both ethical judgments and intentions should be bet-
ter predictors of behavior in situations where the ethical issues are central, rather
than peripheral” (p. 145). Expanding further, the authors reported that the model
suggests the ethical decision-making process is initiated by the individual’s percep-
tion of an ethical problem in a situation and is followed by the evaluation of various
possible alternatives that might be used to solve the problem. According to Ha and
Lennon (2006), “when given the opportunity to purchase fashion counterfeits (an
ethical problem) consumers consider the consequences based on their ethical ideolo-
gies. They then form an ethical judgment and assess their purchase intent” (p. 300).

Ha and Lennon (2006) indicated that previous research has found individuals’
ethical ideologies are important in formulating evaluations, attitudes, and behaviors
related to ethical situations. Since the consumption of counterfeits has been noted as
an ethical problem, the authors deemed it conceivable that ethical ideologies impact
attitudes, which effect ethical judgments and impact purchase intentions. Therefore,
applying the Hunt—Vitell model to this study will be beneficial when assessing the
effectiveness of an anti-counterfeit initiative on consumers’ attitudes and purchase
intentions.

Koklic (2011) indicated that implementing educational marketing initiatives is
an effective means to confining illicit market activities. Suggested strategies for
deterring the demand of fashion counterfeit goods include influencing consumers’
attitudes and intentions to purchase counterfeit products. As such, this study ana-
lyzed the impact of an anti-counterfeit initiative on modifying perceived knowl-
edge, attitudes, and purchase intentions of fashion counterfeit goods.

Methodology

Sample

The participants in this study were selected through a sample of college students
specializing in various degree programs at a 4-year university located in the
Midwestern U.S. As Ha and Lennon (2006) reported that approximately half of the
participants in their study had purchased fashion counterfeit goods, the authors sug-
gested use and demand for fashion counterfeit products may be common among
undergraduate students. Therefore, sampling from the undergraduate student popu-
lation was deemed appropriate for this study. As a means to utilize a varied sample,
the researchers conducted the study within various course levels and academic pro-
grams at the central university campus. The courses included introductory princi-
ples of marketing course, a beginning apparel and textile lecture course, an
intermediate apparel and textile evaluation course, an intermediate financial plan-
ning course, and an advanced family studies course. Participants were enrolled in
any one of the various colleges at the university, including agriculture, architecture,
arts and sciences, business administration, education, engineering, and human
ecology.
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Instrumentation

The 22-item instrument utilized in this study incorporated pre-existing scales that
have been adapted and utilized for studies focused on the counterfeiting problem.
Each item within the instrument was measured utilizing a seven-point Likert-type
scale (1—strongly disagree; 7—strongly agree).

Consumers’ perceived knowledge of fashion counterfeit goods was measured
utilizing three items that were adapted from Bang et al. (2000). While Bang et al.’s
(2000) study was conducted to assess consumers’ knowledge and attitudes toward
renewable energy, a study conducted by Marcketti and Shelley (2009) found the
scale items to be effective measures of consumers’ knowledge toward counterfeit
goods. Bang et al. asked respondents questions such as “How concerned are you
about pollution” and “...about the environment when making purchases?” Marcketti
and Shelley asked respondents adapted versions of the questions such as “How con-
cerned are you about counterfeiting” and “...about the effects of counterfeit apparel
when making purchases?”

As part of the current study, the three items utilized by Marcketti and Shelley
were slightly modified so that items could be answered with the Likert-type scale.
The three individual items for assessing consumers’ perceived knowledge of coun-
terfeits included: “I am familiar with counterfeiting,” “I am knowledgeable about
counterfeiting,” and “I am familiar with the efforts to stop counterfeiting.”
Reliabilities for the constructs were analyzed to assess internal consistency. Upon
confirming reliability, the items were combined to create the summed mean vari-
ables for participants’ perceived knowledge of counterfeits.

Five items from Bang et al. (2000) were also utilized to assess consumers’ atti-
tudes toward fashion counterfeit goods. Again, Marcketti and Shelley (2009) found
such scale items to be effective in the context of consumers’ attitudes toward counter-
feit goods. The five items Marcketti and Shelley (2009) utilized to assess consumers’
attitudes were already compatible with the Likert-type scale. As part of the current
study, consumers’ attitudes toward counterfeits utilized the following items: “I would
be proud to own a fashion counterfeit good,” “I would buy a fashion counterfeit if no
one could tell it was counterfeit,” “I like counterfeits,” “I will buy a fashion counter-
feit good in the next 12 months,” and “There is nothing the matter with purchasing
counterfeit fashion goods.” Upon confirming reliability, the items were combined to
create one summed mean variable for participants’ attitudes of counterfeits.

Consumers’ purchase intentions of counterfeit goods were measured utilizing
two items from Bian and Veloutsou’s (2007) scale specifically developed for a non-
deceptive counterfeit study. This study slightly adapted the original scale by modi-
fying the wording from “counterfeit brands” to “fashion counterfeit goods.” The
two items used to assess consumers’ purchase intentions of fashion counterfeit
goods included: “I am willing to buy fashion counterfeit goods for my own use”” and
“I often buy fashion counterfeit goods for my own use.”

Additionally, three items originally employed by Madden et al. (1992) were uti-
lized to assess consumers’ purchase intentions of fashion counterfeit goods. While
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this scale was not originally developed for counterfeit-focused research, the study
by Kim and Karpova (2010) found the scale items to be useful in examining con-
sumers’ motivations toward purchasing counterfeit goods. The items of the ques-
tionnaire used in the study included: “I intend to buy fashion counterfeit goods in
the future,” “I will try to buy fashion counterfeit goods in the future,” and “T will
make an effort to buy fashion counterfeit goods in the future.”

To assess internal consistency, reliability analysis was performed separately for
each of the purchase intention scales. Upon confirming reliability, the items were
combined to create two separate summed mean variables. Utilizing multiple summed
mean variables for the same construct adds significance to the study by testing for
the appropriateness of different scales in assessing counterfeit purchase intentions.

A section for the participants’ demographic information was also included in the
questionnaire. Questions asked within this section included: “What is your sex?,” “What
is your age range?.” “What is your year in college?.”” “Which academic college is your
primary major/degree in?.” ““To which racial or ethnic group(s) do you most identify?,”
“On a monthly basis, how much (on average) do you spend on new clothes and acces-
sories?,” and “Have you ever knowingly purchased a fashion counterfeit good?”

Procedure

Prior to collecting data, the researchers obtained permission from the Institutional
Review Board. Then, as part of Phase I of the study, the researchers distributed the
self-administered questionnaire packet among the students enrolled in the courses
selected for the study. Each packet included a coded questionnaire and cover sheet
with a designated space for the student to print their name prior to completing the
questionnaire. While the participants were completing the questionnaire, the
researchers collected and saved all of the cover sheets for Phase II of the study (for
coding purposes only).

Next, the researchers presented the anticounterfeit marketing initiative to partici-
pants. The treatment included elements suggested by Koklic (2011) and De Matos
et al. (2007) and was designed to impact participants’ perception of risk associated
with obtaining fashion counterfeit goods. Perceived consequences for society at
large, such as a loss in tax revenue and the continued funding and support toward
child labor and terrorist activity, were utilized as focal points. The treatment focused
on the definition of a counterfeit, with examples of types of fashion counterfeit
goods and strategies for spotting “fakes.” Information regarding the production of
counterfeits was provided, including that counterfeiters do not provide fair/living
wages or benefits for employees, have poor working conditions, and often use
forced child labor. Also shared with the participants, counterfeiters do not pay taxes,
which mean less revenue for the public schools, hospitals, parks, and other social
programs (International Anti-Counterfeiting Coalition 2014).

Four weeks after participants were exposed to the treatment the researchers
returned to the same courses for Phase II of the data collection process and distrib-



Consumer Knowledge, Attitudes, and Purchase Intentions of Counterfeit Fashion... 149

uted the self-administered questionnaire among the students who previously partici-
pated in Phase 1. The 4-week time interval between phases was based on Cook and
Campbell’s (1979) recommendations for maintaining validity. In Phase II, each par-
ticipant was given a new questionnaire packet, which included the participant’s
original cover sheet containing the same coded number as Phase I and the partici-
pant’s name printed on the front. This coding method allowed the researchers to
track individual responses and modifications in participants’ perceived knowledge,
attitudes, and purchase intentions.

Data Analysis

To generate an overview of the sample, demographic variables were analyzed using
descriptive statistics. Reliability analysis utilizing Cronbach’s alpha on multiple-
item measures was performed for the various scale items utilized to measure each
variable. From each set of scale items, summed mean variables were created and
internal consistency was addressed. A series of paired samples z-tests were con-
ducted to assess the effectiveness of the treatment in influencing participants’ per-
ceived knowledge, attitudes, and purchasing intention.

Results

A total of 323 students participated in the study (63.5 % female, 36.5 % male).
Almost half of the sample of participants were between the ages of 20 and 21
(46.4 %), with another 30.0 % of the sample between the ages of 22 and 23. The
students were fairly evenly distributed among the different academic programs and
colleges. The majority of participants reported themselves as Non-Hispanic White
(80.1 %), while participants indicating themselves as Asian or Asian American
(12.5 %) or Black or African American (2.8 %) claimed the second and third most
represented ethnic groups in the study, respectively.

With regard to spending patterns, participants were asked to indicate how much
they spend on new clothing and accessories on a monthly basis. It can be noted that
as the indicated amount of money spent on new clothing and accessories increased,
the percentage of participants representing those corresponding amounts decreased.
For example, participants who claimed they spent less than $50 per month accounted
for the largest percentage of participants (43.0 %), while the next highest percentage
of participants claimed they spent between $51 and $100 per month (28.8 %).
Representing the third highest percentage of participants were those who spent
between $101 and $150 per month (16.4 %), while the fourth highest percentage of
participants were those who spent between $151 and $200 per month (8.4 %). The
smallest percentage of participants was those who spent more than $200 per month
on new clothing or accessories (3.4 %).
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Finally, each participant was asked to identify if they had ever knowingly pur-
chased a fashion counterfeit good. Of the 322 participants who responded to the
question, nearly one-third (31.7 %) identified that they had, while the remaining
two-third (68.3 %) of the sample indicated that they had not knowingly engaged in
such purchasing behavior.

Upon completion of the ¢-tests (Table 1), all measures revealed significant differ-
ences between the Phase I and Phase II results. Utilizing the Phase I and Phase 11
summed mean variables for perceived knowledge of counterfeits (Phase I: a=0.87,
Phase II: a=0.75), a mean difference of —1.88 was reported (Phase I: M=3.58,
SD=1.63, Phase II: M=5.45, SD=1.06). This suggested that a significant increase
in perceived knowledge was reported after participants had been exposed to the
anti-counterfeit initiative (r=-20.69, df=322, p<0.001).

Moreover, in comparing the summed mean variables for attitudes toward coun-
terfeits at Phase I and II (Phase I: a=0.88, Phase II: a=0.90), a mean difference of
0.69 was reported (Phase I: M=2.71, SD=1.20, Phase II: M=2.03, SD=1.08). A
significant decrease in favorable attitudes toward fashion counterfeit goods was
revealed after participants had been exposed to the treatment (r=10.75, n=322,
p<0.001). Among the summed mean variables from Bian and Veloutsou’s (2007)
purchasing intention scale (Phase I: a=0.73, Phase II: a=0.81), a mean difference of
0.77 was reported (Phase I: M=2.67, SD=1.33, Phase II: M=1.90, SD=1.14). This
revealed a significant decrease in purchase intention after participants had viewed
the treatment (r=11.25, df=322, p<0.001). Similarly, an assessment of Kim and
Karpova’s (2010) purchase intention scale items (Phase I: a=0.94, Phase II: a=0.92)
revealed a mean difference of 0.73 (Phase I: M=2.49, SD=1.35, Phase II: M=1.76,
SD=1.10), and again, a significant decrease in purchase intention was observed
after participants had been exposed to the treatment (+=10.86, df=322, p<0.001).

Discussion

The findings of this study concur with those reported by previous researchers
including Dickson (2000), who found that consumers overall have a low level of
perceived knowledge regarding socially responsible business practices in the fash-
ion industry. Marcketti and Shelley (2009) also found that consumers have a lack of
knowledge regarding the issues surrounding the counterfeiting movement. As part

Table 1 Phase I and Phase II results for paired sample #-tests (n=323)

Phase 1 Phase 11
Summed mean variable M SD M SD M diff t
Perceived knowledge 3.58 1.63 5.45 1.06 -1.88 -20.69*
Attitude 2.71 1.20 2.03 1.08 0.69 10.75%
Purchase intention 1 2.67 1.33 1.90 1.14 0.77 11.25%
Purchase intention 2 2.49 1.35 1.76 1.10 0.73 10.86*

#p<0.001
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of this study, participants reported a lack of familiarity with the fashion counterfeit
industry. Such findings lend support to Ha and Lennon (2006), who stated, “Most
students are unaware of the link between terrorism and counterfeit product sales and
are moved by that knowledge” (p. 312).

Upon completion of Phase II, participants held a significantly higher perception
of knowledge toward fashion counterfeit goods. Participants reported being more
familiar with and more knowledgeable about the fashion counterfeit industry in
general, as well as being more familiar with current efforts to stop fashion counter-
feit supply and demand. This suggests that the treatment was effective in heighten-
ing participants’ awareness of issues associated with the counterfeit industry and
current anticounterfeit marketing campaigns in the media. These results also speak
to findings, in which it was reported that consumers with higher levels of product
knowledge have a stronger capability of evaluating counterfeit products more accu-
rately. For instance, after being exposed to a treatment that provides guidelines for
spotting counterfeit merchandise, consumers may have a stronger capability to dis-
tinguish a counterfeit fashion good from a legitimately branded fashion good.

Findings from the study indicated a significant change in consumers’ attitudes
toward fashion counterfeit goods. These results support Norum and Cuno (2011)
and Koklic (2011), who suggested that educational marketing might be a way to
influence attitudes toward counterfeit goods. At Phase II, participants reported that
they would not be as proud to own a fashion counterfeit good or would they be as
inclined to buy a fashion counterfeit good even if no one could tell it was a counter-
feit. Participants reported a lower likeability of counterfeits, as well as an increased
feeling that purchasing fashion counterfeit goods is wrong. While Kim and Karpova
(2010) found that consumers might not view purchasing fake fashion goods as a
serious dishonest and irresponsible action, findings from this study suggest that
anticounterfeit initiatives have the ability to shape consumers’ attitudes by impact-
ing their views on the morality of purchasing fashion counterfeit goods.

After exposure to the treatment, participants reported a stronger feeling that fash-
ion counterfeit goods are financially harmful to the original brand owner, as well as
stronger feelings that fashion counterfeit goods hurt the U.S. economy. At Phase 1II,
participants held stronger beliefs that those who manufacture fashion counterfeit
goods are committing a crime and those who buy fashion counterfeit goods are
committing a crime. While Ha and Lennon (2006) explained that counterfeiting is a
criminal activity, they suggested that consumers may not see fashion counterfeit
purchasing as an unethical activity. However, the findings of this study suggest that
marketers may have the ability to shape consumers’ attitudes toward the legality of
purchasing fashion counterfeit goods.

Finally, as seen by the evident decrease in consumers’ purchase intentions in
Phase II, the findings of this study lend support to Norum and Cuno’s (2011) impli-
cation that educators and marketers can discourage the purchase of counterfeit
goods by educating consumers about the dangers associated with counterfeiting.
The findings of this study also reflect De Matos et al. (2007), who reported that
consumers can be dissuaded from purchasing counterfeit goods if perceived risk is
at the core of anticounterfeit campaigns.
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Implications

The findings of this study are relevant to the work of government officials, fashion
retailers and marketers, and anticounterfeiting groups. Such organizations, which
continually work to dissuade consumers from purchasing fashion counterfeit goods,
will find value in investing their resources in developing and implementing anti-
counterfeit marketing campaigns. By incorporating content related to the lawful-
ness, morality, and risk of purchasing counterfeit products, consumers may begin to
think more deeply about their own actions and discover how counterfeit purchasing
behavior negatively impacts numerous entities, including the U.S. economy, condi-
tions for workers, and fashion retailers and luxury brand owners.

Within this study, the Theory of Reasoned Action (TRA) provided a theoretical
basis for examining consumers’ attitudes and purchase intentions of fashion coun-
terfeit goods, and thus, drawing conclusions about consumer engagement in actual
fashion counterfeit purchasing behavior. For example, consumers reported holding
less favorable attitudes and a decreased intention to purchase fashion counterfeit
goods after being exposed to the anticounterfeit treatment. With a decreased like-
ability and willingness to purchase such goods in the future, the theoretical assump-
tions of TRA were utilized to imply that anticounterfeit educational marketing,
which impacts consumers’ attitudes and purchase intentions, may dissuade consum-
ers from engaging in actual fashion counterfeit purchasing behavior. As such, TRA
is an appropriate theoretical model for future studies examining the effectiveness of
anticounterfeit educational marketing on attitudes and purchase intentions of fash-
ion counterfeit goods because of the theory’s capability to draw behavioral implica-
tions from significant attitudinal and purchase intention findings.

The findings of this study also contribute to the Theory of Marketing Ethics/
Hunt—Vitell Model. The basic premise of the Hunt—Vitell model, as interpreted by
Ha and Lennon (2006), is that ethical ideologies impact attitudes, which affect ethi-
cal judgments and impact purchase intentions. By utilizing the Hunt—Vitell model
as a theoretical foundation, the treatment was developed to make consumers think
more deeply about the consequences associated with purchasing fashion counterfeit
goods, as a means to impact consumers’ attitudes and purchase intentions of such
goods. As seen by the effectiveness in altering consumers’ attitudes and purchase
intentions of fashion counterfeit goods, it is suggested that the Hunt—Vitell Model is
a useful theoretical foundation for future studies examining anticounterfeit educa-
tional marketing techniques.

Recommendations for Future Research

Future research should investigate the effectiveness of anticounterfeit marketing
initiatives presented through various mediums. Anticounterfeit messages should be
assessed for effectiveness in impacting consumers’ perceived knowledge, attitudes,
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and purchase intentions through print, social, and broadcast mediums. For print and
social mediums, research should investigate how much educational content, such as
number of images and/or number of educational topics presented, is needed to have
a significant impact on consumers. For broadcast media, researchers should focus
on investigating anticounterfeit campaigns and advertisements for length of time
that is needed to have a significant impact on consumers. For example, various cam-
paigns could be tested in 30, 45, and 60 s intervals to determine which length of
time is most effective in influencing consumers’ perceived knowledge, attitudes,
and purchase intentions of fashion counterfeit goods.

Limitations

A convenience sample was selected due to the nature of the study and time con-
straints involved with scheduling Phase I and Phase II course visits. Further research
should be conducted utilizing a random sample to verify if the findings can be gen-
eralized among a more diverse population. A sample that is more heterogeneous in
terms of gender, age, ethnicity, educational background, and amount of money
spent on fashion goods each month would be beneficial to confirm generalization
among the findings.

The one-group pretest—posttest design is also subject to threats of internal valid-
ity. Future research should be conducted utilizing the same pretest—posttest design,
but with a second group acting as a control group to minimize threats to internal
validity. Additionally, the time allotted between Phase I and Phase II could be
increased to minimize timing threats to validity, however, the time interval should
not be extensively increased as threats to history and maturation are elevated. While
Morgan et al. (2004) acknowledged that a research design attempting to change a
behavior pattern or attitude should utilize a short-time interval to minimize threats
to history and maturation, it would be beneficial to extend the time interval to
approximately 8 weeks to reduce timing threats to validity. Such an extension in
time could lessen any carryover effects that might increase posttest performance,
while still considering other threats to internal validity.
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Are Sponsored Blog Posts a Good Thing?
Exploring the Role of Authenticity
in the Fashion Blogosphere

Miranda Williams and Nancy Hodges

Introduction

Making an appearance in the mid-1990s, blogs were first viewed primarily as “internet
sites that served as a platform for open communication and detailed discussions”
(Rocamora 2011, p. 408). Although blogs were promoted as a tool for everyone, at
the time, the technology was mostly used for political and educational discourse. It
was not until the attack on the World Trade Center in 2001 that blog use achieved
worldwide popularity (Rocamora 2011). As bloggers began to see the benefits of
blogs as a communication tool, they started to expand beyond the topics of politics
and education. Many researchers consider this moment in history to be the birth of
personal blogging (Chittenden 2010; Rocamora 2011).

Over time, personal blogs began to focus on product category-specific informa-
tion and reviews. Considered an alternative to traditional forms of marketing, per-
sonal blogs focus directly on user experience (Kretz and de Valck 2010; Kulmala
et al. 2013; McQuarrie et al. 2013; Scarabato and Fischer 2013), which many con-
sumers view as an escape from seller-centric messages and persuasive marketing
strategies. However, marketers are slowly starting to enter the blogosphere through
“sponsored blog posts” on personal blogs. Otherwise known as online advertise-
ments, “sponsored blog posts” are noncontractual agreements wherein bloggers
receive compensation from sponsoring marketers for their reviews and endorse-
ments (Lu et al. 2014). Fashion blogs, in particular, are frequently targeted for spon-
sorship. Apparel retailers spend months, sometimes years, assessing the character
narratives of bloggers, as well as consumer responses to blog content, prior to enter-
ing into a marketing partnership (Kulmala et al. 2013). Given the development of
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such partnerships, the twofold aim of this study was to investigate consumer per-
ceptions of sponsored blog posts and, in turn, to explore the extent to which these
perceptions impact their views on the information provided by fashion bloggers.

Prior research suggests that when it comes to trying new products and brands,
consumers trust peers more than they trust retail establishments (Kulmala et al.
2013; Luetal. 2014; McQuarrie et al. 2013; Scarabato and Fischer 2013). According
to Beverland and Farrelly (2009), this mode of thinking is the result of a standard-
ized and homogeneous marketplace that fails to address consumers’ need for
authenticity. Although authenticity has been identified as context and goal depen-
dent (Arnould and Price 2000; Bruner 1994; Chronis and Hampton 2008; Leigh
et al. 2006; Postrel 2003; Rose and Wood 2005; Wang 1999), few studies have
explored how sponsorship affects authenticity within the blogging community. As
such, this study examines the relationship between sponsorship and authenticity
within personal fashion blogs.

Methodology

Two research questions were developed to guide the study. (1) What role do spon-
sored blog posts play in the fashion blogosphere? and (2) How do blog audience
members respond to sponsored blog posts? A qualitative research design was used,
as it provided insight into the “needs, desires, meanings, and choices” (Kozinets
2002, p. 62) of fashion bloggers and their blog audiences. More specifically,
Kozinets’ (2002) netnographic approach to digital data collection was used to estab-
lish the criteria suitable for evaluation: (1) a focused and research relevant segment,
topic, or group, (2) high “traffic” of postings, (3) large number of discrete message
posters, (4) detailed or descriptively rich data, and (5) between-member interactions
of the type required by the research question (p. 63).

Data were collected through online participant observation over a 17-week
period. From June to October, text-based interactions from seven popular fashion
blogs were recorded and analyzed. Blogs were selected based on bloggers’ inclu-
sion and promotion of sponsored products. To obtain an adequate sample of texts
for analysis, the following requirements were established: (1) the blog includes one
sponsored post every week, (2) the blog has been active for the past 12 months, and
(3) the blog has followers who comment on a weekly basis. In addition to verbatim
blog posts, observations of audience members’ reactions were recorded to further
categorize the data into themes and apply meaning to the concepts.

Over 100 pages of verbatim posts and observations were compiled. Once com-
pleted, the researchers followed Spiggle’s (1994) suggestions for analyzing and
interpreting qualitative data. From this iterative process, three main themes were
identified and are used to structure the following interpretation: 7o Disclose or Not
to Disclose, Blogger vs. Consumer, and A Question of Credibility.
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Results and Discussion

To Disclose or Not to Disclose

Several of the bloggers included in this study tend to disclose sponsorship deals
early in the marketing partnership. By doing so, they “avoid nondisclosure prob-
lems that may lead to deception and arouse ethical concerns” (Lu et al. 2014,
p. 260). An example of sponsorship disclosure can be seen in Samantha’s post about
the online fashion retailer, Piperlime. She blogs,

Piperlime asked me to share my favorite fall look... I centered the outfit around a dress. This
Sflounce dress is the cutest ever and under $100! Piperlime is also having 20% off their
Ultimate Fall Checklist ending today with code: FALL20.

A big thank you to Piperlime for sponsoring this post! (Samantha)

In addition to the product, Samantha makes her blog audience aware of a short-
term promotion offered by Piperlime. This additional element is designed to prompt
audience members who are undecided about the product based on the images and
text alone. For example, Elisa posts her excitement about the promotion.

1 like the dress, but the 20 % promotion sealed the deal! How can I pass that up? May I ask
which size you got? ...[i]t’s hard to see how it fits... (Elisa)

Samantha quickly answers Elisa’s size question, but then shifts her focus to other
items on Piperlime’s Ultimate Fall Checklist. She says, “I feel the dress runs pretty
TTS (true to size). I am usually an extra small and the extra small fits me perfectly.
If you need something to wear with it, Piperlime has a great maroon coat on sale. I
love their knee high boots, too! You can see some of my favorite ones here, here,
and here.” Elisa then responds with a question about one of the new links and, thus,
the cycle of advertising continues.

Based on the interpretation, it appears that success of sponsored blog posts
largely depends on a blogger’s accessibility to fashion products, as well as her abil-
ity to convince an audience to buy those products. With the help of retailers, fashion
bloggers obtain items at little to no cost and then promote these items to consumers
using a smaller incentive (i.e., seasonal promotion). Disclosing a sponsorship along
with an incentive appears to be designed to make the sponsored blog post more
appealing to audience members as compared to simply disclosing sponsorship. In
addition, sponsored blog posts are used by some bloggers as a platform for promot-
ing complementary products. Posts reveal that once consumers make an initial pur-
chase decision, they are likely to consider other products that compliment it (i.e., a
coat or boots to go with a dress). This act of repeat patronage demonstrates that
sponsored blog posts do not always undermine authenticity (Beverland et al. 2008;
Beverland and Luxton 2005).
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Blogger vs. Consumer

Loyalty is defined as “a powerful influence on consumer retention and repeat pur-
chases” (Bailey and Seock 2010, p. 40). While fashion blogging in its natural form
is not considered a business, the use of sponsored blog posts to promote products is
part of a much broader business strategy. For example, Christa’s recent collabora-
tion with the brand Vince results in a promotion of its new collection of fall coats.
For a solid week, she uses sponsored posts on her fashion blog to feature a different
Vince coat each day, which causes mixed reactions among her audience members.
For example, Jamie, a loyal Vince customer, appears to enjoy the sponsored posts
and frequently asks for Christa’s opinion about the different options. She blogs,

Hi! I live in the northeast and it is super cold! I recently found a Vince coat on sale for
$269! Do you think it will be worth it and warm enough for the...weather? (Jamie)

Christa’s response to Jamie is warm and engaging. She even poses a question
back, which prompts Jamie to express her loyalty and devotion to the blog.

Which coat is it? I've never bought something Vince that I didn’t feel like was worth the
money spent. The pieces are pricey, yes, but I have a Vince coat that is so durable and 1
know I will have it forever. It’s also very warm because it’s oversized and I can wear as
many layers as I want under it. (Christa)

It’s the wool two-tone coat. I think layering it will definitely make it warmer too! Thanks for
your input. You are my favorite blogger! (Jamie)

Jennifer, on the other hand, appears displeased with Christa’s dedication to one
particular brand. She expresses her discontent with the sponsored blog posts, stating
that other bloggers include a more diverse selection of products to address the price
restrictions experienced by a broad audience. When Jennifer’s initial comment does
not receive a response, she takes a more direct approach.

Can you please respond to my initial post? Many other bloggers include a mix of high cost/
low cost items because not everyone can afford a $700 coat or a $400 sweater. Even if they
don’t provide more affordable options...at least they respond back when I ask about cheaper
alternatives. (Jennifer)

Based on the interpretation of the data, it appears that along with loyalty, authen-
ticity can be challenged when fashion bloggers fail to meet the wants, needs, and
expectations of their audience members. Sponsored blog posts that place emphasis
on one brand or retailer are designed to cater to a specific group of individuals.
When dedicated members of the blog audience fall outside of the group, they appear
to feel frustrated or alienated by the blogger. This results in a divided blog audience,
wherein some members, like Jamie, further connect with the blogger while others,
such as Jennifer, disengage.
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A Question of Credibility

According to Lu et al. (2014), personal blogs have a dual role: (1) to provide prod-
uct information and (2) to make product recommendations. Within the fashion
blogosphere, this form of electronic word of mouth (eWOM) is commonly used by
consumers as a consultation tool to avoid purchase regret later on (Kozinets et al.
2010; Kumala et al. 2013). Conversely, sponsored blog posts within personal fash-
ion blogs can encourage consumers to purchase products from a specific company
or brand endorsed by the blogger.

Based on the interpretation of the data, sponsorship agreements can result in the
blogger’s credibility being questioned. For example, Michelle, a veteran poster,
expresses her disappointment with a blogger who accepted multiple sponsorships in
a short period of time. She blogs,

I do appreciate that you are honest with your disclosure in terms of sponsorship, but...I
have never seen you say a word about this product. If every product you promote is part of
a sponsorship, it is really hard to know what you truly like and what you are promoting
because you are being paid. Your blog seems disingenuous lately and I think I have figured
out why. Everything that is your new “favorite” or “go to” or “best thing ever” is a spon-
sored product. Your blog was one of the first for me... You were so relatable then. I realize
that you have probably got a new audience...but I sure miss the old blog. (Michelle)

As some audience members start to long for the past or, in this case, what the
blogger was prior to sponsorship, they begin to create authenticity through the “sus-
pension of disbelief” or “acts of imagination” (Chronis and Hampton 2008, p. 122).
Although these audience members may remove themselves for a period of time, the
blurred boundaries that exist in their quest for authenticity may actually leave the
door open for future patronage and loyalty (Wang 1999).

Within the same post, a new poster, Kylie, expresses her concern about the spon-
sorship. However, unlike Michelle’s post, Kylie makes a positive comment about
the blog before questioning the authenticity of the post. She blogs,

1 like the valuable information you supply...however, I do have a question. Do you really

use this product or are you just plugging it because it’s sponsored? I'm honestly asking
because I don’t know if you've said anything about this brand before. (Kylie)

Kylie’s post suggests that she is not opposed to the incorporation of sponsored
blog posts; rather she is concerned about the honesty of the review. Fashion blog
posts are deemed credible when the content is seen as “unbiased, believable, true, or
factual” (Lu et al. 2014, p. 259). Since sponsored blog posts are considered a form
of advertising, bloggers who suddenly start including sponsored posts are deemed
to be less authentic than they were before. The interpretation of the data shows that
even fashion bloggers who have proven themselves authentic in the past risk quickly
being labeled “disingenuous” when they upload a sponsored blog post as part of a
marketing partnership. Removing the personal use component further decreases
trust and acceptance among the blog audience. In contrast, when products are pro-
moted beyond being part of a sponsorship, meaning they are actually used regularly
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by the blogger, sponsored posts are more likely to be met with approval by the
audience.

Conclusions and Implications for Theory and Practice

Fashion blogs were once considered an alternative to traditional forms of marketing.
The dissemination of unbiased information through these blogs allowed consumers
to evaluate products and make purchase decisions based on the authenticity of the
blogger/user experience. However, in the past few years, the focus of fashion blogs
has shifted from advising the fashion consumer to celebrity endorsements, with the
bloggers being the celebrities. Although limited in terms of generalizability by its
qualitative approach, findings of this study suggest that at least some popular fash-
ion bloggers are perceived to have become more concerned with endorsement deals
and other types of sponsorship rather than the authenticity of the information and
expertise they provide their audiences.

Findings highlight the fact that fashion bloggers who secure sponsorship pro-
mote products that they may or may not have purchased on their own (i.e., outside
of the sponsorship). This leads to uncertainty among blog audiences, as they may
hesitate to buy the items they see displayed on the blogs unless persuaded to by
other means, such as discounts or promotions. Although fashion bloggers are just
now learning how best to relate to their audiences through sponsorship, findings of
this study suggest that there are differing expectations about authenticity among
members of a fashion blog audience. Further research on the topic is needed to
explore in-depth the implications of these expectations for shaping the dynamics
between bloggers and their audiences as the fashion blogosphere evolves.

References available upon request.



An Exploratory Analysis of Pronoun Usage
by Brands and Consumers on Facebook

Ryan E. Cruz and James M. Leonhardt

Abstract

The importance of the language used in brand-consumer communications spans
many areas of marketing including advertising, personal selling, public relations,
service interactions, traditional media, and, within the last decade, digital and social
media marketing. The present research provides an exploratory investigation on the
use of first (e.g., “I”’) and second (e.g., ““You™) person singular pronouns in brand-
consumer communications on the popular social networking platform, Facebook. In
particular, archival data from brand administrator and fan posts on Facebook were
collected for a period of 45 days. Initial findings suggest that first- and second-
person singular pronoun usage is higher in consumer comments than in brand posts.
On the other hand, brand posts contain a higher proportion of second-person (vs.
first-person) singular pronouns, while consumer comments contain a higher propor-
tion of first-person (vs. second-person) singular pronouns. Brand posts contain a
higher portion of second-person singular pronouns than do consumer comments.
Finally, consumer comments contain a higher proportion of first-person singular
pronouns than do brand posts. Managerial implications and opportunities for future
research are discussed.

References available upon request.
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Personalized Advertising, Invasiveness,
and Consumers’ Attitudes: A Structured
Abstract

John T. Gironda and Pradeep K. Korgaonkar

Introduction

Personalized advertising represents a new and emerging trend in the field of online
advertising. Through the use of enhanced online data collection techniques, market-
ers can now craft seemingly made to order advertisements tailored to a specific
individual. Numerous websites and services are hosting personalized banner and/or
text ads, such as YouTube, Facebook, Hotmail, and Gmail. In addition, the technique
is being used by more and more firms such as Amazon, MetLife, Dollar-Thrifty,
Staples, Joseph A. Bank, Orbitz, Zappos, and T-Mobile.

Through advances in data collection that allow individual consumers to be iden-
tified and their behavior analyzed (Tsang et al. 2004), personalized advertising
promises to deliver consumers more relevant ads (Athanasiadis and Mitropoulos
2010; Vesanen 2007). This is because the ads are created from specific consumer
information and explicit and/or implied preferences obtained from previously moni-
tored online activity including search entries, clickstream data, and/or website user
profiles (De Bock and Van den Poel 2010). This should lead to increased consumer
satisfaction (Athanasiadis and Mitropoulos 2010; Kramer et al. 2007; Xu et al.
2011) and more effective online display advertisements (Lekakos 2009; Pessemier
et al. 2008). Therefore, personalized advertising has the potential to benefit both
consumers and firms alike.

While personalized advertising seemingly holds great potential to transform online
advertising for both organizations and individuals, research studies on personalized
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advertising have been somewhat sparse (Lopez-Nores et al. 2009), as well as inconclusive
due to mixed results. For example, some studies have shown that personalized advertis-
ing has led to positive consumer responses such as improved attitude toward a website
and purchase intentions (Chakraborty et al. 2003; Chen and Wells 1999; Tam and Ho
2006), while other studies reveal that consumers do not yet feel completely comfort-
able with the practice of personalized advertising due to a number of concerns, espe-
cially regarding privacy (Baek and Morimoto 2012; Athanasiadis and Mitropoulos
2010; Nah and Davis 2002). Therefore, consumer acceptance of the technique still
remains a significant hurdle for personalized advertising to overcome. Therefore, it is
critical for marketers to garner a better understanding of consumers’ attitudes towards
personalized advertising in order to be able to use those insights to maximize the
benefits of personalized advertising for consumers and firms, while still being able to
alleviate consumer privacy concerns.

The purpose of this research is to work toward developing a more thorough
understanding of consumers’ attitudes toward personalized advertising by exploring
the antecedents and outcomes of those attitudes. In particular, we examine what fac-
tors determine whether personalized advertising is perceived favorably vs. inva-
sively by consumers and what effects those perceptions have on consumers’ attitudes
and intentions. This research should lead to several contributions for academicians,
marketing practitioners, and consumers.

Conceptual Framework

Personalized advertising has been defined as “customized promotional messages
that are delivered to each individual consumer through paid media based on personal
information (such as consumers’ names, past buying history, demographics, psycho-
graphics, locations, and lifestyle interests)” (Baek and Morimoto 2012, p. 59).

Drawing upon previous research on personalized advertising, personalization,
information privacy, innovation adoption, and invasiveness we derived a research
model that is based upon and extends privacy calculus theory (Culnan and Armstrong
1999; Laufer and Wolfe 1977) as a theoretical lens by which to conduct our investiga-
tion. Privacy calculus theory posits that an individual’s privacy decision process can
be thought of as a cost-benefit analysis of competing beliefs in which the benefits
and risks of engaging in a behavior are weighted against one another in a calculus
(Culnan and Armstrong 1999; Dinev and Hart 2006; Laufer and Wolfe 1977). In the
context of personalized advertising, while the use of personalized advertising is
essentially a free service, the collection of large amounts of consumers’ information
entails various risks that can be thought of as costs in this case (Chellappa and
Shivendu2010; Lietal. 2011). Therefore, if consumers’ are willing to use personalized
advertising, they are paying these information disclosure costs in exchange for cer-
tain benefits such as more useful and relevant online advertisements.

The research model used in our study is designed to assist in the examination of key
elements influencing consumers’ attitudes and intentions with regard to personalized
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advertising. In addition to including traditionally studied elements of the privacy
calculus in our model (i.e., privacy concerns, privacy risks, and perceived privacy con-
trol) we also extend privacy calculus theory by including additional related elements
such as invasiveness, market mavenism, consumer innovativeness, and perceived use-
fulness. These additional elements have not yet been empirically examined within a
privacy calculus framework, nor to the best of our knowledge, have all of them been
examined alongside each other within any comprehensive nomological framework.
Thus, their inclusion in our model should not only help shed light on consumers’ per-
ceptions of personalized advertising, but should also provide valuable insights into
previously unstudied interrelationships among a number of constructs.

Methodology

Our study utilized a scenario-based survey method in which data were collected
from a Qualtrics national consumer online panel via a self-administered question-
naire. Participants were randomly assigned to one of the five brief scenarios describ-
ing a typical event that a web user might encounter with regard to personalized
advertising on a social networking site. The use of multiple scenarios allowed for the
inclusion of differing personalized advertising contexts. For instance, the first sce-
nario only presented a brief description of personalized advertising and was used as
a control group to obtain a baseline assessment of consumers’ perceptions of person-
alized advertising. The subsequent scenarios also presented the description of per-
sonalized advertising, but contained additional information regarding the source of
consumer data used to generate a personalized ad. For example, one scenario men-
tioned that a personalized ad was based on information from a previous online search
conducted by the consumer, while another scenario noted that the personalized ad
was based on information from a users’ social networking site profile.

Following the scenario, participants were asked a series of questions assessing
their demographic information and measuring the respective constructs of our
model. We utilized existing measurement scales that have previously demonstrated
acceptable levels of reliability in other studies and adapted those scales to fit the
context of our study. In addition, we conducted both a pretest and pilot study to
assess the preliminary quality of our measurement instruments and make refine-
ments as needed.

The measures used in our study are as follow. Privacy Risks and Perceived Privacy
Control were both measured using four-item scales derived from Xu et al. (2011).
Privacy Concern was measured with four items adapted from Anderson and Agarwal
(2011), Dinev and Hart (2006), and Malhotra et al. (2004). Disposition to Value
Privacy (DTVP) was measured via two items adopted from Xu et al. (2011).
Invasiveness was measured using a five-item scale derived from Zweig and Webster
(2002), Paschal et al. (2009), and Tepper and Braun (1995). Perceived Usefulness was
measured with four items adapted from Davis et al. (1989) and Taylor and Todd
(1995). Attitude toward Personalized Advertising was measured using a four-item
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scale adapted from Muehling (1987) and Wolin and Korgaonkar (2003). Consumer
Innovativeness was measured with three items derived from Roehrich (2004) and
Tellis et al. (2009). Market Mavenism was measured via the Market Maven Scale
(MMS) consisting of five items developed by Feick and Price (1987). Finally, Intention
to Click on a personalized advertisement and Intention to Purchase were each mea-
sured using four items adapted from MacKenzie et al. (1986) and Venkatesh et al.
(2003). All items were measured on seven-point semantic differential or Likert scales
with descriptive anchors such as (1) “strongly disagree” to (7) “strongly agree”.

The primary method of data analysis for our study’s proposed research model
was carried out via structural equation modeling (SEM) with maximum likelihood
(ML) estimation analyzing a covariance matrix using the LISREL 8.8 software
package (Joreskog and Sorbom 1996). We employed the Anderson and Gerbing
(1988) two-step model building approach, in which we first conducted a confirma-
tory factor analysis (CFA) to test the psychometric properties of the measurement
scales being used by inspecting the reliability, convergent validity, and discriminant
validity of each of the scales. Following the CFA we analyzed the structural model
in order to test the hypothesized relationships between latent constructs by examin-
ing the significance of each structural path coefficient. After deleting 22 samples
due to incomplete responses, our final sample size was 545 respondents.

Data Analyses and Results

We initially assessed the normality of our data, as well as the reliability, convergent
validity, and discriminant validity of each of the scales. Results of our initial assess-
ment of the data showed it to be normal, with each of the measurement scales also
displaying acceptable ranges of reliability, convergent validity, and discriminant
validity over and above their minimum recommended values. In addition, we also
inspected the goodness of fit indices for our measurement and structural models and
found that all measures of fit were also within the acceptable range and above the
minimum recommended values. Finally, to test our study’s hypotheses we exam-
ined the significance of each path coefficient in the structural model.

Key Research Findings and Implications

There are a number of interesting findings of our study, however, due to space con-
siderations we will limit our discussion to the most noteworthy. As hypothesized in
our study, the perceived invasiveness of personalized advertising was found to be an
important negative antecedent to attitude toward personalized advertising. In addi-
tion, as hypothesized, perceived invasiveness displayed a significant negative rela-
tionship with both click-through intentions and purchase intentions, respectively.
Moreover also as hypothesized, perceived usefulness displayed a significant positive
relationship with attitude toward personalized advertising.
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These findings represent extremely important implications for academicians and
practitioners alike. For instance, since perceived invasiveness was negatively related
to attitude toward personalized advertising, it would be advisable for practitioners
to find methods in which to reduce the perceived invasiveness of personalized
advertising in order to improve consumers’ attitudes toward these types of ads.
Moreover, since perceived invasiveness also demonstrated a direct negative rela-
tionship with click-through and purchase intentions in the context of personalized
advertising, this further emphasizes the importance of marketers finding ways to
reduce the perceived invasiveness of personalized advertising, since it may have a
direct impact on these intention variables as well.

Additionally, since perceived usefulness was positively related to attitude, it
would be advisable for marketing practitioners to also find ways to improve the
perceived usefulness of personalized advertisements and emphasize how beneficial
personalized ads can be for consumers, as a way for improving consumers’ attitudes
toward the practice of personalized advertising. One way marketers might be able to
do this is by highlighting the potential benefits of personalized advertisements to
consumers by noting that these ads are more relevant than traditional advertise-
ments since they contain messages that are crafted for and tailored to a specific
consumer and take into account an individual’s information, interests, and prefer-
ences. In addition, practitioners might also be able to improve perceived usefulness
of personalized advertising by emphasizing that personalized ads will help consum-
ers save time since they will not have to search as long to find products of interest.

References available upon request.



Understanding the “Spillover Effect”
of Negative Economic News on Consumers’
Evaluations of Online Advertising

Cuauhtemoc Luna-Nevarez

Introduction

According to a recent CNN national opinion poll, only 25 % of Americans believe
that the economic recession is over (Silverleib 2014). The economic recession, which
officially started in December 2007, has significantly impacted consumers’ behavior.
According to Loechner (2009), “the recession has caused a profound, deep-rooted
change in consumers’ spending habits in favor of a more restrained approach (p. 1).”
Moreover, the economic downturn has forced firms to reformulate their marketing
strategies as a new type of consumer has emerged, one who buys in a “frugal, careful,
conservative, and commonsensical way” (Lindstrom 2008, p. 207).

Adpvertising represents one of the most important marketing activities for a firm.
However, as consumers’ purchasing behaviors continue to adapt to the changing
economic conditions, marketers have started to experience a reduced effectiveness
of their advertising efforts. This phenomenon could be attributed to the negative
sentiment among consumers caused by the effects of recession. Even though this
sentiment about the economy is mainly influenced by the decrease in personal
income, the continuous exposure of consumers to media news about the economy,
may, under certain conditions, exacerbate this negative effect (Goidel and Langley
1995). This poses new challenges for marketers, who must rethink their strategies to
reach consumers not only during recessionary periods, but also in the following
period. Therefore, understanding how the exposure to economic news affects con-
sumers’ evaluations of advertising has become critical to create effective messages
that align with such new attitudes and behaviors.
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Theoretical Background and Hypotheses

With the emergence and rapid expansion of Internet-based technologies, media
websites, blogs, and social media sites have become important mediums to obtain
first-hand information about the economy, politics, and other relevant topics to con-
sumers. Economic news placed on these sites provide consumers with a first impres-
sion and a point of reference about the current state of recession and economic
conditions.

According to the negativity effect, negative information has a greater impact on
impression formation than positive information (Soroka 2006), as the former is per-
ceived to be more diagnostic or valuable for decision making, target categorization,
and attribute evaluation (Ahluwalia 2002). When people are exposed to national
economic information, their responses to negative information are much greater
than their responses to positive information. Although this effect is estimated to
have a short duration, it can be sufficient to form a negative impression on consum-
ers. Thus, consumers may make decisions based on their own “assumed” state of
the economy. In other words, the mere exposure to media economic news can lead
to biased affective and cognitive reactions in consumers (Doms and Morin 2004).

The role of impression formation and the negativity effect has been addressed in
advertising literature (Yi 1990; Ahluwalia et al. 2000; Ahluwalia 2002; Shen and
Chen 2007). For example, in his study about the effects of affective and cognitive
priming in print advertisements, Yi (1990) found that negative framing in ads induces
mood to the extent that product evaluations may be affected. In a more recent study
about the role of contextual priming in advertising, Shen and Chen (2007) found that
the applicability of the contextual attributes of the ad to the advertised brand influ-
ences the attitudes toward the ad and the brand. When such applicability is low,
contextual attributes are likely to have a negative impact on attitudes.

As most advertisements are placed in media contexts such as newspapers, televi-
sion, radio, websites, and social media, there is an expectation that the negativity
effect could also occur prior to the ad exposure. That is, consumers could transfer
the negative or positive valence of economic news on a website to their own evalu-
ation of the online ads on the site by means of a “spillover” effect.

Thus, I hypothesize that:

H,;: Consumers exposed to negative economic news will be more likely to evaluate
the likeability of the ad negatively than consumers exposed to positive economic
news.

H,: Consumers exposed to negative economic news will be more likely to evaluate
the persuasiveness of the ad negatively than consumers exposed to positive eco-
nomic news.

Hj;: Consumers exposed to negative economic news will show a lower intention to
purchase the product than consumers exposed to positive economic news.

Regulatory focus theory states that individuals are distinguishable by pursuing
prevention-focused (i.e., avoiding losses) or promotion-focused (i.e., obtaining
gains) goals (Higgins 1987). Basically, this theory establishes that “individuals with
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a promotion focus regulate their behaviors toward positive outcomes and those with
a prevention focus regulate their behaviors away from negative outcomes” (Aaker
and Lee 2001). According to Zhu and Meyers-Levi (2007), self-regulatory focus
influences the way people process information of the current environment. As their
main goal is to “obtain” gains, promotion-oriented individuals focus on positive
states; thus, they are more likely to think about their environment as favorable.
Conversely, as their goal is to “prevent” losses, prevention-oriented individuals
focus on negative states, which lead them to evaluate their environment as problem-
atic or unfavorable. These perceptual differences about their environment make
individuals engage in more (less) cognitive elaboration depending on their preven-
tion (promotion) focus.

Based on these findings, it could be inferred that people’s exposure to favorable
(optimistic) news about the current economic conditions could increase their posi-
tive evaluation of promotion-oriented ad messages (as such messages align with
their “positively oriented” goals). In the same way, we could also predict that the
exposure of people to unfavorable (pessimistic) news about the current economic
conditions could increase their positive evaluation of prevention-oriented ad mes-
sages (as such messages align with their “negatively oriented” goals).

Therefore, I hypothesize that:

H,: The focus of the ad message moderates the effect of economic news on consumers’
evaluations of online advertisements, such that:

H,,: Positive (negative) economic news will have a more (less) positive effect on
ad likeability when the message of the ad is promotion-focused (prevention-
focused), and

H,,: Positive (negative) economic news will have a more (less) positive effect
on ad persuasion when the message of the ad is promotion-focused
(prevention-focused).

Research Method

One hundred and eighty-eight undergraduate business students participated in the
study. Participants were randomly assigned to one of four conditions in a 2 (eco-
nomic news: positive, negative) x2 (ad focus: promotion vs. prevention) between-
subjects experimental design. First, participants were asked to read an article on a
news media website. The article addressed either positive or negative news about
current economic conditions. Next, participants were asked to scroll down, care-
fully observe a banner ad placed below the article and read the information con-
tained in the ad. The ad was for a novel product not sold in the United States. The
advertised product was selected through a pretest which confirmed that the product
was suitable to convey promotion-focused or prevention-focused benefits and that
respondents were not familiar with the product. The content of the ad was adapted
to each condition by framing the main message (i.e., benefits of the product) as
promotion-focused or prevention-focused.
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After viewing the ad and reading its content, participants were asked to respond
to a questionnaire including measures of ad likeability, ad persuasiveness and pur-
chase intentions, and demographic questions. Additionally, manipulation checks
were used to verify that participants assimilated the promotion and prevention ben-
efits of the product and understood the negative/positive nature of the economic
news in the article.

Results

To test participants’ affective attitudes toward the ad, an Ad Likeability Index was
created by averaging the eight measures of the scale. The results yielded a signifi-
cant main effect of economic news on ad likeability. Participants in the negative
economic news condition scored lower on ad likeability (Myegaive=5.34) than those
in the positive economic news condition [Mpgi.=5.73; F(2,185)=3.07, p<0.05].
These results provide support for hypothesis 1.

To test participants’ cognitive attitudes toward the ad, an Ad Persuasion Index
was created by averaging the eight measures of the scale. The results showed a sig-
nificant main effect of economic news on ad persuasion. Participants in the negative
economic news condition scored lower on ad persuasion (Myegaive =4.54) than those
in the positive economic news condition [Mpqgi.=4.89; F(2,185)=3.47, p<0.05].
These results provide support for hypothesis 2.

Regarding participants’ intention to purchase the product, the results yielded no
significant main effect of economic news [F(2,185)=0.850, p>0.40], suggesting
that purchase intentions did not vary with the type of economic news primes. Thus,
hypothesis 3 is not supported.

As for interaction effects, result showed a significant economic news x ad focus
interaction for both dependent variables: ad likeability [F(2,185)=0.64, p<0.05]
and ad persuasion [F(2,185)=0.19, p<0.05]. Thus, hypotheses 4, and 4, are
supported.

Discussion and Implications

As expected, the results of this experiment demonstrate that economic news have an
impact on consumer perceptions of online advertising. Consumers exposed to positive
economic news showed more positive evaluations of ads than those exposed to nega-
tive economic news. These findings build on previous research showing that positive
(negative) messages placed on ads or on the context of the ad influence positively
(negatively) the consumer decisions after their exposure to such messages (Ahluwalia
2002). Nevertheless, results do not show a significant effect of economic news on
purchase intentions which suggest that other variables could be influencing consum-
ers’ intentions to purchase, possibly personal income or consumer preferences. These
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results are consistent with research on persuasion and personal relevance which states
that people tend to resist the impact of persuasive messages (e.g., economic news on
media) when their relevance is not strong enough to override the impact of more rel-
evant information (e.g., personal economy) to them (Pierro et al. 2004).

Regarding the moderating role of ad regulatory focus, results indicate a signifi-
cant interaction effect between the type of economic news and the ad focus for par-
ticipants’ evaluations of the ads. That is, participants exposed to positive economic
news showed more positive evaluations of the ad when its content was promotion-
focused. Conversely, participants exposed to negative economic news showed more
positive evaluations of the ad when its content was prevention-focused.

This research has important implications for online advertisers. For many com-
panies, advertising during a recessionary period is considered a bad strategy as most
consumers are more skeptical toward consumption and may not respond positively
to the advertising efforts of the firm. According to the results of this study, during
unfavorable economic times, when consumers are greatly exposed to negative eco-
nomic news on media websites, advertisers should design ad messages that empha-
size the “prevention” benefits of their products. On the other hand, promotion-focused
advertisements should be more effective when economic times are more favorable
and news media websites communicate more positive economic information to their
audiences.

References available upon request.
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Branding and Firm Capabilities



Measuring Marketing Efficiency in Mergers
and Acquisitions (M&A): A Data Envelopment
Analysis (DEA) Approach

Mahabubur Rahman and Mary Lambkin

Introduction

Firms engage in horizontal mergers and acquisitions (M&A) to enhance financial
performance through the realization of synergies—cost savings or revenue enhance-
ment. The most fundamental theory that underlies the rationale behind M&A transac-
tions is the resource complementarity theory. Firms engaged in M&A expect to add
complementary resources to their existing asset base and thereby achieving synergy
in various operation aspects of the business which would result in better firm perfor-
mance in the post-merger years. Firm performance is a multidimensional construct
and marketing performance, which is one of the dimensions, has received scant
research attention in the M&A literature. This study sought to address this gap by
investigating post-merger marketing efficiency using data envelopment analysis
(DEA) on a sample of horizontal M&As among US commercial banks.

Financial Performance Following Mergers and Acquisitions

Post-merger financial performance has received extensive attention from several
different disciplines including Accounting, Finance, Management, Economics, and
Industrial Organization (Haleblian et al. 2009). Despite the volume of research and
the variety of the methodologies applied, the evidence is extremely mixed, with a
broad consensus that mergers and acquisitions do not add value (Martynova and
Renneboog 2008).
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Our search uncovered only seven studies of post-merger marketing performance;
of those four used nonfinancial measures, specifically, market share, while three
used financial measures, specifically, sales revenue, cash flow, and share of value
added. Six out of seven focused on only one single dimension of marketing perfor-
mance, either sales revenue or market share, with just one using two measures, and
none using multiple measures. Moreover, all of the studies looked only at marketing
outputs, i.e., sales performance, without taking into account the marketing inputs,
i.e., marketing expenditure.

The objective of this study is to fill this vacuum in the post-merger performance
literature and seeks to answer the following question: What is the impact of domes-
tic horizontal mergers and acquisitions on the marketing efficiency? In simple
terms, marketing efficiency means doing things right. In other words, efficiency
refers to an input—output ratio or comparison (Ostroff and Schmitt 1993). Unlike
previous studies, so as to find an answer to this question, this study takes a holistic
approach and examines the impact of mergers and acquisitions on the marketing
output in relation to the marketing inputs.

Methodology of the Study

Data envelopment analysis (DEA) has grown in popularity as a strong nonparamet-
ric, linear programing tool to measure efficiency of decision making units (DMUs)
within a given population (Emrouznejad et al. 2008; Cook and Seiford 2009). This
overcomes one of the major weaknesses of regression which is that it is unable to
include multiple input and output in analysis (Donthu and Yoo 1998).

The efficacy score of DMUs may be gaged for each time period which makes it
possible to compare the efficiency of DMUs over multiple periods of time (Webb
2003; Asmild et al. 2004). In such cases each DMU in each time period is treated as
if it were a distinct DMU. This DEA technique is known as window analysis
(Fadzlan 2007; Kao and Liu 2014) which this study utilized since the objective of
this research is to compare marketing efficiency between pre-merger and post-
merger years.

Among existing DEA models, two of the most popular and widely used are the
CCR models and BCC models. Charnes et al. (1978) developed the CCR model
which assumes a Constant Returns to Scale (CRS) and Banker et al. (1984) intro-
duced the BCC model which assumes a Variable Returns to Scale (VRS). This
research used both the constant returns to scale (CRS) model and variable returns to
scale (VRS) model to measure marketing efficiency and utilization of both models
allowed us to investigate how pure technical and scale efficiency change over time.

DEA models can be either input-oriented or output-oriented. Whilst an input-
oriented DEA model aims to minimize the use of inputs while maintaining the same
level of outputs, an output-oriented model aims to maximize the level of outputs
given the current level of inputs. Put differently, an output orientation assumes that
DMUs have direct control over the outputs and an input orientation assumes little
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control over the outputs (Harris Ii and Ozgen 2000; Ahn and Min 2014). Given the
fact that banks cannot directly control the saving or borrowing behavior of its clien-
tele, this research adopts an input-oriented model.

Based on studies measuring overall bank performance, this research developed
the following set of input and output variables which are particularly related to bank
marketing activities (Deville 2009; Yang 2009; Paradi and Zhu 2013; Ahn and Le
2014).

Input Variables

* Promotional activities of assets and liabilities products (yearly dollar value of
advertisement expenditure)

* Bank branch network size (yearly dollar value of expenditure spent on bank
branch premises)

Output Variables

o Sales performance of deposit products (yearly dollar value of total deposit)
» Sales performance of loan products (yearly dollar value of total assets)

The efficacy score of DMUs may be gaged for each time period which makes it
possible to compare the efficiency of DMUSs over multiple periods of time (Asmild
et al. 2004). This DEA technique is known as window analysis (Kao and Liu 2014)
which this study utilized since the objective of this research is to compare marketing
efficiency between pre-merger and post-merger years.

The most popular and widely used algorithms are the CCR and BCC models.
The CCR model assumes Constant Returns to Scale (CRS) (Charnes et al. 1978)
and the BCC model assumes Variable Returns to Scale (VRS) (Banker et al. 1984).
This research used both to measure marketing efficiency and this allowed us to
investigate how both technical and scale efficiency change over time.

The sample size for this study was 20 M&A deals drawn from US-based national
commercial banks. The sample size was dictated by the need to obtain detailed data
on both of the companies involved in each deal, which required extensive study of
published records and considerable manual data collection. This sample size is con-
sistent with a number of previous M&A studies, such as Clark and Ofek (1994),
Harris Ii and Ozgen (2000), and Carline et al. (2009). Additionally, this sample size
avoided bias because there is a unanimity among DEA experts that the number of
cases should be at least 2m x s where m x s is the product of the number of inputs and
outputs (Dyson et al. 2001).

Data collection was carried out in two phases. Firstly, all M&A deal-related data
were collected from Thomson One Banker database. Secondly, data pertaining to all
input and output variables on the selected sample firms were collected for the 2
years before and after the merger from COMPUSTAT. Following similar studies,
e.g., Healy et al. (1997), this research utilized a number of criteria to construct a
clean sample to be able to detect a change in marketing efficiency in pre- and post-
merger years. Furthermore, construction of clean sample enhanced the internal
validity of the study.
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Findings of the Study

Descriptive Statistics and Paired-Sample t-Test

As a preliminary investigation of how the values of these input and output variables
changed between the pre- and post-merger years, paired sample t-test was carried
out. Rather than arbitrarily selecting one pre- and post-merger year for detection of
change in values of the input and output variables, the mean of the pre-merger and
post-merger years’ was computed and compared to identify change. Results showed
a statistically significant difference between the pre- and post-merger values for all
variables except for advertising expenditure. The paired sample 7-test demonstrated
that firms engaged in M&A spent more on advertising and branch network follow-
ing the M&A. This increased expenditure also led to improved sales performance of
deposit and loan products in the post-merger period compared to the pre-merger
period.

Marketing Efficiency Scores Under CRS and VRS DEA Models

Our results demonstrated that while the number of efficient and inefficient DMUs
remained fairly consistent over the pre- and post-merger years, we found that the
mean marketing efficiency scores improved slightly post-merger under both CRS
and VRS models. Under the CRS model, the mean marketing efficiency score of the
sampled banks hovered between 0.7494 and 0.7863 in the 2 years leading up to the
merger which rose to 0.8310 in the first year after the acquisition and subsequently
dipped marginally to 0.8200 in the second year after the acquisition. By the same
token, under the VRS model, marketing efficiency of the sample banks registered an
improvement in the post-merger years as compared to the pre-merger years. While
the marketing efficiency score stood at 0.8536 and 0.8788 in the pre-merger years,
sampled banks marketing efficiency score increased to 0.9023 and 0.8836 in the 2
years following the acquisition.

To further investigate whether there was any statistically significant difference
between the pre-merger and post-merger scores, a paired sample 7-test was carried
out. The paired sample #-test demonstrates that the marketing efficiency of the
merging firms improved by 7.52 %, on average, under the CRS model, and by
3.08 % under the VRS model. The difference between the pre- and post-merger
marketing efficiency scores was statistically significant under the CRS model, but
not under the VRS model.

Given the limitations of statistical tests of significance, we calculated the effect
size to further investigate the impact of the merger on post-merger marketing effi-
ciency (Cohen 1965; Olejnik 2000). We used eta squared (4?) to calculate effect
size. Our analysis showed that the eta squared (?) values for the marketing efficiency
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scores under both CRS and VRS model were above 0.14, which suggests that M&A
had a considerable influence on the marketing efficiency on the merged firms.

Conclusion

The marketing performance dimension of the firm’s financial performance con-
struct has received scant attention in the context of M&A. Moreover, the existing
studies employed a single measure, mostly market share or sales revenue, to mea-
sure marketing performance. Marketing performance is a multidimensional con-
struct, however, and measurement of such construct necessitates a holistic view of
all the inputs used and outputs produced. Utilizing Data Envelopment Analysis
(DEA), a powerful tool that can incorporate inputs and outputs, this study found that
firms were able to improve marketing efficiency in the post-merger years. This
improvement in marketing efficiency, even though small, suggests the realization of
some real synergies by the merging firms. Our findings are consistent with improved
marketing performance as measured by sales growth by Ghosh (2001) and with
studies that measured overall efficiency gains post-merger in the banking industry
(e.g., Figueira and Nellis 2009).

References available upon request.



The Moderating Effect of the Market
Orientation Components on the Brand
Orientation-Brand Performance Relationship

Saku Hirvonen and Tommi Laukkanen

Abstract The present study examines whether market orientation moderates the
effect of brand orientation on brand performance. As these two orientations are
argued to build on differing and even conflicting logics, the question of how they
work together for the benefit of the firm is highly relevant. That is, market orienta-
tion emphasizes the importance of identifying and satisfying customer needs to the
fullest (Narver and Slater 1990), whereas brand orientation highlights that the satis-
faction of customer needs should only be pursued when no harm to the brand is
done (Urde 1999). Importantly, we follow Sgrensen (2009), who notes that the dif-
ferent components of market orientation may not be equally relevant for different
firms and that researchers should therefore consider decomposing the market orien-
tation concept into its components. To this end, we draw on the model by Narver
and Slater (1990) and focus on the three key components of market orientation,
namely customer orientation, competitor orientation, and interfunctional coordina-
tion. We hypothesize that (H,) the effect of brand orientation on brand performance
is greater at low levels of customer orientation than at high levels of customer ori-
entation; (H,) the effect of brand orientation on brand performance does not differ
between firms at low levels of competitor orientation and at high levels of competi-
tor orientation; (Hj) the effect of brand orientation on brand performance is greater
at high levels of interfunctional coordination than at low levels of interfunctional
coordination.

We test the hypotheses using an empirical dataset of 498 responses from Finnish
SMEs. We validate the measurement instruments using confirmatory factor analysis.
Next, we test discriminant validity in order to ensure that the research constructs are
distinct from each other (Fornell and Larcker 1981). We then create composite mea-
sures of the moderators and separate the first and fourth quarters of the respondents
based on their mean values, generating three dichotomous moderators with firms
with the lowest and highest levels of customer orientation, competitor orientation,
and interfunctional coordination. Next, in order to ensure that the measure instru-
ments are equivalent across the low and high groups of each moderator, we conduct
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a number of measurement invariance tests (e.g., Byrne 2010; Steenkamp and
Baumgartner 1998). Finally, we use multigroup structural equation modeling to test
the hypotheses.

The results show that the effect of brand orientation on brand performance is
stronger among firms low in customer orientation (#=0.46, p<0.001) than among
firms that are highly customer-oriented ($=0.18, p<0.05). The difference is statisti-
cally significant with Ay*=8.57 (p<0.01). Although ignoring customer needs com-
pletely is neither lucrative nor possible for brand-oriented firms (Urde et al. 2013),
the results allow a conclusion that firms should attempt to strike a balance between
brand orientation and customer orientation so that the latter will not receive exces-
sive attention at the expense of the brand. The results further indicate that competitor
orientation does not moderate the brand orientation—brand performance relationship.
Finally, interestingly, interfunctional coordination does not seem to moderate the
effect of brand orientation on brand performance, as no statistically significant mod-
eration effect is found.

References available upon request.



Market-Focused and Technology-Focused
Strategic Flexibility: Construct, Research
Propositions, and Implications

Yen-Chun Chen and Ya-Hui Lin

Abstract

Over the past decade, the importance of strategic flexibility has received a great
amount of research attention. However, the current conceptualizations and measure-
ments of strategic flexibility are at odds with different scholarly interest. This study
therefore synthesizes extant knowledge on the subject and provides a basis for
future research by classifying strategic flexibility into two dimensions, market-
focused and technology-focused strategic flexibility, depicting a conceptual frame-
work that contains determinants and consequences of the two types of strategic
flexibility and developing research propositions. More specifically, this conceptual
framework suggests that organizational culture (i.e., proactive and responsive mar-
ket orientation), organizational structures (i.e., formalization and centralization),
and organizational coordination (interfunctional coordination and alliance coordi-
nation) play important roles in cultivating market-focused and technology-focused
strategic flexibility of a firm. In addition, the research propositions also demonstrate
the respective impacts of market-focused and technology-focused strategic flexibil-
ity on product innovation outcomes (i.e., product meaningfulness and product new-
ness) and financial performance. Importantly, this study further proposes that
market-focused and technology-focused strategic flexibilities have opposite impacts
on product meaningfulness. Implications of this study are discussed.
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Fear Versus Scare Appeals as Moderators
in Effective Health Messaging

Christopher D. Hopkins, Kevin J. Shanahan, Karen Hood, and Allyn White

Abstract Fear appeals are often engaged in prosocial change marketing campaigns
with the belief that these messages will raise severity and susceptibility beliefs
among consumers. With effective advertising messages, persuasion models from the
marketing literature suggest that if consumers believe the advertising claims, have
positive attitudes toward the advertisements, that will produce both information
seeking and medical care seeking behaviors. However, perceptions of the source or
sponsor of the advertisement may influence consumers’ attitudes and therefore
intentions along the way. This study seeks to examine the role of fear versus scare
appeals and perceived social responsibility of the sponsor in social marketing cam-
paign messages to motivate consumers to seek further information and medical care;
in this study specifically for Type II diabetes.
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Session 2.7
The Validity and Invalidity of
Assessment Alternatives



Exploring Assessments of Active/Experiential
Learning Contexts in Business Courses

Jason Flores and Carol Howard

Abstract

The importance of utilizing active learning methods to enhance students’ skill sets
is reflected in AACSB International’s Standard 13 (2013). The increased emphasis
on active learning approaches has led to many fruitful efforts by marketing educa-
tors to develop methods that utilize such enhanced learning approaches (e.g.,
Camarero et al. 2009; Elam and Spotts 2004; Hart and Mrad 2013; Razzouk et al.
2003). While these and other approaches are critical in the development of active
learning techniques for marketing education the need to assess various factors that
may impact the effectiveness of various active learning techniques and contexts
remains.

The purpose of this study is to explore assessments of various experiential learn-
ing techniques used in marketing strategy courses and nonmarketing business cap-
stone courses wherein marketing is a significant component of the course. In the
capstone courses nonmarketing majors are the group of interest. Two additional
aspects of interest for exploration are the amount of time available to complete
experiential learning assignment(s) and the number of experiential assignments that
are utilized as learning tools.

According to Hamer (2000) and Camarero et al. (2009), instructors should
develop learning environments that encourage active student participation in learn-
ing processes. By doing this instructors provide students the opportunities to apply
theory to actual situations. This is the foundation of active learning but active learn-
ing techniques are not always experiential in nature. Thus, active learning involves
the use of nonexperiential and experiential teaching techniques. Nonexperiential
techniques seek to require that students actively process course content whereas
experiential techniques require that students should be able to process course con-
tent and apply their understanding of the concepts to specific real-world contexts
(Hamer 2000). The experiential learning component of active learning is the focus
of this study.
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The specific experiential learning techniques assessed in this study include mar-
keting plan development, start-up business plan development, and business simula-
tion games. In the marketing strategy courses only one experiential tool (marketing
plan) was utilized and the time frame for completion was either 9 weeks (n=14) or
17 weeks (n=19). In the capstone courses one or two experiential learning tools
were utilized. In one context 17 weeks were available for the one tool course (n=16)
to complete a start-up business plan and in the two tool course one tool was com-
pleted in 5 weeks (business simulation game) and the other in 12 weeks (start-up
business plan) (n=24).

A survey was administered after the completion of each respective experiential
learning tool in all courses. In the marketing strategy courses the results were con-
sistent with previous research in that assessments of the effectiveness as a learning
tool and satisfaction with the learning tool were all positive. What was not consis-
tent with previous research was the finding that there were no significant differences
in the assessment scores when comparing the 9-week course to the 17-week course
assessments.

In the capstone courses the results were mixed pertaining to the effectiveness and
satisfaction with the experiential learning tools. The clear distinction was between
the 17-week course in which students completed only the start-up business plan and
the 17-week course in which students completed the same start-up business plan
over the course of the first 12 weeks and a business simulation game over the course
of the final 5 weeks. In the 17-week course, the students positively evaluated the
effectiveness of the project and satisfaction with the experience in one project only.
In the 17-week course that incorporated the classroom project and a business simu-
lation game the results were notably less positive based on assessments of the tools
individually. Not only were assessments of the start-up business plan less positive,
but the assessments of the business simulation game were negative.

References available upon request.



The Invalidity (And Then Some) of Rank
Correlation for Describing the Accuracy
of Multiple-Choice Question Difficulty
Taxonomies

John R. Dickinson

Abstract

The difficulty of multiple-choice questions is one of their fundamental properties
and that property serves many purposes. With this, the questions in published
multiple-choice question banks accompanying textbooks are often classified into
levels of difficulty. In light of the many purposes difficulty level may serve, the
accuracy of those published classifications is important. Measuring that accuracy is
the function of a recently created system of analyses, the Taxonomy Index (Taxl)
Program (Dickinson 2013). It has been suggested (Bacon 2013), though, that rank
correlation may perform this same function better than TaxI, better to the point of
discounting the latter altogether. The present research demonstrates the invalidity of
rank correlation for this application, the validity of TaxI for this application, and the
numerous beneficial features of the Tax/ Program not available with rank correla-
tion (e.g., Spearman’s rho, Kendall’s tau).

Taxl is the proportion of questions that are correctly classified. Rank correlation
is a measure of strength of association between question classified level and the
ranked percent of students answering the question correctly (i.e., the question’s
empirical difficulty).

Taxonomies typically classify multiple-choice questions into three levels of dif-
ficulty: Easy, Medium, and Hard. In the published classifications no distinction is
made regarding the difficulty of questions within a given level. Fundamentally,
Taxl, too, is not affected by different empirical difficulties of questions in a given
level, while rank correlation is affected by such differences. Rank correlation would
“validate” published classifications on the basis of a property that does not exist in
published classifications. This incommensurateness of the very nature of rank cor-
relation with published taxonomies is sufficient to disqualify it as a measure of
classification accuracy. (Its empirical invalidity, too, is readily demonstrated.) In
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short, rank correlation would not “measure what it is supposed to measure,” a defin-
ing quality of validity.

Otherwise, the TaxI statistic is accompanied by a benchmark (C,,,) indicating the
proportion of questions that would be correctly classified by chance and by a clas-
sification matrix. The latter is a useful diagnostic tool revealing into what specific
difficulty level questions are misclassified. The classification matrix is an ordered
contingency table (Gibbons 1993, Chap. 6). As such, rank order correlation may be
validly applied to it (in contrast to being applied to item-level data), along with a
statistical test (which also does exist with application to item-level data).

Finally, TaxI, as the proportion of questions correctly classified, is a literally
interpretable statistic. Rank correlations are measures of strength of association, not
of classification accuracy. Their formulaic bases have no meaning related to
accuracy.
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The Effect of the Real Number of Options
on the Discrimination of Multiple-Choice
Questions

John R. Dickinson

Abstract

Multiple-choice questions comprise, well, multiple choices. Those choices usually
include the correct answer option plus several incorrect answer options, i.e., distrac-
tors (or foils or misleads). Distractors play an essential role in the effectiveness of
multiple-choice questions. The present research investigates how the inability of
some distractors to attract responses affects the capacity of the question to discrimi-
nate between better and poorer students, i.e., item discrimination, a fundamental
purpose of multiple-choice questions. Dickinson (2013) has shown that for samples
of multiple-choice questions from several question banks, high percentages of dis-
tractors in this way are not effective. Across five question banks accompanying
introductory consumer behavior and retailing textbooks, the percent of sample
questions having at least one distractor attracting no responses ranged from 53.53 to
70.89 %. The percent of questions with at least one distractor attracting 10 % or less
of total responses ranged from 97.02 to 99.16 %.

Analyses here comprise bivariate regression analyses carried out exam by exam.
The dependent variable was the point-biserial correlation between a student’s over-
all exam score (excluding the focal question) and whether or not the student
answered the question correctly. Where percent correct values are normally distrib-
uted, the optimal balance between discrimination and reliability due to the reduc-
tion in the number of observations occurs when the upper and lower 27 % of students
are analyzed (Anastasi 1968, p. 169; Cureton 1957; Guilford 1954, p. 428). This
paradigm was adopted here. Sparse responses were measured in three ways: the
number of distractors attracting (1) zero responses, (2) less than or equal to 5 % of
total responses (the total including correct responses), and (3) less than or equal to
10 % of total responses. Across samples of questions from five published question
banks and the three operationalizations of sparse responses, 15 bivariate regressions
were estimated.
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Distractors with few or no responses are ineffective in distracting students who
do not know the correct answer. Thus, it was anticipated that the regression slope
would be negative; the greater the number of distractors having sparse responses,
the lower the point-biserial correlation. The standardized slope coefficient, of
course, is equal to the Pearson correlation between the two variables. Fourteen of
the 15 slope coefficients were, indeed, negative. Eight of the 15 regressions were
statistically significant (p <0.10), only four were significant at p <0.05. Further, the
r-square values ranged from 0.0003 to 0.0231, averaging 0.0094. All told, in the
question banks investigated, the presence of distractors that do not, in fact, distract
has no appreciable effect on the ability of a question to discriminate between better
and poorer students.

These results may be seem to be positive in the sense that for these questions
banks the discriminating ability of the questions is robust against the presence of
ineffective distractors.
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Download and Run: An Investigation
of Consumer Empowerment Through
the Effects of Digital Self-Tracking

Mujde Yuksel and George R. Milne

Abstract Marketing scholars acknowledge the digital age’s unique capacity for
empowering consumers (Day 2011; Labrecque et al. 2013; Ramani and Kumar
2008). Digital self-tracking (DST) opportunities such as mobile phone fitness apps
are among these empowering technologies, enabling consumers to track and control
everything from daily activity and health to productivity and financial records.
Surprisingly, DST has not attracted much scholarly attention, despite its everyday
significance. The present study provides an empirical examination of consumer
empowerment in the context of running apps. Theoretically, this context contributes
to the exploration of digital empowerment in relation to consumers’ self-tracking
behaviors. Findings demonstrate that this form of consumer empowerment is asso-
ciated with increased behavioral intentions toward engaging in running with cogni-
tive evaluations mediating this relationship. Discussed are the theoretical
consequences, practical implications, and the potential for future research.
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Shining Bright Like a Diamond? It Might
Be Rich, But Only in Calories! A Structured
Abstract

Felipe Pantoja, Adilson Borges, Amanda Pruski Yamim, and Patricia Rossi

Introduction

Overweight and obesity rates are increasing all over the world (USDA 2010) and
almost three million people die each year due to its consequences (WHO 2012). In
the USA, for instance, where inexpensive, high-calorie food is ubiquitous (Young
and Nestle 2002) about 154 million people aged over 20 are overweight or obese,
leading to estimated direct and indirect costs of $254 billion (Mozaffarian et al.
2013). It is widely accepted that something must be done to change this reality and
persuade people to switch to a healthier lifestyle (Wansink 2010).

However, changing eating habits is not a simple task. As we know that weight
gain is caused by greater calorie intake than calorie expenditure (Antonuk and
Block 2006), it would be useful to help consumers become more aware of their
calorie intake (e.g., the FDA’s Make Your Calories Count Program). This is even
more important in the unpackaged food domain, as providing nutrition information
is mandatory only for packaged food (NLEA; Pub. L. 101-535/1990; Chandon and
Wansink 2007b).

When they have no nutrition information, consumers usually make inferences
based on internal and external cues (Chandon and Wansink 2007b), such as the
health positioning of the restaurant brand, the perceived healthiness of the food
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(Raghunathan et al. 2006) or the portion size (Wansink and Chandon 2006). Food
styling, the art of creating food images that literally “pop off the page” (Suplee
2008; Fischer et al. 2012), is one way by which companies are attempting to provide
customers with cues that can influence the decision-making process.

Previous research shows that glossy visual effects can influence consumer judg-
ments and perceptions (Gelineau 1981; Coss and Moore 1990; Hampel et al. 2012;
Meert et al. 2014) and, given that some food companies make use of gloss surfaces
to improve the evaluation of their products, our goal is to understand how glossy
surfaces can affect consumers’ calorie estimations.

Our results show that using a glossy cover on a strawberry pie can bias the calo-
rie estimation. However, it is important to note that this pattern of results holds for
women but not for men, indicating that gender moderates the proposed effect. This
finding can be useful to help consumers avoid common food consumption pitfalls,
which can in turn help weight management.

Theoretical Background

The Glossy Effect

According to the Newspaper Association of America, 65 % of American consumers
prefer glossy paper (Meert et al. 2014). In addition, Gelineau (1981) argues that a
color is preferred when is accompanied by a glossy finish. Furthermore, a recent
study by Hampel et al. (2012) investigates the effects of glossy paper on the evalu-
ation of printed ads.

Their results show that this type of paper positively influences consumer attitudes
toward the ad itself and the brand, increasing the willingness to buy and intention to
engage in word-of-mouth promotion. Meert et al. (2014) suggest that this preference
for glossy surfaces has existed since prehistoric times and has been kept alive through
evolution. Drawing on evolutionary psychology, these authors claim that this prefer-
ence for glossy surfaces stems from the innate need for water. This notion is in line
with the previous research (Coss and Moore 1990; Coss et al. 2003) suggesting that
glossy surfaces increase mouthing activities in infants and toddlers (Coss et al. 2003)
and are better evaluated than the matt surfaces (Coss and Moore 1990).

The Role of Gender on Eating Habits

Research has established that people may use either heuristic or systematic process-
ing to make judgments (Chaiken 1980; Chaiken and Maheswaran 1994). What
determines this dominance is the level of involvement with the context or task.
These authors propose that, when people are involved with a task, they are much
more inclined to engage in detailed, effortful processing (systematic). On the other
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hand, individuals who are less involved are more likely to pursue an information
processing strategy that is relatively less demanding and entails a lower level of
elaboration, relying on the use of heuristics to make their judgment.

When we talk about food consumption, men and women differ to some extent
concerning their level of involvement. For instance, Bates et al. (2009) suggest that
females are generally more concerned than males about their weight and physical
appearance. In addition, the author demonstrates that females are more dissatisfied
with their body and perceive their body shape as being less ideal when compared to
men (Conner et al. 2004). These findings can provide important insights about gen-
der differences in terms of goals and behaviors, particularly when it comes to food
consumption.

Considering the context of nutritional information as an example, Loureiro et al.
(2012) demonstrate that nutritional labels have greater influence on women’s behav-
ior than on men. They argue that women who declare that they use nutritional labels
have 1.49 % lower body mass index than women who declare that do not make use of
such information. It is noteworthy that this difference is only about 0.12 % for men.

In addition, some studies corroborate the idea that food choice is an area in which
consistent behavioral differences can be observed (Li et al. 2000; Beer-Borst et al.
2000, Liebman et al. 2001). Steptoe et al. (1995) also note that there are significant
across-gender differences concerning health and weight-control motives for food
choices and their main results show that women usually report higher levels of these
motivations than men. Furthermore, Wardle et al. (2004), in a study involving sam-
ples from 23 different countries, show that women attach more importance to
healthy food consumption, tending to avoid high-fat food, eat more fruit and fiber
and less salt than men. Males eat fewer fruit and vegetables, choose fewer high-fiber
foods, eat fewer low-fat foods, and consume more soft drinks than do women
(Wardle et al. 2004).

Finally, taking into account the fact that men and women have different levels of
involvement with the food consumption context, they might use different strategies
to process visual food cues. Drawing on the fact that consumers make inferences
about food based on internal and external cues (Chandon and Wansink 2007b) and
that past research shows that women (vs. men) both evaluate better glossy (vs. matt)
surfaces (Coss and Moore 1990) and are more often concerned about their calorie
intake (Bates et al. 2009; Conner et al. 2004), we can expect that females will be
more sensitive to a glossy surface, which would lead women to perceive a food item
with more calories when the picture of this food item is depicted in a glossy
surface.

Methodology

We recruited 102 participants (56 % female; Mage =28.7, SD=28.1) via Mechanical
Turk (MTurk). First of all, we detected the multivariate outliers using the
Mahalanobis distance (Hair et al. 2009) taking out participants with p<0.001. In
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total we excluded five participants from the further analysis, resulting in a final
sample of 97 participants.

The study uses a single-factor experimental design with two conditions. Based
on previous research (Coss and Moore 1990; Coss et al. 2003; Meert et al. 2014), it
used glossy (vs. nonglossy) surface finishes on a strawberry pie as the manipulation
and the subjects were randomly assigned to one of the conditions.

In line with the previous research (Labrecque and Milne 2012), we controlled for
saturation and luminosity of pictures, maintaining these levels equal across condi-
tions. Finally, we measured participants perception of the pie’s level of glossiness
(“The pie has a glossy finish,” “The strawberries are glossy”; 1 =Not at all; 7= Very)
as manipulation checks. The main dependent variables are calorie estimation, mea-
sured as an open-ended question, and purchase intention, measured on a three-item
scale (¢=0.96, purchase, try, and buy the pie; 1 ="Totally disagree; 7="Totally agree)
(Herbst et al. 2012).

Results and Discussion

A 2x2 ANOVA reveals a significant Glossy condition x Gender interaction. The
results show that gender moderates the effect of the glossy manipulation on the
calorie estimation [F(6.90)=5.12, p<0.05], using age, income, and diet restriction
as covariates (all nonsignificant).

However, it is noteworthy that there were significant differences between the
glossy conditions only at one level of the moderator. In particular, we find no signifi-
cant differences in men’s evaluation of the pie (Mnon-glossy=365.89;
Mglossy =329.20, p>0.51). In contrast, females evaluated the pie as having many
more calories in the glossy condition (Mnon-glossy=282.14; Mglossy=431.25,
p<0.01).

Results from this study provide initial evidence for the effect of glossy surfaces
on food calorie estimation. Based on this finding, there is an indication that glossy
surfaces can lead to higher calorie estimation by females in a food domain. It is also
important to note that there is no significant result for males.

Limitations and Future Research

The present study has some limitations that are also opportunities for future research.
First, we cannot guarantee that the effect holds for other food products categories.
We used a strawberry pie, which may be considered as a relatively unhealthy prod-
uct, even if it contains fruit (healthy) in its composition. Future research might
explore how the glossy effect works for healthy vs. unhealthy products.
Additionally, as we added a glossy surface to a real product (strawberry pie),
although in our manipulation check measures the glossy pie was perceived as being
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much more glossy than the nonglossy one, it is not clear whether the effects that we
obtained were only due to the glossy effect or if the consumers interpreted the
glossy finish as an extra-topping to the product, which can also drive consumer
perceptions (Jiang and Lei 2014). Future studies can overcome this limitation and
try to isolate the glossy effect.

Finally, this study did not test the underlying mechanisms for the proposed effect
of glossy surfaces on women calorie overestimation. Future research can also
address this question.

References available upon request.



Can’t Touch This: Haptic Cues and Their
Personality

Nina Krey, Joanne M. Tran and Julie Moulard

Abstract

For centuries, humans have been engaging their senses when assessing their sur-
roundings. As consumers, haptic feel, visual cues, audio tunes, and other sensory
aspects affect our perceptions and attitudes toward brands and purchasing behav-
iors. The sensory marketing literature argues that touch is the most influential sense
of all sensory cues. However, scant research in the sensory marketing literature
addresses haptic cues and how these cues affect brand attributes, such as brand per-
sonality. Therefore, this conceptual paper proposes a model of haptic cues and
brand personality that identifies which haptic cue associates most with a brand per-
sonality dimension. In addition, need-for-touch is suggested as a moderator between
the aforementioned relationships. While we cannot always touch products or may
not have a high need for touch, determining which haptic cue relates most with a
certain brand personality dimension provide much contribution to the sensory mar-
keting and branding literature in determining sensory signatures for brands.
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The Role of Country of Origin on Purchase
Behavior of Luxury Brands: A Conceptual
Framework from India

Varsha Jain and Don Schultz

Abstract The Indian luxury market is projected to grow by 25 % yearly from 2013
until 2015 (ASSOCHAM 2013) but it is a market that is proving elusive for foreign
brands to understand. Building on previous research, the current study investigates
the role of country of origin (COO) on the luxury purchase behavior of Indian
consumers.

Indian consumers have shifted their luxury product focus from elegance, value,
and esthetics of the products (Jain et al. 2012) to the product/brand’s dimensions.
We show that COO is an important element in that mix. Country image (CI) and cue
utilization frameworks were used to understand the context and role of COO in
luxury purchase behavior in India. Cue utilization theory focuses on such cues as
intrinsic (product traits) and extrinsic (COO) that consumers consider while assess-
ing the products (Olson 1972). These cues affect the mindset of the consumers since
they are key stimuli in the consumer’s decision making process (Keegan 1992).
Previous luxury product research has been conducted in developed countries, thus,
the literature provides little information about the emerging nations.

This exploratory research was undertaken by two studies. The first consisted of
16 focus groups conducted among 160 respondents from leading cities in India
(Mumbai, Delhi, Bangalore and Pune). The results of this study were validated by
conducting focused group discussions (FGD) with 10 industry experts of luxury
brands. The second study had four stages: interviews with luxury brand managers
(15 respondents), retail managers (10 respondents), consumers (50 respondents),
and structured observation (100 respondents in 20 luxury stores). Interviews were
also used to verify the data.

It was found that COO plays different roles at different stages of the purchase
cycle from exploration, comparison, evaluation, and actual purchase of luxury
products. Consumers explore the COO information via website and other virtual
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platforms; they compare the brands on the basis of COO and its associated dimen-
sions such as quality, creativity, and characteristics. They also evaluate the products
on the basis of COO but they do not make final purchase on that element along.
They also use views of identity, satisfaction, and pleasure which become more
important than COQ. Additionally, the role of COO is also moderated by friends
and digital media, as consumers extensively use virtual platforms to capture the
information and undertake live discussions with their friends on social media.

References available upon request.
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Education Fever: Exploring Private Education
Consumption Motivations Among Korean
Parents of Preschool Children

Hongjoo Woo and Nancy N. Hodges

Introduction

Parental investment in education is a common phenomenon in many countries, but
in South Korea this investment could be considered exceptional. Researchers have
described Koreans’ enthusiasm for education as education fever, or “the national
obsession with the attainment of education” (Seth 2002, p. 9). In Korea, household
expenditures on education occur primarily for private education services, marketed
by private companies rather than public/private preschools, which include a variety
of educational programs, such as English, art, and sports academies, as well as read-
ing, math, and writing tutoring (Korea National Statistics Office 2012). Today about
50 % of children in Korea under the age of six participate in one or more private
education program and 49 % of Korean preschool parents said that they have faced
financial burdens to support such participation (Shin 2014).

What drives this enthusiastic consumption related to the education of children in
Korea? In light of the success of Korean students in international competitions (e.g.,
OECD Programme for International Student Assessment), some researchers have
tried to explain Korea’s education fever but such questions have yet to be suffi-
ciently addressed. In addition, although the Korean government and international
research institutions (e.g., OECD) have investigated the phenomenon through large-
scale survey studies, studies that explore in depth what children’s private education
means to Korean parents in the context of Korean culture are very limited. Thus, the
purpose of this study is to explore what the consumption of private education means
to Korean parents and to identify factors motivating their consumption behaviors.
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Background

Although studies on the topic are limited, a few researchers have investigated
Korean parents’ consumption of private education for their children. For example,
Kim (2008) found that Korean mothers’ consumption of private education was
driven by peer pressure, as many felt forced to comply with the trend in investing in
education in order to avoid social isolation. From a sociocultural perspective, Lee
(2006) looked at Korea’s historical social class system, much like the Indian caste
system, wherein only children from the highest classes were able to go to school.
The middle and lower classes were not allowed access to education and, in turn,
social mobility, therefore education was something aspired for them (Lee 2006).
Sorenson (1994) added that even in modern Korea, a social hierarchy based on
assets such as education, occupation, and wealth still exists. Because the current
hierarchy allows social mobility through educational achievement, Sorenson (1994)
posited that education in Korea represents the parents’ dream for upward social
mobility. Kim and Lee (2004) found that household resources, such as the number
of children and financial resources are related to the consumption of private educa-
tion. Findings of the current study are considered in light of what has been revealed
thus far on the topic.

Methodology

Two primary objectives guided this study: (1) to identify why private education for
preschool aged children is important to Korean parents, and (2) to explore the role
of personal and social factors in the pursuit of this education. Because of the limited
literature, a qualitative research design was deemed necessary. With IRB approval,
four focus group interviews were conducted in Korea with 23 Korean mothers of
preschool aged children, lasting 1-2 h each, with one of the researchers, a native
Korean, as a moderator. Focus groups are effective in identifying group norms about
a specific agenda, which in the present study is private education (Kitzinger 1999).
This study focused on preschool because the Korean private education market has
expanded to target preschool children, yet this focus has received less attention than
school-age students. Mothers were selected because they are the primary decision
makers regarding children’s education within Korean culture (Kim 2008). Mothers
were recruited from different towns around Seoul to represent different income and
education levels (Kim and Lee 2004). Participants were between the ages of 26—45.
Total monthly expenses for private education ranged from US$40-500. Types of
private education being consumed varied, from home-visit tutoring, Korean,
English, math, piano, to swimming, Taekwondo, ballet, and art. Questions included
“why did you choose private education programs?” and “what do you hope your
child will gain from these programs?” Focus groups were audio-recorded and tran-
scribed verbatim and then translated to English by the Korean researcher. Following
Spiggle’s (1994) procedure for qualitative data analysis, a thematic analysis was
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conducted by both researchers, wherein patterns in the data were identified and
compared based on similarities and differences in an iterative manner. Two catego-
ries were used to organize the five themes that emerged from data: social factors
(Complying with Social Norms, Seeking Social Status, and Dissatisfaction with
Social Services), and personal factors (My Own Childhood and My Household).

Results and Discussion
Complying with Social Norms

Participant responses indicated that investing in their children’s private education is
an expectation in Korea, and mothers feel anxiety about the idea of not conforming.
Across the groups, the primary reason why they chose private education was mark-
edly similar: “because it is natural” or “everybody is doing it.” The primary infor-
mation source about private education options were the same individuals who fueled
mothers’ anxieties about not conforming to the “trends”: other mothers.

Pressure keeps coming. There’s a group of moms who already go to the middle, even high
school fairs, they tell the stories to others. When I hear about that, I just let out a big sigh. I
recognize it’s wrong sometimes, but I'm just the one who belongs to this society. So we
don’t have any choice other than living inside the system...adapting.

Group 2, comprised from one of the highest income level areas in Seoul, even
talked about a restricted online community, where only the mothers from the area
were able to share information about private education programs. One of the partici-
pants said that she was “kicked out” of this online community because of inactive
posting. Clearly, the mothers ostracize those who do not adhere to the norms of this
social group, specifically established to share information about private education.
Such social pressures correspond to Kim (2008), who found that peer pressure from
other mothers primarily drives Korean parents’ education fever. Ajen and Fishbein
(1973) theorized that individuals behave based on their normative beliefs (espe-
cially what their reference groups expect) and are motivated to comply with those
norms (Ajen and Fishbein 1973). This tendency can be particularly strong in col-
lectivistic cultures such as Korea, wherein emphasis is on the “group” rather than
the “individual” (Hofstede 2001). For participants in our study, other mothers are a
specific reference group operating within Korean society at large, which further
emphasizes adhering to norms about education.

Seeking Social Status

Participants perceived education as the primary means of social mobility in Korea.
The mothers described education as “an opportunity,” for “broadening choices,” and
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indicated that “which school they graduate from,” “what kind of job they have,” and
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“what kind of education they received” would be the determinants of the child’s
ultimate social status. Mothers believed that their investment in private education
will move their children up to higher social strata. They also believed that the power
of the social network based on school connections is strong in Korean society and
therefore parents need to help their children compete, which will enable them to
move up the social ladder. As one of the mothers stated,

Although the things like school connections and social hierarchy by education have been
blurred a lot, still that (education) is our last bastion... education is the only way (for social
mobility).

Similar to Lee (2006) and Sorenson’s (1994) findings, such data suggest that
Korea’s education fever is based on the belief shared by the middle and lower classes
that education is the only means of social mobility available to them within Korean
society.

Dissatisfaction with Social Services

Participants also pointed out the lack of day care systems available within the public
preschools, which forces them to depend on private education services. Mothers
agreed that one reason for choosing private education is simply because “we cannot
just leave children at home on their own,” and “to kill the time in a productive way
until parents come back home.” This finding, which has not been discussed in litera-
ture, suggests a cultural shift in household roles/responsibilities due to the growing
number of working mothers in Korea. This has bearing on understanding what
drives Korean mothers to consume private education for their children.

My Own Childhood

Participants talked about how their own childhood influenced their motivations for
the consumption of private education services for their children. Overall, this
occurred in two ways: (1) mothers who did not receive enough private education
sought to provide more educational opportunities for their children, and (2) mothers
who did and are tired of private education sought to avoid forcing too much of it on
their children. As two mothers of each case described,

When my daughter said she doesn’t want to go to academies, I told her, “You know what?
Mom really wanted to go there (but I couldn’t). I can’t understand you.” I'm from a very
small town. We were too busy surviving, private education was over the line for our
family.

I had so many tutors. One day, the teacher was coming and I didn’t finish the homework.
So I asked my grandma to give me the answer sheet, and I copied them all. I think I was
obsessed with something. This is what makes me think I’m not going to do the same thing
for my kid.
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Clearly, past experience with their own private education or lack thereof made
these mothers reflect upon their decisions with respect to their children. As Belk
(1988) posited, individuals tend to perceive a spouse or children as part of the
extended self, therefore they can achieve self-satisfaction through vicarious con-
sumption. In a similar vein, the mothers in the present study who regretted their own
lack of education tended to focus more on their children’s private education and
were pleased to see their children doing what they could not.

My Household

Another aspect that participants addressed was the role of household factors, such
as the total number of children and financial resources of the household. For exam-
ple, mothers with two children suggested that they become less enthusiastic about
education for younger child because they already spent so much time, money, and
energy on the older one. Likewise, mothers with three children said they have no
choice than to invest less into each child’s private education, due to the financial
restrictions of the household. Similar to Kim and Lee’s (2004) study, these findings
suggest a relationship between number of children and decisions about private
education.

Conclusions and Implications

Results of this study revealed several factors important to Korean mothers when
making consumption decisions regarding private education for their children. Social
norms and the social mobility that potentially comes from education are important
social factors. Experiences from the mothers’ own childhood as well as household
resources were the key personal factors motivating the mothers to spend on private
education. The country’s collectivistic culture exhibited by strong social pressure to
conform and a historic importance placed on education within the social hierarchy
clearly have an influence on these mothers’ education-related motives.

Findings of this study contribute to the literature. First, this study applied an in-
depth, qualitative approach and focused on preschool aged children in investigating
parental consumption of children’s private education in Korea, which are limited in
the literature. This study also revealed as yet discovered factors operating in the
consumer decision-making process, such as the lack of public day care offerings as
well as what Korean mothers are looking for from private education services for
their preschool aged children (e.g., prestige, social connections, diversity in pro-
grams, etc.). Understanding such needs can be useful in designing educational prod-
ucts targeting Koreans, for example, appealing to social norms through
word-of-mouth marketing would be an effective strategy.

References available upon request.



A Reexamination of Cultural-Based Effects
on Judgment: The Impacts of Consumer
Involvement and Product Involvement

Guohua Wu, Xin Liu, and Jing Hu

Abstract

The study examined the moderating role of consumer and product involvements on
product evaluation in a cross-cultural context. A 2 (product involvement: low vs.
high) x2 (time pressure, low vs. high) x2 (self-construal: independent, interdepen-
dent) between-subjects design was used to test the hypotheses. One hundred and
ninety-eight subjects participated the study. Results supported a significant interac-
tion effect between self-construal and product involvements. When product involve-
ment levels change from low to high, the increased level of elaboration magnifies
the cultural impact on interdependent, but no such effect was observed among
independents.
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The Effect of Acculturation on Consumer
Disidentification and Consumption Behavior
Among Cuban and Puerto Rican Immigrants
in the US

Sigal Segev, Aviv Shoham, and Yossi Gavish

Introduction

Immigration and ethnic diversification have been a defining characteristic of many
Western, industrialized countries since the second half of the twentieth century.
Immigrants often struggle between maintaining their original identity and commit-
ment to their new nation-state (Verkuyten and Yildiz 2007). Identification conflicts
at the individual level are often translated into consumers’ positive or negative senti-
ments, which emerge in their consumption behavior (Klein et al. 1998; LeClerc and
Schmitt 1994; Sharma et al. 1995). Recently, the concept of consumer disidentifica-
tion (CDI) has been introduced and validated (Josiassen 2011). CDI stems from
national disidentification and entails consumers’ active rejection of and distancing
from the perceived typical domestic consumer and is argued to have a significant
impact on consumers’ buying decisions (Josiassen 2011).

While immigrants initially arrive in the new country (host country) with a strong
sense of identity as members of their country of origin, the process of acculturation
may shift their self-identity and group belongingness (Berry 1997). These cultural
changes are also likely to influence how individuals experience their host market-
place, their perceptions and tendencies and, ultimately, their consumption behaviors.
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This study explores how acculturation and ethnic identification affect the extent of
immigrants’ affinity, identification and disidentification with their host nation and
how it influences CDI. We also explore how CDI affects consumers’ predispositions
toward domestic products (i.e., product quality judgments and willingness to buy).
Tested among US, Puerto Ricans and Cubans, this study provides theoretical and
managerial implications.

Theoretical Background and Hypotheses

Acculturation entails immigrants’ acquisition of host-culture traits and identity
(Laroche et al. 1998). It is viewed as the process of moving toward the host culture
(Berry 1997) and is manifested at all levels of individuals’ functioning: cognitive,
behavioral, and affective (Cuéllar et al. 1995). Identification with the host nation
and feelings of belonging are considered to be one of the outcomes of the integra-
tion and social adaptation process (Fokkema and De Haas 2011). In this context,
national identification is a self-concept that derives from individuals’ acknowledg-
ment of their membership in a social group, as well as the value and emotional
significance attached to that membership (Tajfel 1981). In contrast, national dis-
identification represents individuals’ reactive and oppositional positions toward the
country in which they live (Ogbu 1993; Portes and Zhou 1993). Studies show that
acculturation markers such as interacting with members of the host culture (e.g.,
Martinovic et al. 2009), using the host country’s language, learning its customs
(e.g., Nesdale 2002; Van Tubergen and Kalmijn 2009), and the time spent in the
host country all exert a positive influence on immigrants’ identification with the host
nation. Similarly, acculturation is likely to have a positive effect on immigrants’
affinity with the host country, defined as the liking for and attachment to a specific
country based on direct personal experience and/or normative exposure (Oberecker
et al. 2008). Given that acculturation entails continuous contact with, exposure to,
and finally, adaptation to the host culture, it is likely that this process will have a
positive association with affinity with the host nation. Therefore, we posit that:

Hla: Acculturation is positively associated with identification with the host nation.

Hl1b: Acculturation is negatively associated with disidentification with the host
nation.

Hlc: Acculturation is positively associated with affinity with the host nation.

Ethnic identification is conceptualized in this study as the extent of retention of
one’s culture of origin (Laroche et al. 1998), evidenced in the attitudes, values, and
behaviors of the culture of origin. The strength of ethnic identification is viewed as
the extent of commitment that individuals have to the norms and values of a given
ethnic group (Hirschman 1981), as well as their sense of belonging and pride
(Phinney 1990). Researchers argue that a negative association is likely to exist
between ethnic identification and identification with the host nation (Verkuyten and
Yildiz 2007). A cluster analysis of immigrants shows that individuals with strong
ethnic identity exhibit weak national identity (Berry et al. 2006). In addition, the
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social identity theory proposes that the stronger the individuals’ identification with
their group, the more bias they develop in favor of their group, usually at the expense
of outgroups (Tajfel and Turner 1986). Therefore, we also expect ethnic identifica-
tion to be negatively associated with affinity with the host country and its people.
Thus, we posit that:

H2a: Ethnic identification is negatively associated with identification with the host
nation.

H2b: Ethnic identification is positively associated with disidentification with the
host nation.

H2c: Ethnic identification is negatively associated with affinity with the host nation.

Country-induced biases may also have implications for consumer behavior. For
example, the image people have about their country affects how they feel about the
country’s products (Masheswaran 1994; Verlegh and Steenkamp 1999). Consumer
ethnocentrism—‘beliefs held by consumers about the appropriateness and...moral-
ity of purchasing foreign-made products” (Shimp and Sharma 1987, p. 280)—is
another consumer phenomenon that originates from country bias and is driven by
people’s views of their country as right and superior (Sumner 1906). Finally, con-
sumers may reject products because of a history of tension, anger or conflict between
their own country and those products’ country of origin. These negative sentiments
form the basis for the consumer animosity construct (Klein et al. 1998). In a similar
vein, CDI originates from the construct of national disidentification and has impli-
cations for consumer behaviors (Josiassen 2011). Consumers with high levels of
CDI do not identify with consumers in the country in which they live and categorize
themselves as different from the majority group (Josiassen 2011). Like animosity,
ethnocentrism and COO, CDI is driven by biases against the country from which a
product or a business originates or against its domestic consumers. Moreover, by its
very definition, CDI arises directly from individuals’ disidentification with their
host country, so aspects of the relationship between the individual and his/her
national category are translated into a consumer disconnect (Josiassen 2011).
Therefore, we posit that:

H3a: Identification with the host country is negatively associated with CDI.
H3b: Disidentification with the host country is positively associated with CDI.
H3c: Affinity with the host country is negatively associated with CDI.

Research shows that consumers’ ethnocentrism and animosity influence their
willingness to buy domestic products regardless of the product’s quality or value
(e.g., Klein et al. 2006; Sharma et al. 1995; Watson and Wright 2000).
Disidentification with the national group also affects consumers’ willingness to pur-
chase products produced either in their host country or by firms in the host country
(Josiassen 2011). A study of immigrant consumers’ disidentification with the
Netherlands shows that CDI has a direct negative effect on judgments about Dutch
products and the willingness to buy them. Therefore, we hypothesize that:

H4a: CDI is negatively associated with judgments about the host country’s
products.
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H4b: CDI is negatively associated with the willingness to buy the host country’s
products.

Studies confirm that country of origin image is an external cue on which con-
sumers evaluate products from that country (Nguyen et al. 2008; Shin 2001). These
studies establish a direct relationship between judgments about the quality of the
products from their country of origin and their purchase of foreign products (Cheah
and Phau 2006; Taewon and Ik-Whan 2002). Similarly, Zafar et al. (2013) demon-
strated a positive link between judgments about foreign products and purchase
behavior. Therefore, we posit that:

HS: Judgments about the products of the host country are positively associated with
the willingness to buy these products.

Methodology

A convenience sample of 555 adult respondents originally from Puerto Rico
(N=207) and Cuba (N=348) constituted the sample. After Mexicans, these groups
are the second and third largest Hispanic groups in the US (US Census 2010). The
participants’ average age in the Cuban sample was 37.05 (SD=15.00) and in the
Puerto Rican sample 34.61 (SD=14.34). The samples included slightly more
females (Cuba=57 %; Puerto Rico=54 %) than males. Data were collected from a
self-administered survey with variables measured through previously validated
5-point Likert type scales with anchors of (1) “strongly disagree” and (5) “strongly
agree.” Surveys were available in English and Spanish. Acculturation was measured
with Laroche et al.’s (2007) 3-item scale (acypa=0.84; @pyerto rico =0-85). Ethnic iden-
tification was measured by Laroche et al.’s (2007) 6-item scale (acup.=0.86; dpuerto
rico=0.91). Identification with the host country was measured by Verlegh’s (2007)
4-item scale (Acupa=0.83; Apyero rico=0.87). Disidentification with the host country
was measured by Verkuyten and Yildiz’s (2007) 5-item scale (tcup.a=0.78; dpuerto
rRico="91). Affinity with the host country was measured by a 14-item scale extracted
from Oberecker et al. (2008) (acupa=0.86; dpyerto rico=0.93). CDI was measured by
Josiassen’s (2011) 6-item scale (Qcua=0.73; @pyerto rico=0.85). Judgments about
products were measured by Shoham et al.’s (2006) 6-item scale (cu.=0.78; dpuerto
rico=0.85), as was the willingness to buy them (¢, ,=0.61; pyero rico=0.74).
Demographic data were collected as well.

Results and Discussion

Two measurement models were created to reflect the Cuban and the Puerto Rican
samples. Both models showed acceptable fit measures (Cuba: y%439,=917, p<0.01,
TLI=0.88, CFI=0.90, IFI=0.90, RMSEA=0.065; Puerto Rico: x%40,=917
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p<0.01, TLI=0.88, CF1=0.90, IFI=0.90, RMSEA=0.073). Results show that
acculturation has a positive effect on identification and affinity with the host coun-
try, supporting Hla (Bcupa=0.73; Pruerorico=0-89; p<0.01) and Hlc (Bcu.=0.36;
Pruerorico=0.52; p<0.01). Acculturation has a negative effect on disidentification
with the host country, supporting H1b (Bcu.=—0.46; Ppuernorico=—0.64; p<0.01).
However, the results do not support H2a, as ethnic identification had a positive
effect on identification with the host nation (Bcua=0.12; Bpuerio-rico=0.14 p<0.05).
Ethnic identification positively affected disidentification with the host nation in the
Cuban sample (fcu,=0.19; p<0.01), but not in the Puerto Rican sample (Bpyero.
rico=0.04; p=0.27), partially supporting H2b. No significant relationship was found
between ethnic identification and affinity with the host country, so H2c was rejected.
Identification and affinity with the host country were expected to have a negative
effect on CDI (H3a and H3c, respectively). However, the results did not support
H3a, showing a positive relationship between these variables in the Puerto Rican
sample only (Bpyero-rico=0.15). H3c was partially supported in the Cuban sample
only (Bew.=—0.19). Disidentification with the host country positively affected CDI
in both samples, supporting H3b (fcup.=0.83; Bpuero-rico=0.96; p<0.01). In addition,
CDI was negatively associated with judgments about product quality only in the
Puerto Rican sample, partially supporting H4a (Bpyerio-rico =—0.56; p<0.01). CDI was
negatively associated with the willingness to buy products from the host country,
supporting H4b (Bcupa=—0.39; Ppucrio-rico=—0.66; p<0.01). Finally, product quality
was positively associated with the willingness to buy the host nation’s products in
the Cuban sample only (Bcuw,.=0.37; p<0.01), partially supporting HS5.

The results of this study confirm that disidentification with the host nation is the
basis of CDI and both are distinct constructs as Josiassen (2011) suggested.
Acculturation is the process through which disidentification with the host nation
and the resulting CDI can be reduced. As expected, acculturation contributes to
immigrants’ self-categorization, sense of belonging, liking for, and identification
with the host nation and its people. However, in both samples ethnic identification
demonstrated an inconsistent relationship with identification, disidentification, and
affinity with the host country, implying that in the reality of cultural pluralism,
immigrants can maintain their identification with both their culture of origin and the
host culture (Laroche et al. 1996), with the former not necessarily affecting their
national commitment, sense of belonging to the host nation, or affinity (Parekh
2000). Compared to acculturation, ethnic identification seems to be less powerful in
affecting CDI through host nation disidentification.

In both samples, CDI was negatively related to the willingness to buy US prod-
ucts. However, the effect of the latter based on product judgments showed to be
inconsistent in both samples. These findings imply that immigrant consumers are
realistic in their choices and understanding of the reality of the host market. While
consumers may disidentify with the host consumer and the marketplace, this senti-
ment does not translate into evaluations about product quality (in the Cuban sample)
or the willingness to buy them (in the Puerto Rican sample). Klein et al. (1998)
explain that consumers’ animosity toward a country could affect their willingness to
purchase its products without affecting their product evaluations. Others suggest
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that the way country-induced consumer bias affects the willingness to buy varies
between consumers from advanced, developed countries and those from less devel-
oped countries who tend to view products from their countries of origin as lower in
quality (e.g., Batra et al. 2000; Wang et al. 2000).

Conclusions and Implications for Theory and Practice

The theoretical contribution of this study is threefold. First, it validates CDI, a rela-
tively new construct, and its importance to consumer behavior in ethnically diverse
markets. Addressing the call to expand CDI research and investigate it in other
countries (Josiassen, 2011), this study proposes and tests a model for the anteced-
ents and consumption-related outcomes of CDI among two major immigrant groups
in the US. Second, this study explores the role of acculturation and ethnic identifica-
tion in the mechanism that drives CDI. Third, while previous studies of consumer
country-biases mostly focused on consumers’ animosity toward foreign countries,
this study investigates country-induced biases at the host nation level and includes
the effect of affinity toward the host country as a possible driver of consumer senti-
ments, product evaluation and purchase behavior.

These results have useful implications for marketers in terms of segmentation,
targeting and persuasive message design. Marketers should regard acculturation as
a segmentation tool that may imply more national identification and affinity, making
the emphasis on the fact that the products are made in the USA a positive factor. On
the other hand, for less acculturated individuals, it might be more effective to either
stress cues that are more general such as quality, price, and functionality or to
emphasize cues that are associated with the consumers’ original culture. Identifying
the levels of CDI among immigrant consumers and segmenting them accordingly
also provides opportunities for marketers of foreign products either from the con-
sumer’s country of origin or from other foreign countries. Given the effect of CDI
on the willingness to buy brands from the host country, foreign brands might have
an advantage over domestic brands. Marketers can also position brands as global
rather than associating them with the host nation. Given that consumer culture is
becoming more global (Cleveland and Laroche 2007), positioning a brand as global
(such as Apple or Nike) rather than identifying it with a specific country might be
more appealing to individuals with high levels of CDI.

References available upon request.
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Decoding the Effects of a Product’s Cast
Shadow on Brand Evaluations in Promotional
Contexts: A Structured Abstract

Nazuk Sharma

Introduction

Advertisements commonly employ visual imagery to not only demonstrate the
functional aspects of a product, but also to emphasize its visually pleasing aspects
such as style, look, and appeal. For instance, Apple’s recent launch, iWatch, was
seen advertised at an angle such that it cast a shadow on the white space around it.
Consistent with Apple’s design-centric branding strategy, its adverts portray the
brand as visually esthetic. It is interesting to note that while some brands use the
product’s shadow as a part of the visual imagery, others do not. Research under
visual imagery in advertising has explored changes in product evaluations, attitudes,
affect, emotional appeal, purchase intentions, and information processing (Rossiter
and Percy 1980; Janiszewski 1990; Levy and Perachhio 1992). Surprisingly, how-
ever, the downstream effects of a product’s shadow when present in a brand-oriented
ad frame have yet to be explored. This research attempts to systematically test the
effects of the presence or absence of a product’s shadow on its brand evaluations.
In doing so, it employs experimental design to test the impact of product’s shadow
on the consumer perceived brand image.
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Background

Marketing research suggests that “brand image” (i.e., “consumer perceptions about a
brand, as reflected by brand associations held in consumer memory”—LKeller 2008),
can be fostered through visual imagery. These associations do not need to be product
specific and can be completely independent of the product. They continue to affect
long-term brand perceptions, as well as the consumer—brand relationship (Keller
2008). These associations are defined by a firm from a strategic standpoint such that
they help in fostering a unified brand image in the consumer’s mind. Such a specific,
unified association that forms an umbrella around a firm’s product positioning and
communication strategies is termed as a “brand concept” (Park et al. 1986).

Literature on object shadows in visual arts, cognition, and visual perception and
experimental psychology discusses two types of shadows. An “attached” shadow is
formed when a surface obstructs light falling on itself while a “cast” shadow is formed
when one surface occludes another from the light source (Mamassian et al. 1998). Of
particular interest to this research is the “cast” shadow as it has been demonstrated to
strongly influence perceptions of spatial layout, enhance perceptual saliency of the field
of vision, add depth to an object, and evoke coarse or the more global features in the
visual field of evaluation (Cavanagh and Leclerc 1989; Casati 2004; Mamassian 2004).
It can be inferred that these cast shadows when present in an advertising frame can
influence the evaluation of not just the product, but also the overall brand concept.

Brand concept selection as functional, symbolic, or experiential is a critical fac-
tor in determining a brand’s market position (Park et al. 1986). Where a functional
brand concept is designed to solve consumer problems, an experiential brand con-
cept is designed to stimulate sensory pleasure. There should be a consistency
between the brand concept communicated by the firm through an ad and the brand
image formulated at the consumer end. Given the importance of creating a consis-
tent, psychological brand image, the researcher proposes that the use of product’s
cast shadow in advertising would influence the consumer perceived brand image
differently under a functional and an experiential brand positioning. Specifically, it
is proposed that the presence of a cast shadow would hurt a functional brand con-
cept through inconsistency of gestalts and difficulty in visual processing. On the
other hand, it would facilitate an experiential “brand concept-image management”
through consistency of gestalts and ease of processing (please note that the sym-
bolic dimension of the brand-concept has not been included in this discussion as it
is not conceptually predicted to be affected by the presence or absence of a prod-
uct’s cast shadow based on a comprehensive literature review).

Research Model

Construal theory suggests that a lower level and detailed visual orientation relates to
“feasibility,” “functional” or the “how” aspects whereas a higher level, global, and
an abstract visual construal corresponds to “desirability,” “pleasurable” or the
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“why” aspects (Liberman and Trope 1998). Additionally, the processing fluency
model suggests that advertising exposures that enhance “perceptual fluency” (i.e.,
“the ease with which the physical characteristics of a stimulus are perceived and
identified”’) lead to more favorable attitudes toward the brand (Lee and Labroo
2004). A functional brand concept is focused on problem solving based on its prod-
uct feature details and performance aspects. When cast shadow is present, it typi-
cally touches the object’s surface and diminishes the vividness of the product itself
in that gestalt (Mamassian 2004). Cast shadows also create a visual slowdown and
impede the lower level feature search and recognition (Rensink and Cavanagh
2004). Therefore, in the functional brand’s case, a shadow’s presence would conflict
with the required processing construal (i.e., concrete). Furthermore, the researcher
predicts that the cast shadow would hurt the perceptual fluency (as viewers cannot
easily process the functional details of the product through its image), thereby
diminishing its overall brand evaluation and perceived brand image.

On the other hand, it is important for an experiential brand concept that an indi-
vidual “desires” the product based on sensory stimulation. Visual research states
that shadows are low spatial frequency content which correspond to the coarse
scale, global features of an image. For an experiential brand product, a match
between the abstractness of the brand concept and the presence of product’s cast
shadow (that helps focus on the global/coarse features of the image) would lead to
a higher brand evaluation and perceived image. In addition, the presence of a cast
shadow when slowing down the retinal system, would help reflect on the more
meaningful “why” aspects of this brand concept (Rensink and Cavanagh 2004).
Accordingly, processing fluency would also be enhanced for an experiential brand
product presented with a shadow. Based on the above discussion, it is proposed that
the presence of a shadow would enhance the brand evaluation and perceived brand
image for the same product portraying an experiential brand concept, while it would
lower its evaluation and image when depicting a functional brand concept. In addi-
tion, these effects are qualified by an individual’s Style of Processing (SOP), i.e.,
whether the viewer is more of a verbalizer or a visualizer (higher proposed effects
for visualizers based on the visual emphasis of the study).

Methodology

To test the above propositions, two studies were designed and executed by employ-
ing respondents from a large US based online recruiting platform. Study 1 was
designed to measure the corresponding visual processing construal of a consumer
when evaluating product images with and without shadows through an Implicit
Association Test, IAT (N=144). IAT is considered to be a strong measure of implicit
mental associations in behavioral sciences (Nosek, Greenwald and Banaji 2005).
Visual perception literature states that object shadows are intuitively discounted
when evaluating an image and constitute a subtle visual element (Mamassian 2004).
Therefore, IAT was employed to gage the subliminal associations of shadows in
product images to concrete/abstract visual construals. Study 2 was targeted to
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manipulate the product’s cast shadow and the brand concept using a 2 (Shadow:
Absent/Present)x2 (Brand Concept: Functional/Experiential—manipulated
through verbal claims) experimental design with individual Style of Processing,
SOP (verbalizer/visualizer) as a measured variable (N=268).

The outcome variables of interest for study 1 included response latencies and gen-
eral perceptions regarding product images with shadows. In a 2 (Pairing Order:
Compatible before Incompatible/Incompatible before Compatible)x2 (Target
Attribute Presentation Order: Left/Right) nested design, participants responded to
randomly presented target-concepts, i.e., “abstract” or “concrete.” The images for this
task were adapted from established gestalt completion tests that require visual abstrac-
tion (Trope and Liberman 2010). Using the standard IAT protocol, in the first set of
trials, respondents were asked to perform a quick target-concept discrimination by
using the keys, “e” (left) or “1” (right) (Greenwald et al. 2003). After the first task, they
performed a second attribute discrimination task by quickly sorting product images
randomly presented under the attribute dimensions of “shadow” or “no shadow.”

Following the discrimination tasks, a combined task was performed by partici-
pants, where the target-concept and the attribute tags were presented together. In the
next tasks, the order of the target-concept tags was reversed and participants were
requested to sort the same images using a reversed order. All the images were ran-
domly presented and the response and error latencies were recorded. It was proposed
that response latencies and errors will be lower in compatible conditions (concrete/
no-shadow; abstract/shadow) and higher in the incompatible conditions (concrete/
shadow; abstract/no-shadow). In addition, study 1 measured general consumer per-
ceptions about the advertised product in the presence of shadow (4 item, 7-point
scale—e.g., bad/good, unpleasant/pleasant; a=0.872).

For study 2, the subjects were randomly presented with one of the manipulated con-
ditions (no-shadow/functional, shadow/functional, no-shadow/experiential, and
shadow/experiential) and an internal timer captured the amount of time spent on the ad
(Stimuli—a mini tot stapler). Each respondent was then guided through a series of
response measures from overall ad evaluation to measures of brand evaluation (8 item,
7-point scale—e.g., Bad/Good, Dislike/Like, Low Quality/High Quality; «=0.964) and
perceptions of brand image (12 item, 5-point scale—Not descriptive at all/Extremely
descriptive—e.g., reliable, functional, stimulating, desirable; @=0.931) along with
some standard covariates such as gender, age, and familiarity (Sujan and Bettman 1989;
Keller and Aaker 1992; Ramaseshan and Tsao 2007). The SOP items were adapted from
the classic 22-item scale, with 3 items under each of the verbalizer and visualizer dimen-
sions (Childers et al. 1985). In addition, study 2 also captured some processing fluency
measures (4 item, 7-point scale—e.g., ease of processing claims).

Results

Considering multiple candidate measures used in IAT analyses (median, mean, log,
reciprocal, and D); the D measure was used for final comparison of the relevant IAT
stages based on its robustness to response biases (Nosek et al. 2005). Correcting for
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the number of missed response classifications, a final D value (the equivalent of
effect size—Cohen’s d) was calculated. As predicted, the mean effect size was posi-
tive for the compatible conditions (Mcompaibie=0.1921). On the other hand, the mean
effect size was negative for the incompatible conditions (Micompaivle =—0.0733). A
test of mean difference between compatible and incompatible pairs was statistically
significant [#(140)=0.2655, p <0.05]. Overall, the average effect size came out to be
significant and positive (M;=0.132 corresponds to a small effect size, i.e., d=0.1-
0.2—Cohen, 1992). It is established through this IAT that consumers associate
product images with shadow to an abstract gestalt and product images without them
to a concrete construal. In addition, one sample #-test on shadow perceptions
revealed that the mean difference between positive and negative perceptions was
0.627 [#(138)=6.968, p<0.01]. Hence, there seems to be evidence that the overall
perceptions about products presented with shadows are positive when the respon-
dents were asked explicitly.

For study 2, a 2 (No Shadow/Shadow) x2 (Functional/Experiential) analysis of
variance with individual SOP (higher score indicating more visualizer tendencies)
(along with standard covariates—gender, age, and familiarity), on the overall brand
evaluation index was statistically significant [F(12, 255)=2.582, p=0.003,
n*=0.11]. As proposed, there was a marginally significant main effect of the prod-
uct’s shadow [F(1, 255)=3.849, p=0.051, n2=0.015] qualified by the interaction
effect of the shadow with the individual SOP [F(1, 255)=3.946, p=0.048,
n*=0.015]. In the no-shadow condition, for a one unit increase on the SOP scale
(toward visualizers), a consumer’s brand evaluation went up by 1.235 (f=1.235,
p=0.044). None of the other effects were significant except for that of age and
familiarity (p <0.05). The equivalent analysis on the brand image index also revealed
a significant overall model fit [F(12, 255)=2.795, p=0.001, #*=0.12]. There was a
main effect of the product shadow [F(1, 255)=6.665, p=0.010, n2=0.025], as well
as a significant interaction of this factor with individual SOP [F(1, 255)=7.830,
p=0.006, n*=0.03]. Specifically, as an individual moved away from being a verbal-
izer to more of a visualizer, the brand image improved in the no-shadow condition
($=0.971, p=0.010).

The same analysis on the ease of processing brand claims was also statistically
significant [F(12, 255)=2.241, p=0.011, #*=0.095]. Pairwise comparisons showed
that the ease of processing brand claims was higher in no-shadow condition com-
pared to the shadow condition (M;=0.267, p=0.080, #*=0.012). Post hoc analysis
revealed that specifically under the functional brand concept, the no shadow condi-
tion ad was processed easier than the shadow condition ad (M ;=0.436, p=0.040,
n*=0.017). The mean difference between no shadow and shadow conditions under
the experiential brand concept factor was not statistically significant (p>0.05). A 2
(No-Shadow/Shadow) x 2 (Functional/Experiential) analysis of variance on the time
spent evaluating the ad revealed a marginally significant interaction between shad-
ow’s presence or absence and the brand concept [F(3, 264)=3.621, p=0.058].
Participants in the no-shadow/functional condition spent significantly lower time
viewing the ad than those in the shadow/functional condition (My;=-14.229,
p=0.027). Another contrast between shadow/functional and shadow/experiential
was marginally significant (My;=12.322, p=0.056) suggesting that participants in
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the former condition took more time to evaluate the ad than the ones in the latter
condition. These effects follow to the ease of processing and the visual slowdown
explanations.

Discussion

Overall, the above results provide support that the brand image for a functional
brand product is enhanced in the absence of shadow, especially for a visualizer. This
is corroborated by visual fluency or ease of processing in the functional/no-shadow
condition, as well as the concrete gestalt perspective that focuses on functional
aspects focal to this brand concept. The results did not hold as strongly under the
experiential manipulation (perhaps due to stimuli limitations). However, there is
proof for less time spent in experiential/shadow condition when compared to func-
tional/shadow condition suggesting that processing may be easier when the shadow
is presented in an experiential brand concept. Future research can be built upon the
current limitations as well as to further these findings. Overall, these studies suggest
that even though the general perceptions about products presented with shadows are
positive, it may hurt certain brand concepts (i.e., functional) to use shadows in their
visual promotional contexts.

References available upon request.



The Brand-As-Verb Phenomenon, Our
Genericidal Pastime: Searching for the Truth
Behind Googling, Xeroxing, Fedexing,

and Much More

R. Wixel Barnwell and Kevin J. Shanahan

Introduction

Though much of the marketing literature has focused upon brand names and the
importance of preventing genericization, this perception not only fails to take into
account the value created by brand genericization, but also specifically to address
the value created by the phenomenon known as “brand-as-verb.” This phenomenon
offers not only insight into customer co-creation, but the fundamental premises of
Service Dominant Logic, namely the concept that the category of products tradi-
tionally labeled, “goods,” subsumes into that of services (Vargo and Lusch 2004).

The goal of this manuscript is twofold. First it is to perform an in depth literature
review of the phenomenon referred to as “brand-as-verb” and related issues, such as
ethics and usage. In this context, the brand-as-verb phenomenon occurs when a
brand name not only undergoes genericization, moving from the syntactic category
of adjective to a noun, but transitions even further to become a verb. Examples of
this phenomenon include Xeroxing, Googling, Fedexing, Photoshopping,
Rollerblading, and even Spamming.

In addition to this, the secondary goal of this manuscript is to review this litera-
ture from the perspectives of Service Dominant Logic and one of its underlying
tenants, customer co-creation. These constructs advocate the principle that the firm
can never do more than present a value proposal, for it is the consumer population
that ultimately determines the value. The implications of this will be presented in
the generalized conclusions and future research portions of this manuscript, which
will also include a proposal for further study and a suggestion as to methodology.
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Background

A brand name is more than letters on a page, a package, or a billboard (Gardner and
Levy 1955). If it works well it is a timeless summation of all the aspects, attributes,
values, and benefits that a company hopes a customer attributes to that company’s
products or services (Gardner and Levy 1955; King 1973). Brand names are consid-
ered to be among a firm’s most valuable assets (Kohli and Thakor 1997). Yet ques-
tions abound for scholars and practitioners alike.

What makes a good brand name? How does a brand name gain top of mind rec-
ognition? Does the mind process brand names differently from other words? Why,
if using a brand name as a verb is a bad thing, would Microsoft adopt the slogan,
“Bing It On,” to promote its Bing Search Engine and even acquires the web address,
“www.bingiton.com?”

These are all questions that marketing scholars and marketing practitioners have
confronted in a variety of ways. To pursue answers, some have employed text analy-
sis (i.e., Clankie 2000, 2002; Stvan 2006), consumer surveys (i.e., Chiang 2009),
recall testing (Lowery et al. 2003; Harrison 2013), street signs, linguistic landscape
analysis (i.e., Tufi and Blackwood 2010), and even brain scans (i.e., Gontijo et al.
2002). Considering the vital role that brands play in consumer decision making and
other aspects of the commercial and cultural environment, this attention is well
deserved.

Yet, according to the legal perspective focused upon trademarks, the transition of
a brand name into the cultural lexicon and changing lexical categories is a phenom-
enon to be prevented at all costs. Such a transition will allow competitors and those
in the public at large to adopt and utilize the brand name in ways that the brand’s
owner may not have intended. In fact, the term “genericide” has even been coined
to describe this death of control by the brand’s owner as the brand’s very meaning
is transformed by usage (i.e., Dick 2004; Moore 2003). However, this is far from the
whole story.

Linguistics and Branding

The brand-as-verb phenomenon could be considered a subset of the larger brand
genericization phenomenon described by Clankie (2000, 2002). Four things set
brand names apart from other naming nouns that appear in linguistics (Clankie
2000). These four things are as follows.

— A Clear Point of Origin of the Name (Clankie 2000)

— A Proprietary Status by Which an Entity “Owns” the Name (Clankie 2000)

— Brand Name Creation is Relatively Independent of the Rules of Language
(Clankie 2000)

— Rather than being a Proper Noun, Brand Names are Proper Adjectives (Clankie
2000)
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Though, one might argue that Clankie’s third tenant is flawed in light of the find-
ings of Pinker related to words like Walkman, Pinker’s argument makes the point
that the rules that apply are in fact the rules that apply to names as opposed to nouns
in general. For example, the Miami baseball team is correctly referred to as the
Miami Marlins, even though marlin is the correct plural form for the fish (Pinker
2000).

Recognizing these key differences between brand names and other names and
supported by a text analysis of more than 100 brand names taken from English-
speaking markets and markets in Japan, Clankie proposed a theory of genericization
(Clankie 2000). Under this theory, genericization is not defined as a change of
meaning, but rather a broadening of meaning. This broadening allows for the brand
name to be applied to the entire category, thus all nasal tissues become Kleenex, all
photocopies become Xeroxes, and all undersized swimsuits for men become
Speedos (Clankie 2000).

This theory goes on to identify four characteristics that enable a brand to become
genericized (Clankie 2000). These are as follows.

— The Brand Name is Novel and Not Derivative of Other Terms

— The Brand Name is Shorter than the Term for the Overall Class

— The Brand Name Usage Shifts from Adjective to Noun

— The Brand Name is Clearly Identified with Only a Single Product

Interestingly, Clankie acknowledged another change that in fact undermines the
premise that genericization is only a broadening, rather than changing of meaning.
This change is not to become a verb, but rather a fundamental change of meaning
(Clankie 2000). The cases cited are those of Spam and Oreo, where one becomes
synonymous with unwanted emails and the other becomes a derogatory name for an
African-American who, in the opinion of other African-Americans, reflects too
many characteristics of the Caucasian culture (Clankie 2000). These are identified
as areas for future study.

In addition to recognizing the linguistic aspects of genericization, genericide,
too, has gained the attention of linguists. The role of the public in taking ownership
of brand names and using them will be noted as directly attributing to genericide
(Moore 2003). Dr. Moore of the Department of Anthropology at the University of
Chicago has documented in the journal, Language and Communication, how the
use of brand names in customer-produced viral marketing, where the users them-
selves express their support online, further undermines the strict usage protections
afforded by trademarks, as companies are confronted with the dilemma of prosecut-
ing not only their critics and competitors, but also the customers who love their
brand so much that they literally promote the brand through their own efforts. From
this viewpoint, genericide might be described as death by success. It is the popular-
ity of these brand names that makes them the names of choice for those attempting
to describe the category or service.
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Marketing and Linguistics

Considering that building strong, memorable brands and understanding the dynamics
of doing so are among the most important issues facing both marketing scholars and
practitioners, it is no wonder that marketing scholars have adopted linguistic tools to
analyze brand names and have tried to find characteristics to increase the value of
these names. From linguistically analyzing brand names to making them memorable
(Lowry et al. 2003) to exploring what linguistic characteristics might be capitalized
upon to increase their perceived trustworthiness (Yorkston and Menon 2004) or inter-
national appeal (Usunier and Shaner 2002), marketing scholars have employed meth-
ods and theories from linguistics to exploring the attributes of brand names.

In addition to this, cultivating brands to gain top-of-mind awareness among con-
sumers can be a multibillion-dollar endeavor (Kohli and Tahkor 1997). For exam-
ple, Nestle’s acquisition of the Perrier brand name alone cost $2.5 billion (Kohli and
Tahkor 1997). In this context, top-of-mind awareness refers to being among the first
options considered by a potential customer when thinking about an approaching
purchase decision (O’Guinn et al. 2009). Gaining such awareness is extremely
important, for it serves not only to inform the consumer’s decision, but also increases
the likelihood consumers will chose that option rather than a less familiar option,
even if the less familiar option might offer advantages related to cost or performance
(Bansal et al. 2005).

While these findings support the value that companies place upon the creation,
cultivation and protection of brand names, as in the linguistics literature, this focus
on protection might be called into question. It is only the leading brands with top-
of-mind awareness that face such genericization (Clankie 2002).

Perhaps this might explain Microsoft’s deliberate attempt with the search engine,
Bing, to make it a verb, even though status as a verb would fundamentally under-
mine its trademark protection (Cohen 2009). The motivation for these actions by
Microsoft is even clearer when seen through the context of co-creation (Prahalad
and Ramaswamy 2004) and Service Dominant Logic (Vargo and Lusch 2004).

Co-Creation and Service Dominant Logic

Under the perspective of co-creation, in which a company does not determine a
product’s or brand’s value in a vacuum, but rather that value is arrived at in combi-
nation with the intended consumer (Vargo et al. 2008; Merz et al. 2009). In fact,
according to Service Dominant Logic, a firm can at most propose a potential value
for anything they offer, but only the consumer can determine that value (Vargo et al.
2008).

This perspective is not without controversy. Since Service Dominant Logic was
first proposed in 2004 it has attracted both praise and criticism (Vargo and Lusch
2004). This logic synthesizes a variety of trends and other phenomena in the mar-
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keting literature to propose that in the modern age all products, be they goods or
services, are in fact services (Vargo and Lusch 2004). Vargo and Lusch state that
this is the end result of a progression starting in 1776 with Adams Smith’s Wealth
of Nations (Smith 1776), when a Goods Dominant Logic undervalued the impor-
tance of services and service-related expertise, and thus, in effect, perceived even
services as if they were in fact goods.

The importance of this perspective in the context of the brand-as-verb phenom-
enon is twofold. First, if the brand-as-verb and all genericizations are outgrowths of
brand co-creation, then attempting to prevent such a phenomenon is either futile or
self-destructive. For if such genericization is the outgrowth of co-creation and a
growing feeling of consumer ownership of the brand (Moore 2003) then discourag-
ing it would be akin to telling customers to go away.

Second, if Service Dominant Logic is correct and even goods are in fact service-
delivery systems, thus services themselves, then why has not this phenomenon
reached outside of traditionally defined service firms? For example, while overnight
delivery has become “Fedexing” and photocopying continues to be “Xeroxing,” eat-
ing a burger is not “McDonalding.”

Methodology

Using Amazon Mechanical Turk, a series of qualitative online data collections will
be performed. Subjects will be surveyed as to the brand names they have used as
verbs. In addition to this, qualitative questions will be asked to see how strongly
linked to the brand a branded verb is perceived once the branded verb becomes
synonymous with the category, such as Xeroxing for photocopying.

In addition to this the brand names utilized will include both traditional services
and traditional goods. The age of the subjects and other demographic information
will also be collected in order to gain insight as to how usage of such terms might
vary based upon demographic distinctions.

Once variables are appropriately identified, quantitative methods will be
employed to verify insights pertaining to brand recognition and good/service dis-
tinctions. This information is also likely to be collected online via Amazon
Mechanical Turk or a similar data collection tool.

Future Research

Future research efforts into the brand-as-verb phenomenon and its value might be
best segregated into three areas. These areas are value, circumstances, and policy.
First, there is the question of whether there is more value in diligently protecting
trademarks or in allowing the brand-as-verb transition to occur to establish
top-of-mind awareness in the target market. Such techniques as opened surveys and
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recall testing might serve to shed light on this question. Established scales for pur-
chase intention and recall will be valuable in this regard.

Second, though exciting work has begun in identifying the circumstance in
which a brand transitions lexical categories from an adjective to a noun and thus
becomes genericized for their category, additional work remains to be done into
those brands that make the additional transition into verbs. Further, if this transition
is found to be solely the domain of those brand names traditionally categorized as
services, then this case potentially becomes a persuasive argument against Service
Dominant Logic, which claims such traditional distinctions are false by their nature
in the modern age.

Third, considering that it is the nature of living languages and the words that
compose them to change over time, then trademark law that insists upon the static
categorization of a word becomes an example of the failure of proscriptive grammar
to accurately describe descriptive circumstances. Given that this is the case, legal
research into the precedent of protected properties that change over time could
prove invaluable for creating a more applicable set of regulations that might allow
such lexical changes in categorization without the firm losing complete control of
their brand names.

In each of these cases, there is much work to do, but exciting possibilities abound
for marketing scholars, linguistic scholars, and legal scholars alike. Thus, though a
rose by another name might smell as sweet, would a Fedex by another name be as
punctual?

References available upon request.



How Does Brand Age Influence Consumers’
Attitudes to Firm’s Unethical Behaviors?

Chi Zhang, Saim Kashmiri, and Melissa Cinelli

Abstract

While there is a significant amount of research investigating the impact of firm’s
unethical behaviors on consumers’ attitudes, limited amount examines the effect of
brand age, which is a potential powerful contributor to consumers’ brand evalua-
tions, on consumers’ attitudes to firm’s unethical behaviors. The purpose of this
chapter is to investigate the effect of brand age on consumers’ perceptions of the
brand (e.g., brand personality) and its impact on consumers’ attitudes toward firm’s
unethical behaviors.

The authors test hypotheses with data from 168 participants enrolled on Mturk.
Participants were randomly assigned to 2 (low involvement condition: Ad fraud vs.
high involvement condition: food safety)x?2 (old brand: Since 1952 vs. young
brand: Since 2012) between-subject designs. In order to rule out the consumers’
previous brand experiences, a fictitious food brand was used in the experiment.
Brand personality, brand credibility before and after the negative news, and con-
sumers’ attitudes toward the firm’s unethical behaviors were measured.

The results demonstrate that brand age can influence firm’s brand personality
and brand credibility. Old brand is perceived more sincere and also has higher brand
credibility than young brand. The relationship between brand age and brand credi-
bility is mediated by the perceived sincerity of a brand. Moreover, the effect of
brand age on consumers’ attitudes toward firm’s unethical behaviors differed
depending on consumers’ perceived involvements of firm’s unethical behaviors.
When consumers are in the low involvement condition (e.g., a firm is involved in Ad
fraud), they are more likely to forgive the firm with old brand age. However, when
consumers are in the high involvement condition (e.g., food safety), they are less
likely to forgive the firm with old brand age.
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The Third Time Is the Charm: Proposing
and Validating an Abbreviated Brand
Love Scale

Phillip Hartley and Luis Torres

Introduction

As anyone who has experienced it can surely attest, love is an extremely complex
emotional state. Traditionally reserved for those closest to us—family, friends, sig-
nificant others, or pets—recent years have witnessed the incorporation of love into
the marketing discipline’s attempts to understand consumers’ experiences of brands.
Empirically, brand love has been associated with important outcomes such as word-
of-mouth behavior, brand loyalty, increased willingness to pay, and even forgive-
ness of brand failures. In contrast to the research that established these relationships,
this manuscript seeks to address a fundamental issue related to brand love: how it
should be measured.

Study in the area of branding has long focused on consumers’ attitudes toward
the brand. As the literature has grown, the focus has shifted from assessing and
predicting attitudes toward understanding the complex nature of individuals’ inter-
actions with brands. Over time, the discipline has come to accept the notion of
relationships between consumers and brands. In the extreme case, these relation-
ships foster feelings strong enough to qualify as love.

Early work defined brand love as “the degree of passionate emotional attachment
a satisfied consumer has for a particular trade name”. The scale developed from this
definition is subject to criticism for at least two reasons. First, the definition may
seem conceptually appropriate; however, its vague reference to “passionate emo-
tional attachment” provides little guidance with regard to operationalizing the
construct. Also, as the authors acknowledge, difficulty arises from the tendency of

P. Hartley (D<) » L. Torres
Georgia Gwinnett College, Lawrenceville, GA, USA
e-mail: Hartley @ ggc.edu; ltorres1 @ggc.edu

© Academy of Marketing Science 2016 247
K.K. Kim (ed.), Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple

Pie and Marketing?, Developments in Marketing Science: Proceedings of the

Academy of Marketing Science, DOI 10.1007/978-3-319-26647-3_49


mailto:Hartley@ggc.edu
mailto:ltorres1@ggc.edu

248 P. Hartley and L. Torres

individuals to use the term loosely when referring to commercial brands. This
tendency creates problems with direct self-reporting one’s level of brand love that
stem from discrepant views of what constitutes “love.” As the 10-item scale is very
direct in nature and does not, in itself, define “love” despite its use of the term, it
does not account for these concerns.

Perhaps in an effort to address the issues described above, more recent work on
the construct has yielded a different approach to measurement. In this research, the
complexity of brand love is more effectively accounted for by means of prototypi-
cally defining the construct. In other words, brand love is “conceived of in terms of
close antecedents, the phenomenon itself, and proximal consequences” (Batra et al.
2012). What the previous approach boasted in simplicity, this one makes up for in
effort to truly capture the total experience of loving a brand including related emo-
tions, attitudes, and behaviors...with nearly 90 questions that constitute 14 sub-
factors of the overall construct. Through its sophistication, this scale avoids any
issues related to interpretation of love by posing much more specific questions to
respondents. Of course, an instrument that consists of so many items presents prac-
tical concerns with survey length, especially given that most researchers would
likely want to measure brand love along with additional constructs and considering
the fact that long questionnaires often yield lower response rates.

In essence, the two scales described above represent two wildly different
approaches to measuring brand love. The first is a relatively succinct instrument, but
the convenience it offers comes at the price of bias and inaccuracy due to its reliance
on a vague conceptualization and circular reasoning to operationalize the underly-
ing construct. The other option avoids the issues that hamper the first through a kind
of 360° approach to measurement. Unfortunately, the cumbersome length of the
instrument calls into question the feasibility of its use.

The current research seeks to harness the strength of the more recently devel-
oped, more comprehensive brand love scale while repackaging it in an abbrevi-
ated form. Prior research offers support for the use of a minimal number of items
to tap into certain well-defined concepts. In particular, using fewer indicators for
latent variables has been found to yield better and more accurate results from the
application of SEM to theoretically sophisticated conceptual models. Drawing
from these methodological prescriptions and prior work in the area of brand love,
this research seeks to identify a single best indicator for each sub-factor of Batra
and company’s brand love scale. The resulting subscale will thereby adhere to the
factor structure of the original scale without requiring the use of the full set of
items. Finally, the subscale will be validated through comparison first to the full
scale and ultimately to the shorter brand love scale developed by Carroll and
Ahuvia for nomological validity. A more complete explanation of the research
methodology is provided below.



The Third Time Is the Charm: Proposing and Validating an Abbreviated Brand Love... 249
Methodology

Students (n=553) from a major Southeastern university responded to a computer-
administered survey in exchange for partial course credit. In an effort to maximize
subjects’ involvement, subjects were first asked which topic area they preferred
most among the choices hunting/fishing, women’s fashion, cars/trucks, running/fit-
ness, and technology. Subjects were then asked to report their favorite brand of
products associated with that interest. The brand name provided by subjects was
referenced in questions wherever appropriate to improve subjects’ level of focus on
the brand over the course of the remaining survey. Further, the question of their
favorite brand was also used as a quality check for subjects’ responses such that
brands inaccurately listed as related to an area of interest or nonsensical responses
served as a basis for omission of that subject from further analysis.

The sample was split so that roughly half of the resulting data (n=275) will be
subjected to CFA in the first study which seeks to validate the factor structure of the
88-item brand love scale and identify the item with the highest factor loading for
each sub-factor. The resulting subscale will then be summated in accordance with
the construct’s factor structure and checked against the full scale by means of cross-
tabulation based upon a median split of the scales. This technique is in accordance
with the method of Hartley 2013.

To further validate the subscale, a second study utilizes the remaining sample
(n=278) to conduct SEM on a basic conceptual model intended to verify the sub-
scale’s appropriate representation of brand love in a basic nomological network as
well as testing for convergent and discriminant validity of the subscale. An assess-
ment of model fit indices and factor loadings in combination with a comparison of
AVE:s to factor correlations will allow for such a test. The established measurement
scales for the additional constructs in the network, Brand Satisfaction, Purchase
Intention, and Word of Mouth behavior, will be assessed for reliability in the context
of the study.

Results and Discussion

Data collection for both studies is complete and analysis is under way. To recap, the
first study utilizes CFA to validate the 88-item brand love scale and to identify an
abbreviated version of the scale then compares the abbreviated scale to the original
one. The second study applies SEM to put the abbreviated scale to use and test it as
part of a conceptual model. It is the authors’ earnest expectation that all analyses
will be complete prior to the annual AMS conference.

Preliminary results support the complex factor structure prescribed by Batra
et al. (2012). The components of each of the second-order sub-factors of brand love
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were subjected to confirmatory factor analysis to establish construct validity among
the components. The first-order sub-factors were assessed in a similar fashion. The
single item with the highest factor loading then served as indicators for the second-
order sub-factors in further factor analysis that included both the first- and second-
order sub-factors of brand love. Items that registered low factor loadings (<.700)
and were associated with multiple modification indices greater than 4.00 were
removed from their respective models, and analyses were reapplied. The lone
exception to this was the final factor analysis in which deleting items would repre-
sent a departure from the factor structure developed by Batra and company.
Ultimately, all models demonstrated acceptable fitindices (CFI > .90, RMSEA <.10).
As such, the factor structure of the mega-construct was validated.

Conclusions and Implications for Theory and Practice

Brand Love is a construct with huge implications for the marketing discipline. Brand
loyalty and brand identification are prolific topic areas and represent obvious oppor-
tunities for application of the construct, but they are not the only such areas. Sports
marketing, political marketing, social media marketing, and cause-related marketing
are other realms in which an effective and accurate means of measuring brand love
could greatly contribute to understanding and knowledge development. Building
from two prior attempts, this research endeavors to identify just such a means.

Moving forward, the abbreviated Brand Love scale should be revalidated with a
non-student sample. Once this is accomplished, the scale could serve as a basis for
profiling consumers in a host of contexts. Further, developing group level profiles
based on Brand Love would allow for comparison of brands within and across
product types. In essence, scholars and managers alike will have a powerful new
tool for gaining insights into consumers’ perceptions of and attitudes toward all
types of brands.
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A Historical Examination of the Introduction
of the Web as a Direct Marketing Channel

Joyce A. Young, R. Keith Tudor, and Ernest Capozzoli

Abstract

With the existence of the Internet, manufacturers of goods and services can bypass
channel intermediaries and sell directly to the final consumer. Since the mid-1990s,
the Web has continued to play a greater role in channel management strategy. The
purpose of this longitudinal study is to document usage of websites in terms of
channel member support and vertical competition over time. We examined the web-
sites of 251 Fortune 500 companies that produce goods and services in business-to-
consumer industries. Data was collected in 1996, 2000, and 2004. The results of the
study show good industries lagged behind service industries in initiating disinter-
mediation. Overtime, however, disintermediation was equally prevalent in both
industry segments. In terms of channel member support, both in initiating and over-
time, firms using their websites to refer and/or connect end users to intermediaries
for product purchase were equally prevalent for both industries. Finally, during the
1996 to 2000 period, the number of firms engaged in disintermediation grew faster
than the number of firms providing channel member support.
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Measuring B2B Relationship Quality
in an Online Context: Exploring the Roles
of Service Quality, Power, and Loyalty

Réisin Vize, Joseph Coughlan, Alieen Keneedy, and Fiona Ellis-Chadwick

Abstract

Relationship Quality has emerged as an important lens in which to investigate the
value of B2B relationships. It has recently been highlighted that while the relation-
ship marketing paradigm has become a mainstay of marketing practice and research,
its application in the emerging web services industry has been minimal despite its
potential. The operationalization of this higher-order construct shows conflicting
consensus on which dimensions make up RQ. The directional link between RQ and
other relationship concepts such as loyalty is also unclear and under-researched.
This paper theoretically and empirically examines the role of RQ as a determinant
of loyalty in an online B2B context. Using a data set from the web services industry,
an understudied industry in its own right, the analysis, using structural equation
modelling, shows support for service quality and power as additional RQ compo-
nents. The findings suggest that different aspects of RQ namely, trust, commitment,
satisfaction, and power show significant links to differing aspects of loyalty. Trust
and satisfaction impact advocacy (attitudinal loyalty) whereas commitment and
power show a significant impact on willingness to pay more for web solution ser-
vices (behavioral loyalty). Facets of these relationships are explored and managerial
implications are highlighted.

Keywords Relationship Quality ¢ Online B2B Relationships ¢ Web Solution
Services * Power ¢ Service Quality ¢ Loyalty
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Introduction

Research suggests that building collaborative relationships with a long-term focus
is considered critical particularly when the service is perceived as complex and the
relationship is highly dependent on dynamic technology in web driven environ-
ments (Eisingerich and Ball 2007). Some authors contend that the quality of a busi-
ness relationship is a critical factor in building competitive advantage and that
retaining customers over the long term yields greater profits particularly in relation
to advocating the business and purchasing (Chien et al. 2012). Recent contributions
to relationship marketing research indicate that our current understanding about the
way relationships are fostered in an offline services setting may not translate directly
to the online services setting (Walsh et al. 2010; Rafiq et al. 2013). That said, there
is emerging evidence indicating that some overlap exists and several tenets of rela-
tionship marketing in the traditional sense can be transferred to the online domain
as is evident in recent relationship quality (RQ) studies from an online B2C per-
spective (Brun et al. 2014; Rafiq et al. 2013).

However, there have been expressions of concern highlighting the deficiency
of research exploring the development of loyalty in an online context (Rafiq et al.
2013; Rafiq and Fulford 2005; Walsh et al. 2010), its application in B2B relation-
ships (Cater and Cater 2010) and in the context of a high credence service
(Eisingerich and Ball 2007; Bardauskaite 2014). This paucity of research is sur-
prising given that the credence aspect of professional services augments uncer-
tainty for the buyer and increases perceptions of risk and opportunism, thus
potentially inhibiting web adoption and innovation within a firm. In addressing
these research deficiencies, this study adds to the literature and explores how rela-
tionship quality influences loyalty in an online B2B context. This study investi-
gates small retail firms who have employed the services of web solution service
providers (WSSPs) to test the hypotheses and measure perceptions of relationship
quality and loyalty.

While previous studies have tested and empirically shown that relationship qual-
ity (RQ) traditionally consists of trust, commitment, and satisfaction (Vieira 2010;
Athanasopoulou 2009), it is repeatedly suggested that the context in which a firm
operates may have a significant impact on the operationalization of the RQ con-
struct (Vieira 2009; Rafiq et al. 2013; Bardauskaite 2014). This study supports the
supposition that relationship quality has a significant role in the virtual domain par-
ticularly where dynamic and multifaceted services underpin the relationship and
argues that the current conceptualizations of B2B RQ do not completely capture the
complexities of such relationships. This study proposes that RQ needs to be reex-
amined in this emerging industry context and considers service quality and power
as additional RQ dimensions. A disaggregated RQ model aims to test the relation-
ship between the RQ with loyalty, which will provide a deeper understanding of the
relationships between the RQ components and their impact on loyalty. The paper is
organized as follows: The next section provides a conceptual backdrop to the pro-
posed RQ components, highlighting the hypotheses throughout the discussion,
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which provides a platform for the conceptual model. The research methodology and
analysis follow. The chapter concludes with a discussion of the results, the limita-
tions and directions for future research are discussed.

Conceptual Background and Hypotheses Development

Research asserts that loyal customers spend more than non-loyal customers, act as
advocates by engaging in positive word of mouth, and are considered to be the heart
of a company’s most valuable customer group (Bardauskaite 2014). Loyalty is
largely conceptualized as a behavioral concept focusing on repeat purchasing pat-
terns (see Naumann et al. 2009); however, recent contributions operationalize loy-
alty as a composite construct recognizing that attitudinal components elicit a
behavioral response (Walsh et al. 2010; Rauyruen and Miller 2007). Taking a com-
posite approach to measuring loyalty also addresses issues pertaining to spurious
loyalty as concerns have been highlighted that studies focusing purely on repeat
purchasing patterns in service contexts may be too narrow a focus on what is essen-
tially a dynamic process in an ongoing relationship (Eisingerich and Ball 2007;
Bardauskaite 2014). For example, repeat purchasing may be based less on favorable
dispositions towards a supplier, than on a lack of alternative suppliers or switching
barriers. Recent research contends that product loyalty cannot be generalized to
service loyalty (Fullerton 2014). The credence aspect of professional services aug-
ments perceived risk for the buyer, particularly in relation to complex, technology
driven service industries (Harris and Goode 2004; Eisingerich and Ball 2007) in
which case loyalty is more dependent on relationship development. However, the
loyalty concept is largely studied in the consumer context leaving a dearth in our
understanding of loyalty development in a B2B services context. This study adds to
the loyalty literature and adopts a composite approach to measuring loyalty in an
online services B2B context, where attitudinal loyalty measures positive word of
mouth through customer advocacy and the behavioral dimension refers to a cus-
tomer’s intention to pay more for the service in the future (Fullerton 2003).

Relationship Quality

Relationship Quality is considered a key pillar in the Relationship Marketing litera-
ture (Vieira 2010) and has generated major empirical research interest as a signifi-
cant factor in developing long-term relationships (Ashnai et al. 2009). The credence
aspect of professional services augments the relevance of examining relationship
strength in a B2B context and is particularly relevant where the evaluation of the
outcome of the service is difficult to predict or understand (Eisingerich and Ball
2007). From the buyers perspective the ambiguity and complexity that surround
technology based services may encourage buyers to seek longer term relationships
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than those seeking physical products, which may be motivated by fewer alternative
suppliers and the perceived costs associated with switching. However, it is clearly
evident that there is a high degree of ambiguity regarding the operationalization of
the construct, which is due in part to different industry settings of research studies
and a lack of consensus on a definition (Holmlund 2008) There is wide agreement
that RQ is a higher order construct consisting of distinct yet related dimensions and
repeated empirical evidence finds that trust, commitment, and satisfaction are con-
sidered central tenets to developing strong and loyal relations (Rauyruen and Miller
2007; Vieira 2010). These constructs have been validated in different industry set-
tings and in offline B2B contexts (Cater and Cater 2010; Rauyruen and Miller 2007;
Vieira 2009) thus reaffirming their strength and consistency as key RQ components
(Chang et al. 2013; Cater and Cater 2010; Seto-Pamies 2012). Notwithstanding the
numerous definitions and measures that constitute RQ, this study draws from Woo
and Ennew (2004): 1256 definition and suggests that relationship quality is consid-
ered “an overall evaluation of the strength of a relationship between a buyer and
seller.” This study adopts the traditional RQ components and extends the construct
to incorporate service quality and power dimensions. In so doing, it helps capture
the service dominant aspect of the relationship and the uncertainty/complexity that
lies therein but also answers repeated calls for the portfolio of relationship quality-
related variables to be extended in a B2B context and in different industry settings
(Dagger and David 2012; Walsh et al. 2010). In particular, it addresses the dearth of
RQ research in an online context (Rafiq et al. 2013; Walsh et al. 2010; Brun et al.
2014), which will deepen our understanding of the current challenges and opportu-
nities inherent in B2B relationships operating in this rapidly growing dynamic tech-
nology driven environments. Trust has recently been found to be the most significant
defining construct in relationship marketing research (Bardauskaite 2014). Recent
investigations have found trust to play a pivotal role in relationships operating in an
online context (Chien et al. 2012; Brun et al. 2014). Given the growing significance
of the online channel as a route to market, retailers need to feel that they can trust
their suppliers and need assurances from their service providers that they have the
skills, competencies, and resources necessary to fulfil their online ventures (Chien
et al. 2012). Empirical evidence shows direct effects between trust and loyalty
(Rauyruen and Miller 2007; Aurier and Goala 2010). Trust is considered a neces-
sary ingredient for long-term orientation as it shifts the focus to future conditions
and particularly in the context of online relationships (Harris and Goode 2004).

H1a: Trust relates positively to intention to pay more.
H1b: Trust relates positively to advocacy.

Research asserts that commitment to a supplier is an important driver of loyalty
in B2B service settings (Cater and Cater 2010). A common theme that stems from
committed relationships is a disincentive to replace relationship partners with some
studies in an online context excluding commitment (Liang et al. 2008; Zhang et al.
2011). However, recent investigations strongly suggest that this dimension should
not be ignored and needs to be regarded in an equal footing to stand-alone concepts
such as trust and satisfaction (Brun et al. 2014), as it is considered a key element in
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assessing the strength of an online relationship (Walsh et al. 2010; Rafiq et al. 2013).
Research has also shown that relationship commitment has many benefits, including
reducing uncertainty, increasing efficiency, satisfaction, and enhancing performance
and profitability (Ganasen et al. 2010).

H2a: Commitment relates positively to intention to pay more.
H2b: Commitment relates positively to advocacy.

Research has empirically established links between satisfaction and loyalty in
online and offline contexts (Rafiq et al. 2013; Seto-Pamies 2012; Keating et al.
2011). The positive link between customer satisfaction and loyalty intentions is
considered a fundamental axiom of the relationship management concept. But the
evidence lies predominantly in favor of B2C studies (see Naumann et al. 2009).
Satisfaction has also gained recognition as a strong RQ variable in studies with an
online focus (Walsh et al. 2010). Recent studies in high technology retail and ser-
vices context have also asserted its importance with theoretical and empirical evi-
dence showing a link between satisfaction and retention, repeat purchase and loyalty
(Dagger and David 2012; Chen and Kaoa 2010).

H3a: Satisfaction relates positively to intention to pay more.
H3b: Satisfaction relates positively to advocacy.

Research has acknowledged that a feature of some B2B relationships is that one
party can hold a dominant position due to expertise and their ability to influence the
other party (Blois 2010), which results in one party having power over another
party. The importance of including the concept of power in the RQ framework is
significant when exploring the development of business relationships from a small
firm perspective in a relatively new industry. The credence attributes in complex
web based services create uncertainties and increase risk perceptions particularly
for small firms operating in highly fragmented technology driven environments.
Consequently as clients do not have a clear expectation or understanding of the
service outcome they rely on extrinsic cues such as a firms’ reputation, and cues
relating to their expertise and knowledge in the field (Blois 2010). There is a signifi-
cant dearth of research investigating the concept of power as an influencing strategy
in services marketing relationships (Ashnai et al. 2009). This is surprising given that
recent contributions have highlighted how a lack of well-established institutional
rules and governance online can give rise to firms behaving opportunistically (Lin
2007; Pavlou and Gefen 2004).

H4a: Power relates negatively to intention to pay more.
H4b: Power relates negatively to advocacy.

Empirical findings strongly suggest that perceived service quality is a key con-
tributor to relationship development and loyalty towards the service provider
(Rauyruen and Miller 2007; Chenet et al. 2010; Molinari et al. 2008). Recent stud-
ies on service quality recommend that its operationalization should involve the
development of industry-specific measures of service quality resulting in repeated
calls for service quality models to be specifically tailored to the industry under
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investigation (Gounaris et al. 2010; Gounaris 2005a). Gounaris (2005a) suggested
that there are four determinants of service quality in a B2B environment. Potential
quality relates to the search attributes consumers use to evaluate a provider’s ability
to provide a good quality service, while hard and soft process determinants refer,
respectively, to what is performed during a service process and how it is performed,
and output quality to the client’s evaluations of the end results. There have been
numerous calls for research to explore and extend the service quality concept into
the online domain (Gounaris, et al. 2010; Rafiq et al. 2013) and particularly in the
context of credence type services (Walsh et al. 2010; Vize et al. 2013). Research
suggests that service organizations share various commonalities in terms of their
service delivery process, both within and across industries. While Durvasula et al.
(1999) echo this sentiment, they find that service quality measures developed for
consumer services should be applied with caution in B2B context. Gounaris (2005a)
concurs, highlighting that industrial markets are different from business services
and are more complex as they are more specialized and technology driven.

H5a: Service quality relates positively to intention to pay more.
H5b: Service Quality relates positively to advocacy.

Methodology

To address the research issues and test the hypotheses, this study investigates the
relationship between retailers and their web solution service providers (WSSPs)
(Vize et al. 2013). Small retailers with an online presence were selected as the
research setting. A list of small (defined as less than 50 employees) Irish retailers
was developed using commercial databases supplemented with Internet searches in
key categories, which resulted in a total of 843 such organizations being sent a ques-
tionnaire (in hard copy) which included an invitation to complete the survey online.
Respondents were only included in the final sample if they had used a web service
solution provider to develop or manage their website—those who developed and
managed their own websites were excluded from the sampled firms. A combined
total of 133 valid responses from both paper and online versions were collected—a
response rate of 16 %, which compares favorably to other B2B response rates.
All respondents were either firm owners or senior managers directly responsible for
their retail firms’ online presence, so it is reasonable to expect that they are aware of
the constructs in this study. No significant differences were found between the two
modes of administration of the survey.

Model Analysis and Results

Multi-item scales were adapted from previous studies with some minor modifica-
tions to suit the specific context as per Table 1. The study adopted the two-step
approach for the measurement and structural model assessment using Lisrel 8.80
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Table 1 Relationship quality construct results

Construct, items, and source of items

Commitment (Fullerton 2003)

I feel like part of a family as a client of our WSSP

I feel emotionally attached to our WSSP

Our WSSP has a great deal of personal meaning to me
I feel a strong sense of identification with our WSSP
Trust (Ganesan 1994; Cho 2006)

Is frank in dealing with us

Makes promises that are reliable

Is honest about problems that arise

Operates their business with goodwill intention

Performs the role of providing web solution
services very well

Are proficient
Power (Ramaseshan et al. 2006)

When I comply with my WSSPs suggestions, I get
more favorable treatment from them

I receive benefits or services from my WSSP when I
follow their recommendations, but not when I
disregard their recommendations

If I do what my WSSP wants, they reward me

If I don’t agree to their suggestions, the WSSP could
make things difficult for me

Satisfaction

My relationship with our WSSP has provided our
company with a dominant and profitable market
position in our sales area.

My relationship with our WSSP is very attractive with
respect to special offers

I am very pleased with the decision to adopt this
WSSPs services since their high quality increases
traffic.

The web marketing services of our WSSP enable me
to get my work done effectively.

This WSSP provides me with marketing and selling
support of high quality.

Service Quality (Gounaris 2005a)

PSQ

HSQ

SSQ

0SQ

Pay More (Fullerton 2003)

I would continue to do business with our WSSP if
their prices increase

Loadings

0.8
0.91
0.97
0.9

0.8
0.9
0.88
0.76
0.88

0.82
0.79

0.76

0.83
0.8

0.72

0.63

0.82

0.84

0.78

0.85
0.68
0.91
0.79

0.9

T values

11.12
13.6

15.19
13.31

10.99
13.18
12.63
10.26
12.73

11.42

10.3

9.87

11.04
10.46

9.25

7.717

11.17

11.56

10.34

11.88

8.73
13.38
10.73

0.94

0.92

0.87

0.87

0.88

0.87
0.81
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AVE
0.8

0.65

0.63

0.57

0.66

0.69
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Table 1 (continued)

Construct, items, and source of items Loadings | T values |CR AVE
I would pay higher price than other providers charge 0.69 9.27 0.48

for the benefits I currently receive from our WSSP

I would pay higher price than other providers if our 0.9 13.25 0.81

WSSP raises their price

Advocate (Fullerton 2003) 0.96 |0.91
I would say positive things about our WSSP to other 0.91 0.83

people (d)

I would recommend our WSSP to someone who seeks | 0.98 2291 0.96

my advice (e)

I would encourage other SMEs to do business with 0.97 22.34 0.95

this WSSP (f)

(Bagozzi and Yi 2012). Confirmatory factor analysis (CFA) shows a one factor
model for each component of RQ as per Table 1, which revealed a respectable
model fit for the second order RQ model RMSEA =.06; chi-sq=854.15/df=552;
chi-sq/df=1.5, p=0.0, SRMR =.08, GFI=.82, NFI=.94; CFI=.99. Construct valid-
ity tests were validated for all constructs (Bagozzi and Yi 2012). Common method
bias (Podsakoff et al. 2003) was tested using Harman’s Single Factor test. The
resulting one factor measurement model shows an extremely poor fit (RMSEA =.156;
chi-sq/df=4.1; p=0.0000; NFI=.87; SRMR =.011; GFI=.50). After evaluating the
measurement model for each construct, the paths of the structural model hypothe-
sized in Fig. 1 were then analyzed. Table 2 presents the results of the hypotheses.
The results show support for four out of the ten hypotheses for the disaggregated
RQ model and its effect on loyalty. While the overall model shows acceptable fit
statistics RMSEA=.07; chi-sq=622.11/df=357; chi-sq/df=.57, p=0.0,
SRMR =.06, NFI=.94; CFI=.98 (Bagozzi and Yi 2012) indicating that RQ is a
determinant of loyalty, the results show that four out of the five RQ dimensions have
to some degree an influence on loyalty.

Discussion and Managerial Implications

The SEM results for this study support the use of a five factor second-order relation-
ship quality construct consisting of trust, commitment, satisfaction, service quality,
and power dimensions as per Table 1. This study finds trust to be a unidimensional
construct, which is in line with recent studies in B2B services (Doney et al. 2007;
Gounaris 2005b). This study adds to the literature and finds the unidimensional
component of trust is also applicable to a credence based web services context.
Furthermore, the findings also show that trust in the service provider had the stron-
gest influence on advocacy (attitudinal loyalty), which is in line with recent online
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Satisfaction

Fig.1 Hypothesized model

Table 2 Model results

Hypotheses
Hla
H1b
H2a
H2b
H3a
H3b
H4a
H4b
H5a
H5b

Structural paths
Trust Pay More
Trust Advocate

Commitment Pay More
Commitment Advocate
Satisfaction Pay More
Satisfaction Advocate

Power Pay More
Power Advocate

Service Quality Pay More
Service Quality Advocate

Path coefficients
0.128
0.423%*
0.3037%*
0.032
0.147
0.209*
0.043
0.126%*
0.207
0.191

263

Pay More

Advocate

Hypotheses supported
Not supported
Supported
Supported
Not supported
Not supported
Supported
Not supported
Supported
Not supported
Not supported

RMSEA =.07, Chi-Sq/df=.57, P=0.0, SRMR =.06, *p<0.05, **p<0.01

relationship quality studies (Rafiq et al. 2013) and contributes to our growing under-
standing of trust and its relationship to loyalty. Research finds affective commitment
to be a stronger determinant of customer retention through attitudinal loyalty than
continuance commitment (Fullerton 2003; Rauyruen and Miller 2007), as was
found in this study. The social component of satisfaction performed very poorly on
measurement analysis perhaps indicating its unsuitability in an online B2B context
where social interaction is inhibited due to the intangible nature of the environment.
It would therefore seem plausible that economic gains from the relationship super-

sede the need for social interaction.
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The findings in relation to the power and service quality components make a
contribution to RQ theory. Non-coercive power is found to be a component of RQ
and a determinant of advocacy. Non-coercive influence strategies are found to facili-
tate noneconomic rewards for buyers, which are primarily derived from expertise,
information exchange, recommendations, and critical competencies all of which are
found to increase dependency. However, the results show this dimension to have a
significant but negative influence on advocating the service, inferring that while
non-coercive power strategies can influence attitudinal loyalty, they do not neces-
sarily translate into a willingness to promote the service, which may be due to the
high levels of uncertainty and limited understanding of web solution services. That
said, the inclusion of this component not only successfully addresses the need to
explore this phenomenon in service-oriented relationships but also extends its appli-
cation as a component in the RQ framework and broadens the scope of the construct
in the online domain. From a theoretical perspective, the adoption and validation of
the INDSERV scale in the context of this study extend and deepen our understand-
ing of service quality as a significant component within the RQ framework.
Surprisingly though when modelled with loyalty (as a first order model), it showed
no significant influence on either of the loyalty components. Drawing a similar con-
clusion to the outcome of the power component is that the increased complexity of
this emerging service industry induces uncertainty and difficulty in evaluating the
outcome of the service received. Moreover, the intangible nature of web services
coupled with minimum physical contact throughout the service process can make it
difficult for buyers to communicate the benefits to others or to fully realize the eco-
nomic benefits of investing further into the relationship. Contributions to the loyalty
research have highlighted an over reliance on repeat purchasing behavior and
emphasized a need for more investigations to explore attitudinal dimensions in a
service context. The findings from this study successfully address this issue and
given the significance of the RQ dimensions influence on the attitudinal loyalty
component reaffirms the need to explore attitudinal loyalty in credence based ser-
vices. Interestingly, trust was found to be the most significant of RQ constructs and
was the only component to influence behavioral loyalty, which shows the signifi-
cance of developing trust in high credence based services and particularly those
operating in online contexts, which has been repeatedly found in previous web-
related studies (Harris and Goode 2004; Rafiq et al. 2013; Pavlou and Gefen 2004).
The study suggests that developing trust is of paramount importance, which indi-
cates that it is prudent for firms to develop procedures, and systems that are designed
to generate trust and alleviate small firms risk perceptions. The significance of SQ
in relation to RQ delivers considerable insight for managers of web solution firms
to ensure high quality service delivery as a key factor in determining the strength of
the relationship. However, service providers of web solution services perhaps need
to pay more attention to the complexity and ambiguity in buyers understanding of
the services they provide. By implementing strategies that address buyers’ uncer-
tainties before, during, and after the service purchase will help facilitate more satis-
factory returns for the buyer and facilitate loyalty. In order to understand customer
loyalty in the context of credence based B2B services, this research provides man-
agement with the ability to map out a typology of loyalty through the use of the
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available composite measures of loyalty. In so doing, service providers will be able
to manage their clients more effectively by being able to segment their customer
base according to their loyalty position. The classification system can also be used
by marketers to identify groups of customers based on loyalty status and develop
strategies appropriate for further building loyalty.

Limitations and Future Research Directions

This current study is constrained by sample size and the model developed is based
on data from a small retailer. Given the significance technology is having on how
service and retail businesses operate and on business relationships in general it
would be interesting to investigate different professional providers of alternative
technology solution services such as RFID (radio frequency identification) or
mobile commerce solutions, to test the robustness of the proposed model.
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Hedonic Versus Utilitarian Products:
The Dawn of Intra-Product Category
Research

Anh Dang

Abstract

Hedonic products have been found to be advantageous for firms over utilitarian
products. However, some research conducted on this topic uses two products from
two completely different categories (inter-product category research) rather than
two products from the same category but different in terms of hedonic and utilitar-
ian benefits (intra-product category research). This practice, unfortunately, poses
three issues for hedonic consumption research: spurious relationships, limited types
of products researched, and confusing implications for marketing practitioners. The
present chapter examines these three issues in detail and underscores the dynamic
nature of hedonic/utilitarian dimensions of any product category, which implies the
advantages of intra-product category research over the pervasive inter-product cat-
egory research. This chapter will also discuss four important strategies for firms to
create competitive advantage through hedonic/utilitarian benefits.
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Effects of Price/Quantity Presentation Order
and Timing on Consumer Value Judgements

Shuya Lu, Danny Weathers, and Juliana White

Abstract

Bundling is defined as products or services sold together with two or more items at
an equivalent or a lower price (Guiltinan 1987). Bagchi and Davis (2012) have dem-
onstrated that the presentation order (price first or quantity first) affects consumer
perceptions of a multi-item package. In addition, they proposed that unit price cal-
culation difficulty moderates the relationship between presentation order and con-
sumer perceptions. This study offers an extension of these findings by considering
presentation timing (sequentially or simultaneously) along with presentation order.
Scarce that few studies in extant literature have considered both presentation order
and presentation timing together. In this research, we hypothesized that consumers
would evaluate a bundled offer higher if the offer was simultaneously presented
with price information first and quantity information second. This is because simul-
taneous price/quantity presentation order is more consistent with promotions which
consumers typically encounter in daily life. In addition, simultaneous presentation
does not require memorization of the offer, leading consumers to reduce their men-
tal effort. As such, we anticipate that consumers will evaluate these offers more
favorably. A 2 (presentation order: price first or quantity first) x 2 (presentation
timing: sequentially or simultaneously) factorial between subjects design was con-
ducted using MTurk to gather data. Results showed that in scenarios with simulta-
neous presentation of offer information, consumers considered products with price
information presented first as higher quality than those with quantity information
presented first. This study demonstrated how presentation order and timing jointly
influenced consumer value judgments of bundled offers. In future research, unit
price calculation difficulty will be added to evaluate how presentation order and
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timing can influence consumer value judgments of the product offered. In addition,
multiple offers will be provided to consumers to better understand their value
judgments. Based on this investigation, meaningful suggestions can be offered to
marketing managers as they consider various pricing strategies.



Get Discount in Chocolate and Get More
Toothpaste! The Effect of Product Preferences
on Promotion About Price-Off and Value-
Added According to Product Type: Focusing
on Hedonic and Utilitarian Product

Seolwoo Park

Abstract

Customers are usually confused with the difference between promotional price-off
and value-added when they face with promotions for products. The author identifies
a tendency among consumers to prefer which promotion when processing promo-
tional extends change information and product price difference. In experimental
studies, the author provides evidences in support of the effect and identifies mana-
gerially useful boundary conditions for when the effect is likely to manifest. Three
studies reveal that customers prefer price-off for hedonic product (vs. Utilitarian
product) and value-added for Utilitarian product (vs. Hedonic product) (H1, 2).
Consumption guilty is used to explain these conditions (H3). Further, higher price
and hedonic product, they tend to prefer higher price-off (H4). In utilitarian, on the
other hand, customers tend to prefer higher value-added and lower price (HS).
According to this state, I can find that the product preference is affected by promo-
tions and price difference and the extent of promotional price discount and value-
added is also changed on price in product type. The chapter concludes with a
discussion of the theoretical and managerial implications of the findings.

Keywords Promotion ¢ Price discount * Bonus pack ¢ Guilty ¢ Price sensitivity
* Hedonic product ¢ Utilitarian product
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Introduction

The customers consider the product characteristic and reasonable cost in the process
of comparing and evaluating the firm’s marketing effort or many activities including
the product of service. Many markets comprised the sale through the sales promo-
tion; on the other hand, they provide the consumer satisfaction. There is the effect
that it compensates the anxiety which is accompanied in using the new product as
the low cost; in addition the promotion has an effect on the purchasing intention.
Therefore, this has an effect on the repurchase and gives the compensation which
the buyer or all sellers have much (Montgomery 1971). The promotion is the pur-
pose for encouraging the sale of the product or service and purchase to the consum-
ers or retailers. This is defined in being all marketing activities which are designed
in the short term and in order to stimulate the great quantity of purchase about the
specific product rapidly or promote the efficiency of the customer’s purchase or
contents provider except the human sale, advertisement, public relation, etc. (Kotler
2001). The stimuli, that is, the promotion can be said to be provided in order to
obtain the best sales result. This research utilized opposing two products, hedonic
products and utilitarian products, to show which promotion customers prefer
between giving price discount promotion and giving extra quantity from regular
amount.

Recently, the result of the Mishra and Mishra (2011) divided the product feature
into the Vice food and Virtue food. They show that the consumers who buy vice
food prefer price discount promotion in order to reduce the consumption guilty.
Those who buy virtue food, on the other hand, prefer value-added promotion regard-
less of purchase because there was no guilty. In this research, I try to develop the
research in terms of two following views. First, the products are extended and clas-
sify into the hedonic and utilitarian product. Second, it is not limited to the simple
price discount and bonus pack and I assume that there is a difference according to
the cost even in same product. By segmenting 50 %, 33 %, and 20 % in promotion
conditions, author extends the results of Mishra and Mishra (2011). Furthermore, I
can understand what promotions consumers usually prefer under two product types.

Literature Review

Price Discount

To improve sales for companies in the short term, price discount promotion is one
of the favorite means of a promotion (Bitta et al. 1981). In particular, it is a fact that
there is a price competition between companies providing the same quality and
benefit of product in a same market. However, all consumers don’t prefer the
reduced price in all products. As there is the research that there is a negative effect
that consumers doubt product quality and evaluate it when they look at the
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discounted cost, rather the indiscriminate discounted price lowers the assessment of
product (Madan and Suri 2001). The research that consumers tend to choose price
discount promotion in order to reduce consumption guilty in a hedonic product
which sensory stimuli are dominant and has symbolic value is already come out.

Bonus Pack

The discounted price, originally, consumers can think that they desire the discounted
price more because there is the advantage that it will cut down the anticipated cost
and they can purchase the other products. However, in case in the consumer who is
framed with “what is obtained,” rather the value-added promotion is desired than
those framed with “what is decreased” (Diamond and Sanyal 1990). Therefore, the
consumers like the concept that it gives to the same cost for free and are due to think
independent of this with the cost (Chandran and Morwitz 2006). This effect is
expected in the utilitarian product which function or purpose of purchase is more
obvious than in the hedonic product. The consumption guilty concept is caused in
hedonic product purchase, but is not mediated in utilitarian product because there is
a distinct purpose of the purchase.

Price Sensitivity

The cost is the characteristic of paying in order to the goods but there is the differ-
ence for the consumers accepting the cost presented by the supplier or retailer
(Zeithaml 1984). According to a kind of product, the consumers feel the price sen-
sitivity differently (Lichtenstein, Bloch, and Black 1988). In addition, the advertise-
ment emphasizing the product information among the advertisement emphasizing
the information and cost on the product reduces the price sensitivity; on the other
hand, the advertisement emphasizing the price can increase the consumer price sen-
sitivity (Kalra and Goodstein 1998). Therefore, in case of emphasizing the dis-
counted price when being the extent of the promotion different, the great interest
will be made the consumers buying the hedonic product which consumption guilty
is caused. In case of emphasizing the value-added that explains the product infor-
mation and the feature of the product, the consumers will prefer to purchase the
utilitarian product. In the hedonic product, moreover, the high reduced price will be
preferred because the consumption guilty gives as the cost is high. In the practical
product, the cheap product in which there is no relation with the consumption guilty
at all will prefer the value-added promotion increasingly.



278 S. Park
Hypothesis

As following literature review, the author suggests four hypotheses.
H1: In the hedonic product (vs. utilitarian product), product preference increases
more when being price discounted promotion rather than being value-added
promotion.
H2: In the utilitarian product (vs. hedonic product), product preference increases
more when being value-added promotion rather than being price discounted
promotion.

Additionally, the hypothesis related to the consumption guilty causing the phe-
nomenon of the hypothesis 1, 2 is suggested.
H3: The consumption guilty is mediated between product type and promotion
choice.
H4: In the hedonic product, the high range of price discount is preferred as the
higher price (vs. lower price).
HS: In the utilitarian product, the high range of value-added is preferred as the lower
price (vs. higher price).

Methodology

The three studies are designed to confirm the hypothesis. Because the lab study can
control many independent variable, dependent variable, and confusion variables
appropriately, it can secure the high internal validity (Singleton and Straits 1999).
On the other hand, there could be the defect that the external validity is decreased.
Therefore, following the method of the preceding research is used to minimize this
problem.

The author conducted a pretest to ensure that the products used the three studies
were viewed as hedonic and utilitarian products. I randomly showed 30 participants
two products used across the experiments. For each product, I asked them to indi-
cate how useful (or useless), beneficial (or harmful), agreeable (or disagreeable),
and pleasant (or unpleasant) they would feel about the products on a seven point
scale (1 ="not really,” and 7="very really”). The participants were shown a choco-
late and toothpaste. The result shows that a chocolate is represented hedonic prod-
uct and toothpaste is represented utilitarian product.

The purpose of study 1 is to find that consumers’ preference of promotion type
according to product type. However, there will be some alternative accounts on the
choice of promotion. After participants indicated their choice between a price dis-
count and a bonus pack promotion, I asked them to list the reasons for their choice
in study 2. Proposed justification-account suggests that participants prefer a price
discount for hedonic product because it provides a more justifiable reason for pur-
chase than a bonus pack and helps mitigate guilt. If this account is true, consump-
tion guilty could mediate the proposed effect. In study 3, I provide different extent
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of promotion (1+0.5/50 %, 1+0.33/33 %, 1+0.2/20 %) and find that is effects on
the consumption-justification.

As to the whole experimental design, the Mixed Factorial Design method of 2
(the product type: Hedonic product and Utilitarian product)x 2 (Product price:
High and Low) x 2 (Promotion: Price discount and Bonus pack) will be used.

Anticipated Results

If the goods in which the cost is more expensive is consumed regardless of the prod-
uct characteristic, it will have the large-scale guilty rather than consuming the less-
expensive goods. Therefore, the large reduced price can be desired because the
large-scale discount amount mitigates the guilty. In the case of the utilitarian prod-
uct, more prefer the value-added promotion as product in which the cost is low (vs.
low). The guilty scale considers as the continuous factor in this experiment. First,
the guilty scale will not have an effect on purchasing intention former or after the
experiment. Therefore, the question order condition does not matter if it removes.

It will be significant when I look at three-way interaction (the chocolate product
x promotion x guilty) through ANOVA, but not be significant in three-way interac-
tion (the toothpaste product x promotion x guilty). It is possible to check that the
guilty effects on the choice between a price discount and a bonus pack through
Preacher and Hayes (2004). In addition, the mediation effect of guilty could be
check through Sobel test (Baron and Kenny 1986). That is, in the hedonic product,
the price discount is selected with for justification to relieve the consumption guilty.

In summary, in the relationship about promotion, the hedonic product as the cost
is high prefers the price discount to bonus pack. As product cost is low, on the con-
trary, the utilitarian product prefers the bonus pack to the price discount.

Conclusion and Discussion

This research, through three studies, shows that the hedonic product more prefers
price discount to bonus pack and the utilitarian product prefers bonus pack to price
discount. Furthermore we can find that the product according to the price difference
affects the promotion type.

In other words, when being the high cost in the case of the hedonic product, the
highest price discount is more preferred, on the other hands, being the low cost in
the case of the practical product, the bonus pack is liked. The first reason is that the
consumers who select the expensive hedonic product want to reduce the consump-
tion guilty about paying a lot of money and not being good for healthy, and then to
find consumption-justification. On the other hand, although the consumers selecting
the utilitarian product prefer both price discount and bonus pack in the highest price
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due to consumption guilty, only bonus pack must be preferred in the lowest utilitar-
ian product because there are no any other guilty.

This research has theoretical and managerial implications. First, in the previous
research, the preference of the promotion was looked at in the food type choice but
the products group is expanded in this research and the promotion preference in the
hedonic and utilitarian product selection is seen. Second, it is not limited to the
simple price discount and bonus pack and we assume that there is a difference
according to the cost even in same product by segmenting 50, 33, and 20 % in pro-
motion conditions.
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Luxury? Necessity! How the Cell Phone
Became Indispensible in Today’s Consumer
Culture: A Structured Abstract

Jakob Braun

Abstract

This research examines the movement of cell phones from not being perceived as
necessities to being perceived as such by consumers over time. Thus far, research has
greatly disregarded this movement and focused on classificatory explorations. The
predominant focus in marketing research has been on the necessity—luxury and needs—
wants dichotomies. We build on social constructionist literature (e.g., Firat 1988) to
augment our understanding of consumer necessities and the process of becoming such
concurring that necessities are not given by nature but are rather socially influenced.
A qualitative approach is employed aiming to obtain a rich account of the movement
towards becoming necessities. In particular, discourses in advertisements of the
Rolling Stone magazine and consumer narratives are analyzed.

It is suggested that cell phones becoming necessities is dominated by the connec-
tivity discourse in advertisements. Over the years, connecting is facilitated for an
increasingly large audience. The desire for connectivity goes back to the need of
human beings for belongingness. Human behavior can typically be explained through
an effort to develop and maintain strong emotional bonds with others. Therefore,
humans are constantly monitoring how others respond to their actions. It seems that
there is no other product better suited to satisfy this need for belongingness than the
cell phone. It encompasses many ways to accomplish connectivity, which facilitates
the pursuit of belongingness.

These ideas of connectivity and inherent strive for belongingness are also reflected
in consumer texts. They confirm that no other product can satisfy the need for con-
nectivity better than the cell phone. For many, the phone is an aid in belonging to
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certain groups because it represents them or is an extension of them. Possibilities to
connect are ubiquitous today. If you want to belong, there is no excuse not to do your
best in connecting with the people that are of interest to you. The cell phone serves
as a medium to do so.

This study has important implications. It offers a foundation and starting point to
further our understanding of necessities as products of social and historical forma-
tions. Furthermore, understanding such a change towards becoming necessities is of
great interest to marketers in creating effective strategies.
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Use of In-Class Experiential Learning
to Promote Student Engagement

Jane Z. Sojka

The current reality for many large, public higher education institutions is that
mega-sections of traditional lecture classes are needed to balance increasingly-
shrinking educational budgets. Furthermore, while “A” students are highly motived
to learn and enter the classroom prepared to succeed, other students may feel over-
whelmed or lost in a large class. As a teacher of large (200+), Introduction to
Marketing classes, I have incorporated in-class experiential learning techniques to
engage and excite students. Students’ responses to the in-class experiential learn-
ing activities were so positive, that I adapted a similar interactive teaching style to
build a professional selling curriculum within our marketing department. Engaging
students through in-class experiential learning has resulted in positive student
feedback, an increase in student enrollment and ultimate success in job placement
for students.

In-Class Experiential Learning in a Large (200+ Students)
Introductory Marketing Course

Use of experiential learning to engage students in a large class can be illustrated by
my approach to teaching introductory marketing students about the BCG Matrix.
First, I briefly outline the key points in the matrix: the axis, the quadrants, the pur-
pose, etc. (concept). Then, I ask the class to think about the Coke-a-Cola Company
and all of the different beverages it produces. Together as a class, we list all the
beverage products marketed by Coke on the screen. Then, I ask students to work in
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small groups and spend the next 5—-10 min classifying Coke products into the four
quadrants of the BCG matrix (practice). After the small group time, I reconvene the
large class and ask where students classified the Coke products. Almost immedi-
ately the controversy starts as different small groups classified products differently.
This leads to a class discussion on the challenges and shortcomings of the BCG
matrix (reflect). The module concludes with a summary and review. In this example,
students are exposed to the concept, practice applying the concept, and then reflect
on what they learned.

Experiential Learning Using Marketing Projects
in Large Classes

In addition to in-class experiential activities, I also incorporate a simple, university-
related marketing project where students can apply the concepts they’ve studied in
class. For example, in Fall 2013, the class worked with the UC Football program to
“fill the stadium” for the final football game which would be televised on national
TV. Each student was required to interview three people about why they would or
would not attend the game. Then using the data collected, each student made a
recommendation designed to attract fans. Written assignments were submitted via
Blackboard on templates to simplify grading. Throughout the course, class discus-
sions (first in small groups, then with the entire group) were held so that students
could share information. Representatives from the UC Football program and ath-
letic department attended to hear the students discuss their research and recommen-
dations. Students were able to see the fruits of their labor; game attendance reached
an all-time high in spite of freezing weather.

Student reaction to these in-class experiential learning in large class settings has
been positive. The number of marketing majors continues to increase and we are
currently the largest (1150 majors) department at the University of Cincinnati. But
even more important, students report that they “enjoy” coming to class and they
take pride in their project they produced for their school. Engaging students through
in-class experiential learning has helped create a positive learning environment for
our students.



Extending Experiential Learning: Blending
Theory with Practical Applications

Dipayan Biswas

Abstract

We learn by example and by direct experience because there are limits to the adequacy
of verbal instruction. (Malcolm Gladwell)

In keeping with the spirit of the above quote, my teaching philosophy centers on
student engagement, experiential learning, and interactive methodologies as means
to facilitate overall learning. I also blend theory with practice, along with incorpo-
rating the latest cutting-edge research findings. These broad teaching philosophies
have shaped my approach in the courses that I have taught so far (Sensory Marketing,
Brand Management, Basic Marketing, Marketing Research, Marketing Management,
Global Marketing, and Digital Marketing, among others).

To elaborate, I have attempted to facilitate student engagement and experiential
learning through the use of a variety of different teaching methods and approaches.
Perhaps the most distinctive aspect of my teaching philosophy is that I emphasize
experiential-oriented teaching, whereby for many of my courses, I would partner up
with a company and have the students from my class apply the concepts learned in
class to actual real-world marketing issues/problems encountered by the company.
Incidentally, the recommendations made by the student groups have often led to
changes in marketing strategies by these companies. These real-world projects also
often lead to paid internships and job offers. So not only do students get to apply the
concepts learned in the classroom to real-world problems, on many occasions, they
get to actually work with the company to practically implement their ideas.
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As part of the experiential learning focus, I employ a variety of different teaching
methods to enrich the overall student-learning experience. For instance, I use a mix
of lectures, interactive class discussions, and brainstorming sessions. I also incorpo-
rate the findings from recent research. For instance, my class materials often include
synthesized materials based on recent research published in top journals (e.g.,
HBR/JCR/JM/JMR). Such an approach helps students to be updated on the latest
research and give them a competitive edge in their careers. While practical implica-
tions are of immense importance, it is equally important to understand the phenom-
enon and theory behind the practice. At the same time though, I blend ideas related
to best practices. Pretty much everything I teach in class is almost always linked to
some actual real-world business practices.

I should also emphasize that I encourage diverse ideas, and my philosophy is that
there are often multiple paths towards solutions for marketing problems. In that
regard, I encourage students to think critically and indulge in out-of-the-box think-
ing to come up with creative solutions to problems. They are encouraged to apply
their creative solutions not only to class discussions but also to the projects related
to the companies involved with the course.

In conclusion, experiential learning and involving companies and actual
real-world projects in the course curriculum are integral aspects of my courses and
overall teaching orientation.
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How Retailers in Ghana Position Themselves

Michael Nkrumah, Gertrude Osae-Addo, Charles Blankson, and Seth Ketron

Introduction

The contemporary landscape of the Ghanaian business environment is very different
from the landscape of over 20 years ago; therefore, determining how firms pursue
positioning strategies in Ghana is an important research task yet to be explored.
In addition, the relative congruence among intended, conveyed, and perceived
brand positioning has received meager attention in international marketing and
business literature. Relying on the concepts of positioning and congruence, the pur-
pose of this study is (1) to examine positioning strategies of indigenous and foreign
retailers in Ghana, an emerging sub-Saharan African country, and (2) to explore
whether there is evidence of fit among managerial decisions, actual firm practices,
and target audience perceptions of positioning strategies.

Accepting Hooley et al.’s (2012) assertion that positioning aligns consumers’
perceptions of competing offerings with respective firms’ unique strategies for
differentiation, managers have no choice but ensure fit between their actions and
consumers’ perceptions. Without congruence, positioning activities may not be
effective in achieving desired objectives (Young et al. 2009). The importance of
examining congruence in positioning activities of firms irrespective of the environ-
ment is long overdue (Blankson et al. 2014) and provides much of the inspiration
for this study.
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The study is also a step forward in the operationalization of the concept of
positioning in an emerging sub-Saharan African economy. This is the first compara-
tive study determining indigenous and foreign firms’ positioning strategies in an
international marketing context and is the first of its kind to diagnose congruence in
the positioning activities between managers, firms’ practices, and customers’ per-
ceptions in an African context. Without this knowledge, international marketers
interested in the Ghanaian marketplace may encounter difficulties and challenges in
their efforts of establishing, maintaining, or reframing market positions for their
offerings.

Using the Ghanaian retail domain as the context, we seek to address three
research questions: (1) what positioning strategies do firms pursue? (2) What are the
differences between foreign and indigenous firms’ positioning strategies? (3) Is
there evidence of fit between managerial intentions about their positioning strate-
gies, actual strategies employed, and target audience perceptions of firms’ position-
ing strategies?

Background

Positioning concerns the investigation of consumers’ perceptions with a view
of exploiting them to project a positive image of and generate goodwill around an
offering. Arnott (1992) claims that positioning encapsulates the deliberate, proac-
tive, and iterative process of defining, measuring, modifying, and monitoring con-
sumer perceptions of a marketable offering. Additionally, congruence (or fit) refers
to the quality of agreeing or coinciding (Webster Dictionary 2004). Nadler and
Tushman (1980) define congruence in the positioning context as “the degree to
which the needs, goals, objectives, and/or structure of one component are consistent
with the needs, demands, goals, objectives, and/or structure of another component”
(p. 40). Eckstein et al. (1998) clarify this relationship by adding that “congruence
requires ‘contiguous’ or ‘proximate’ social units” (p. 11). Eckstein (1998) claims
that congruence creates a condition of being in agreement and that congruence
sometimes denotes the act of being in harmony with something or being fit or suit-
able for a condition. In strategic marketing and specifically in the positioning realm,
congruence concerns the magnitude of correlations in judgments brought about by
activities that take place between intended and achieved brand positions.

The intention of marketers is to achieve congruence in positioning activities that
are in sync with target audience perceptions. Moreover, the quest for fit and attempts
at establishing and maintaining market positions for offerings reside among the
most critical strategic marketing actions undertaken in marketing management
(Hooley and Greenley 2005; Trout 2012). There is a paucity of research that empiri-
cally assesses the link among managers’ infended positioning strategies, translation
of strategies into actual marketing practices, and customers’ perceptions. In order
to predict the outcome of congruence, it is necessary to understand the existing
scenario (e.g., strategies, phenomenon) in question and the context within which
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congruity is being sought (Myers 2004; Young et al. 2009). Congruence in positioning
activities thus involves a degree of fit (Milliman et al. 1991), which will result in
improved performance (Hooley et al. 2012). Congruence in positioning activities
prevents misunderstanding in brand management (de Chernatony and McDonald
1994). De Chernatony and McDonald (1994) write that a successful brand manager
emphasizes matching products that the firm produces and sells with what the target
audience actually wants.

Given that establishment of a brand’s position in the marketplace is a long-term
process that requires massive investment in finance, advertising, and managerial
time, congruence in positioning strategies is not optional. In fact, congruence
is paramount for the success of the firm (Ries and Trout 1986; Fuchs and
Diamantopoulos 2010). Grounded on this rationale, although Blankson (2004) and
Blankson and Kalafatis (2007) offer empirical insight into patterns of congruence
among managerial decisions, communications, and target audience perceptions,
they lack explanatory power in that they make no distinction in actual firm (i.e., case
study) positioning practices, including those of foreign and indigenous firms in
emerging sub-Saharan Africa.

Context

Despite a weak infrastructure and economic challenges, recent indicators show that
the Ghanaian economy is growing on average at 5 % per annum, and the level of
inflation is now more manageable, around a 15-20 % annual average since 2000.
Observation of the marketplace reveals an influx of foreign firms originating from
China, France, India, Italy, the Netherlands, Turkey, the UK, and the USA, among
others. The liberalization of the economy, the ease of doing business (Doing
Business 2014), and the Ghanaian government’s policy of positioning the country
as a gateway to sub-Saharan Africa (Republic of Ghana 2014) appear to have paved
the way for the influx of foreign firms into Ghana. The Ghanaian marketplace, a
lower-middle income economy, thus represents a challenging but potentially fruitful
research domain (World Bank 2014; Economist 2007).

Methodology

Face-to-face interviews and overt, covert, and participant observation methods were
employed across two studies to assess the positioning of firms in the Ghanaian mar-
ketplace, using a major mall in Accra as the location of these studies. Six in-depth
case studies of retailers present in this mall formed the basis of the research. Three
of these retailers are indigenous to Ghana, while the other three are foreign-based
firms; the basis for this selection was to assess differences between domestic and
foreign firms in positioning within the Ghanaian marketplace.
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Study 1 involved covert, overt, and participant observation techniques. Following
Blankson and Crawford (2012), estimates were made of the money spent on
purchases. Prices and styles of clothing were assessed, and marketing collateral,
store ambience, and store display were examined (Jarratt and Fayed 2001; Dubois
and Gadde 2002). These observations provided implied knowledge about the rele-
vance of positioning strategies (see Pieters et al. 2010) in the Ghanaian market-
place. The overt observations followed the face-to-face interviews and lasted 30 min
each, while covert observations lasted 45 min each. The authors acted as customers
during the participant observations, which lasted 45 min each.

Study 2 involved face-to-face interviews with 15 managers across 6 stores in
addition to mall intercept surveys of target customers. The interviews were con-
ducted in January 2013 and in September 2013. The retailers include three indige-
nous retailers: the Accra Mall Pharmacy, Life Healthcare Clinic, and Galaxy
Perfumery. The three foreign retailers are Spendstre Photo Store, Shoprite, and
Barcelos Restaurant. A semi-structured interview approach characterized the dis-
cussions; the interviewers ensured that the discussion centered on firms’ positioning
and marketing activities (Omar 1997). The interviews with the managers lasted
between 30 min and 1 h and took place in the stores in non-contrived settings. With
permission, we recorded and took notes of the interviews.

Interviews with customers centered on questions regarding customer service,
responsiveness to customer queries and problems, attractiveness of service, products
and fixtures, quality of products, branding, perceptions about store brands, features
of product and customer service, stores’ promotion and sales-inducing tactics, and
general impression of the stores, including perceived marketing practices (Blankson
and Crawford 2012). The mall intercept was undertaken first in front of the selected
stores as customers entered and exited and second in the foyer of and entrance to the
mall. A random selection of 22 customers who patronized the selected stores partici-
pated in the survey. Interviews lasted between 35 and 45 min.

In view of the criticisms leveled against extant typologies of positioning strate-
gies (Kalafatis et al. 2000) because of the absence of empirically-derived consumer-
generated positioning strategies (Aaker and Shansby 1982; Crawford 1985; Ries
and Trout 2001), Blankson and Kalafatis’s (2007) empirically-based generic
consumer-derived typology of positioning strategies was adopted. Eisenhardt
(1989) supports the adoption of a priori constructs for emerging theory as a means
of shaping the initial design of theory building research. The rationale for adopting
this typology stems from the fact that it has been applied in the managerial/corporate
environment, and the typology exhibits reliability and explanatory power (Blankson
et al. 2008). In addition, we followed practices of case study research and analysis
suggested by Yin (2009) and Welch et al. (2010).

Results and Discussion

The findings show that three key positioning strategies are consistently employed
by the six retailers surveyed in this research: “service,” “reliability,” and “attrac-
tiveness.” This reflects firms’ targeting of lower to middle class customer groups.
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With the exception of Galaxy Perfumery (an indigenous retailer), no other retailer
pursues “top of the range” or “selectivity.” In addition, none of the retailers use a
“country of origin” positioning strategy. Incidentally, a comparison between the
indigenous firms and the foreign firms shows that while all indigenous firms employ
“brand name,” foreign firms lead in the pursuit of “value for money.” This shows
that competitive activities of both indigenous and foreign firms serve the purpose of
reaching the broader market and consequently achieving greater market share.

Conclusions and Implications for Theory and Practice

While the results reflect observation of indigenous and foreign retailers’ positioning
strategies in Ghana, it is fair to acknowledge the study’s descriptive and exploratory
foundation. The results must therefore be considered as a preamble to a robust study
aimed at providing normative guidelines for retailers. In addition, a longitudinal
study of positioning strategies employed by indigenous and foreign firms in other
industries in Ghana is recommended. Such data will provide rich information about
positioning activities over time and will subsequently enhance suggestions for nor-
mative guidelines. This study deals with the aggregate behaviors of a selected num-
ber of retailers, so the findings may be difficult to generalize across all retailers in
Ghana and emerging economies beyond. However, the remit of this study has been
to study positioning strategies and activities in typical and specific firm contexts
(i.e., using a case study approach), which has been overlooked in positioning
research in sub-Saharan Africa. Continued refinement, replication, and validation
of this study is important (Peterson and Merunka 2014) and could include a
comparison of firms from several emerging economies, as in the case of Oyedele,
Minor, and Ghanem (2009). Further study of this topic will extend knowledge of
positioning congruency in emerging markets, which provide a lucrative frontier for
firms looking to expand their international operations. Finally, future research
should be directed at determining the performance outcomes of positioning strate-
gies in Ghanaian firms.



Brand Africa: We and They

Penelope Muzanenhamo and David C. Arnott

Introduction

Research on consumer-brand interactions is often dedicated to the scrutiny of how
consumers relate to their brands and other users within the context of tangible product
(goods) brand usage, e.g., in subcultures of consumption (Schouten and McAlexander
1995), consumer tribes (Cova and Cova 2002), brand communities (Muifiz and
O’Guinn 2001; Schau et al. 2009), and online communities (Kozinets 2010), infer alia.
The tendency to focus on goods may be due to the capacity of such tangible products
to embody and convey meanings more effectively than intangible, service brands.
However even in this latter case, studies on consumer collectives appear to assume that
intra-group brand interactions are voluntary, thereby neglecting the analysis of “forced”
bonds. Investigating the less conventional but increasingly popular label “brand
Africa,” this chapter looks at how members of online African diaspora communities
relate to the “brand” and make sense of other members’ emotions and perceptions.
Based on the conceptualization of brands as socially constructed phenomena, a netno-
graphic, inductive theory development approach is adopted in this chapter.

Background

There is brand America (Anholt and Hildreth 2010), brand Europe (van Ham 2002),
the notion of Latin America which resembles a “brand” (O’Shaughnessy and
O’Shaughnessy 2000), and now there is brand Africa (Danish Institute for
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International Studies 2012). The term “Brand Africa” is not only gaining popularity
among social actors (from the United Nations down to individual Africans) but also
increasingly equated to the continent’s image. However, a brand is more than just its
image. A brand is a meaning that is socially created by members of a collective
(Muiiiz and O’ Guinn 2001) and ascribed to an entity such as place, person, idea, and
thing (Stern 2006). It is created to serve specific socioeconomic functions for dis-
tinct individuals and signifies a degree of clarity for both its stakeholders and the
brand’s value. In brand Africa’s case, it is semi-opaque or at best translucent as
opposed to transparently clear. Multiple questions have still to be addressed: What
does it mean? Who created it? Who owns it? Who most influences it? Who are its
stakeholders? How do stakeholders relate to the brand? What is Africa’s brand
value? Who derives value from the brand? And so on. These are among the numer-
ous questions deserving clarification, particularly because Africa is emerging as a
potential market of almost a billion consumers (Mahajan 2011). The increasing
attractiveness of Africa to global corporations and other investors provides a strong
incentive for a more rigorous analysis of brand Africa as an international market
participant. Furthermore, there is potential for the “brand” to contribute to market-
ing theory if questions pertaining to its potential value and stakeholders are
researched. Not all of the stated questions can be addressed simultaneously, but
clarity in the most basic issues concerning what the brand “is” and how its “stake-
holders” relate to it may clear the path for further investigations.

Research Methods

We conducted a 2-year, netnographic study of two online African diaspora com-
munities. The underlying research question was “What does the word Africa mean?”
and more specifically “What does it mean to its diaspora?” The African diaspora
was purposefully selected as the population of interest due to its inclusive nature
(investors, tourists, expatriates, students, professionals, “laymen,” etc.) and its offer-
ing a pool of varied and rich insights on the term. The sample selection process
lasted 8 months as the 150 potential sites were reduced to the two that best matched
Kozinets’ (2002) criteria of Relevance to the research question, High traffic flow,
Volume of postings, Level of interaction among members, and Availability of richly
descriptive data. Our selection of two communities was to permit a comparison of
views on common issues, to identify similarities and discrepancies and to explore
inconsistencies should they emerge. The communities are herein referred to as
AFDI and AFD2. The informants’ ages ranged between 18 and 65 years old with
an average of about 25 years. Most participants were based in the USA and UK with
a few dispersed across Canada, China, continental Europe, and India. We adopted
the netnographic approach since it allows easier, convenient but still substantive,
and representative access to such a globally distributed population. Informed con-
sent was sought within each community and pseudo names are used when referring
to our informants. Our work applied the inductive theory development techniques
of Glaser and Strauss (1967) to make sense of the accumulated data.
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Results and Discussion

Africa may be viewed as simply a cartographical label but the diaspora use the term
to allude to the continental inhabitants. Diasporan references to Africa revolve
around what the African people collectively do or do not do, which represents
African’s actions and ultimately what Africa is perceived to be. To exemplify:

... Africa could/should have it going on but honestly they lack the knowledge. I won’t say
they lack the intelligence... Their biggest issue is they don’t understand how to grow food
for themselves. Something that’s simple for most people but they just don’t have the creativ-
ity to start true farms and transport the food to their people in large scale... Africa is a
continent that really should be doing well. They have EVERYTHING (sic) and yet they have
nothing ... (Josh, Male, AFD2, 23/07/2011).

In his use of the term “Africa,” Josh is clearly alluding to a group of people,
people with the potential to prosper but who are hindered by a deficit of knowledge,
innovativeness, and entrepreneurial capacities. One implication is that Africans’ lack
of human capital is a barrier to both self-sustainment and progress. Africa is viewed
as being in a paradoxical situation where it is extremely deprived but in possession
of sufficient resources for growth and development into a global economic power.
Descriptions such as that offered by Josh (and not uncommon in the data set) reveal
a complex anthropomorphosis of Africa from which the concepts of poverty and
underdevelopment predominantly emerge. This process appears to blur the percep-
tual boundary between the indigenes and the place as a geographical entity. This is
in line with Gundry’s (1987) thesis that “... A city, like a region or a country or even
the whole world, may mean both its inhabitants and their dwelling place...” (p. 25).
More fundamentally, the diasporan portrayal of Africa highlights the symbolic rel-
evance of collective actions in the construction of place meaning. Those actions
signify something about the place which is then interpreted as what the place is.
Metaphorically, “...the people make the place...” (Schneider 1987) through what
they do and how they do it as perceived by outsiders. Fragmentation or social
conflicts may typify the group of actors and their activities which give a place its
visibility of, and then to perceptions about and meaning of, that place to outsiders.
However, perceivers appear to then generalize (stereotype) the undertakings as hav-
ing been enacted by the place as opposed to its people. To illustrate, we learn from
mainstream discourses about “the US sending troops to a region X to fight war
against terror,” or the USA electing the first African American president, or Brazil
electing the first female president, or of Scotland’s voting “No” on independence
from the UK (inter alia). These are all a blend of undertakings by political leaders
and ordinary people but little thought is given to the closeness of a vote or the argu-
ment about a decision in such information. They are loosely interpreted as the
actions of a place and therefore of what a place represents. Researchers may be
compelled to draw a fine line between the actors and their actions but such attempts
may have minimal, if any, impact on how individuals relate to the place in question.
They are happy to refer to a collective of individuals and their actions by the name
of their place of residence as if the actions were singular and unified, and viewing
the people and the place as synonymous.
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Linking our evidence in the field of branding, we claim that a collective brand
such as Africa is a people-centric concept: The meaning attributed to Africa derives
from the people and their actions (i.e., similar to how the meaning of a corporate
services brand is based upon the organization’s members and their behaviors as
perceived by outsiders (cf. Dall’Olmo-Riley and de Chernatony 2000). It is our
contention that brand Africa is primarily co-created by the Africans on the ground
through their collective actions but as experienced and interpreted by outsiders. This
is analogous to the evolution of a corporate services brand such JetBlue or Singapore
Airlines, as essentially an outcome of the corporation’s people and practices.

Our empirical analysis identifies two broad groups of diasporan individuals who
relate to Africa in opposite ways. While one group declares love for the continent,
another confesses hate. To cite one member: “... I love Africa... I love being an
African man but sadly so many of our brothers and sisters don’t feel the same”
(Neil, Male, AFDI1, 12/05/2012). In the most abstract sense, Neil feels a strong
emotional bond to both Africa and his social identity as an African man. He finds it
an unhappy experience that his love is not collectively shared among the African
diaspora. Often, individuals like Neil are either offspring of African émigrés or they
themselves were émigrés. By contrast, some of the diaspora particularly among
African Americans have a strong inclination to dissociate themselves from the con-
tinent. As one of the individuals reveals: “... I would never in my life claim anyone
or anything in Africa. I'm not African but I am black... I hate Africans...” (Norman,
Male, AFDI1, USA, 17/10/2010). Norman not only rejects any possible connection
to Africa but also suggests that his skin pigment should not be seen as symbolic of
his social origins or identity. He goes on to reveal his strong dislike for Africans in
an apparent attempt to fortify his self-concept. In response to such views, another
respondent points out that:

... I told you I have lived in the UK and USA before coming to Paris. I mix with both pure
and other so-called Africans everyday. Pure Africans, we aren’t ashamed of our continent.
A lot of European Africans aren’t either, but now go to the US, the African American has a
big crisis. I bet more than 90% will be happy if African was legally dropped from African
American. Why do I say that... An African American is ashamed of poverty... If Africa
improves to US’s standard of [life], all these AAs will walk around in an African flag. They
will rap about Africa (Mia, Female, AFD2, 22/05/2012).

Mia bases her assessment of diaspora—Africa interaction on the experiences she
accumulated through residence in three “most developed” countries. Differentiating
between “pure Africans” (i.e., African immigrants) and “other” Africans, Mia sug-
gests that some African Americans’ hate for and dissociation from Africa may be
due to the continent’s poverty. She attempts to make her belief more convincing by
envisioning an assimilation of African ideas and regalia into the African American
culture (e.g., music genre), likely to result from Africa’s progress towards the same
GDP level as the USA. It appears that an element of shame is an intertwining of an
individual’s self-awareness and self-concept with a sense of others like themselves
having failed (Lewis 1995). However, the potential diasporan shame stems not from
the idea that the person in question has failed, but instead from the knowledge that
she/he is attached to an entity that is evaluated and perceived as being unsuccessful.
Therefore, there is a strong desire to disconnect oneself from the failed object in a
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quest to protect one’s dignity and social status. The claim among some individuals
that “I’m not African” is an attempt to position the self as different from and supe-
rior to impoverished “others,” if not to establish oneself as a legitimate member of
a society in which one finds her/himself. In the field of sports fan psychology, this
idea has been labeled as CORFing or the casting or cutting off of reflective failure
(Cialdini et al. 1976). To our knowledge, this is the first example of such a dissocia-
tive concept appearing in the place branding or international marketing literature.

Again, situating our findings within the context of branding, we argue that an
individual’s bond to a specific brand may not always be initiated by the individual
but may be forced upon and cannot be terminated by that person. This resembles
Fournier’s (1998) notion of an arranged or forced marriage. Thus contrary to the
relationship or identity link between a corporate service brand and an employee, in
our context there is a form of permanence associated with an individual’s identifica-
tion with a place brand. This “forced marriage” may lead to repulsion and a continu-
ous, publicly fought battle by the individual to eliminate or dissipate the effects of the
undesired link. Some members of the African diaspora may despise their connection
with the place brand associated with their origin. We argue that this dimension dif-
ferentiates the individual-place brand interaction from other brand relationships, and
therefore has unique implications for managing a brand such as Africa.

Conclusion and Implications for Theory and Practice

Members of the African diaspora are often treated as key stakeholders with the poten-
tial to promote the continent’s socioeconomic growth. However, it is evident from
this research that diasporan views and emotions about Africa are far from homoge-
nous. This observation implies that marketers and policy makers may need to perform
more refined micro segmentation of the “diasporan market.” More fundamentally,
our analysis implies that collective actions are a source of brand value. The creation
of a globally competitive brand Africa demands shaping what Africans do locally,
regionally, nationally, and continentally in order to change perceptions within a global
context. In successful corporate service brands, leaders regard their people as a stra-
tegic asset to be invested in—indeed most top management teams leverage their
people’s intellectual capital, skills, and competencies. African leaders may need to
imagine Africa as a large corporation and commit resources to the development of its
human capital, entrepreneurial capacities, innovativeness, and value creation. If the
place is the people, leadership has a very crucial role in people-centric brand building.
However, future studies may seek to evaluate how and whether leadership and
ordinary people’s actions have a different impact upon the meaning of a place and
potential diaspora—place brand relationships. Another possible avenue of research
might be the exploring and evaluating specific and critical factors affecting brand
Africa. Our analysis, which is part of a 4-year research project, leaves us with the
strong sense that like “the mother of all brands,” i.e., America (Anholt and Hildreth
2004), the study of brand Africa will enhance our knowledge of such complex entities
and their roles and market competitiveness in an era of increasing globalization.



The Informal Economy and Marketing:
Reviewing Multidisciplinary Literature
and Advancing Future Research

Syed Tariq Anwar

Abstract

The literature on the informal economy remains rich in social sciences. At the same
time, the informal economy and its related topics have not been thoroughly investi-
gated in marketing. This chapter lays the foundation for a multidisciplinary review
that aims at multifaceted discourses and analysis. Future research in marketing can
benefit by looking at the informal economy and its multidisciplinary studies that
add value in research and practice. The informal economy can be defined as those
unreported and hidden activities that take place outside the legal domains and stan-
dard practices and may encompass shadow economy, underground economy, paral-
lel economy, illicit trade, black market, unregulated entrepreneurial activities, etc.
The informal economy takes different forms and shapes in the world economy and
impacts international markets and consumption.

The work reviews over 90 multidisciplinary investigations and their research
contributions that relate to marketing. Our common denominator regarding finding
studies was within the topic of the informal economy and its related areas. We also
used Web-based searches and indexes that complemented the literature. These cri-
teria helped in retrieving multidisciplinary literatures and reviews. The work spe-
cifically reviews and analyzes empirical and nonempirical investigations from the
areas of case-based research, country-specific studies, entrepreneurial networks,
institutions and regulatory issues, economic development, public policy, illicit
trade, and consumption. Additional areas include poverty at the base-of-the-
pyramid, economic development, and employment practices.

There are nine research topics in the informal economy that apply to marketing
and can be explored because of their relevance and timeliness. The topics include
consumers and consumption, employment and labor practices, entrepreneurship
and networks, illicit trade, corruption and bribery, developed/developing econo-
mies, and emerging markets. Also important are institutions, governance and
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economic development, regulatory environment and competition, public policy, and
poverty at the base-of-the-pyramid. Since research on the informal economy and
marketing remains sparse and disjointed, it is important to use those disciplines in
social sciences that add value to marketing. The informal economy spills over to
many disciplines of social sciences and takes various forms at the global level.
Preliminary findings of the work reveal that diverse array of investigations were
conducted in the informal economy which can be applied to marketing.



Service Firm Identification from an Qutsider’s
Or Better Yet an Immigrant’s Point of View

Emeka Anaza and Nwamaka A. Anaza

Abstract

To identify or not to identify! This study addresses this issue as it relates to service
firms, one’s profession and workgroup from the perspective of immigrant workers
in the USA.

Introduction

Work-based identity creation and the process of identification have become impor-
tant issues to study in both the management and marketing literatures (e.g., see
Ashforth et al. 2008; Cooper and Thatcher 2010; Vough 2012). This increased focus
on identity and identification research is largely due to the extant number of empiri-
cal studies that have associated employee identification with an array of beneficial
individual and organizational-level outcomes such as self-esteem (e.g., Bergami and
Bagozzi 2000), self-knowledge (e.g., Ashforth 2001), organizational citizenship
behaviors (van Dick et al. 2006), job satisfaction (e.g., van Dick et al. 2008), and
customer orientation (e.g., Anaza and Rutherford 2012). Understanding what, why,
and how multiple identifications occur in the workplace have also become critical
questions to ask as a way to better conceptualize the systematic process through
which individuals scan, interpret, and take action or make adjustments in their deci-
sions concerning work-related matters (Ashforth et al. 2008; Thomas et al. 1993;
Vough 2012; Weick 1995). Despite the existing research on workplace identifica-
tion, little is known about how the national identities of immigrant workers
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influence their workplace identification across multiple targets. This is particularly
critical to understand in service sectors where an immigrant’s identity is completely
tied to their ability to deploy service offerings and solutions to internal and external
customers. Since services are intangible, heterogeneous, inseparable, and perish-
able (Zeithaml et al. 1996), an immigrant’s home-country identity is intertwined
with their service performance, from the way they speak to the way they behave and
interact with their customers, coworkers, and managers. Therefore, the current
study attempts to identify the role of national identity as it relates to the identifica-
tion of African immigrants living and working in service firms within the USA.

Research Objective

To shed more light on this topic, the current study explores the underlying reasons
why foreign-born Nigerian immigrants working in the USA identify with key col-
lective and relational based targets. Two research questions are proposed to guide
this study’s investigation: (1) what are the accounts used to justify collective and
relational identifications? and (2) what differences exist among the various work-
place targets?

Sample

Data was collected with the aid of purposive and snowball sampling. Purposive
sampling was employed to recruit participants who are members of Nigerian and
African associations in the USA, whereas snowball sampling permits participants to
refer other Nigerian immigrants for the study. For eligibility, participants should
identify as Nigerian immigrants who have spent at least 5 years living in the USA.

Method

Based on the aim of this research study and its stated objectives, a qualitative
research methodology was deemed suitable because qualitatively grounded inqui-
ries allow for a logical and systematic research process that calls for close interac-
tions with research participants. Semi-structured face-to-face and phone interviews
were used to gather data from research participants.

References available upon request.
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Protecting Retailers Against Contagion:
Exploring the Shielding Role of Marketing
in the Negative Spillover of the Target
Customer Data Breach

Saim Kashmiri, Cameron Duncan Nicol, and Liwu Hsu

Abstract

The authors examine the effect of a major customer data breach at a US retail firm
on the market value of other US retailers. Using the massive breach at Target
Corporation in the year 2013 as their empirical context, the authors discover the
existence of a strong industry-wide contagion effect; the results from an event study
of 168 publicly listed US retail firms indicate that the Target breach resulted in
negative abnormal returns for other US retailers. The authors also explore the role
played by marketing factors in insulating some retailers from this contagion effect.
They find empirical evidence that retailers where the marketing function held a high
degree of influence in the top management team (TMT), those with strong market-
ing capabilities, and those with strong corporate social performance (CSP), experi-
enced less negative abnormal returns surrounding the news of the Target breach.
These results highlight the shielding benefit that strong marketing resources and
high corporate citizenship provide to retailers in the backdrop of an industry coun-
terpart’s customer data breach.
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Capable, Caring, Culpable? Retailer
and Supplier Responsibilities for Promoting
Healthier Eating

Marzena Nieroda, Peter McGoldrick, and Debbie Keeling

Abstract

Promotion of healthier eating (ProHE) gradually enters the range of perceived
responsibilities for retailers and suppliers (Ye et al. 2014). This logical extension of
CSR follows concerns about societal impacts of obesity, and mounting criticism of
marketing resources directed at unhealthy food promotion (Chandon and Wansink
2012). As consumers grow more aware of firms’ capabilities and CSR motives for
caring, they form expectations for ProHE (Golab et al. 2008). Thus, food marketers
have both need and competitive opportunities to be more proactive in their ProHE
actions. Neglecting this emerging CSR initiative could damage consumer loyalty,
corporate reputations, therefore long-term profits, while also risking further govern-
ment regulation.

We develop an integrative theoretical framework, drawing on both firm-level and
consumer-level theory. The resource-based view, CSR and blame attribution theory
underpin the research propositions. Building on relevant health promotion and CSR
literature, we identify relevant ProHE activities. Deploying blame attribution theory
(Weiner 1980), we hypothesize blame attributed to retailers and suppliers. Using
innovatively the tenets of resource-based view (RBV) (Wernerfelt 1984; Menguc
and Auh 2006) at the organization-type level, we hypothesize that perceived
resources and motives to “do good” of those different organization types will shape
consumer expectations of ProHE actions. Based on RBV and CSR theories, we
propose specific resources and motives of retailers and their suppliers that will
affect consumer expectations for ProHE activities initiated by those organizations.

The results of a multi-method, multistage study: (1) identified the relevant ProHE
activities for food retailers and suppliers; (2) indicated different levels of blame
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attributed to retailers and suppliers, thus supporting the strong relevance to these
organizations of supporting ProHE; (3) from literature, expert discussions with a
panel of food industry managers, and a “quasi-qualitative” study of 230 consumers,
verified ProHE actions, perceived resources, and corporate motives with the poten-
tial to shape ProHE expectations; (4) based on a preliminary consumer survey of
734 cases and a national US survey of 1006 cases, explored differences in ProHE
expectations relating to organization type (retailer and suppliers); (5) test the extent
to which perceived resources and corporate motivations help explain expected
ProHE actions; (6) suggest implications and opportunities for practitioners, policy
makers, and researchers.

References available upon request.



Exploring Factors that Influence US
Consumers’ International Online OQutshopping
(I00) Intentions at E-Tailers in Developing
Countries: Propositions

Bharath Ramkumar and Byoungho Jin

Introduction

Outshopping, the physical movement of consumers from their local trade area to a
neighboring region or oftentimes to a foreign country with the intention to shop for
goods, has been well documented in literature (Herrmann and Beik 1968; Lee et al.
2009). An unprecedented access to consumer goods online has further impacted this
phenomenon giving rise to International Online Outshopping (IOO), thereby
enabling the virtual movement of consumers to distant global marketplaces with the
click of a button. With online shopping increasing by the day among US consumers
in search of better deals and products on the World Wide Web, online retailers
(referred to as e-tailers from now on) in developing countries are successfully lever-
aging this opportunity to target these consumers effectively. The resulting 100
effect may leave domestic US retailers, both online and offline, with loss of sales
from these outshoppers. Though studies addressing cross-border outshopping exist
(Piron 2002), international outshopping through the Internet has been hardly exam-
ined. The purpose of this chapter is to identify and develop testable propositions of
factors related to US consumers’ intention to engage in 10O at e-tailers in develop-
ing countries. This study focuses on exploring factors influencing US consumers’
100 at developing countries’ e-tailers only, because factors pertaining to other
countries’ e-tailers might be different (Lee et al. 2009).
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Literature Review

This section first describes the three-phase evolution process of outshopping identi-
fied in literature. This is followed by the discussion of factors related to IOO intention
and subsequent propositions.

First phase—Outshopping: Traditionally, outshopping was operationalized as
the number of trips a consumer took outside the local market area in search of prod-
ucts (Reynolds and Darden 1972). A few decades ago, consumer and marketing
research identified such consumer market-patronage patterns as a key area to inves-
tigate since consumers’ switching behavior between local and neighboring market-
places affected local businesses. Studies profiled outshoppers as having high income
levels, no children, out-of-town charge bank accounts (Herrmann and Beik 1968).
In addition, shoppers who owned a home, were educated, physically fit and formed
negative attitudes towards local merchants were seen to indulge more in outshop-
ping (Hawes and Lumpkin 1984). Apart from individual characteristics, market-
place characteristics such as inadequate assortment of products and dissatisfying
service levels were also identified as factors contributing to consumer outshopping
(Reidenbach et al. 1984). At this point, outshopping research was restricted to rural
or urban regions in the USA.

Second phase—Domestic online outshopping: The domestication of Internet and
the open access to a national marketplace resulted in the exponential increase in
online shopping wherein online retail sales towards the end of the century crossed
$15 billion annually (USDC 2001). With the Internet playing a major role in con-
sumer shopping for various products, the outshopping phenomenon applied to
online shopping activities as well, with similar consumer motivations and ill effects
on local retailers. Studies identified in-home shopping preferences, negative support
for local retailers, and time pressure as key factors contributing to online outshop-
ping behavior (Lee et al. 2009). Additionally, the adverse effect of such online out-
shopping behaviors on brick-and-mortar retailers was also heightened. On the other
hand, this new mode of economic trade also introduced emerging opportunities for
retailers who could expand their operations through the new virtual medium
(Lennon et al. 2009).

Third phase—Cross-Border or International outshopping: With globalization
imminent, retailers increasingly exposed consumers to a variety of new and innova-
tive products, the availability of which remained spread throughout the global mar-
ketplace (Alden et al. 2006). The decrease in global travel costs encouraged
consumers’ cross-border outshopping activity. The activity of cross-border shop-
ping between the USA and Canada elicits this phenomenon where consumers from
both countries consistently cross the border to shop for products like food, medi-
cine, and gas that are relatively cheap in the other country owing to the temporary
shifts in exchange rates (Asplund et al. 2007). Other factors related to such interna-
tional outshopping behaviors observed in prior studies include quality of product,
quality of service, fashion consciousness, perceived expressiveness towards foreign
products, and outshopping enjoyment (Guo and Wang 2009; Wang et al. 2010).
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The emerging phase—International online outshopping (I00): A recent market
report revealed that about 34.1 million US consumers engaged in 10O in 2013
spending close to $40.6 billion (Paypal 2013). This number is expected to rise to
41.8 million consumers spending $80.2 billion on foreign e-tailers by 2018. In real-
izing the opportunities posed by potential online shoppers in the USA, e-tailers in
developing countries like China are increasingly targeting these consumers. Almost
60% of US online outshoppers purchased from developing countries’ e-tailers such
as Gofavor and Aliexpress.com in 2013. Considering these figures and the recent
attention received from popular media, the impact of IOO on domestic US e-tailers
and the economy could be overwhelming. However, there is a significant lack of
studies that explore factors contributing to the IOO intentions of US consumers at
these developing countries’ e-tailers.

Factors Influencing 100 and Propositions Development

This chapter identifies factors related to US consumers’ IOO intentions at develop-
ing countries’ e-tailers. Below discusses propositions using each factor.

Brand Consciousness: Brand consciousness refers to the tendency of a consumer
to choose brand name products that are popular, well-known and highly advertised
(Sproles and Kendall 1986). Online retailers in developing countries like China
offer products originating from local manufacturers (Gu 2013), whose brand names
are mostly unknown to the US consumer. This means that US consumers engaging
in IOO are not necessarily looking for branded products since such products are
readily available in their domestic marketplace. Therefore, it is postulated that US
consumers’ intention to purchase from a developing country’s e-tailer may be
inversely affected by their level of brand consciousness.

P1: US consumers’ brand consciousness will negatively influence their intention
to engage in 100 at developing countries’ e-tailers.

Price Consciousness: Price conscious consumers are typically those who are
primarily concerned with the cost associated with acquiring a product (Sproles and
Kendall 1986). In outshopping literature, Piron (2002) found price to be a key rea-
son for consumers to travel cross-border in order to shop for food-related products.
The products sold by many e-tailers in developing countries are predominantly
manufactured in their home country, enabling the price of goods to be relatively
low. This makes it possible for these retailers to offer heavy price discounts and free
shipping options, making the overall cost of acquisition of a product relatively low.
Building on this, this study posits that price conscious US consumers, due to their
access to low-priced products at developing countries’ e-tailers, will have a higher
100 intention.

P2: US consumers’ price consciousness will positively influence their intention
to engage in 100 at developing countries’ e-tailers.

Desire for unique consumer products (DUCP): “Consumers differ in the extent
to which they hold as a personal goal the acquisition and possession of consumer
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goods, services, and experiences that few others possess” (Lynn and Harris 1997,
p. 602). This attraction towards unique products could trigger the need to reach out
to newer venues to acquire these products. A study conducted by Burns and Warren
(1995) showed that consumers’ motivation to shop at a regional shopping mall out-
side of one’s area of residence may be prompted as an expression of the individual’s
need for unique products not readily available in the local marketplace. Guo et al.
(2006) suggested a similar relationship in the international outshopping motivations
of Mexican consumers to the USA. Given the myriad product varieties available at
developing countries’ e-tailers, US consumer’s desire for unique products can result
in their engagement in 10O at those e-tailers.

P3: The desire for unique consumer products will positively influence US con-
sumer’s intention to engage in 100 at developing countries’ e-tailers.

Trust in foreign website: A multidimensional concept, trust, has been shown in
prior ecommerce studies to be an important factor that can decide consumers’ pro-
clivity to shop from a particular website. Studies have shown that the development
of consumer trust on online retailers is substantially more difficult than on offline
retailers (Bhattacherjee 2002), with perceived reliability of foreign retailers being a
strong predictor of propensity to outshop (Wang et al. 2010). Moreover, Cyr et al.
(2005) found that US consumers exhibited more trust on local websites than on
foreign websites. This implies that consumers’ engagement in IOO will be highly
channeled by the level of trust that they perceive at a developing country’s e-tailers.
Therefore, the proposition follows that,

P4: US consumers’ trust in a foreign website will positively influence their inten-
tion to engage in 100 at developing countries’ e-tailers.

Frequency of domestic online shopping: In predicting consumers’ intentions to
purchase products through the internet, Balabanis and Vassileiou (1999) found that
consumers who had a higher frequency of engaging in non-internet modes of shop-
ping (in-store, catalog etc.) were more likely to purchase from a website. This find-
ing suggests the influence of consumers’ prior shopping experience in a familiar
shopping mode (like domestic websites) on the acceptance of a newer mode of
shopping (like foreign websites). Though domestic online shopping has been around
for a couple of decades, international online shopping is relatively new. Stemming
from this notion, the present study posits that US consumers’ engagement in IOO at
developing countries’ e-tailers will be higher in those who have prior experience
shopping through domestic websites than those who do not. Therefore the following
is proposed.

P5: US consumers’ frequency of domestic online shopping positively influences
their intention to engage in 100 at developing countries’ e-tailers.

Ethnocentrism: Consumer ethnocentrism is related to the beliefs held by con-
sumers about the appropriateness, and morality of purchasing foreign-made prod-
ucts (Shimp and Sharma 1987). In previous studies, consumer ethnocentrism has
been applied to explain consumers’ approach towards outshopping. Frequent inter-
national outshoppers have been found to typically score low on ethnocentrism
(Piron 2002), suggesting that US consumers who purchase foreign products do not
necessarily support the notion that “purchasing a foreign-made product is
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un-American.” Based on this, this study posits that the same notion will apply to
international online outshopping settings.

P6: US consumers’ ethnocentrism will negatively influence their intention to
engage in 100 at developing countries’ e-tailers.

Conclusion and Implications

This chapter identified brand consciousness, price consciousness, desire for unique
consumer products, trust in a foreign website, the frequency of domestic online
shopping, and ethnocentrism as possible predictors of US consumers’ 10O inten-
tion at developing countries’ e-tailers. In providing theoretical implications, these
propositions will expand the understanding of predictors that may apply specifically
to IOO namely, trust in foreign website and frequency of domestic online shopping.
It is important to call for empirical studies in this newly emerging area of marketing
research to test these factors, thereby adding substantive understanding to existing
outshopping literature.

Future studies testing the proposed propositions will provide domestic e-tailers
with ways to preventing domestic consumers from outshopping and encouraging
international consumers to shop from US e-tailers. In specific, it will help US retail-
ers pinpoint the characteristics of their customers who purchase from developing
countries’ e-tailers resulting in loss of potential revenues for the domestic retailers.
In addition, US e-tailers can learn from the strategies of these foreign websites in
targeting potential consumers in foreign markets thereby achieving economies of
scale and scope. Though large American e-tailers like Amazon and eBay operate in
foreign markets, there are a number of smaller e-tailers who, due to the lack of capi-
tal, are unable to do so. These smaller US e-tailers can gain insights as to selling
products directly to foreign consumers the way developing countries’ e-tailers suc-
cessfully do.

Reference available upon request.
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An Examination of the Role of Objective Self-
Awareness on Cosmetic Surgery Motivations

Atefeh Yazdanparast

Abstract

Sociopsychological research over the past four decades provides robust evidence for
the existence of a pervasive physical attractiveness stereotype, illustrated by the
phrase what is beautiful is good (Dion, Bersceid, and Walster 1972). Accordingly,
individuals place particular importance on their personal appearance and try to
improve their self-representations (Foustanos et al. 2007). Cosmetic surgery, consid-
ered to effectively contribute to the improvement of physical attractiveness, is one of
the fastest-growing medical practices in the world (Pentina et al. 2009). However,
consumer research literature on this topic is extremely sparse (Slevec and Tiggemann
2010). The present research aims to address the question of what motivates individu-
als to pursue cosmetic procedures. Objective self-awareness (OSA) is the theoretical
basis for this research, as it provides a better understanding of the reasons why
people conform their beliefs and behaviors to those of the larger society.
According to OSA theory, just as people can apprehend the existence of environ-
mental stimuli, they can be aware of their own existence. The state of OSA initiates
a self-standard comparison process in which individuals evaluate the self in relation
to relevant standards (i.e., mental representation of correct behavior, attitudes, and
traits). Congruity between self and standards generates positive affect, which
rewards actions that established congruity (Duval and Silvia 2001), while discrep-
ancy generates negative affect which motivates a different series of actions. In the
context of cosmetic surgery decision-making, the discrepancy between one’s
appearance and standards of beauty may motivate the individual to pursue cosmetic
procedures in order to close the experienced gap. The perceived gap, however,
could depend on individual’s body—esteem. Body esteem is related to chronic per-
ceptions of one’s appearance and is defined as individuals’ general feelings and
attitudes (as opposed to state opinions) about their body and appearance (Mendelson
et al. 2001). Moreover, propensity for appearance enhancement, a surface trait that
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creates enduring dispositions to act within the specific context of appearance
enhancement (Mowen 2000), influences the motivation to undergo cosmetic proce-
dures and thus, is considered as the underlying mechanism.

The study was a 2 (OSA vs. no-OSA)x2 (low vs. high body-esteem) between sub-
jects design in which objective self-awareness was manipulated and body esteem was
measured (N=152 undergraduate students). The results indicated that individuals’
body esteems interact with their state of objective self-awareness, and that individuals’
enduring disposition to appearance enhancement is the underlying mechanism.
For those with low body-esteem, increased focus on appearance (as a result of OSA)
will lead to higher motivation to pursue cosmetic procedures. When low body-esteem
individuals are not self-aware, however, their motivation to purse cosmetic procedures
is significantly lower. The results contribute to extant research on cosmetic surgery
decision-making and have practical contributions for consumer welfare.

References are available upon request.



Activating Multiple Facets of the Self:
Identity-Signaling and Brand Personality

Marilyn Giroux and Bianca Grohmann

Abstract

With the growing importance of branding strategies, it is important for companies
to connect more with consumers and to create emotional brand connections (Malér
et al. 2011). In the past years, one strategy that companies widely used to stimulate
brand connections was the symbolic and self-expressive purposes of their brands.
Products present utilitarian and symbolic functions (Park et al. 1986) and consum-
ers use and buy products to construct, confirm, and express their personal and social
self-concepts (Kleine et al. 1993). Past research has demonstrated that individuals
can use brands to identify with a specific reference group (Escalas and Bettman
2005), to differentiate themselves from undesired groups (Berger and Heath 2007,
White and Dahl 2006) and to boost their self-esteem (Sirgy 1982).

In this perspective, it is essential to understand how brand personality can relate
to the different facets of the individuals to increase the self-brand connections for the
company and examine how consumers express different facets of their identity
through diverse brand personalities to form connections with brands. For example,
does the rugged and outlaw brand personality of Harley-Davidson reach more the
dissociative part of our identities, while the exciting and cool aspect of Apple trigger
more the in-group identification of consumers? Drawing on the literature on per-
sonal and social identity, this chapter investigates the effects of the desired facet of
identity on the self-brand connections for different brand personalities to determine
how brands can focalize on the bonding between the brand and the self-concept.

Two studies were conducted to test the diverse hypotheses. In the first study, a
survey (N=823) was conducted with 20 real brands identified as representing
strongly one dimension of the brand personality. Participants were randomly
assigned to one brand that represents a particular brand personality. In the second
study, the authors manipulated brand personality by asking people to think about a
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brand that has traits related to a specific brand personality. This experiment (N=164)
also examined the impact of the different facets of brand personality on self-brand
connections. The results from these two studies demonstrated that all the identity
facets have strong positive relationship with self-brand connections, except out-
group differentiation. Specifically, actual self-congruence, ideal self, in-group asso-
ciation, and role identity positively influence consumers connections with brands.
The results also demonstrate that the brand personality moderates the impact of
each identity facet on self-brand connections. These two studies demonstrate that
relating to identity facets is quite important in order to create strong self-brand con-
nections, but the matchup between the right brand personality and the identity facet
can result in deeper and richer self-brand connections.

In conclusion, the present research expands our knowledge about the role of self-
expression motives by demonstrating that its effects on self-brand connections for
different brand personalities. This chapter sheds light on the effect of self-expression
motivations and identity facets on the self-brand connections for different brand
personalities. Finally, from a managerial perspective, those findings could be inter-
esting in terms of brand positioning and brand communications.

References available upon request.



Absinthe: an Exploration of the Role
of Mythology and Ritual in Market Revival

Lauren L. Labrecque, Garret M. Warr, and Joseph Labrecque

Introduction

Absinthe, a once wildly popular spirit, was banned at the turn of the twentieth cen-
tury as a consequence of its purported hallucinogenic effects. Now after nearly a
century-long prohibition, recent de-restrictions in Europe and the Americas have
allowed the opalescent green drink, nicknamed “the Green Fairy,” to return to the
marketplace. This research uses netnography and content analysis as tools to help
understand the historic marketability and consumption of this product and to reveal
current consumption behaviors.

Brief History of Absinthe

Absinthe is a spirit made from distillation of a variety of herbs, which specifically
includes Wormwood (Artemisia absinthium), green anise, and fennel. The birth of
absinthe is commonly credited to the French physician Pierre Ordinaire; however,
the medical consumption of Wormwood can be dated back to antiquity. According
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to legend, Dr. Ordinaire fled France during the revolution and settled in Val-de-
Travers Switzerland, which became one of the epicenters of absinthe production.
After the death of Dr. Ordinare, the recipe fell into the hands of Henri-Louis Pernod
who then established commercial production in Pontarlier France in 1797. Fueled
by a rising interest in anise-flavored spirits, which many attribute to wormwood
spirits consumed during the French-Algerian war, coupled with a drastically reduced
production of wine due to the devastation of vineyards by phylloxera insect, absinthe
production and consumption exponentially grew throughout France and other parts
of Europe (the annual per capita consumption of absinthe in France grew 15-fold
from 1875 to 1913).

During its heyday, absinthe gained notoriety through the consumption by many
famous literary and artistic figures. Literary figures who were inspired and included
absinthe in their work include: Guillaume Apollinaire, Charles Baudelaire, Ernest
Hemingway, Jack London, Arthur Rimbaud, Paul Verlaine, Oscar Wilde, and Emile
Zola. Notable artists inspired by the Green Fairy include: Edgar Degas, Paul
Gauguin, Edouard Manet, Pablo Picasso, Henri de Toulouse-Lautrec, and Vincent
Van Gogh (some attribute his famous ear severing to absinthe consumption).

The temperance movement vilified the spirit and winegrowers supported their
cause as the increase in absinthe consumption had taken a heavy toll on the wine
industry. Support from the medical community coupled with the sensationalism of
absinthe’s role in a 1905 gruesome family murder by the family’s drunken patriarch,
Jean Lanfray, further fueled the movement to ban the Green Fairy. The movement
was successful as countries across Europe began banning the spirit and by 1914
absinthe’s major producer and consumer, France, followed suit essentially destroy-
ing the absinthe market.

Legalization and Resurgence

Rekindled interest in absinthe began in the 1990s. During this time many countries
across Europe reassessed wormwood’s inclusion in food and beverage, resulting of
a lift on the ban on absinthe. A lift of the US ban, mainly fueled by representatives
from Lucid and Kiibler brands, followed in 2007. See Fig. 1 for an overview of
legalization.

Research Methodology

For the first phase, framing theory and methods guided our data collection (Benford
and Snow 2000; Humphreys 2010; Matthes and Kohring 2008). We selected this
methodology and viewpoint as it allows us to examine changes in cultural and polit-
ical discourse over a period of time. This suits our objective—to gain an
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understanding of the creation, death, and rebirth of the absinthe market (Humphreys
2010). Data sources for this phase included newspapers, posters, and other print
commentary related to absinthe from the pre-ban era (1908 ban in Switzerland—1914
ban in France) to the revival (late 1990s—current day).

In phase two, we utilize a netnographic approach (Kozinets 2002, 2009) to
guide data collection, analysis, and interpretation. Online communities (e.g., http://
wormwoodsociety.org and http://www.feeverte.net/) and social media groups
(e.g., Absinthe Originals Facebook group) related to absinthe were selected as data
collection sites. Our driving goal for this phase is to examine consumers’ motiva-
tions for consuming absinthe and to gain an understanding of the absinthe
community.

Initial Findings
Mythology

Many of our initial findings center around the importance of mythology (Belk and
Tumat 2005; Levy 1981) in absinthe’s revival. Modern absinthe consumers often
remark how the intrigue of absinthe’s origins, its ability to inspire famous artists and
writers, along with proclamations of its adverse effects (hallucinogenic properties)
and eventual ban fueled their desires to experience the drink. These myths continue
to perpetuate through modern absinthe commentary primarily originating from
media mentions (e.g., television news segments, New York Times articles) and
inclusions in film (e.g., Moulin Rouge, Bram Stoker’s Dracula).

The Importance of Ritual

Community members often note the importance of ritual in absinthe consumption.
It appears that many find the preparation ritual to be as important as the consump-
tion of the product. The traditional ritual entails diluting the spirit with cold water
by slowly dripping the water with the assistance of an absinthe fountain, pitcher, or
brouilleur. As the water dilutes the spirit, oils are dispersed, resulting in the drink’s
hallmark opalescent appearance (louche). The process is often referred to as
“louching.” Optional to the ritual is the inclusion of a slotted spoon placed on the
glass, which may be topped with a sugar cube for added sweetness. Community
members will share images and descriptions of the ritual and their preparation
accessories. Many members showcase their accessory collections (spoons, foun-
tains, pitchers, etc.) and applaud other members for their presentation of the
ritual.
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Community Role in Maintaining Authenticity and of Dispelling
of Myths

Our netnographic research reveals the tight-knit nature of the absinthe community.
Members are welcoming, but also play a serious role in maintaining the purity of
information disseminated within the community and beyond by dispelling myths and
misconceptions. Any false information, such as absinthe’s ability to induce hallucina-
tions, is quickly discredited. Our analysis highlights the communities members
efforts to keep the product and consumption ritual authentic. Members will quickly
warn newcomers regarding fake absinthe (absinthe not containing the quintessential
trinity of base herbs, including Artemisia absinthium) or improperly created products
using nontraditional methods of production. The authenticity of the ritual is another
topic that community members attempt to protect. A secondary preparation method,
popularized in the Czech Republic, the ignition of an absinthe soaked sugar cube atop
of an absinthe spoon which is then mixed into the spirit, and the consumption of the
unprepared extraction a shot glass. Members educate others on the authentic louching
ritual and will share media mentions that purport the unauthentic Czech ritual.

Marketer Capitalization of Myths

Lastly, initial findings of our framing analysis show that some manufacturers are
capitalizing the purported psychotropic effects of the drink, which drove the initial
ban, as a part of their marketing strategy. We find that while this effort to reestablish
absinthe’s former taboo reputation through misleading package design and advertis-
ing has helped fuel absinthe’s resurgence in some markets, it may also be a hinder
to widespread adoption.

References available upon request.



Revisiting the Self and Exploring Its Role
in Identity Formation

Obinna Obilo, Bruce Alford, and David Locander

Abstract Like all scientific endeavor, our quest for truth regarding The Self
requires continuous successful approximations of some objective construct that is in
fact the self. Many such approximations have been put forth over time, each con-
tributing in a significant way, to our current understanding of the self. This research
is one such endeavor that revisits the previous conceptions of the self (including
views from behaviorism, psychoanalysis, social interaction, information process-
ing, etc.), and tries to extract value from each in putting forth a more complete
model of the self. The more complete explanation examines how the different pos-
ited sub-facets that constitute the self interact with each other, in the process of
determining consumers’ behaviors, and ultimately, their value-seeking endeavors
on the path to consummation.

This research posits that the concept of identity consists of: a (1) material facet
which comprises everything that makes up our physical being/body, including our
physical possessions which are extensions of us Belk (1988), a (2) cognitive facet
which contains all of our possible mental representations of what or who we are,
and an (3) affective facet which includes our affective responses to different
interactive contexts we encounter in our daily lives. In order to generalize identity
then, we can assume that the facets are represented by the equations:

Identity (I) =Material (M) + Cognitive (C) + Affective (A), where:

M =imi‘C=ici,A =Zn:a,.
i=1 i=1 i=l1
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Where M represents the material facet and m; represents whatever aspects of that
facet that a particular identity requires; similarly for the other two facets. To further
generalize then, we posit that the self is the combination of all the different identi-
ties (in any combination of facets) that constitutes any individual:

n n n
1, :Zmi +Zc,. +Za,-
i=1 i=1 i=1
tn ln In
I, :me +Zc[ + Za[
i=1 i=1 i=1
ln ln l"
SELF =1 " :;m" " ;C" " ,Z:l:ai

n n n
I, :Zm,. +ZC,. + Za,.
i=1 i=1 i=1

**References available upon request.



Session 4.4
Marketing Communications:
A Cultural Perspective



Will They Walk or Will They Talk?
Comparing Chinese and American Consumers

Anjala S. Krishen, Han-fen Hu, and Jordan Gunderson

Abstract

As the business world becomes less company driven and more customer-oriented,
increasing loyalty becomes a critical factor to building a successful company (Zahay
et al. 2012). Such loyalty is not easy to earn, but in the increasingly socially con-
nected world, customers who are brand advocates serve as a key marketing tool
(Sen and Lerman 2007). In effect, as a free resource that consumers can avail of at
any time and from multiple sources, word of mouth (WOM) not only allows cus-
tomers to tell their consumption stories and share their opinions, but it also allows
them to research a seemingly independent view of a business (Moore 2012). As
such, research abounds on the motivations driving WOM, whether positive or nega-
tive, such as self-enhancement, anger and retaliation, altruism, brand love, and
many others (De Angelis et al. 2012).

Our chapter builds on existing literature by comparing the triggers for consumer
satisfaction and WOM between Chinese and American consumers. We seek to fur-
ther understand the drivers for positive or negative WOM in the two distinct cul-
tures. We conduct an experiment using consumption type (hedonic vs. utilitarian)
and service experience (positive versus negative) as our between-subject manipula-
tions on 137 Chinese and 130 American consumers. Our findings indicate that con-
sumers perceive higher level of satisfaction and switching cost, as well as provide
higher WOM for positive than for negative service experiences. The relationship
between service experience and switching cost is further moderated by consump-
tion type and culture. Overall, our research offers an experimental view of consumers
and how they react to negative and positive service experiences and hedonic versus
utilitarian consumption types.
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Integrated Marketing Communication (IMC):
Conceptual and Theoretical Lacunae,
Foundational Premises, and Framework

Sreedhar Madhavaram, Vishag Badrinarayanan, and Pelin Bicen

Abstract

Over the last four decades, several researchers have investigated the concept of inte-
grated marketing communication (IMC). Particularly, in the last decade, IMC as a
research area has generated a lot of debate, led to intellectual discourse, and overall,
contributed to the evolution of IMC. This is reflected in about 150 research articles,
400 books, three special issues by Journal of Advertising, Journal of Advertising
Research, and Journal of Business Research, and a journal entitled International
Journal of Integrated Marketing Communications. Furthermore, several universi-
ties (e.g., Florida State University, Northwestern University, University of Denver,
and West Virginia University) have instituted undergraduate and graduate IMC pro-
grams. In fact, 31 universities across the world offer IMC programs (Kerr et al.
2008). However, these developments notwithstanding, IMC remains a controversial
and theoretically underdeveloped domain within the marketing literature.

Overall, there is consensus that the area of IMC needs theoretical and empirical
attention from researchers. Almost a decade since Schultz (2005) noted that IMC
research is in the developmental stage, much work still remains. Duncan and
Mulhern (2004) observe that it is important to advance the body of IMC knowledge
through empirical research. In summary, while the concept of IMC and its broad
scope enjoy considerable awareness and acceptance, there is little consensus among
researchers on the conceptualization of IMC and the corresponding theoretical
issues. Accordingly, IMC strategy that can assist decision-makers in accomplishing

S. Madhavaram (<)
Cleveland State University, Cleveland, OH, USA
e-mail: s.madhavaram @csuohio.edu

V. Badrinarayanan
Texas State University, San Marcos, TX, USA
e-mail: vb16@txstate.edu

P. Bicen
Penn State Erie, Erie, PA, USA
e-mail: pxb40@psu.edu

© Academy of Marketing Science 2016 335
K.K. Kim (ed.), Celebrating America’s Pastimes: Baseball, Hot Dogs, Apple

Pie and Marketing?, Developments in Marketing Science: Proceedings of the

Academy of Marketing Science, DOI 10.1007/978-3-319-26647-3_70


mailto:s.madhavaram@csuohio.edu
mailto:vb16@txstate.edu
mailto:pxb40@psu.edu

336 S. Madhavaram et al.

specific objectives is still in infancy. Therefore, there is a need for systematic
research that answers the following questions: What are/ should be the foundational
premises of IMC theory? What are the characteristics of IMC? What are the ante-
cedents and consequences of IMC?

Toward answering these questions, this research is an attempt toward developing
a theory of integrated marketing communication. After identifying several concep-
tual and theoretical lacunae in IMC research, this chapter provides a new conceptu-
alization, foundational premises, characteristics, antecedents, and consequence of
IMC. Specifically, we conceptualize IMC as a set of processes that includes the
planning, development, execution, and evaluation of coordinated, measurable, per-
suasive marketing communication programs for specific brands and target segments
that, in turn, exhibit higher levels of consistency, interactivity, efficiency, and syn-
ergy. This research provides a robust foundation for researchers to build on and for
pedagogical purposes. In addition, the proposed IMC theory provides foundations
for developing normative imperatives (prescriptive statements) that aid decision-
makers in firms.

References available upon request.
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A Preliminary Examination into
the Motivating Factors of Crowdfunding
Backers

Mya Pronschinske Groza, Mark D. Groza, and Luis Miguel Barral

Abstract

Crowdfunding is a phenomenon in which entrepreneurs are able to garner financial
backing for ideas from a nontraditional source. Entrepreneurs are no longer con-
fined to seeking financing from large banks and (or) angel investors (i.e., venture
capitalists). Rather, individuals with innovative ideas can now seek financial
resources directly from the public through the practice of crowdfunding. Scholarly
research in this emerging area has not kept pace with its growth in practice. Since
crowdfunding cannot exist without the willingness of individuals to invest in proj-
ects, it is important to clearly understand the motivating factors of the investors.
This research analyzes an important group of crowdfunding stakeholders—the
backers or investors of the project. Understanding what motivates these individuals
to support an entrepreneur is the guiding question of our research. The purpose of
this chapter then is to provide insight into the phenomenon of crowdfunding by
examining the factors that lead individuals to support projects developed by
entrepreneurs.

This research develops original hypotheses on factors that affect one’s decision
to back. We suggest that variables central to the backers themselves influence the
level of funding offered to a project. Additionally, how the backer perceives and
evaluates the promoter are suggested to be important factors for backers. We also
suggest how the project is structured, that is what the backer is going to receive will
influence their level of funding. Based on a large-scale survey conducted with the
Spanish crowdfunding platform, Lanzanos, our data analysis provides rich tests of
theory in a substantive domain.

Turing to the hypothesized variables, we find that a backer’s economic condition
influences how much they will give to support a project. This suggests that promoters
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and platforms administrators alike should work to appeal to potential backers who
are secure in terms of their personal finances. While a shared nationality with the
promoter did not influence backers, individual backers did provide more funding to
projects promoted by people they did not know (compared to those they did know).
This finding suggests the success of individual projects and of crowdfunding as a
whole may be predicated on attracting investments from individuals beyond the
personal network of promoters. Promoters should work to create projects that can
generate investments from strangers as opposed to soliciting backing from friends
and family. Additionally, projects that involve a pre-order or option to purchase
equity stake garner higher support from backers. The study provides several impli-
cations for entrepreneurs.

References available upon request.



The Influence of Producer—Supplier
Exchanges and Environmental Dynamics
on NPD

Ellen Thomas and Michael Obal

Introduction

The influence of producer—supplier collaboration on new product development
(NPD) performance has increasingly become a popular topic in academe and prac-
tice. However, our understanding of what leads to collaboration success remains
limited. While it is clear that suppliers are becoming an integral part of the design
team (Enkel et al. 2009), research regarding performance benefits is fragmented
(Johnsen 2009). Many studies find a positive relationship between supplier integra-
tion and performance (Lawson et al. 2009) while others show either no relationship
or a negative relationship (Koufteros et al. 2005). Further, while external environ-
mental factors may influence internal strategic decisions, it remains unclear how
these antecedents influence producer—supplier relationship factors, such as trust and
knowledge sharing, which subsequently influence NPD success (Bstieler 2006). A
more nuanced understanding of how producer—supplier collaborations impact NPD
performance is necessary.

For some time, scholars have relied on the resource-based view (RBV) of the
firm to explain superior firm performance through unique, idiosyncratic, tacit, and
inimitable resources (Barney 1991). Despite its contribution, RBV has been criti-
cized because internal resources alone may not account for differences in firm per-
formance (Lavie 2006). This chapter is consistent with those who claim that an
expanded resource-based view (ERBV) of the firm should be used to account for
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organizations that operate in a networked environment (Squire et al. 2009). We use
the ERBV to emphasize the need to consider the impact of producer—supplier inte-
gration on producer performance. We contribute to the ERBV framework by inte-
grating knowledge sharing and new product development research.

To that end we address two important research questions in the hopes of better
understanding collaborations in NPD. First, what type of knowledge sharing drives
producer performance in producer—supplier collaborations, both in terms of the
NPD process and market performance? Second, how do environmental factors
affect knowledge sharing between producers and suppliers? Whereas most research
has focused solely on high-tech industries (Gassmann et al. 2010), this study dif-
ferentiates itself in one additional way by choosing as its context the US manufac-
turing industry.

Hypothesis Development

Prior literature generally views a firm’s trust in their supplier as a crucial element in
the success of an interfirm relationship (Zaheer et al. 1998). It appears that in the
face of technological or market uncertainty, firms have a tendency to rely more on
their suppliers and ultimately place more trust in their suppliers (Katz and Tushman
1979). Firms rely on their trusted suppliers more so in times of uncertainty as a way
of mitigating some of the risk they are facing (Ganesan 1994). Calantone et al.
(2003) suggest that NPD teams perform at a higher level when they increase their
integration efforts with outside personnel during turbulent environments. Therefore,
we hypothesize that:

Hla: Technology turbulence will have a positive influence on interorganizational
trust
H1b: Market turbulence will have a positive influence on interorganizational trust

During uncertain conditions, product development firms may find themselves
looking for answers to new and difficult problems (Koufteros et al. 2005). When
firms are faced with turbulent environments, managers may increase their commu-
nications with others (Katz and Tushman 1979; Van de Ven et al. 1976). Trkman and
McCormack (2009) argue that market turbulence may encourage firms to increase
communication and coordinate their efforts more closely. Further, Fynes and De
Burca (2005) contend that firms must share important information more quickly in
an environment with high levels of technological turbulence. Thus:

H2a: Technology turbulence will have a positive influence on technical exchanges
H2b: Market turbulence will have a positive influence on technical exchanges

While prior literature has shown that market and technological conditions may
increase the level of communications between partnering firms (Trkman and
McCormack 2009), we posit that the strength of the relationship is also a notable
driver of interfirm communications. Squire et al. (2009) note that knowledge transfer
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is heavily influenced by interfirm cooperation and trust. Similarly, Zaheer et al.
(1998) find that interorganizational trust is the primary driver of exchange processes
and outcomes between partner firms. Therefore, we hypothesize:

H2c: Interorganizational trust will have a positive influence on technical exchanges.

In some NPD cases, a carefully coordinated technology transfer between firms
may be necessary. MacDuffie and Helper (1997) point out that suppliers are likely
to first focus on smaller-scale technical exchanges before embarking on larger-scale
technology transfers with partner firms. Further, technology transfers are most
effective in longer lasting relationships (Kotabe et al. 2003). Thus:

H3a: Technical exchanges will have a positive influence on technology transfer.

As previously noted, interorganizational trust is a crucial driver of exchanges
between partner firms (Zaheer et al. 1998). Burgess and Gules (1998) note that the
strength of a buyer—supplier relationship has an important influence on implementa-
tion of collaborative technologies. Further, Gopalakrishnan and Santoro (2004)
argue that trust is crucial in aiding the transfer of technologies between partner
firms. Therefore, we hypothesize that:

H3b: Interorganizational trust will have a positive influence on technology
transfer.

Next, we investigate the influence of supplier integration on new product devel-
opment performance. Specific to technical exchanges, Lenox and Ehrenfeld (1997)
argue that collaboration and the exchange of information between external actors is
crucial to successful product development. Cousins et al. (2011) also state that sup-
plier technical exchanges can lead to improved product development performance.
Therefore, we hypothesize that:

H4a: Technical exchanges will have a positive influence on producer NPD
performance.

Similar to technical exchanges, technology transfer may have a beneficial impact
on new product performance (Kotabe et al. 2003). Technology transfer has been
viewed as a driver of competitive advantages and financial performance (Zhao and
Reisman 1992). Tatikonda and Stock (2003) posit that effective technology transfer
should lead to product launch timeliness, reduced costs, and improved functional
performance. Therefore, we hypothesize:

H4b: Technology transfer will have a positive influence on producer NPD
performance.

In the new product development context, trust has been shown to drive the sup-
plier’s involvement in product creation (Walter 2003). Bstieler (2006) demonstrates
that product developers who trust their suppliers are more likely to meet their dead-
line estimates and experience financial success. Further, Littler et al. (1995) note
that trust between collaborative partners could increase the likelihood of new prod-
uct success. Therefore, we hypothesize:
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HA4c: Interorganizational trust will have a positive influence on producer NPD
performance.

While interorganizational trust and technical exchanges may directly influence
producer NPD success, prior literature has suggested that these variables may inter-
act with one another (Walter 2003). Jassawalla and Sashittal (1999) find that the
most effective NPD teams were also the most synergistic and collaborative.
Interestingly, knowledge transfers are more common in high trust interfirm relation-
ships than in low trust relationships (Squire et al. 2008). We extend these findings
and posit that technical exchanges will have a more positive impact on NPD perfor-
mance when highly trusting relationship exists. Thus:

H5: Interorganizational trust will positively moderate the influence of technical
exchanges on producer NPD performance.

Finally, we investigate the impact of producer new product development perfor-
mance on producer market performance. Thomas (2013) finds that new product
development performance, both in terms of effectiveness and efficiency, is posi-
tively related to market performance. Di Benedetto (1999) argues that product
launch timeliness and efficiency can lead to new product success in the market.
Therefore, we hypothesize that:

H6: Producer NPD performance will have a positive influence on producer market
performance.

Methodology

The context of this study is the US manufacturing industry. The unit of analysis was
a recently completed (within the past five years) new product development project
that involved collaborating with a major supplier. Project, program, or engineering
leaders for new product development projects that collaborated with suppliers were
surveyed. Access to respondents was provided through a market research company
specializing in web-based surveys. Surveys were accessed by 185 panelists and
completed surveys were received from 155 project managers from buyer firms.
Respondents were from a wide range of industries, including: automotive, aero-
space, defense, steel, medical device, and consumer products. Measures used for
this study were based on established interval scales used in previous studies. First,
market performance was measured using three subjective measures addressing prof-
itability, sales, and market share goals met (Song and Parry 1997). NPD perfor-
mance was assessed along the dimensions of prelaunch and launch activities as well
as technical performance and meeting customer requirements (Mu et al. 2011).
Knowledge exchange and technology transfer were measured using items devel-
oped by Kotabe et al. (2003), while trust was measured using four items from
Bstieler (2006). Turbulence was measured using Calantone et al.’s (2003) scales of
technological and market turbulence.
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Results

Survey data was analyzed using SPSS 22.0 and AMOS 18.0. In order to test for reli-
ability and validity, a confirmatory factor analysis was conducted to test for the rela-
tive fit of the data to our hypothesized model (Kline 2010). Overall, the data
demonstrated appropriate fit based on a variety of metrics (y2/df=1.840,
RMSEA=.074, CF1=.942). Established tests for discriminant validity, convergent
validity, and reliability were run and satisfied based on inter-item correlations, fac-
tor loadings, average variance extracted, Cronbach’s alphas, and composite reliabil-
ity (Fornell and Larcker 1981). To test for potential common method variance,
Harman'’s single factor test and the common latent factor test were used. Results
suggest that common method variance is not of great concern in this study (Podsakoff
et al. 2003).

The hypotheses were tested using OLS regression analyses. Before conducting
the analysis, the independent variables were mean-centered and subsequently mul-
tiplied in order to create the interaction term, interorganizational trust X technical
exchanges (Aiken and West 1991). First, hypotheses 1a and 1b predicted that tech-
nology turbulence and market turbulence would positively influence interorganiza-
tional. The analysis found that market turbulence had a significant impact on
interorganizational trust (b=.359, p<.001) while technology turbulence did not
influence on trust (b=.030, p=.673). Therefore, Hla is not supported while H1b
was supported. Second, we hypothesized that technical exchanges would be influ-
enced by technology turbulence, market turbulence, and interorganizational trust.
We found that technology turbulence (b=.229, p<.001) and interorganizational
trust (b=.376, p<.001) both positively influenced technical exchanges while mar-
ket turbulence did not have an impact (b=.112, p=.149). Therefore, H2a and H2c
are supported while H2b is not. Third, we considered the impact of technical
exchanges and interorganizational trust on technology transfer. H5a is supported as
technical exchanges influence technology transfer (b=.364, p<.001). H5b is not
supported as interorganizational trust did not impact technology transfer (b=.150,
p=.122).

Fourth, we regress technical exchanges, technology transfer, and interorganiza-
tional trust onto new product performance. H4a and H4c are supported as technical
exchanges (b=.304, p=.001) and interorganizational trust (b=.215, p=.006) posi-
tively influence new product performance. Interestingly, support for H4b is not
found as technology transfer did not impact new product performance (b=-.009,
p=.129). Tatikonda and Stock (2003) find that technology transfer can be a complex
process and, as found in our results, may not directly affect the performance of a
new product. After analyzing the main effects, we regress the interaction term,
interorganizational trust X technical exchanges, onto new product performance. As
predicted, interorganizational trust positively moderates the influence of technical
exchanges onto new product performance (b=.117, p=.050), thereby supporting
HS5. Finally, we confirm H6 by finding that new product performance has a positive
impact on market performance (b=.582, p<.001).
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Discussion and Conclusions

Perhaps the most interesting finding in this study is that NPD performance was
driven by small-scale technical exchanges and not by technology transfer. This sug-
gests that, while producer—supplier collaborations are important to the success of
new products, the collaboration may have diminishing returns if the firms are too
closely tied. Technical exchanges involve fewer problems related to integration
because of narrow scope, therefore performance improvement is often more easily
observed (Cai et al. 2013). Meanwhile, effectively transferring technologies between
companies can be an incredibly complicated process that requires the right fit
between technology uncertainty and interorganizational interaction (Tatikonda and
Stock 2003). Given their complicated nature, it is likely that technology transfers
will slow down the NPD process and are therefore not appropriate for many col-
laborative new product projects.

Trust was found to drive NPD performance and had a positive, moderating influ-
ence on the relationship between technical exchanges and NPD performance. Thus,
knowledge exchanges are not only more common, but also more effective in high
trust relationships (Squire et al. 2008). NPD performance subsequently had a posi-
tive influence on market performance. Considering the importance of technical
exchanges on NPD success, we found that both technological turbulence and trust
drive technical exchanges. During conditions of uncertainty, collaborating firms
tend to adjust their knowledge base (Lee and Veloso 2008), thus explaining why
technology turbulence leads to more technical exchanges. Further, buyers have a
tendency to turn to their most trusted suppliers during times of technological uncer-
tainty in order to mitigate some risk (Ganesan 1994). Market turbulence did not
have the same influence on technical exchanges. These findings suggest that buyers
may view technological turbulence as riskier than market turbulence, thus necessi-
tating increased technical exchanges.

We found market turbulence drives a producer’s trust in suppliers but technologi-
cal uncertainty did not. This may be due to the fact that technological uncertainty,
more so than market turbulence, increases difficulty in reaching consensus thereby
increasing the propensity for conflict; conflict is detrimental to trust formation
(Bstieler 2006). This finding also suggests that market turbulence and technological
turbulence have differing effects on interorganizational relationships. Prior litera-
ture has shown that trust may be developed during times of market uncertainty, but
may have less influence on performance during these times (Krishanan et al. 2006).
Conversely, when technological uncertainty is high, cross-functional integration is
a driver of competitive advantage and performance (Song and Montoya-Weiss
2001). Interestingly, we found no significant relationship between trust and technol-
ogy transfer. One possible explanation is that trust is simply not enough and that
technology transfers are really driven by each firm’s technological capabilities
(Iansiti 1998).

Based on our findings, product developers stand to benefit from collaborating
with suppliers through exchanges of technical knowledge. Technology transfer, on
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the other hand, does not have a positive influence on NPD performance. We also
found that macro-environmental forces play on the well-being of the producer—sup-
plier collaboration and the subsequent performance of the producer. Companies in
turbulent environments would benefit from opening their innovation processes to
their suppliers. However, whereas increased technical exchanges are likely to occur
during technology turbulence, firms appear more likely to focus on trust develop-
ment during market turbulence. While technical exchanges and trust both have a
positive influence on NPD performance, they may occur during different environ-
mental conditions.

References available upon request.



Service Innovation: Taking Stock of Existing
Literature

Md Rokonuzzaman and Audhesh Paswan

Abstract

Most agree that innovation is crucial for enhancing competitive advantage. Further,
Service-Dominant Logic (SDL) literature highlights the role of service in enhancing
competitive advantage through value co-creation. Finally, most agree that services
for a major part of most developed economies. Taken together, the topic of service
innovation is critical, especially given the increasing prominence of service in most
developed economies. While a lot of work has been done in this area, the literature
on service innovation is somewhat scattered. This study attempts to integrate the
existing literature and proposes a conceptual strategic framework highlighting the
relationships between different domains of service innovation. In doing so, we also
identify the gaps in the literature and suggest possible avenues for research. The
proposed framework consists of three categories of antecedents that have been
examined in the literature —internal to the firm, external to the firm, and interface
dimensions. In addition, researchers have examined the outcomes of service innova-
tion—the effect of service innovation on the process or the operations of service
creation, nonfinancial outcomes, and financial outcomes. A key gap in the literature
is the most studies have relied on product-based innovation studies to classify ser-
vice innovation. We hope that study provides an impetus for more efforts in this
area.
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Consumer Social Responsibility: a New
Barrier for International Marketers?

Jieqiong (Jeccy) Ma and Jie Yang

Abstract

As global consumers are more aware of the social consequences of their purchases,
will consumer social responsibility become a new barrier for international marketers?
To answer this question, we conduct a survey on 210 American consumers and find
that consumers with high social responsibility tend to have negative attitudes
towards foreign products. In addition, demographic segmentation such as gender,
income, and race would strengthen such observation. Consumers’ age and educa-
tion have little impact on this trend. Marketing implications and future research
directions are provided.
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Review of the Incentive Literature

Yueming Zou

Abstract

This chapter is the incentive literature review. It focuses on analyzing extrinsic ver-
sus intrinsic incentives. Specifically, it investigates different types of extrinsic influ-
ence on intrinsic motivation. This study categorizes previous research into four
areas to analyze the fundamental characteristics of monetary and non-monetary
extrinsic incentives. These four areas include effort-reward relationship, social sig-
naling effect, utility versus hedonic benefits, and post-reward effect. At the end, it
brings the research question on how to increase brand—consumer relationships
through social media context.
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Grip Your Mobile Phone If You Want

to Control Your Impulsive Purchase:

the Relationship Between Strength of Grip
and Control of Impulsive Purchase

Seolwoo Park

Introduction

The product which is the best used to our life can be said to be the smartphone.
The people always do not place the cell phone in the hand and it means that cell
phone is an essential part of their life. However, is it always bad? This research sug-
gests that smartphone gives the benefit when we go shopping. Maybe some people
guess that we can get a lot of information about products and promotion, but it leads
to impulsive purchase because smartphone taught us to find out which store is sell-
ing cheap products and giving attractive promotion. This chapter does not focus on
the application of smartphone but on the time how long we hold a smartphone.
While the human technology has developed, the size of the electronic equipment
becomes smaller. Cell phone also had become smaller as well. As smartphone had
been introduced, however, the size has been bigger so people cannot put it in the
pocket. The implication of this research is that first, as the customers make their grip
strongly, this phenomena effects on their self-control. For this reason, this behavior
leads impulsive purchase to be changed. The shop managers have to make their
customers feel free while they are shopping. In a certain shop, the shop assistant
gives their customer a shopping back when they come into the shop. According to
this research, it is foolish behavior. In this case, the stores that greet the customers
should try to empty the hands of most of customers at the most. They should make
the customers putting down what they are holding on their hands instead of handing
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a shopping basket on their hands. This will lead to greater consumption than holding
stuff on hands by increasing impulsivity. This may be an opportunity for the stores
to change the customers’ shopping style. People tend to grasp their fists firmly when
they want to show a willingness to improve self-control. People can grasp the fist
with greater force than just grasping their fist by reinforcing the grip of holding the
stuff on their hands. It is a same logic as making a pregnant woman to clench her
teeth by putting cloth into the mouth when she applies strain to give birth. When
people always carry a cell phone on their hands, they will not consciously think
about these grips. However, self-control is going to be increased naturally and
impulsivity, which is one of characteristics of self-control, is going to be weakened
when holding the stuff on hands routinely and habitually and grabbing the stuff
firmly for an effort to not lose it.

Literature Review

Muscle and Grip Strength

According to Hung and Labroo’s (2011) research on the relationship between firm
muscle and willpower, making hard muscles leads to increase a firm will and this
increases self-control. This has been proven through experiments such as clenching
one’s fist, stretching fingers, contracting the calf muscles, and making biceps tight.
A paper, which examined the association of this research, predicts that reinforce-
ment of grips that strengthen muscles increases the self-control. When holding stuff
on hands, the self-control increases by the act of gripping firmly. In order to support
this prediction, we will look at the contents of the self-control in the following.

Self-Control

The self-control is essential when getting stress, controlling negative effects, and
resisting not to succumb to temptation (Muraven and Baumeister 2000). This self-
control is one of the models that explain human’s behavior and they have appeared
in a number of areas including psychology, economics, political science, and phi-
losophy (Hofmann et al. 2009; Loewenstein and Elster 1992; Thaler 1990; Schelling
1984). Self-control particularly indicates the standards of human’s regulations
(Muraven and Baumeister 2000). It controls what humans have to do for the long
term. The most important aspect of self-control is that it is a vigorous action that
needs adjusting and paying attention to one’s principles and will (Baumeister et al.
1994; Metcalfe and Mischel 1999). Self-control is attractive to researchers for two
reasons. In theoretical dimension, self-control is important key to understand about
own instincts and functions. In applied dimension, self-control has attraction that
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can be studied in many contexts (Baumeister et al. 2007). The study of Baumeister
et al. (1994) separated self-control into four parts. The four parts are control of the
thoughts, emotions, impulsivity, and behavior, which are important factors to deter-
mine self-control in general. In particular, this chapter will focus on impulsivity to
consider the regulations of the self-control.

Impulsivity

According to Friese and Hofmann (2009), impulsivity occurs when implicit motiva-
tions are filled with active stimulation that satisfies those motivations. This specifi-
cally comes from the desire to do a specific action such as eating a hand full of
potato chips (Baumeister et al. 1994). Impulsivity occurs automatically regardless
of individual’s effort. A person who has low self-control receives stronger impact of
impulsivity than a person who has high self-control. Moreover, a person who has
low characteristics of self-control has high risk to be affected by impulsivity and
aggression. A person with high self-control can easily control but people with low
self-control tend to do more actions that follow his or her impulsivity (Baumeister
and Heatherton 1996).

Method

The experiment examined how much participants feel impulsivity by making
them to hold stuff on one hand and the state of the natural grip holding nothing
on the other hand. Study 1 suggests a hypothetical scenario that investigates how
much the participants feel impulsivity and study 2 examines how quickly they
give up by making them to solve a problem that cannot be solved. We expect the
results that show low impulsivity in a situation of holding stuff on hand through
these experiments.

Grip Strength — Grip Nature

Asexamined in previous studies (Adams and Peterson 1986; Imrhan and Farahmand
1999; Kong and Freivalds 2003; Lee and Rim 1991), reinforcement of the grip
depends on the size of the stuff grasping by hands and Wu et al. (2009) found that
the most optimized grip is 31 mm in their experiments. However, this study will
conduct an experiment based on a cell phone that people commonly carry around
in daily life according to a previous study that found the grip can be enhanced by
the weights of the stuff that already have been lifted as well as sensory signals
(Johansson and Westling 1988). Therefore, the participants who are in a group of
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“Grip Strength” will hold a cell phone while participating in the experiment.
In contrast, the participants who are in a group of “Grip Nature” will not hold any-
thing on their hands.

Chip Consumption

In a study of Friese and Hofmann (2009), the researchers are stating that when poten-
tial motivations that want to do any action faces with stimulation that justify these
motivations lead to impulsive behavior. And the researchers believe that this kind of
behavior is caused by a desire to get the specific action, and they explain the experi-
ment through potato chips. That is, potential motivation is fondness for potato chips
and when this kind of motivation faces with stimulation (the potato chips put on a
table at the party), shows a specific behavior (eating a handful of potato chips).

Provide Information

The experiment is divided into two situations: giving information that there is an
answer to suggested problem (e.g., maze problem that breaks the flow) and not giv-
ing any information to the participants.

Duration (The Time to Give Up a Problem)

This represents the time it takes for participants to give up a problem based on the
presence or absence of the information and grip strength.

Self-Control

Self-Control Scale (SCS; Tangney et al. 2004) is a recently developed self-report
measure that demonstrates transformed aspects including various factors such as
satisfaction from relationship with others, low desire for death, and psychological
well-being (Gailliot et al. 2006). As the paper-and-pencil measure, it has an advan-
tage that the investigation is done easily (Tangney et al. 2004).

Study 1

The study runs a comprehensive test to determine the degree of self-control and
impulsivity by making to read an imaginary scenario in the laboratory. First, it tells
a cover story by telling a group of participants who hold stuff on their hands how
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long they can last while they are doing something else. This is to not letting know
the original experimental intention making the participants unable to predict of the
results ahead. While holding stuff on hands, the participants read an imaginary sce-
nario that contains one episode. The scenario is a story of a character’s everyday
life, which consists of information that causes impulsivity. The rough story is that
hesitating to do the shopping because of the situation that need current shopping or
several realistic constraints. Also, the story appears as a main character eating potato
chips while watching the television and a friend boasting to the main character
about buying thing that the main character always wanted to have. The story itself
is stimulating impulsivity, and this study will conduct a pretest firstly against people
who are not participating in the study in order to obtain validity.

The potato chips are being in front of participants while they are reading the
scenarios. The degree of impulsivity is determined by examining how much pota-
tion chips were eaten during the experiment. The participants were told to eat freely
during the experiment, giving them the relaxing environment. I expect the partici-
pants to be stimulated easily and friendly due to containing information about potato
chips in the scenario.

The participants complete a survey after the experiment. It contains a question on
which selection they would choose according to the flow of scenario and how
focused they were while reading the scenario. It also contains questions to deter-
mine impulsivity and whether the self-control was done properly by putting the
self-report of self-control scale. Lastly, they will complete the survey that has vari-
ous kinds of responses by questioning sex, age, etc. to get demographic information.
The participants would not easily predict a specific direction because the question is
derived from various directions not a specific one.

Study 2

I will determine the participant’s impulsivity by letting them solve an unsolved
problem. I will determine impulsivity through problem solutions and related prob-
lems because the characteristic of impulsivity has less commitment toward problem
solving and hyper ingestion of food and alcohol and more (Tangney et al. 2004).
Study 1 was related to consumption and study 2 was to determine impulsivity
related to willingness. This experiment will tell a cover story as similar to study 1
suggesting to solve a problem by looking through the eyes without using any special
tools. The difficulty of the problem is not that hard but it is no answer form, the
example would be maze that breaks the flow.

Expected Results and Discussion

Study 1

There is a variable which is a tendency of consume preference we should check. As
we grip the product intentionally or naturally, we should confirm that how the con-
sumption of chip and impulsive consumption needs are different after reading
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scenario. Furthermore, we should confirm that there is a difference of involvement

additionally and it is identified in the other direction to the demography. First of all,
the expectation of consuming chips is following,

Chip Consumption

50

H Chip
0 - Consumption

Grip Strength Natural Grip

And I expect that impulsivity is following,

Impulsivity

100

B Impulsivity
o . |

Grip Strength Natural Grip

Study 2

Study 2 is how long they try to solve the questions. The variable we want to get will
be time. The case of grip strength or not and the result of unknowing or knowing
that the question is not solved will be following,

800
600
400 - B Unknown
200 - B Known
0 -

Grip Strength Natural Grip

There is no any interaction but main effect. In addition, the result shows that the
impulsivity can be controlled if the grip is enhanced in any case.

I explained that the relationship between firm muscle and willpower, making
hard muscles leads to increase a firm will and this increases self-control. It expands
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Hung and Labroo (2011)’s research. According to two experiments, I can show that
reinforcement of grips that strengthen muscles increases the self-control. When
holding stuff on hands, the self-control increases by the act of gripping firmly.
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Online Advertising Using Facebook Photos:
the Risk and Reward of Using Consumers’
Profile Pictures

McDowell Porter III and Matthew Lastner

Introduction

Recently, scholars have researched source effects of ambiguous or unidentified
others on product evaluations in an online environment. For example, Holzwarth
et al. (2006) found that using ambiguous avatars that represented service agents on
a retailer’s website led to more positive attitudes toward the product than not using
an avatar. Similarly, Naylor et al. (2011) found that subjects had higher preferences
for online products when the source of an online review was ambiguous compared
to when a Facebook profile picture of the source was displayed. The question that
motivates this study is how robust is this ambiguity effect? To answer this question,
we set out to replicate a 2012 study of an article entitled “Beyond the ‘Like’ Button:
The Impact of Mere Virtual Presence on Brand Evaluations and Purchase Intentions
in Social Media Settings” (Naylor et al. 2012). Their findings demonstrated that the
ambiguity of the age of a product’s endorsers positively impacts the liking of the
product. The purpose of this manuscript is to replicate the Naylor et al. (2012) find-
ings and extend this research by examining an additional product type (Study 1) and
a different operationalization of ambiguity (Study 2). We begin with a discussion of
the pertinent literature related to source credibility; then the research design,
method, and results sections are presented.
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Theoretical Framework and Hypotheses

Source credibility literature will be used to predict the influence of a product user
visibly endorsing a product on product evaluations. The source can include endors-
ers seen in the advertisement itself. Source credibility theory posits that message
receivers are influenced by characteristics (i.e., expertise, trustworthiness, and simi-
larity) of a message source (Hovland and Weiss 1951). It makes sense that a high
perceived similarity between the consumer and an endorser would lead to higher
product evaluations. However, there has been research that indicates that linking a
source to a message allows consumers to discount the source, therefore discounting
the message. Mares (1996) found that when subjects could attach a news report to
an entertainment show host instead of a news reporter, the perceptions of the
source’s credibility were lower. She also found that when the source of the message
was ambiguous, the credibility perceptions were higher. Without an identifiable
source to evaluate, consumers were less likely to discount the message. Using social
credibility theory, we predict that consumers will have higher product evaluations
when viewing an advertisement that includes ambiguous endorsers because con-
sumers will be less likely to discount a source that they cannot identify. Without
clear source information to discount, the subjects will also infer that the ambiguous
endorser will have credibility comparable to themselves and much higher than dis-
similar others (i.e., old endorsers; Mares 1996). Since we are using a convenience
sample of college students, we expect that the subjects would relate with young
endorsers and judge their degree of credibility (i.e., trustworthiness and product
expertise). Therefore, the level of source discounting will be more extreme for sub-
jects in the young endorser age condition than those in the ambiguous (i.e., uniden-
tifiable) endorser age condition, which would explain a predicted ambiguous
endorsers, young endorsers, and older endorsers ordinal ranking of product evalua-
tions. Thus,

H1: For upscale product types, participants in the ambiguous endorser age condition
will have (a) higher attitudes toward the product than those in the older endorser
age condition, but (b) no significantly higher attitudes toward the product com-
pared to those in the younger endorser age condition.

H2: For casual product types, participants in the ambiguous endorser age condition
will have (a) higher attitudes toward the product than those in the older endorser
age condition, but (b) no significantly higher attitudes toward the product than
those in the younger endorser age condition.

H3: Regardless of the product type, the effect of endorser age on attitude toward the
product is mediated by source credibility.

Study 2 extends this research by including the ecologically valid use of endorser
name as a method to vary the level of ambiguity by using full names, initials only,
or no name information. The use of Facebook profiles includes not only the pres-
ence or absence of an individual’s picture, but also the individual’s name. Using
social credibility theory, we predict that consumers will have higher product
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evaluations when viewing an advertisement that includes no name information (full
ambiguity) because consumers will be less likely to discount a source that they can-
not fully identify compared to those with initials only or full named disclosure.
Thus,

H4: Participants in the no name ambiguous condition will have (a) higher attitudes
toward the product than those in the full name ambiguous condition, but (b) no
significantly higher attitudes toward the product compared to those in the initials
only ambiguous condition.

Method

Procedure

The participants were randomly assigned to 1 of 26 partitioned computer stations.
Once the participants were seated, they were directed to attend to the computer
screen in which all experimental materials were presented. Importantly, after con-
senting to the study, participants provided demographic information that was then
used to match the gender of the endorsers to the gender of each participant. Finally,
all participants read a scenario based on instructions that were adapted from Naylor
et al. (2012).

Manipulations

Study 1. Endorser age is defined as the number of years a perceived other has lived.
We operationalized young endorser age to refer to the perceived other’s number of
years lived as fewer than 30 years. Older endorser age refers to the perceived other’s
age as equal to or greater than 30 years. Ambiguous endorser age refers to the
inability to perceive the number of years lived of a perceived other. The young and
old endorser age manipulation displayed six photos of different members of the
website. Participants in the ambiguous endorser age condition viewed six photos of
the same silhouette. Gender was held constant, whereby each participant was pre-
sented with stimuli of the same gender. Product type in this study refers to the per-
ceived quality of a restaurant. An upscale product type is perceived as being a higher
quality restaurant versus a casual product type, which is perceived as being a lower
quality establishment. The restaurant stimuli were similar to the images used by
Naylor et al. (2012). They included two restaurant photos of a higher quality prod-
uct type: one photo depicting the dining area and the other photo depicting the bar
area.

Study 2—Name Ambiguity. This study will use a silhouette as the base level of
ambiguity as we did in Study 1. In the full ambiguous condition, there would be no
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accompanying names attached to the six silhouette profiles. In the initials only
ambiguous condition, the six silhouette profiles will include first and last initials
only (i.e., X. K. and S. Z.). In the full name ambiguous condition, the full names
will be presented with the silhouette profiles. All names and initials were developed
to be dissimilar from the student pool, and gender was held constant.

Measures

The dependent variable for our study is attitude toward the product and is defined as
the overall evaluation of the good or service (Solomon 1992). To replicate the
Naylor et al. (2012) study, we used the same single-item measure they used: “How
much do you think you’d like the bar area at Restaurant X?” Source credibility is
defined as the believability of the endorsers of a message (Hovland and Weiss 1953).
An example of a source credibility item is as follows: “the members of the restau-
rant’s website are competent.” The seven source credibility items had a Cronbach’s
Alpha score of .91.

Results

Study 1 Results

Two hundred and fifty-six students from a southern university were randomly
assigned into one condition in a two (product type: upscale, casual) by three
(endorser age: young, old, ambiguous) between subjects experimental design. To
assess the hypotheses, we conducted a planned comparison of the contrast. In the
upscale product type condition, attitude toward the product was higher for those in
the ambiguous endorser age condition (M =5.74) than those in the old endorser age
condition (M =5.03; #(1, 77)=-2.020, p=.047). This result supports Hla. H1b was
also supported. Attitude toward the product was not significantly different, but ordi-
nally higher, in the ambiguous endorser condition (M =5.74) than those in the young
endorser condition (M =5.34; #(1, 78)=—-1.329, p=.09). The contrast codes for the
casual product type condition showed that there was no significant difference in
attitude toward the product between those in the ambiguous endorser condition
(M=5.48) and those in the old endorser condition (M=5.00; #(1, 86)=—1.479,
p=.143). This result does not support H2a. However, H2b was supported because
for participants in the casual condition, attitude toward the product was not signifi-
cantly different, but ordinally higher, for those in the ambiguous endorser age con-
dition (M =5.47) than for those in the younger endorser age condition (M=5.02;
t(1,88)=-1.58, p=.06).
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Mediation. To assess H3 predicting that source credibility would mediate the
effect of endorser age on attitude toward the product, we used Hayes’ (2012)
PROCESS bootstrapping technique. The conditional indirect effect of endorser age
on attitude toward the product for the casual restaurant product type condition is
significant (indirect effects point estimate=.08, SE=.0436, 95% CI=.0153-
.01936). In the upscale restaurant product type condition, the conditional indirect
effect of endorser age on attitude toward the product was also significant (indirect
effects point estimate=.1067, SE=.0543, 95% CI=.0239-.2588). The tests reveal
that source credibility meditated the relationship between endorser age and attitude
toward the product regardless of the product type. Thus, H3 is supported.

Study 2 Results

Two hundred and thirty-two students from a southern university were randomly
assigned into one condition in a two (mere virtual presence: silhouette present, sil-
houette absent) by three (ambiguity: full name, initials only, no name) between
subjects experimental design. To assess the hypotheses that the no name condition
would have higher evaluations than the full name condition (H4a), but no signifi-
cantly higher evaluations than the initials only condition (H4b), we conducted a
planned comparison of the contrasts. Attitude toward the product was not signifi-
cantly higher in the no name condition (M =5.98) than in the full name condition
(M=5.88; 1(1,79)=.396, p=.693). This result does not support Hla. However, H1b
was supported; attitude toward the product was significantly different (but not ordi-
nally higher) in the no name condition (M =5.98) than those in the initials only
condition (M=6.25; #(1,79)=-1.194, p=.236). Interestingly, attitude toward the
product was significantly higher for those in the initials only condition (M=6.25)
than those in the full name condition (M'=5.88; (1, 73)=-2.267, p=.036).

General Discussion

The overall results demonstrate that the findings of Naylor et al. (2012) did replicate
using a similar high quality product type. However, their findings only partially
replicated using a lower quality product type, because the ambiguous endorser age
condition was not significantly different than the old endorser age condition. Source
credibility mediated the relationship between endorser age and product evaluations,
regardless of the product type. In study 1, there was a robust finding that the ambig-
uous endorser age condition had the highest product evaluations over the other
endorser age conditions, in both the upscale and casual product types. However, in
study 2, the full ambiguous (no name) condition did not have a significant differ-
ence over the initials only or full name conditions. In fact, there appears to be an
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inverse U effect in which there is a point at which higher levels of ambiguity diminish
favorable product evaluations. The initials only condition suggests that there is an
ideal point between full no name ambiguity and full name disclosure. These find-
ings give managers insight not only into what type of profiles (ambiguous or iden-
tifiable pictures) should be shown on certain product type advertisements, but also
what level of name disclosure to use to influence product evaluations.
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CSR as an Adaptive Selling Tool: a Novel
Framework and a Robust Analysis Proposal

Jorge Fresneda, Daniel Korschun, and Prabakar Kothandaraman

Abstract In this working chapter the authors document an additional way that CSR
can be used by employees to improve customer relationships. That is, employees
can use CSR as an adaptive selling tool. Employees use CSR as an adaptive selling
tool to the extent that CSR fits with what their understanding of the company identity
is, and to the degree that customers support the CSR program.

This study proposes and tests empirically a novel framework that is linked to
former research through the use of two control variables already existing in the
literature. Additionally and based in their findings, the authors propose an empirical
model intended to predict the extent to what employees would make use of CSR as
an adaptive selling tool, in order to help assessing if a specific CSR initiative is
worth to be developed within a company.

Keywords CSR e Adaptive selling ¢ Sales strategy ¢ Strategic marketing ® Robust
statistics

Introduction

Currently, the number of companies engaged in Corporate Social Responsibility
(hereafter CSR) initiatives is countless, as well as the resources employed to those
initiatives. Some authors have highlighted the increasing interest on CSR from both
business practitioner and the academia perspectives (e.g., Lin-Hi and Miiller 2013).
In addition to this, previous literature shows that one of the most compelling
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reasons why companies embark in CSR activities is the strong relationships that
those activities can develop between customers and firms (e.g., Becker-Olsen et al.
2006; Homburg et al. 2013).

Unfortunately and despite this finding, preceding literature also exhibits that
frontline employees don’t always use CSR enough during customer interactions
(Korschun et al. 2014). Hence, the purpose of this study is to contribute to identify
under what circumstances the company can promote the use of CSR as an adapting
selling tool during sales encounters with customers. To the best of our knowledge,
no previous research has addressed the use of CSR as an additional element that can
be employed during the interaction between customers and salesforce.

In order to study this usage, a CSR initiative within the US car dealership envi-
ronment was selected due to some important characteristics of the automobile
industry context. Among them, previous literature has highlighted that, in contrast
with other environments, the salespeople can adapt to their customers during a sales
situation (Gengler et al. 1995) and in fact, some authors contend that adaptive sell-
ing is used extensively within this industry (Park and Holloway 2003).

Our study is organized as follows: first, we’ll briefly define the CSR concept as
well as CSR initiatives; after that, the theoretical model will be described along with
the constructs employed in this theoretical framework and our hypotheses; in a sub-
sequent section, the methodology utilized for this work will be presented, as well as
the results and their discussion.

Theoretical Background

CSR and the Service Profit Chain: One of the most important critics to the CSR
concept and theory is the lack of consensus in its definition, with more than 40 dif-
ferent wordings of what this conception means (e.g., Prasad and Holzinger 2013).
For instance, some authors defined CSR as “a commitment to improve community
well-being through discretionary business practices and contributions of corporate
resources” (Kotler and Lee 2005, p. 3). But beyond the regular approaches to the
CSR concept, a more strategic vision is possible, where CSR initiatives could be
considered as a competitive asset capable of improving corporate performance.

Of special importance to attain this strategic status is the role of employees and
customers. In that sense, CSR initiatives have been proven to influence customer
relationships, especially when the staff is highly attached to those activities (Larson
et al. 2008). In addition to this, high levels of consistency among expectations,
information, associations, activities, and capabilities from a company and a CSR
initiative can be integrated more easily into consumer’s cognitive structure, leading
to a stronger bond between the company aim and the CSR initiative (Bazinska et al.
1998; Becker-Olsen et al. 2006; Taylor and Fiske 1991). Finally, CSR initiatives
were defined as “discrete undertakings, intended to improve societal welfare and
being supported by corporate resources (e.g., money, labor)” (Bhattacharya et al.
2009, p. 260).
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CSR as an adaptive selling tool: The most widely accepted definition of adaptive
selling is “the altering of sales behaviors during a customer interaction or across
customer interactions based on perceived information about the nature of the selling
situation” (Weitz et al. 1986, p. 175).

Despite the fact that adaptive selling is notably costly (Roman and Martin 2008),
it is considered extremely effective and it has a strong impact on sales performance
(Franke and Park 2006).

The adaptive selling research has examined different antecedents proven to inten-
sify its use. Those antecedents are related to the salespersons’ characteristics (e.g.,
Boorom et al. 1998; Park and Holloway 2003) and existing characteristics or firm’s
traits to be promoted within an organization (e.g., Rapp et al. 2008). Besides, some
consequences have been studied, such as sales performance (e.g., Spiro and Weitz
1990; Romén and Iacobucci 2010) and customer satisfaction (e.g., Oliver 2010).

In our study, the focus of this construct is on the use of CSR initiatives as an
adaptive selling tool, and it refers to the employ of a CSR activity as an additional
resource or asset during a selling situation with a potential customer.

Theoretical Model Description and Hypotheses Development

An open question, based on the previous section, is when and why will an employee
use CSR as an adaptive selling tool. The literature suggests that there are two cate-
gories of contributors to such adaptive selling behaviors: organizational and rela-
tional. Thus, Fit and Organizational Identification (Organizational ID) are grouped
under the label of organizational factors because of their actual linkage to the firm
and its characteristics. Additionally, customer support for the CSR initiative and
employee CSR importance are grouped under relationship factors category, because
both constructs are connected to the seller—customer interaction. The theoretical
model includes two control variables that link our work with previous research:
Salesforce’s ability to construe and salesperson’s gender. The model is depicted
graphically in Fig. 1.

Organizational Factors

Effect of Fit on CSR as an Adaptive Selling Tool: Fit refers to the perception of a
coherent linkage between the CSR initiative and the firm’s business core, which
includes goods/services sold, brand image, positioning strategy, and/or target mar-
ket (Becker-Olsen et al. 2006). There are at least three levels of CSR consistency. At
the lower level, external fit or fit between the CSR initiative and the surrounding
stakeholders’ demands is met. At the middle level, a CSR initiative achieves consis-
tency with the business practice core of the company. And finally, at the highest
level, a CSR initiative achieves a coherence level due to its fit with other CSR
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Organizational Control Variable

factors
Organizational ID Ability to construe

H; H,
Fit

CSRasan
Adaptive Selling
tool

Customer support

Relational Employee CSR Gender
factors importance
- _Control Variable

Fig.1 Conceptual framework

practices of the company (Yuan et al. 2011). Thus, CSR initiatives can be classified
as: High-fit initiatives, when there’s a high level of perceived consistency with
consumer’s previous assumptions and actions between the CSR initiative and the
firm, strengthening the company’s position in the market; or low-fit CSR initiatives
that show low level of perceived consistency, which makes harder to add new
knowledge into existing memory structures (Becker-Olsen et al. 2006; Keller 1993).
Even though a CSR initiative can be categorized as high-fit initiative by consumers,
there is some variance in the extent to which employees perceive that the initiative
matches the idea that they have about the firm.

The CSR activity under study can be classified as a high-fit initiative, due to the
high level of perceived consistency, based in the relationship between the nature of
the initiative and the fit with the company product portfolio and the fact that the
CSR initiative is strategically oriented to achieve customer’s purchases from
different segments as well as customer’s satisfaction through buyer’s involvement
(Luo and Bhattacharya 2006).

H,—Higher level of fit between the CSR initiative and the firm business core is
positively related to higher Use of CSR as an Adaptive Selling Tool.

The influence of Organizational Identification: Some authors conceptualize this
element as a cognitive construct, by stating that Organizational ID is the degree to
which an individual perceives that the organization is defined by the same traits as
he or she defines him or herself (Dutton et al. 1994). On the other hand, other
authors define the same construct in affective-motivational terms, by asserting that
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Organizational ID is related to the inclination and aspiration to keep an emotional
satisfying auto-expressive relationship with the organization (O’Reilly and
Chatman 1986).

Following this conceptions, we contend that the positive relationship between
the fit construct and the use of CSR as an Adaptive Selling Tool depends on the
congruency of the values between employees and their organizations. Thus, a high
level of agreement between firm’s characteristics and shared values with other
organizational members affects the extension to which the CSR activity is poten-
tially used as an adaptive selling tool. Therefore, high levels of congruency allow
a more positive coupling between the CSR initiative fit and its use as an adaptive
selling tool and on the contrary, a low level of agreement leads to a less positive
relationship between the fit construct and the use of CSR initiative as an adaptive
selling tool.

H,—The positive relationship between higher level of fit between the CSR initiative
and the firm business core with higher Use of CSR as an Adaptive Selling Tool is
moderated by the level of Organizational ID of the employee. Hence, as
Organizational ID increases that leads to a more positive relationship between
high-fit CSR initiatives and higher Use of CSR as an Adaptive Selling Tool.

Relational Factors

Effect of Customer Support on CSR as an Adaptive Selling Tool: Customer Support
on CSR refers to the extent to which customers perceive that a specific CSR activity
can positively impact him or herself, the remaining stakeholders of a company, or
society in general. CSR has been demonstrated to influence consumer’s opinions,
buying intentions, consumer-firm identification, satisfaction, and loyalty (e.g.,
Korschun et al. 2014). In addition to that, previous research shows that consumers
take CSR initiatives into account when they assess a firm and its products (Oberseder
et al. 2013).

The perception of the reasons why one firm engages in CSR initiatives influences
customer’s assessment and appreciation of those activities (Becker-Olsen et al.
2006), this lead consumers to distinguish among other-centered, self-centered, and
win-win reasons, assuming that firms have various motives to carry out their CSR
initiatives (Oberseder et al. 2013).

So, if CSR can influence customer’s opinion about a company and affect his or
her buying intention as well, this factor should be taken into account when studying
the different elements that contribute to the use of the CSR activities as an adaptive
selling tool.

The CSR initiative under study demands a high level of customer involvement
due to the high level of buyers’ self-expression in the interaction with this CSR
activity. Additionally, with respect to the perceived reasons of why the company
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was engaged in this CSR initiative, there are no straight relation for customers
between the CSR activity and the company sales. Consequently, the only allowed
perceived reasons for the firm to engage in this CSR initiative are other-centered or
win-win reasons, in the worst-case scenario.

H;—Higher level of Customer Support for the CSR Initiative is positively related to
higher Use of CSR as an Adaptive Selling Tool.

The influence of Employee Importance for CSR: The strategic use of the CSR
activities, thanks to their alignment with the business core, with the corporate cul-
ture, and with the stakeholders social demands (Porter and Kramer 2006), leads to a
more positive perception of those CSR initiatives from employees (Lee et al. 2013)
making more likely the staff involvement and the success of those initiatives. So for
the purpose of this work, employee importance for CSR can be defined as the extent
to which an employee identifies him or herself with the role of CSR, not only as a
mean to progress social welfare but also to improve firm’s performance.

Therefore, as employees sense the importance of the CSR initiative for the poten-
tial customer, their own recognition of the strategic role and the potential perfor-
mance improvement of the CSR activity leads to a higher use of CSR as an Adaptive
Selling Tool. Thus, we contend that a higher level of this support accentuates the
role of the customer importance for the use of the CSR initiative as an adaptive sell-
ing tool; on the contrary, a lower level of this backing affects negatively the relation-
ship between the potential buying support for the CSR activity and the use of the
CSR initiative as an adaptive selling tool.

H,—The positive relationship between higher levels of Customer Support for the
CSR Initiative with higher Use of CSR as an Adaptive Selling Tool is moderated
by the level of Employee Importance for CSR. As CSR importance to the employee
increases, the effect of perceived customer support on CSR as an Adaptive Selling
Tool becomes stronger.

Methodology

There are additional reasons to think that the vehicle dealership industry is a suitable
context to test our hypotheses. Thus, the last available sectorial report exhibits that
car dealers experienced an important growth in sales during 2012 in different cate-
gories, such as new-light-vehicles and used-vehicles. But on the other hand, there
were some additional pessimistic figures, depicting the situation of an industry in
the middle of an economic recovery process. For instance, there was a decline in the
total dealership gross margins from 14.4 % in 2011 to 13.7 % in 2012 or an increase
of 4 % of total dealership expenses during the same period (NADA 2013).

These opposing economic results bring support to the fact that the automobile
industry is immersed in a hypercompetitive environment as many other US sectors
(Wiggins and Ruefli 2005), characterized by “intense and rapid competitive moves,
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in which competitors must move quickly to build advantage and erode the advantage
of their rivals” (D’ Aveni 1994, pp. 217-218). This context results in less sustainable
advantages, and higher hostility, unpredictability, and dynamism (D’Aveni et al.
1995; Wiggins and Ruefli 2005), increasing the likelihood of using a new instru-
ment, such as a CSR initiative, that could lead to better sales performance. Finally,
the CSR initiative implemented by the car dealer company consists of different
activities focused on increasing teenagers’ driving safety such as education, advo-
cacy, driving training, and parental involvement.

Within this car dealership environment, we implemented a qualitative pretest,
composed of twenty in-depth interviews with randomly selected salespeople from
different car dealerships of the firm. The interviews lasted between 40 min to a
maximum of 60 min, and they were designed with a double purpose: On the one
hand, achieve an appropriate level of familiarity with the company, its environment,
and the CSR initiative carried out; and on the other hand, develop a suitable ques-
tionnaire to reach a bigger salesforce group of the same firm. Because the CSR
initiative was released in 2012, the questionnaire developed was then distributed
among the total population of salespeople of the company with a service record of
more than three years in this firm. The survey was electronically circulated among
those employees with a cover letter from the HR manager of the firm.

From a total population of 319 salespeople, 195 questionnaires were returned.
From those questionnaires, 55 were discarded due to missing answers to some of
the questions included. Thus 140 questionnaires were returned with no missing
information, for a total response rate of 43.89 %, a figure considered standard for
Internet-based surveys (Cook et al. 2000). In addition to the hypotheses testing, this
survey has been employed to build an empirical model intended to forecast the like-
lihood of using CSR as an adaptive selling tool within the salesforce personnel of
the firm. The motivation to develop this empirical model comes from the important
role that the employee involvement plays in the success of a CSR initiative both
from academic and practitioner’s standpoints (e.g., Chong 2009; Hohnen 2007).

In order to achieve this, a dummy variable was created from the questionnaire,
reflecting the likelihood of using CSR as an adaptive selling tool. To test the impact
of the variables under study on the likelihood of using CSR as an adaptive selling
tool, we ran the following logistic regression model:

_ exp(ﬁo +ﬁ1x1 +ﬁ2x2 +ﬂ3x3 + B4x4) M
Yi= (l+exp(ﬁ’0 + Bix, + B,x, + Bx, + B,x, ))

where:

y;=Dummy variable, Use of CSR as an Adaptive Selling Tool (0=unlikely,
1 =likely to use it)

x;=Employee CSR importance X Custom support for CSR

x,=Organizational ID X Fit

x3=Ability to Construe

x,=Gender (0=male, 1 =female)
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Unfortunately, our data shows an unbalanced number of outputs (123 dummy
variables are 1, and only 17 are 0), so this could lead to a violation of the underlying
distributional assumptions for logistic regression (Hauser and Booth 2011), leading
to inconsistency when maximum likelihood is used to estimate the coefficients for
the logistic regression (Bianco and Martinez 2009). Therefore, three additional
methods are proposed: Bootstrap interval estimation of coefficients with R=1000
groups; robust estimation using “Mallows Class” approach; and robust estimation
using consistent estimate based on the misclassification model (Carroll and Pederson
1993; Wang et al. 2014). For some authors, the last two methods have been pro-
posed as good logistic regression coefficient estimators in the case of rare-event
data sets (Carroll and Pederson 1993). The Mallows Class estimator is a Maximum
Likelihood estimator computed with weights depending on a robust estimation of
the center and scatter matrix of the covariates and on a particular weight function.
The consistent estimate based on the misclassification model is concerned not only
with the usual logistic model, but also with every response, which is misclassified
with probability y using a misclassification function. The model estimates the coef-
ficients based on an M-estimator and previous literature shows that it should per-
form worse in small samples than the Mallows’ approach (Carroll and Pederson
1993; Croux and Haesbroeck 2003; Wang et al. 2014).

Following, we tested the model reflected on Eq. (1) over our whole sample com-
puting the hit ratio of outputs as the goodness-of-fit measure. In addition to that, a
coefficient estimation using bootstrap (R=1000 groups) was tested over the 140
cases as well.

A problem that follows when logistic regression is used in the case of rare-event
data sets is the interpretation of these goodness-of-fit outputs, which can be mis-
leading in the case of large relative ratio of outcomes. Hence, some authors recom-
mend computing the hit ratio for each of those outcomes as a better goodness-of-fit
measure (Wooldridge 2009). Under this premise, the ability of the model to cor-
rectly classify the two different outputs from a logistic regression will be employed
as a means to evaluate the different approaches for robust estimation as well as for
the regular logistic regression model and the bootstrap approach.

Furthermore, the robust approaches will be put to the test by splitting the sample
into a feed sample and a holdout sample of different sizes (Sample40 and Sample50),
so a hit ratio over the holdout sample will be computed as a goodness-of-fit mea-
sure. Finally, and in order to test the performance of the two robust approaches with
a very small sample size, a third subsample was employed with balanced number of
outcomes (Sample10). All the four samples characteristics are shown in Table 2.

Finally, our study includes two additional elements, considered as control vari-
ables: Salesperson’s ability to construe and salesperson’s gender.

Salesforce ability to construe: This construct is a higher-order construct that
includes three dimensions related to the listening process, such as sensing, evalua-
tion, and responding from the salesperson interaction with the customer, along with
the capability of the salesperson to categorize those potential buyers during the
evaluation phase.
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The sensing component of listening includes not only the perception of sound
stimuli from the customer, but also the perception of the nonverbal language, voice
tone, and gestures (Mead and Rubin 1985). The evaluation component includes all
the cognitive procedures that lead the salesperson to attribute meaning to the all the
stimuli perceived and assign its relevance (Leong et al. 1989). Especially important
is the customer categorization during the evaluation stage, because it is responsible
for a better organization, assessment, and interpretation of the sales interaction, for
a superior customer classification, and for a more precise use of sales strategies
(Leong et al. 1989). Finally, the responding phase has the purpose of inform, con-
trol, exchange opinions and sentiments, or ritualize (Mead and Rubin 1985). Unless
the selling interaction is finished, the salesperson’s responding stage requires some
action from the potential buyer. Thus, the higher the ability to construe from sales-
people, the higher their capability to practice adaptive selling in general (Sharma
and Levy 1995), and the use of a CSR initiative as an adaptive selling tool, so we
decided to include this construct as a control variable in our research.

Gender — Sex differences affect both the CSR-related constructs (e.g., Arredondo-
Trapero et al. 2011) as well as the adaptive selling-related constructs (e.g., Moncrief
et al. 2000), although the current trend in gender differences research denotes a
reduction in those differences from the early investigation on this topic (Moncrief
et al. 2000). Thus, we decided to control for gender in our study, with the purpose
of elucidating in what extension this variable affects the use of CSR as an Adaptive
Selling tool.

Results

For the purpose of testing hypotheses H,, H,, H;, and H,, the authors ran series of
linear regressions on the use of CSR as an Adaptive Selling Tool. The first theoreti-
cal model (Model 1) includes: Ability to Construe, Gender, Fit, and Customer
Support for CSR as independent variables; the second theoretical model (Model 2)
includes also the interactions showed in Fig. 1: Ability to construe, Gender,
Organizational ID X Fit, and Employee importance for CSR X Custom Support for
CSR as independent variables (see Table 1).

Our results show a positive relationship between a higher level of fit between the
CSR initiative and the firm business core with a higher Use of CSR as an Adaptive
Selling Tool as predicted. And therefore, hypothesis H; is supported and its effect is
significant (p<.05). Additionally, there is a positive relationship between higher
level of Customer Support for the CSR Initiative and higher Use of CSR as an
Adaptive Selling Tool, supporting H; (p <.05).

Table 1 shows also support for the moderating effect of Organizational ID and
Employee Importance for CSR as their inclusion increases significantly the fit of
Model 2, from an R square value of 0.402 for the no moderating effect, to a value of
0.420 for the complete theoretical model. Thus, hypotheses H, and H, are also
supported (p <.05).
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Table 1 Samples employed Total Feed Ho
for the empirical model tests Sample 140 0
#0 #0
17 0
Sample40 Feed Ho
100 40
#0 #0

11 6
Sample50 | Feed Ho

90 50
#0 #0
10 7
Samplel0 | Feed Ho
24 10
#0 #0
12 5

The negative sign of the gender variable coefficient supports the idea that men
are more likely than women to use a CSR initiative as an adaptive selling tool, and
the strong bond between the Ability to Construe and the Use of CSR as an Adaptive
Selling Tool should be also highlighted.

Following our study, Table 3 shows the comparative results of the four empirical
model approaches. Although the regular logistic regression achieves a global hit
ratio of 84 %, its performance regarding the O outputs classification is the poorest
one among all the approaches. The bootstrap global performance increases until an
87 % of correct classification but fails to improve the 0 outputs prediction.

Both robust approaches achieve better results than the former methods in classi-
fying correctly O outputs, especially in the case of Sample40, which means that the
model has been fed with a bigger sample than Sample50. It has to be highlighted
that both robust methods are tested over holdout samples, carrying out actual pre-
dictions and using a smaller number of cases to calculate the different variable coef-
ficients than in the case of the regular logistic regression and bootstrap. At this level,
no great differences can be found between the two robust approaches.

On the contrary, in the case of a very small sample such as Samplel0 (see
Table 4), both the misclassification model approach and the regular logistic regres-
sion model achieve poor results comparing to those from the Mallows approach.
Because this sample is totally balanced, the goodness-of-fit measure should be the
total hit ratio and both the misclassification model approach and the regular logistic
regression model attain a 50 %, which matches the .5 probability of a series of ran-
dom Bernoulli trials. By contrast, the Mallows robust approach accomplishes a
70 % hit ratio for such a small sample. For the future improvement of this working
chapter we expect to validate these proposed approaches with brand-new data from
a new different firm.
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Table 3 Comparison of hit Hit ratio
ratios for the total sample
San?ple(zto, ané) SamplepS07 No Robust
Total Output 0 QOutput 1
84.286 | 23.529 92.683
No Robust-Bootstrap (R=1000)
Total Output 0 QOutput 1
87.143 1 23.529 95.935
Hit ratio
Sample40 Mallows
Total QOutput 0 QOutput 1
87.5 33.333 97.059
SampleS0 Mallows
Total Output 0 QOutput 1
78 28.571 86.047
Sample40 Misclass
Total Output 0 QOutput 1
85 50 94.118
SampleS0 Misclass
Total Output 0 Output 1
80 28.571 88.372
Table 4 Comparison of hit Hit ratio
ratios for Sample10 Sample10 No Robust
Total QOutput 0 Output 1
50 80 20
Hit ratio
Sample10 Mallows
Total Output 0 QOutput 1
70 60 80
Samplel0 Misclass
Total Output 0 Output 1
50 80 20

Conclusions

This working chapter documents how CSR initiatives can also be used in an addi-
tional way to how they were usually employed in the past. Likewise, a high-fit CSR
activity in addition to customer support for that CSR initiative leads to its use as an
adaptive selling tool and the causal relationship between these two variables and the
use of CSR as an adaptive selling tool is moderated by the employee’s organiza-
tional identification and the employee’s importance for CSR, respectively.

Our analysis also shows a great relevance of the ability to construe from the
salespeople. The higher level constructs put into play, such as the perceived
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customer support for the CSR activity, in addition to the use of a completely new
adaptive selling tool demand a higher capability from the salesforce to assess the
usefulness of that CSR activity during the selling interaction with the customer.

Furthermore, our analysis emphasizes the higher likelihood of men to use CSR
as an adaptive selling tool. This fact could be related to the specific context of our
research, which was extensively dominated by male salesforce in the past, justifying
a natural evolution towards more sophisticated selling techniques than the lately
joined women.

This study also highlights the important role of both customers and employees.
In order to succeed in the use of CSR as an adaptive selling tool, the initiative has to
be relevant for these two groups: Customer’s support and employee’s support have
to be granted. Additionally, this fact emphasizes the role of fit and the role of a
proper external communication to customers and an appropriate internal communi-
cation to employees.

Finally, this working chapter suggests an empirical robust logistic regression
model that can be employed to forecast the use of CSR initiatives as an adaptive
selling tool among the salesforce members of a firm. From all the four approaches,
both robust methods perform better over smaller samples than the regular logistic
regression or bootstrap coefficient estimation. Especially, the Mallows Class robust
estimation seems to be promising in the case of very small sample sizes. This tool
could be linked in future research to the salesforce performance, in order to help
forecasting the expected revenues from implementing a CSR initiative within a
company and to help on evaluating the actual bond between CSR and CFP.
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Performance Outcome of CSR Behavior:
Moderating Role of Motivations to Engage

Chitra Srivastava Dabas and Brenda Sternquist

Introduction

The new trend in the CSR practices reflects a shift from quantity (degree) of CSR
actions to quality of such efforts. Instead of maximizing the number of CSR issues
addressed, firms are identifying key strategic issues that also align with their busi-
ness actions. For example, Coca-Cola invests in several African and Southeast
Asian countries with an intention to increase brand penetration in the region and
develop future consumers of their product in these countries (Sohn 2014). Similarly,
Cargill Inc., one of the world leaders in processed food market, closely works with
farmers in Ghana to improve their living conditions and provide education. Ghana
is a huge cocoa production base for Cargill. By investing there, Cargill protects its
own supply base for future (Sohn 2014). A report by As You Sow, a nonprofit orga-
nization, stated that retailers like GAP Inc., Timberland, Nike, and Nordstrom use
internal organizational strategies to streamline CSR efforts. They are increasingly
adopting responsible purchasing practices and have made changes in five areas of
corporate culture: designing and buying, forecasting, production management, and
pricing. These efforts have resulted in improved working conditions along with cost
reductions (CSR Wire 2010).
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CSR Motivations

CSR actions can either be strategically or altruistically driven (McWilliams and
Siegel 2001; Porter and Kramer 2002, 2006). And then there are firms who may
choose to adopt socially responsive practices that enhance firm performance and
contribute to society at the same time (Porter and Kramer 2006). In this research, we
focus on the outcome of strategic and altruistic CSR. Altruistic CSR is socialist in
nature and focuses on “giving back” of time and money to the society so as to pro-
mote social and environmental well-being (Lantos 2002). Altruistically motivated
CSR is also comparable to philanthropic CSR which is purely voluntary and is
directed towards improving the overall quality of people and the environment (Lii
and Lee 2012). Firms may even be willing to sacrifice a part of profitability when
engaging in such philanthropic actions (Lantos 2002). Strategically driven CSR, on
the other hand, is very closely aligned with firm performance. Social and environ-
mental actions are only undertaken if they make business sense. In fact, not all CSR
actions are altruistically driven. Organizations engage in socially responsible behav-
ior because they anticipate the long-term strategic benefit of such actions like sup-
ply chain efficiencies, superior brand image, better relations with suppliers and
customers, and a better work force (Porter and Kramer 2002; Brammer et al. 2007,
Collier and Esteban 2007). When organizations engage in CSR actions with the
goal of achieving profitability, they are more likely to streamline such actions with
other organizational strategies and have a more focused approach towards applica-
tion and evaluation of socially responsible behavior. All CSR actions should not be
evaluated through the same lens, as the underlying motivation may differ across
organizations. Hillman and Keim (2001) recommend that CSR actions should be
disaggregated into strategic and altruistic dimensions.

The question now is: should CSR practices be adopted because of moral obliga-
tions of businesses towards the society, or should they be adopted because such
initiatives have the potential to increase the bottom line? These two different moti-
vations would lead to differences in firm level outcomes because of the differences
in desired goals (profitability vs. unselfish social welfare). Analysis of strategically
versus altruistically motivated CSR is likely to provide better insights into the rela-
tionship between corporate social performance (CSP) and business performance
than a homogenous model of CSR motivations. The objective of this research is to
explore how strategic versus altruistic motivations for engaging in CSR behavior
affects firm performance.

Proposed Hypotheses

In this chapter, we suggest that the depth of socially responsible behavior can be
captured by two constructs: the CSR actions or the specific social and environmen-
tal endeavors undertaken by a firm and an adaptation mechanism, corporate social



Performance Outcome of CSR Behavior... 391

responsiveness, which reflects a firms’ ability to monitor, measure, and adapt CSR
actions to increase future effectiveness. We argue that though the level of engage-
ment in CSR actions may not be different between the two motivations, strategically
motivated firms are more likely to engage in corporate social responsiveness. We
also hypothesize that the relationship between socially responsible behavior and
financial performance is mediated by market performance. Further, motivation to
engage in CSR action is suggested to be a moderator for the proposed relationship
in the first part. Specifically, we propose that the relationship between corporate
social responsiveness and performance will be stronger for strategically motivated
firms than for altruistically motivated firms.

Methodology

Data is collected in the United States via online surveys. In total, 358 useable
responses from retail store managers in the United States were collected. The pro-
posed model was tested using structural equation modeling in AMOS 19.0. A two-
step approach was used to test the validity of the factor structure followed by path
analysis, as proposed by Anderson and Gerbing (1988). ML estimation method is
used to calculate parameter estimates and fit the data to the proposed model.
Responses were also tested for single informant bias because the information of
dependent as well as independent variables was collected from the same respondent
(retail store managers). Harman’s single factor test and single factor confirmatory
factor analysis were conducted to test the presence of common method bias. These
two tests suggest that single informant bias is not a major concern and is unlikely to
confound the findings of this study. Mediation effect was tested using four-step
approach suggested by Baron and Kenny (1989). Moderation effect was tested
using two group analysis in AMOS.

Results and Discussion

The results of this study confirm the influence of CSR actions and corporate social
responsiveness on financial performance (Margolis et al. 2007; Orlitzky et al. 2003;
Wu 2006) but only for strategically motivated firms. The mediation effect of market
performance for strategically motivated firms indicates that performance-motivated
CSR actions can influence customer satisfaction and strengthen brand image. These
results align with the findings of Nan and Heo (2007) who indicated that the level
of fit between firms and social issues is positively related to favorable consumer-
based brand performance. Becker-Olsen et al. (2006) also found that high-fit initia-
tives align with consumer favorability towards a firm. Consumer favorability can
lead to firm profitability and better firm performance. Thus, tactical integration of
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CSR actions with overall business strategy can influence market performance.
Market performance, in turn, increases the likelihood of purchase, thereby contrib-
uting to firm profitability.

Results also indicate that corporate social responsiveness demonstrated by
altruistically motivated firms may influence market performance. For the firms that
engage in CSR actions driven by altruistic motivations, the insignificant effect of
CSR actions on market performance and financial performance should be consid-
ered eye-opening. The belief that social sanctions may arise out of the fulfillment of
moral duties towards society may not be true. Customers may no longer be fooled
or be satisfied by an unstructured approach to corporate social responsibility. For
example, philanthropic donations, which have no relevance to business strategies,
do not contribute to firm performance. In a meta-analytic study, Allouche and
Laroche (2005) found that charitable donations have minimal effect on financial
performance. Orlitzky et al. (2003) argue that low impact actions like charitable
donations are perceived as an attempt to manage firms’ external image and therefore
are likely to be punished by capital markets. Our results corroborate these findings
and indicate that strategically motivated CSR is better for businesses than altruisti-
cally motivated CSR.

The current study represents the first empirically based analysis that confirms the
role of strategic focus on CSR actions in determining firm performance. The impor-
tance of developing a strategic orientation towards CSR actions cannot be ignored
any further. Firms that are not yet convinced about the fruitfulness of CSR are miss-
ing a prospective opportunity. Additionally, findings of this study suggest several
implications for practitioners as well.

References available upon request.
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Chief Marketing Officers and Firm
Performance: A Multinational Perspective
on the Value Relevance of the Chief Marketer

Atanas Nik Nikolov, Mihail Miletkov, and Plamen Peev

Abstract

We examine the effect of the marketing function of the firm, operationalized as the
existence of a marketing executive position (CMO, VP of Marketing), on financial
performance (return on assets) in a large global cross-sectional time-series dataset
of publicly traded companies. We draw on literature on top management team influ-
ence within the firm, and theorize that the CMO, as the consumer advocate within
the firm is tasked with a myriad of functions such as advertising, new marketing
staff hiring, sales forecasting, marketing research and marketing planning, advising
senior managers, and coordinating and controlling marketing activities at the divi-
sional level, all of which require cross-unit and cross-functional integration across
the firm. Thus, we hypothesize that as the complexity of the environment that a firm
operates in increases, so does the value-added of the chief marketers’ role.

While previous research has found mixed evidence for any link between the role
of the chief marketer and firm performance metrics, we find evidence of strong and
positive association between the presence of a chief marketing officer in the top
management team and firm performance. Using panel data regression methods, and
controlling for industry, country, and time effects, we find support for our hypotheses
that CMO presence manifests into superior bottom line performance as (1) a direct
effect, and also as (2) a corporate response to an increase in the complexity of the
operating environment, operationalized as an increase in firm scope.

Furthermore, the results suggest that the mechanism through which the effect
takes place varies across world regions. While the presence of a chief marketing
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officer in the top management team of public firms is directly and positively related
to firm performance in Latin America and the USA, a more indirect pattern of influ-
ence emerges in Europe and Asia, namely, through the moderating role of complex-
ity. Overall, we add to the fledgling literature on the importance of the CMOQO’s
influence in affecting firm performance by demonstrating that CMOs do have a
large and positive impact on firm performance, both directly and indirectly through
their ability to manage complex marketing organizations, and these effects vary
systematically across the world regions. Finally, we believe that the findings are
encouraging for marketing research and practice as they provide more evidence of
a positive link between the marketing function and overall firm profitability.

References Available Upon Request.



Innovation as a Dynamic Capability and Its
Link to Performance in the Multinational
Corporation: An Integrative Framework
and Propositions for Research

Nayyer Naseem, Swati Verma, and Attila Yaprak

Abstract Global integration of knowledge and innovation transfers in the interna-
tionalizing firm has inspired a growing literature in the international business litera-
ture. Several streams of studies examined interesting dimensions of this phenomenon,
but extant literature is still weak in research that focuses on how knowledge sharing
among the headquarters and subsidiaries of the multinational firm can boost perfor-
mance. In this chapter, we present propositions for future research based on a review
of the strands of literature that have addressed innovation in the multinational firm
and explore how the firm can utilize innovation as a dynamic capability in driving
positional advantage, and by extension improved firm performance.

Keywords Innovation * Subsidiary ® Dynamic capability ® Multinational corporation

Introduction

Global integration of knowledge and the roles of headquarters and subsidiaries in
generating, transferring, and managing innovation in the multinational enterprise
(MNE) has been receiving increasing research attention in the marketing and inter-
national business literatures recently (see for example, Ambos et al. 2006; Lahiri
2010; Dellestrand and Kappen 2011; Engel and Del-Palacio 2011; Meyer et al.
2011; Mudambi 2011; Nell et al. 2011; Berry 2014; Reilly and Sharkey Scott 2014;
Berry 2014). This interest has found expression in at least four streams of research.
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The first of these has focused on the formation of international innovation networks
in the multinational firm (Zander 2002) and the role of subsidiary capabilities in this
effort (Phene and Almeida 2008). The second has focused on the geographic clus-
tering of innovation, specifically on sources of subsidiary innovations (Frost 2001),
communication and control patterns that foster innovation (Nobel and Birkinshaw
1998), how global engagement facilitates the innovation activities of firms
(Criscuolo et al. 2010), and the role of social interaction within the MNC in knowl-
edge sharing among the subsidiaries (Noorderhaven and Harzing (2009). The third
has explored innovation processes, for example, whether cultural fit between the
MNC and the geographic location of its innovation activity will enhance corporate
performance (Ambos and Schlegelmilch 2008), whether globality of the innovation
process will generate and deliver cross-national innovation opportunities (Doz et al.
2001), and whether cross-border innovation collaborations with universities
(Sherwood and Covin 2008), suppliers (Song and Di Benedetto 2008), competitors
(Dittrich and Duysters 2007), or customers (Un and Cuervo-Cazzura 2008) will
yield new sources of sustainable competitive advantage (SCA) for the firm
(MacCormack et al. 2007). Finally, the fourth has focused on global integration of
innovation within the internationalizing firm, with special interest on global knowl-
edge generation vs subsidiary mandates for innovation, reverse knowledge transfers
from the subsidiary to the headquarters, how internal vs external embeddedness of
subsidiaries and unique knowledge combinations of subsidiaries and the headquar-
ters will influence innovation quality, local sourcing types and patterns, and main-
taining balance in knowledge exchanges between interfirm and intra-firm networks
(Yamin and Andersson 2011; Zander 2011; Reilly and Sharkey Scott 2014; Song
2014; Berry 2014).

Yet, even with this emerging literature on innovation in the internationalizing firm,
we know very little about the roles of subsidiaries and headquarters resources and
their joint impacts on innovation, whether and how these might help create a dynamic
capability in the firm that will help it develop a positional advantage, and how this
innovation-based advantage might foster improved performance at the subsidiary and
throughout the MNC network. The purpose of this chapter is to help address this void
by developing a bird’s eye view of the innovation-in-the-MNE landscape to inspire
future study. To achieve this purpose, we present a conceptual model that shows the
different clusters of studies and how they might be interrelated, present propositions
on each of these dimensions, and offer avenues for future research.

Relevant Literature

Managing and Globalizing Innovation

Innovation can be a major source of sustainable competitive advantage (SCA) for
the multinational firm; indeed, some argue that it is the raison d’etre of multina-
tional activity and internationalization (Bartlett and Ghoshal 1990). Yet, from the
perspective of the headquarters in the traditional view of the MNC, managing
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innovation in the MNC network is difficult since it presents managers with
organizational, managerial, and strategic dilemmas. For example, gaining subsid-
iary participation in the innovative effort, achieving subsidiary buy-in for R&D
collaborations, and managing dispersed resources of the MNC while assuring
decentralized authority can be daunting managerial tasks. Synthesizing the tech-
nical (R&D, engineering) with the nontechnical (marketing, new product devel-
opment) functions in each subsidiary and coordinating these across the MNC
network and leveraging and utilizing interdependent resources from each geo-
graphic location while blending these for corporate advantage can also be over-
whelming. Optimally leveraging the MNC’s organizational capabilities can be
demanding (Kuemmerle 1997). Managing innovation activities distributed across
knowledge clusters, bundling complementary sources of knowledge into mean-
ingful packages, effectively harnessing diverse skills, and mobilizing the MNC’s
knowledge through cost-effective mechanisms so as to create and deliver the
greatest possible value present other challenges in managing innovation in the
MNC (Doz et al. 2001).

The recent dispersion of MNC innovative activity and capabilities worldwide
and the resulting globally-integrated innovation projects have introduced new
problems in globalizing innovation. For example, while integration of globally
dispersed innovative projects has expanded opportunities to gain leverage from
internationally distributed resources, transforming these opportunities into MNC-
wide SCAs has been cumbersome (Zander 2002). This is because, globalizing
innovation now requires a managerial mind-set open to continuous interaction
with and input from suppliers, customers, and competitors; it necessitates design-
ing and implementing innovation processes that will assure the most effective dis-
tribution of innovation and knowledge resources and gains from innovation, and it
demands establishing a knowledge footprint that will effectively feed innovation in
the firm. It also demands building mechanisms and organizational forms with
which the new knowledge the innovation helps create can be most effectively inte-
grated, internalized, mobilized, and appropriated across the MNC’s global network
(Doz et al. 2001). Research shows that, while difficult, this is increasingly accom-
plished, and most effectively, through networks of firms (Gulati et al. 2000; Grant
1996) that come together strategically, preferably from different parts of the world,
to utilize unique capabilities and operate in a coordinated manner to achieve col-
laborative returns (MacCormack et al. 2007). This research also shows that there is
little known about how to conceptualize, develop, and deploy this capability, when
in fact such collaboration could help lower innovation costs, leverage the superior
capabilities of cooperation, access local context knowledge more easily, and aid
management in thinking strategically (MacCormack et al. 2007). Studies also
show that having a global footprint produces improved performance: globally
engaged firms innovate more as they learn from more (and diverse) sources, use
more (and diversified) portfolios of inputs, produce more knowledge-related out-
puts, and interact with greater ranges of suppliers, competitors, distributors, and
customers. They learn more, not only from their intra-MNC pools of information
and supplier and distributor networks, but also from their competitors’, collabora-
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tors’, and customers’ alliances; this helps them create and deliver superior value by
developing and deploying many types of innovation (Criscuolo et al. 2010). They
learn based on knowledge absorbed by their subsidiaries from host countries,
shared by sister subsidiaries operating in other local markets, and delivered to sub-
sidiaries by MNC headquarters in the home country (Phene and Almeida 2008;
Singh 2007). They learn through both exploration and exploitation, that is, by
exploiting existing assets and capabilities and by exploring new assets and capa-
bilities in foreign markets (Yalcinkaya et al. 2007; Ozsomer and Gencturk 2003;
Frost 2001). These processes are driven by the interplay between the subsidiary’s
innovation strategy, its evolving technical and marketing capabilities, and its mem-
bership in the local knowledge-sharing community (Frost 2001). They also learn
through enhancing their combinative and replicative capabilities (Kogut and
Zander 2002), and by developing dynamic capabilities that help them transform
what they have learned into useful new resources (Augier and Teece 2007).

These interactions among capability generation and deployment, between strat-
egy and institutional dynamics in the local market and global geographies, and
between organizational traits and managerial competencies make the MNC an ideal
research context for advancing understanding of innovation and knowledge flow
processes in the internationalizing enterprise.

Types of Innovation and Innovation Processes

The innovation streams in the literature distinguish between at least two types of
innovations. One of these makes a distinction between incremental and radical
innovations, a second between autonomous and systemic innovations, and still
another between adaptive and creative innovations. In the international business
literature (Bartlett and Ghoshal 1990), adaptive innovations are those that are tai-
lored by the subsidiary to suit the demands, needs, and preferences of the local
market, while creative innovations are those that are generated by the subsidiary
from scratch. Local subsidiaries play one or a combination of several roles in the
MNC innovation process. They can be creators of new products, processes, or
systems locally; they can adopt innovations that are developed by the parent com-
pany or a central R&D facility or sister subsidiaries; they can help diffuse local
innovations to the parent or through the sister subsidiary network; or they can
participate in the innovations that are jointly developed and deployed by the parent
and/or the sister subsidiaries, and/or alliance partners (Bartlett and Ghoshal 1990).
For example, Kuemmerle (1997) has shown that R&D subsidiaries specializing in
the creation of new technologies outside of their home countries are typically
established to access new knowledge and different systems of innovation unavail-
able to the MNC in its home market. Nobel and Birkinshaw (1998) offer a typol-
ogy of roles for R&D units in an MNC to underscore this point. Based on a sample
of 110 R&D units from 15 MNC:s, they identify three such roles for R&D subsid-
iaries, i.e., local adapters (28), international adapters (40), and global creators (41),
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underlining that many subsidiaries are now becoming participators in global
innovations because global creators possess and draw from strong internal and
external networks of relationships.

Innovation’s Link to Performance in the MNC:
an Integrative Framework

Based on this brief summary of the innovation and the MNC literature, we offer a
framework that comprehensively illustrates innovation’s link to both focal subsid-
iary and network performance in the MNC network (Fig. 1). In this model, we posit
that the focal subsidiary (FS) will combine its own resources and capabilities, along
with those it will acquire from, and share with, its parent and sister subsidiaries to
generate innovation (I) as a dynamic capability (DC). This newly-created DC, when
distributed throughout the MNC network, will render the FS a positional advantage
(PA) that will enhance its own performance (FSP) and the MNC’s network perfor-
mance (MNCP). The diffusion of innovation will be moderated by environmental
turbulence (ET), typically manifested in technological and market turbulence. Our
rationale is based on the Resource-Based View of the firm (Barney et al. 2001),
dynamic capabilities (Teece et al. 1997; Augier and Teece 2007), exploration and
exploitation (March 1991; Ozsomer and Gencturk 2003), positional advantage
(Hult and Ketchen 2001), and environmental turbulence (Eisenhardt and Martin
2000), all of which we explore later in this chapter.
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The FS’s innovative capability, an inimitable capacity, will help it shape, reshape,
configure, and reconfigure its organizational and innovative resources, knowledge,
and other asset bases to respond more swiftly and proactively to changing technolo-
gies and markets around it (Augier and Teece 2007). This dynamic capability will
be augmented by the FS’s skill in enhancing its absorptive capacity (Lichtenthaler
2009), exploiting its innovative resources, and exploring new technological possi-
bilities (Ozsomer and Gencturk 2003). While moving toward improved market
response, the level of turbulence in the FS, and by extension its collaborators’ con-
sumer and technological markets, will moderate (curb and/or enhance) the FS’s
positional advantage. For example, highly turbulent markets will demand the cre-
ation of new, situation-specific innovations and their market introduction quickly;
require closer monitoring of technological and market developments; heighten both
the need for and formation of collaborative innovation ventures; and raise opportu-
nities for experimentation with novel resource combinations. These will help boost
the FS’s market performance, and by extension, MNC performance. The higher the
FS’s capabilities in acquiring, absorbing, internalizing, and appropriating its own,
its sister subsidiaries’, and its parent’s resources and in transforming these into
dynamic innovation capabilities, the greater will be its chances of establishing a
positional advantage vis-a-vis its most relevant rivals, and thereby bolstering its
own and its MNC network’s performance.

PI1: The deeper the FS’s dynamic capability in exploiting its resources and
exploring new innovation possibilities, the greater its potential in moving
its positional advantage toward improved performance and the greater its
potential in contributing to improved performance of the MNC network.

Subsidiary Size, Experience, and Market Orientation

Generation, acquisition, combination, deployment, and utilization of resources are
the lifeblood of any productive enterprise. Among the resources that are essential
to subsidiary innovation, subsidiary size, local market knowledge, and marketing
experience in the local geography are perhaps the most significant. What is critical
in this context in fostering greater innovation in the subsidiary are the degree of
embeddedness of the knowledge the subsidiary possesses in its creative routines
and how effectively this is applied in facilitating local market-based and MNC
network-wide innovation (Yamin and Andersson 2011; Hallin et al. 2011). The
subsidiary’s ability in absorbing network-wide innovations, adapting these to its
local market needs as necessary, and grafting them into new products, processes,
and/or technologies will help it generate and extract greater value from the innova-
tion. It will also extend the life of the original technology on which the innovation
is based, creating opportunities for new uses for that technology and help spawn
new and adapted technologies. The opportunity created by this embeddedness for
repeated adoption, adaptation, and grafting of innovations will help the subsidiary
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accumulate a rich experience base from which to spring future innovations. The
subsidiary’s skill in generating, disseminating, and use of market intelligence
about current and future customer needs and aspirations, potential competitive
responses to its strategic actions, and productive work with its suppliers and other
market actors will help facilitate this process (Ambos et al. 2006; Forsgren and
Holm 2010; Nell et al. 2011). Subsidiaries that are able to combine their innate
adaptive and combinative capabilities with the exploitation of their local market
and marketing knowledge and exploration of new technologies in their local geog-
raphies are more likely to possess the capacity to generate new value through inno-
vation, and achieve higher performance. The larger, more experienced, and more
market-oriented subsidiaries are more likely to possess the depth and breadth of
resources, experience bases, and market and marketing knowledge that will facili-
tate these innovation processes (Meyer et al. 2011; Mudambi 2011; Song et al.
2011). Thus, we propose that:

P2a: The larger the subsidiary, the more likely it is that it will serve as a hub of
innovation activity in the MNC network and help generate superior perfor-
mance for both the subsidiary and the MNC network.

P2b: The more experienced the subsidiary in its local market and in the breadth
and width of scope of its innovative activity, the more likely it is that it will
serve as a hub of innovation activity in the MNC network and generate
superior performance for both the subsidiary and the MNC network.

P2c: The more market oriented the subsidiary, the more likely it is that it will
serve as a hub of innovation activity in the MNC network and generate
superior performance for the subsidiary and the MNC network.

MNC Corporate Culture and Parent-Subsidiary Relationships

Innovative activities in the MNC are affected by the corporate culture in which the
parent firm and the subsidiaries are embedded and the nature and extent of relational
bonds between the parent and the subsidiaries. Innovation is more likely to prosper
in those corporate cultures that foster entrepreneurship and risk taking, the creation
of new challenges, unique and new products and services, and the acquisition and
use of resources to promote an openly creative culture (adhocracy) and those that
encourage competitiveness, achievement, and goal accomplishment (market). In
contrast, innovation is less likely in those corporate mind-sets that are focused on
consensus and participation, teamwork and mentoring (clan) and those that support
security, conformity, predictability, stability, and efficiency (hierarchy) (Deshpande
et al. 1993). An adhocratic mind-set diffused into the MNC network is likely to
ignite innovative and entrepreneurial initiatives and a market-oriented mind-set is
likely to give life to innovations in the local and global marketplaces. In contrast,
clan and hierarchical organizational cultures are likely to frustrate innovative activ-
ity, if not block it altogether. Slater and Narver (1995), for instance, show that a
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corporate culture that fosters entrepreneurship and market orientation that is
complemented by a climate of organic and facilitative leadership and decentralized
planning will lead to higher levels of organizational learning, a SCA for the firm,
which will yield higher firm performance. Baker and Sinkula (1999) emphasize that
organizations whose cultures are high in learning orientation, and therefore inspire
generative learning in their component firms (exploration in the subsidiaries) will
create higher learning processes throughout their networks with which they will
establish and sustain a SCA that will yield improved firm performance. They ratio-
nalize that since market orientation involves outside in and learning orientation
involves inside out processes, they will jointly enhance innovation, thus improving
firm performance. Hurley and Hult (1998) underscore this finding: they show that a
corporate mind-set that emphasizes higher levels of learning and encourages inno-
vativeness in the firm will promote the organization’s capacity for market adapta-
tion, innovation, and by extension, organizational performance. These findings are
further accentuated by Deshpande et al.’s comprehensive work in Japanese MNCs
(1993) and in developed, transitioning, and developing market internationalizing
firms (Deshpande and Farley 2004).

Research on values, both corporate and personal, shows that values are also key
ingredients in understanding the culture-innovation-improved performance link.
For instance, studies suggest that the national backgrounds (and therefore, presum-
ably cultural heritages) of parent and subsidiary managers can play an important
role in knowledge transfer (Gupta and Govindarajan 2000), and such transfers
between the parent and the subsidiaries can depend on the degree of ethnocentrism
vs. cosmopolitanism possessed by parent and subsidiary managers (Tsang 1999;
Cannon and Yaprak 2002; Cleveland et al. 2009).

The parent’s view of its role vis-a-view its subsidiaries will also affect innovation
and performance. For instance, if the parents’ perspective on its subsidiaries is one
of autonomous business units, its policies will encourage local innovations vs adap-
tation of parent-led innovations to local markets, its incentive and reward structures
will help subsidiaries feel ownership, participation, and empowerment of such proj-
ects, and its resource allocation schemes will foster subsidiary-led vs. parent-led
innovation; this will likely improve subsidiary and MNC network performance. A
corporate mind-set in which standardization and formalization are encouraged will
likely distract subsidiary managers from pursuing creativity and discovery, discour-
age managers’ investments into building social capital with innovation communities
in their subsidiaries’ markets, and dampen exploratory innovation in favor of adap-
tive innovation. Facilitative leadership in the parent that favors subsidiary auton-
omy, experimentation and occasional failure and exploratory learning will more
likely spawn creative rather than adaptive innovations and promote improved per-
formance. Thus, we propose that:

P3a: The nature of the MNC'’s corporate culture will affect subsidiary and MNC-
network performance such that the more it fosters creativity and innovation
and the less ethnocentric it is, the greater will be its likelihood of facilitating
superior performance in the subsidiary and the MNC'’s network.
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P3b: The nature of the MNC parent’s bonds with its subsidiaries will affect
subsidiary and MNC-network performance such that the looser the parent’s
ties are with its subsidiaries and the more autonomous the subsidiaries are
in their innovative activities, the greater will be the likelihood that both the
subsidiary and the MNC network will achieve superior performance.

Knowledge Sharing, Collaboration, and MNC Performance

Knowledge sharing has been shown to be a significant ingredient in stimulating
intra- and interorganizational innovation collaboration (Noorderhaven and Harzing
2009; Simonin 2004). Noorderhaven and Harzing (2009), for instance, have shown
that knowledge sharing, often through social interaction of knowledge workers
within the MNC, helps it embed knowledge. This is achieved typically through the
sharing of framed experiences, values, contextual information, and expert insights
into its routines, processes, practices, and norms. This, in turn, provides a richer
framework for evaluating and incorporating the new experiences and information
that innovation generates. Simonin (2004) has shown that collaboration through
strategic alliances will enhance learning (and therefore, presumably innovative)
capacity and knowledge transfer among innovation partners. This appears to be
moderated by organizational culture, focal firm size, alliance form, and partner-
specific absorptive capacity, however (Simonin 2004).

The roles of MNC R&D subsidiaries in innovation collaborations have also been
studied. Studies show that these subsidiaries seek collaborations with local partners
(customers, suppliers, distributors) to access relevant market knowledge and the
innovation system in the host country. While there may be risks associated with
unintended spillovers from collaboration and creating a potential new competitor in
the future, working in partnership with suppliers can be useful in generating innova-
tions since the focal subsidiary can specialize in those activities of the value chain
in which it holds a competitive advantage and its codependency with its supplier can
help both in improving their competitiveness over other subsidiary—supplier part-
nerships. Challenges also arise when the subsidiary attempts to maintain coopera-
tion while also competing with partners, e.g., when competing with partners in one
market while cooperating with them in another, and when attempting to fit into the
host country’s innovative networks. This may require that the focal subsidiary
develops its absorptive capacity further to benefit from knowledge of the MNC
itself and from the knowledge network provided by the host country. Its collabora-
tions with sister subsidiaries and embeddedness into knowledge networks in other
countries may help strengthen the fit between its innovative needs and the knowl-
edge base provided by the host market (Nell et al. 2011; Zander 2011). Above all,
studies show that innovation through collaboration can become a new source of
SCA for those MNCs who think of global innovation strategically; that is, those
who develop a global collaboration strategy, invest into developing not only techni-
cal but also collaborative capabilities, get better at accessing contextual knowledge
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about markets and at leveraging superior capabilities they possess or acquire, and
organize effectively for innovation collaboration (MacCormack et al. 2007). Thus,
we propose that:

P4a: The higher the focal subsidiary’s knowledge sharing and collaborative
learning capacity, the higher will be its innovative capability and perfor-
mance outcomes.

P4b: The more embedded the focal subsidiary in the local and global knowledge
systems of its own and its partners’ networks, the higher will be its innova-
tive capability and performance outcomes.

Pdc: The more strategically the focal subsidiary and its parent MNC network
view global innovation, the higher will be the focal subsidiary’s innovative
capability and its and MNC network’s performance outcomes.

Innovation as a Dynamic Capability

The dynamic capability (DC) perspective extends the resource-based view (RBV)
by addressing how VRIN resources can be created and the current portfolio of these
resources can be refreshed in dynamic environments (Ambrosini and Bowman
2009). DCs are shaped by both enabling and inhibiting factors that are both within
and outside of the firm. Among the internal factors are the motivations, and the
searching, and market sensing capabilities of managers, their bounded rationality,
perceptions and attitudes, and leadership (proactive or not, for instance). Among the
external factors are the pace of change in the firm’s industry, and market character-
istics (complexity, uncertainty, and path dependence, for example). Innovation,
especially that which is rapid and flexible, is a key input in the DC creation process
in the firm, as is the management capability to effectively coordinate and deploy
innovation with timely market responsiveness. Innovation that involves utilization
of the firm’s internal and external competences, and that help it adapt, integrate, and
reconfigure its resources, assets, and functional competences in rapidly changing
environments can become a potent ingredient in the creation of a SCA (Ambrosini
and Bowman 2009). Thus, the significance of innovation as a DC is heightened in
the global context, especially in the rapidly transforming emerging markets (EMs).
The rapid pace of change in EMs, in both their institutions and their consumers’
expectations and aspirations, requires that firms configure and reconfigure their
difficult-to-imitate combinations of resources, skills, and assets to continue to gen-
erate SCAs, and by extension, improved performance (Meyer et al. 2011). Those
firms that are able to reconfigure, leverage, learn, and creatively integrate their inno-
vative activities and processes should be able to enjoy these SCAs.
Thus, we propose that:

P5a: The more skilled the focal subsidiary and the MNC network are in generat-
ing and deploying innovation as a DC, the more likely it is that they will be
able to create SCAs and achieve superior performance;
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P5b: The more skilled the focal subsidiary and the MNC network are in generating
and deploying innovation as a DC in rapidly changing environments, such
as EMs, the more likely it is that they will be able to create SCAs and
achieve superior performance in these settings

Positional Advantage, Turbulence, and Performance

Positional advantage (PA), the resource that gives the organization a superior com-
petitive position by reducing its costs and increasing the value it provides its cus-
tomers (Hunt and Morgan 1995), has been shown to be a key ingredient in
establishing SCA and improved performance (Day and Wensley 1988). Hult and
Ketchen (2001) have conceptualized PA as a second-order construct composed of
market orientation, entrepreneurship, innovativeness, and organizational learning,
and have shown that PA yields improved firm performance. They have reasoned that
innovativeness, in conjunction with entrepreneurship, serve as powerful antecedents
of increased quality and customer loyalty. Thus, PA, a result of innovation, can be
viewed as an important constituent of SCA, and therefore, improved performance.

The market orientation literature suggests that environmental turbulence (decom-
posed into technical and market turbulence) is likely to arise from the rapid changes
in the tastes and preferences of customers and their continuous migration among
market segments, especially in markets that are today experiencing very rapid trans-
formations, such as the EMs. The focal subsidiary has to learn to cope with, and
swiftly adapt to, these transformations, not only in its own local market, but in its
MNC-network partners’ markets (Dellestrand and Kappen 2011). While this will
sometimes involve adaptive innovations (exploitation), in many cases it will require
the creation of new, situation-specific (exploration) innovations (Eisenhardt and
Martin 2000). Not only will the FS develop partner-searching and market-sensing
capabilities to explore, nurture, and invest in partnering opportunities, it will have to
also cultivate customer-linking and channel-bonding skills (Day 1994) to generate
exploratory and exploitative-process-based innovations. It will have to adapt to net-
work partners more swiftly, coordinate exchanges more smoothly in multiple rela-
tionships, and mobilize and leverage resources embedded in its entire alliance
network more briskly when compared to its relevant rivals. Because the uncertainty
in turbulent environments will raise causal ambiguity, it will be difficult for relevant
competitors to imitate these resource and capability combinations of the FS in a
timely manner (Forsgren and Holm 2010; Ciabuschi et al. 2011). Hence, a FS with
greater accumulated stocks of these capabilities (DCs) will be more likely to achieve
SCA and improved performance. It is also more likely that it will be perceived as an
attractive innovation partner to other innovative firms (Kandemir et al. 2006). In
contrast, in relatively stable and predictable environments, competitors and pro-
spective partners will more clearly sense the resource and capability combinations
that will likely yield improved performance, an imitable resource, and will likely
fuel only exploitative, rather than exploratory, innovation.
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A wide range of measures have been applied in the literature to measure
Performance. These have included measures of market performance, organizational
performance, and firm performance, and have involved both quantitative (ROI,
Stock value, Income growth, etc.) and qualitative measures (customer satisfaction,
customer loyalty, customer lifetime value, etc.). Establishing the direct link between
innovation (alternatively innovativeness) and improved performance has typically
been difficult, but such measures as knowledge inflows to the firm vs outflows from
the firm, patent citations, and knowledge spillovers to network partners have been
used to establish proxy measures. We view improved performance in terms of
changes in organizational outcomes due to innovation, whether these changes are
expressed in the scale and quality of subsidiary innovation, citations received by
patent portfolios, social interaction gains through knowledge sharing, knowledge
transfer among sister subsidiaries or between the FS and its portfolio of partners,
patent gains through R&D, or financial measure gains (market share, profitability,
sales volume) in the FS and the MNC network as a whole. Thus, we propose:

Pé6a: The more capable the subsidiary is in generating and deploying an
innovation-based positional advantage, the more likely it is that it will be
able to achieve superior performance;

P6b: The more turbulent the environment in which the focal subsidiary is
engaged in innovation, the more likely it is that it will generate and sustain
an innovation-based positional advantage that will yield it superior
performance.

Discussion, Conclusions, and Avenues for Future Research

Innovation in the multinational network of the MNC has become an interesting
research question in international business. Rapid changes that have engulfed the
world economy, especially those in the emerging markets, have made innovation the
centerpiece of inquiry into global competition among networks of producers, sup-
pliers, and customers. While we have learned a lot from extant research, many ques-
tions still remain about how innovation yields improved performance in the MNC
network. These include (1) why and how knowledge flows take place among the
parent firms, the subsidiaries, their relevant competitors, and chosen collaborators;
(2) what might be the pace and scope of knowledge spillovers among sister subsid-
iaries, between local subsidiaries in host markets and their host-market counter-
parts, and among host-market competitors; and (3) how global integration of
innovation can be most effectively achieved in the MNC and what roles the resource
pools, institutional frameworks, absorptive capacities, and local and corporate
embeddedness of the headquarters and subsidiaries might play in this effort. In this
chapter, we tried to make a contribution to this stream of inquiry. We developed a
model that we believe comprehensively describes the innovation process in the
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MNC network and its link to superior performance. The lynchpin of our model is
our argument that, when developed and deployed as a dynamic capability and orga-
nized in the firm with a strategic perspective, innovation will have the potential to
yield superior firm performance, however it is measured. This will be particularly
so in the rapidly changing market environments we are observing today in the
emerging markets. It will also likely require higher levels of collaboration with cur-
rent and potential competitors, and thus will likely necessitate the development and
cultivation of partnering skills. As these are significant dynamic capabilities, acquir-
ing, internalizing, and appropriating these skills throughout the MNC network will
be paramount for innovating firms.

While there are many research questions that arise from our work, for purposes
of brevity we offer only the following. First, we need to develop better measures of
improved firm performance that are sourced in innovation gains in the firm. Our
study of the literature showed that often improved performance in the innovation
context has been measured with indirect, proxy measures, and employing more
direct measures should enhance our understanding of innovation-sourced gains.
Second, we need to develop better measures of dynamic capabilities and how they
enhance value creation in the firm. While we have elegant conceptualizations of this
concept and illustrative examples of it in the literature, its measurement remains
fluid; it needs operational tightening. Third, we need to establish our innovation-
related research in a broader range of theories that will allow the opportunity for
deeper theorizing. Currently, this literature sits on only a few theories, i.e., the RBV,
absorptive capacity, and the knowledge-based view of the firm. Expanding this
foundation to include a greater number of theories, i.e., social exchange theory,
agency theory, the strength-of-ties perspective, and so forth, should further enhance
our understanding of how innovation can serve as a source of SCA and yield supe-
rior performance in the MNC. For instance, learning more about the social and cul-
tural processes that help bond global innovation teams and innovative domains
together, and the bonding mechanisms that are involved in these and how they can
be made more productive will help us better understand the innovation processes in
multinational settings. It will also make our work much more interdisciplinary, a
very much needed feature in the development of any discipline. Finally, we need to
make our research much more managerially relevant. In this context, we should
focus on such questions as: (a) how can we make our innovation processes increas-
ingly more global; (b) what organizational structure changes will globalizing inno-
vation processes require and how might we construct these; (c) how can we better
leverage market-based capabilities and internalize local-market-contextual knowl-
edge; (d) how should we distribute innovation and innovation-related gains along
our value-creating chains; and (e) how should we distribute innovation ownership,
participation, empowerment, responsibility, accountability, and reward systems
across our MNC network units so as to achieve maximum SCAs and superior firm
performance. We hope that our chapter will inspire future research that will address
these questions, and do so comprehensively.
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Market (Re)creation Through Innovation
and Entrepreneurship

Melissa Archpru Akaka, Sharon Alvarez, Hans Kjellberg, Suvi Nenonen,
Kaj Storbacka, Stephen L. Vargo, Peter Whalen, and Susan Young

Abstract

In this special session we reconsider how innovation and entrepreneurship influence
the (re)creation of new markets by exploring and extending a service ecosystems
approach, based on service-dominant (S-D) logic (Vargo and Lusch 2004, 2008).
Importantly, S-D logic has been connected with emerging entrepreneurial theories
(Read et al. 2009) and aligns with a focus on the creation of opportunities under condi-
tions of uncertainty (Alvarez and Barney 2005, 2007, 2011). In addition, a service
ecosystems view points toward institutionalization (i.e., (re)formation of institutions)
as an underlying process that drives innovation, or development of new technologies
and markets (Vargo et al. 2014). Based on this, markets are defined as “institutional-
ized solutions” that emerge and evolve (and dissolve) over time and space. In this
light, we integrate emerging views on markets, innovation and entrepreneurship to
address the questions: (1) What are markets? (2) Where do markets come from? and
(3) How do markets evolve?
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* Suvi Nenonen and Kaj Storbacka will address the question “What are markets?”
by presenting a holistic and dynamic conceptualization of markets that centers
on developing a deeper understanding of the market concept to provide practical
insights for shaping markets.

e Sharon Alvarez, Peter Whalen, Melissa Akaka, and Susan Young will delve into
the question “Where do markets come from?” through a study of the emergence
of the King Crab market, which points toward entrepreneurs as important cocre-
ators of opportunities and markets.

* Hans Kjellberg will explore the question “How do markets develop and change?”
by identifying specific practices and processes that drive market (trans)
formation.

Taken together, these presentations provide important insights into how the cre-
ation of new markets is required to continually increase wealth and well-being (i.e.,
create value) for individuals and organizations, as well as nations. The session will
begin with Stephen Vargo and Melissa Akaka presenting an overview of the impor-
tance of studying markets and how a service-ecosystems approach to innovation and
entrepreneurship can inform our understanding of market (re)creation. The three
presentations will then elaborate the nature of markets, and how they emerge and
evolve through the engagement of practices and (re)formation of institutions. The
session will conclude with an open discussion among the speakers and the audience
to discuss the implications of this market-focused understanding of innovation and
entrepreneurship and identify directions for future research.

References available upon request.
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The Effects of Different Types of Control
in Co-production Experiences

Jennifer L. Stevens, Carol L. Esmark, and Stephanie M. Noble

Introduction

Customer participation has become an important firm strategy (Bendapudi and
Leone 2003; Vargo and Lusch 2004). Companies are designing their offering(s) to
allow customers to participate to various degrees in the process of creating and
delivering the offering(s). In this strategy, not only do providers select a level of
customer co-production, but also the level of control available to customers. This
study examines the effects of control types (cognitive, behavioral, and decisional)
and their interaction on customers’ affective responses in service contexts with
varying levels of co-production.

Conceptual Background

Co-production

Co-production is defined in this study as the involvement/participation of a cus-
tomer with a firm in the creation of a product (Auh et al. 2007; Lengnick-Hall et al.
2000). However, co-production service experiences vary widely depending upon
the extent of involvement between customer and firm. The level of co-production
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depends upon the degree of consumer involvement/participation, which equates to
the extent of tasks required. One aspect of co-production relatively neglected has
been the issue of customer control. The underlying belief in increasing customer
involvement in the service experience is it increases customers’ perceived control,
thus enhancing their experience and outcomes (Bendapudi and Leone 2003; Meuter
et al. 2000; Oliver et al. 1998). However, little work has examined how services
structure their co-production experiences in terms of customer control, an element
that could substantively influence a customer’s affective response.

Controls and Level of Production

Reactance theory’s basic premise states that as threats to behaviors increase and
reduce an individual’s freedoms, a person will react in ways to regain or reduce the
loss of the threatened behavior (Brehm 1966). As not all behaviors are seen as the
same importance, it is not expected that low levels of all types of control will see the
same reactance. A single threat to behavior in low co-production will be felt more
than the same threat in high co-production as the proportion of threats to free behavior
will be different across co-production levels.

Cognitive control involves the consumers’ interpretation of the situation and
event, which is exemplified when consumers are involved in obtaining information.
Reactance theory (Brehm 1966) suggests that higher levels of cognitive control will
reduce reactance as measured by affective responses. Control is seen as a freedom
and less cognitive control will result in lower affective feelings. However, reactance
theory also suggests as the number of behaviors increases, the proportion of the
threat to behavior decreases causing less reactance. Therefore, cognitive control
will be seen as a greater threat in low co-production situations when the threat is a
greater proportion to free behavior resulting in lower affective responses. High co-
production situations require more behaviors on the participant’s part reducing the
proportion of threat to behavior.

H1: There will be an interaction between levels of co-production and levels of cog-
nitive control where higher levels of cognitive control will have a positive effect
on affective responses when co-production is low, but not when co-production is
high.

Behavioral control is a consumer’s perception of what he/she can do to modify
or influence the situation or event, exemplified by control over procedure. The
extant literature has shown higher levels of behavioral control have positive out-
comes since the individual perceives he/she is able to have input into the experience
lessening any frustration, which is in line with reactance theory. We contend when
co-production is low, higher levels of behavioral control are not perceived as advan-
tageous. In low co-production situations higher behavioral control (i.e., providing
multiple options to modify the customer’s experience) increases the level of
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complexity and customers might actually prefer little procedural flexibility in low
co-production situation.

H2: There will be an interaction between levels of co-production and level of behav-
ioral control such that, higher levels of behavioral control will have a negative
effect on affective responses when co-production is low, but not when co-
production is high.

Decisional control refers to whether it is the customer’s own decision to enter
into a situation and perceived alternatives (Averill 1973). As customers choose to
engage in a situation, its outcome is viewed more positively, partly due to the cus-
tomer’s acceptance of responsibility for the situation. This is consistent with the
findings of Bendapudi and Leone (2003) who found higher decisional control to be
beneficial in customers accepting responsibility in co-production tasks. This is also
consistent with reactance theory (Brehm 1966) which states individuals want free-
dom of choice and react negatively against threats to their freedom. We believe
decisional control dominates the influence of affective response, regardless of the
level of co-production.

H3: There will be a positive relationship between the level of decisional control and
affective responses, independent of the level of co-production.

A two-study design, across two distinctive service contexts, was used to test the
effects of level of co-production and control on customers’ affective responses.

Study 1: Restaurant Context

Design and Procedures

Study 1 consisted of three experiments: 1a-c. A2 (level of co-production: low, high)
x 2 (level of control: low, high) between-subjects design for each of the three types
of control was used. 314 subjects were recruited from the undergraduate population
of a southern university in exchange for extra credit. The scenarios were modeled
on derivations of two existing chain restaurants in which customers engage in vary-
ing levels of co-production. A restaurant context was used for the scenarios as (1)
restaurants frequently require their customers to engage in co-production activities
and (2) the context was appropriate and realistic.

The manipulation checks for both studies showed the scenarios significantly dif-
fered between low and high control levels for each type of control, supporting the
manipulations. Cognitive control involved subjects perceiving information to be
available or not; behavioral control was manipulated through a set procedure for the
process or not; and decisional control was manipulated through the participant hav-
ing the option to have a server do the tasks or being required to do it themselves.
Level of co-production (low and high) was manipulated across scenarios. The low
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co-production experience consisted of “getting your own drink” as part of the res-
taurant meal, whereas the high co-production experience consisted of customers
getting their own drink, meat, vegetables, and sauces for the stir-fry.

Subjects were asked to indicate the degree to which four 7-point semantic dif-
ferential scales, adapted from Hui and Tse (1996), described how the task(s) asked
of them by the server made them feel (i.e., unsatisfied/satisfied, annoyed/pleased,
unhappy/happy, bored/relaxed). Higher scores indicated more positive affect.
Reliabilities were consistent across experiments. Scale items were collapsed to create
mean scores.

Results

General linear models were used to test the hypotheses. In all analyses, we con-
trolled for realism. For H1, cognitive control, we found the interaction effect signifi-
cant [F(1,92)=4.02, p<.05]. The simple effects within the low co-production
condition were significant with low cognitive control leading to less affective
responses (mean=3.23) than high cognitive control (mean=4.05, p<.05), as pre-
dicted supporting H1. The simple effect within the high co-production condition
was nonsignificant (mean,gycc=3.41 vs. meanygcc=3.47, ns.).

For H2, we also see a significant interaction effect as expected [F(1,91)=4.46,
p<.05]. The means for the simple effects within the low co-production condition
show the hypothesized negative influence of higher levels of behavioral control on
affective responses, such that higher control leads to less positive affective response
(meany;gnpc=3.46 vs. mean,,zc=4.03, p<.01); whereas there were no differences in
the high co-production situation (meanpmpc=3.55 vs. mean,,,pc=3.39, ns), sup-
porting H2.

H3 predicted only a main effect for decisional control and not the interaction
between level of decisional control and co-production. We see a nonsignificant
interaction between level of decisional control and co-production [F(1,97)=.001,
n.s.]; however, the main effect for level of decisional control was significant
[F(1,97)=6.29, p<.05], supporting H3.

Study 2: Academic Advising Context

Design and Procedures

Study 2 was conducted to test the generalizability of Study 1 results in another con-
text. As in Study 1, three experiments (2a-c) were undertaken to account for each
type of control. A 2 (level of co-production: low, high) x 2 (level of control: low,
high) between-subjects design for each type of control was used. 240 subjects were
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recruited from the undergraduate population of a southern university. This context
involved participants registering for classes on a new online system.

Cognitive control was manipulated by having subjects search for information
about this new system and either finding information or not finding information.
Behavioral control was manipulated by varying the flexibility in registering through
the online system by being able to do it all at once in order or being able to skip
around and come back at a later time. Decisional control was manipulated in the
scenarios by indicating the student had to complete the survey or they had the option
for the registrar’s office to do it for them. Co-production was manipulated through
the amount of time and effort put forth by the participant to complete the online
registration.

Results

Generalized linear models and moderated regression analysis were used to test the
hypotheses. As in Study 1, we controlled for realism in all the analyses reported
below. For the interaction between level of control and level of co-production for
Hypothesis 1 showed a trend [F(1,60) = 3.27; p =. 075], with the simple effect of
level of control in the low co-production condition driving the result showing the
expected differences (mean,,ycc = 3.33 vs. meanygcc = 4.56, p < .05); whereas the
simple effect of level of control was not significant in the high co-production condi-
tion (mean,gycc = 3.82 vs. meanyghcc = 3.72, ns.). These results support HI and are
consistent with Study 1.

Hypotheses 2 found support for the interaction effect [F(1,56)=9.53; p<.01];
however, instead of a negative simple effect of level of control in the low co-
production condition, we found a positive effect, where higher levels of behavioral
control lead to higher affective responses (mean,gypc = 3.02 vs. meanyghpc = 4.29, p
<.001). This result is opposite than the results found in Study 1. One reason for this
discrepancy is likely due to consumers’ perceptions of the benefit/advantage of hav-
ing procedural control across the two contexts. In the restaurant scenario having
procedural control did not help the situation any, but rather just added a layer of
frustration and complexity to a very simple task. In the advising context, however,
flexibility in filling out the online survey added some customization ability by
allowing students to fill it out as it met their schedule, which was seen favorably.

The results for H3, the positive relationship between decisional control and
affective responses was consistent across both studies. In the advising context we
find a trend for the main effect of level of control [F(1,83)= 3.46; p = .066], with
higher levels of control leading to higher affective responses supporting H3.
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General Discussion

The findings of this study help to extend the extant literature on control by examin-
ing the interaction of control types with co-production. The findings show boundary
conditions to reactance theory (Brehm 1966). Reactance theory suggests that addi-
tional threats to behavior cause an increase in reactance. Control is an important
element of reactance theory and this study shows how different controls interact
with co-production.

Our results clarify that predictions cannot be generalized across the three types
of control in such experiences. The results indicate for decisional control, the
level of co-production does not matter. As long as consumers are given decisional
control, their affective ratings of the situation are positive, which may make it
advantageous. Given that behavioral and cognitive controls only influenced affec-
tive responses when co-production was low, we suggest firms consider decisional
control as a priority as it is influential to affect regardless of co-production levels.
Consumers will respond more favorably in service experiences, whether they are
asked to be slightly or highly involved in the co-production experience, as long as
they feel they are given control over whether or not to participate in the
experience.

References available upon request.



Front-Line Employee Deviance, Encounter
Satisfaction, and Customer Citizenship
Behavior: An Experimental Design

Achillleas Boukis, Nikoletta-Theofania Siamagka, Farhana Tabassum,
and Minas Kastanakis

Abstract

While to date, the phenomena of employee deviance and customer citizenship
behavior have overwhelmingly been studied in an isolated and disparate fashion.
This empirical effort lays the ground for exploring the impact of employees’ devi-
ant behavior under different conditions on repurchase intention, customer citizen-
ship behavior (CCB) towards the company, and encounter satisfaction during a
specific service incident. Understanding the impact of employee deviance on cus-
tomers’ experience during the service encounter remains crucial as the costs of
deviant behavior to the organization primarily impair service quality and possibly
discourage customers from repeat business (Harris and Ogbonna 2012). Most rel-
evant studies mainly focus on negative aspects of employee deviance, ignoring
the existence of customer-oriented deviant behaviors which can positively affect
customer experience during the service specific transaction (Stock and Bednarek
2014). Despite the focus on some organizational and individual determinants of
deviant employee behavior such as job control or need for social approval (Brady
et al. 2012), the extant research rarely acknowledges how various types of deviant
employee activity affect customer perception of the FE or the organization (Daunt
and Harris 2013). Equally important, the role of employee deviance during the
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service encounter for customer citizenship (or dysfunctional) behavior has never
been considered, despite calls to identify the organizational-based determinants of
customer deviant behavior (Boo et al. 2013; Gong et al. 2013).

This study adopts an experimental design with the aim of examining the impact
of employee deviance on encounter satisfaction, repurchase intention, and cus-
tomer citizenship behavior (CCB) towards the company. In particular, a 3x2x2
between-subjects experiment was conducted which examines the effects of
employee deviance on customer outcomes under different conditions. The indepen-
dent variables manipulated were employee deviance towards customer (positive,
negative, or no deviance), whether the problem the customer faces is severe or not
(high and low severity), and whether the outcome of the interaction was successful
or not (successful or unsuccessful final outcome). Taken together, the results of this
study suggest that different types of employee deviance affect customer outcomes
in different ways. For the very first time, the effect of employee deviance on cus-
tomer citizenship behavior is empirically confirmed. When employees display a
negative deviant behavior towards customers, the chances for reciprocating the
company with customer citizenship behavior are significantly lower than when
employees display a positive deviant behavior towards customers.



Service Coopetition Under Alliance:
A Competitive Dynamics Perspective

Wei-Lun Chang

Abstract Airline companies join airline alliances to cope with the high level of com-
petition in the airline industry. However, pressure within an alliance is substantial.
Few previous studies have investigated alliance selection and dynamic competitive
behavior. This study used competitor mapping and awareness-motivation-capability
competitive dynamics to analyze airline alliances. The results revealed that alliances
compete to recruit airline companies, and the power differences in the alliances are
considerable; only a few of the airline companies within the alliance possess power.
In addition, we interviewed two senior managers to confirm the results of the analysis.
A detailed content analysis was performed to test each hypothesis.

Keywords Competitor mapping ¢ Awareness-motivation-capability (AMC)
analysis ® Competitive dynamics
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The Role of Customer Readiness in Customer
Participation in Non-technology-based Service
Delivery and Its Outcomes

Atieh Poushneh and Arturo Z. Vasquez-Parraga

Abstract Whereas customer readiness has been found beneficial in the provision of
tech-based services, its usefulness has not been thoroughly evaluated in the provi-
sion of non-tech-based services. Customer readiness seems to impact on customer
participation in service delivery, and thus mediate the effects of many factors influ-
encing such participation. This empirical chapter examines the role of customer
readiness in customer participation in service delivery and its indirect effects on
customer outcomes such as perceived service quality, customer satisfaction, and
customer willingness to recommend. Because of its mediating role, customer readi-
ness is also examined as the recipient of various antecedents of customer participa-
tion, such as previous experience, desire for control, need for interaction, product
complexity, perceived risk, and customer organizational socialization. The results
show that customer readiness has a significant impact on both customer participa-
tion and its outcomes, and that it effectively transfers the role of the four anteced-
ents (previous experience, desire for control, perceived risk, and customer
organizational socialization) to both customer participation and its outcomes.

References available upon request.
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Characteristic of Social Media Marketing
Strategy and Customer-Based Brand Equity
Outcomes: A Conceptual Model

Phuoc H. Pham and Bashar S. Gammoh

Abstract

Social media is increasingly recognized by companies as an important and effi-
cient marketing channel to connect with consumers. Existing research on social
media is focused on studying issues related to social media and branding from
consumers’ side at the individual or group level including social media adoption
and practice, the interactions and dynamics of brand communities, and online
consumer behaviors. Furthermore, social media marketing activities are found to
have strong influence on brand reputation and brand equity. Still, very little
research studies the effect of different dimensions of social media marketing
strategy on important customer-based brand equity (CBBE) outcomes such as
brand awareness, brand judgments, brand feeling, and finally brand resonance.
The questions of what level and what kind of social media marketing activities
are needed to help firms build CBBE are not properly addressed. Furthermore,
the differential impact of different social media activities on different compo-
nents of CBBE is not clear. Yet these concerns are extremely important for any
company to develop its social media marketing strategy effectively. This chapter
contributes to the literature by introducing four important dimensions of social
media marketing strategy: Variety, Diversity, Intensity, and Connectivity. Variety
refers to how many different social media platforms and applications are being
used in the brand social media marketing strategy. Diversity refers to the variety
of marketing activities in which the brand utilizes social media efforts. Intensity
of activities relates to how frequently the brand organizes online events and
activities across the different platforms. Connectivity refers to how well those
platforms are linked together and work as a whole to help brand achieve brand
strategy. Our propositions suggest that while being in social media can generate
brand awareness, different social media platforms establish different brand asso-
ciations, creating different effects on CBBE. Particularly, blogs and microblogs
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are found to associate with building brand performance and brand judgment;
content sharing sites can generate brand imagery and brand feeling; and social
networking sites show the purpose of building brand resonance (brand relation-
ship). Furthermore, different social media activities produce different impacts on
CBBE pyramid. By providing promotion and entertainment information, compa-
nies can get their online users’ attentions. However, positive brand performance
and judgment can be best generated by opening online sales and support and
public relations. Finally by engaging online customers in marketing research and
crowdsourcing activities, firms are able to strengthen their brand resonance with
their surround communities. The successfulness of these activities is moderated
by their frequency and connectivity with each other. The propositions in this
chapter also convey some managerial implications. This chapter helps firms have
a better and clearer view of how social media activities can be utilized effectively
and efficiently. The results facilitate the uses of social media based on firms’
branding strategy because the choices of social media channels and activities are
shown to help achieve particular branding objectives.

References available upon request.



The Effect of Social Media on Customer
Satisfaction and Relationship Strength
in a Service with High Perceived Risk in Japan

Kaede Sano and Hiroki Sano

Introduction

Social media was born from innovational technological changes and has now been
recognized as essential communication platforms not only for different online users
but also between companies and customers. More and more companies have begun
to realize the influential power of social media and are now utilizing it in various
fields such as customer relationship management and product innovation. However,
applying social media to a real business environment still presents a challenge for
most companies as it is a new communication platform without a long history. In fact,
most companies appear to be just following the trend of using social media in busi-
ness without understanding why their customers follow them via social media (Baird
and Parasnis 2011). Moreover, detailed effects of companies’ social media marketing
activities on customers have not been thoroughly explored. To our knowledge, few
academic studies, mostly empirical ones, explore these issues.

This study aims to investigate, in the context of a service industry with high per-
ceived risk, the nature of a social media marketing activities construct and its rela-
tionship to customer satisfaction and relationship strength. Specifically, we conducted
a nationwide questionnaire survey to understand how Japanese customers evaluate
non-life insurance service companies’ social media marketing activities. Japan is still
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relatively new to using social media in a real business environment even though it is
growing. Based on the results of the survey, we discuss what the dominant dimen-
sions of a social media marketing activity construct are in the service industry with
high perceived risk, and then address how social media affects customer satisfaction
and relationship strength.

Conceptual Foundations

Social Media Marketing (SMM) Activities

In this study, social media refers to online services such as social networking sites,
blogs and micro-blogs, and content-sharing sites where users interact by exchang-
ing information. Partially following findings in Kim and Ko (2012), we propose that
“Interaction” (sharing of information and personal opinions), “Trendiness” (gaining
the latest information), and “Customization” (enjoying a customized level of ser-
vice) are relevant to explain perceived SMM activities in this study. Besides, we
claim “Security” (decreasing perceived risk) as a fourth dimension of perceived
SMM activities expecting the effects of SMM activities to mitigate ambiguity in
quality of services, thus leading us to hypothesis 1:

H1: The dominant dimensions of social media marketing activities include
“Interaction,” “Trendiness,” “Customization” and “Security” in the context of ser-
vices with high perceived risk.

Customer Satisfaction (SAT)

We focus on an affective nature of the satisfaction construct (Olsen 2002; Rust and
Oliver 1994; Cronin et al. 2000) and define it as “an evaluation as well as an emotion-
based response to a service” (Olorunniwo et al. 2006). As two-way communication
platforms, social media can greatly enhance the communication between companies
and customers. Particularly in industries with high perceived risk, customers tend to
rely on more information provided by companies to decrease such risk before and
during their use of the service. If companies’ SMM activities are effective enough,
customers will be emotionally satisfied with those companies’ services.

Relationship Strength (RS)

Based on previous studies, the strength of customer relationships can mainly be
measured by Commitment (e.g., Strandvik and Liljander 1994; Halinen 1996;
Bove and Johnson 2001), Repurchase intention (e.g., Strandvik and Liljander
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1994; Lee et al. 2001; Sirdeshmukh et al. 2002), and Positive WOM (e.g., Lee
et al. 2001). Furthermore, numerous previous studies show that customer satis-
faction is one of the critical antecedents of repurchase behavior (e.g., Cronin and
Taylor 1992; Olorunniwo et al. 2006), positive WOM (e.g., Lam et al. 2004), and
commitment (e.g., Henning-Thurau et al. 2002). This theoretical background
leads us to hypothesis 2:

H2: Boththedirecteffect(SMM — RS) and the indirecteffect(SMM — SAT — RS)
of social media marketing activities well explain the strength of customer relation-
ships in the context of services with high perceived risk.

Research Methodology and Data

Measurement

“Interaction,” “Trendiness,” and “Customization” are measured by items used in
Kim and Ko (2012) in which three items are used for “Interaction,” two items for
“Trendiness,” and two items for “Customization.” To measure “Security,” we cre-
ated three original items which ask whether the information provided by an insur-
ance company through social media decreased perceived quality risk, financial risk,
and psychological risk, respectively. The first two types of risk are based on Kim
et al. (2008), and in addition to them, changes in the psychological risk are also
measured considering the effect of the intangibility of service on consumers’ anxi-
ety before and during the service encounter.

Customer satisfaction is measured by four items in accordance with the Japanese
Customer Satisfaction Index (JCSI) model. As for relationship strength, we assume
that it consists of three dimensions: WOM, repurchase intention, and commitment.
WOM includes two items and repurchase intention includes four items, all of which
are taken from JCSI. To measure commitment, two statements were prepared based
on Gustafsson et al. (2005), which are evaluated using the seven-point Likert-type
Scale (1=Strongly disagree, 7=Strongly agree).

Sample and Data Collection

Two waves of internet-based nationwide sampling took place in order to attain a
sufficient number of survey respondents who had experience of accessing or
using the non-life insurance service’s social media. As a result, 338 completed
questionnaires were obtained and used for data analysis. Respondents consis-
tently answered all questions based on their experiences with a specific insurance
company, so they basically answered about different companies’ businesses and
their SMM activities.



438 K. Sano and H. Sano

Results and Discussion

Dimensions of SMM (Testing HI)

With SPSS 17.0, an exploratory factor analysis (EFA) was conducted to test HI.
Ten items were first analyzed over the 338 responses. As with Olorunniwo et al.
(2006), items with a loading smaller than 0.4 on any factor were deleted, and
items that demonstrated cross-loadings greater than 0.4 on more than one factor
were dropped. This process results in a three-factor model. The eigenvalues and
Cronbach alpha are 5.28 and .85 for Factor 1 (Interaction), .69 and .85 for Factor
2 (Security), and .49 and .87 for Factor 3 (Customization), respectively. All of
the calculated alphas are above the widely recognized rule of thumb of 0.7
(Nunnally 1978).

In order to properly assess the dimensionality of SMM activities, a confirmatory
factor analysis (CFA) was conducted with AMOS 18, revealing a reliable model-fit
for the data with »*=30.221,df =17, GFI=.978, AGFI=.953, NFI=.983, CFI=.993,
RMSEA=.048, and all included eight items loading significantly at p<.000 level.
Standardized path weights are .909 for SMM — Interaction, .905 for SMM — Security,
and .966 for SMM — Customization, respectively. The results do not support HI.
That is, in the context of services with high perceived risk, the dominant dimensions
of SMM activities include “Interaction,” “Customization,” and “Security,” however,
“Trendiness” seems not to be a dominant dimension.

Structural Analysis Between SMM, SAT, and RS (Testing H2)

To test H2, a covariance structural analysis was conducted with AMOS 18. We
constructed a conceptual model in which SMM activities directly (SMM — RS)
and indirectly (SMM — SAT — RS) influence relationship strength. This structural
model fits the data very well with: ¥*=398.215, df =129, GFI=.873, AGFI=.832,
NFI=912, CFI=.939, and RMSEA=.079. All factor loadings and path weights are
significant at p<.000 level. Standardized path weights are .417 for SMM — RS,
.743 for SMM — SAT, and .544 for SAT — RS, respectively. As expected, the path
weights are all positive and significant, thus supporting H2.

Note that the direct effect of SMM on RS (.417) and the indirect effect of SMM
on RS with SAT as a mediator (.743 x.544 = .404) are almost equally positive and
significant, doubling the total effect of SMM on RS to .821. This result reveals
SMM activities’ stronger influential power in customer relationship management
compared to other means such as increasing perceived quality or perceived value,
which can only indirectly affect customers’ behavioral intention by increasing
customer satisfaction as structured in JCSI.
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Conclusion

This study examines how Japanese consumers evaluate non-life insurance com-
panies’ SMM activities and how those providers of services with high perceived
risk can use social media to build a strong relationship with their customers.
Through EFA and CFA, we identify “Interaction,” “Customization,” and
“Security” as three dominant dimensions of perceived SMM activities on ser-
vices with high perceived risk. The result indicates that non-life insurance com-
panies’ marketing activities in social media attract their customers by providing
opportunities of two-way information exchange between companies and custom-
ers or within customers, offering customized information search or services, and
decreasing risk in receiving a service mainly caused by its intangibility.
Meanwhile, contrary to our first hypothesis, “Trendiness,” where fashion in social
media features heavily, failed to be included as a dominant dimension because it
* not practically help decrease high perceived risk of services provided.

As regards the causal structure between SMM activities, customer satisfaction, and
relationship strength, the direct (SMM — RS) and indirect (SMM — SAT — RS) effect
are indicated to be both positive and significant, showing no remarkable differences in
their weights. This result underscores the potential power of SMM activities in strength-
ening relationships with customers in the context of services with high perceived risk.

In order to increase the effect of SMM activities on services with high perceived
risk, managers need to understand why customers use social media and what they are
really looking for. As Baird and Parasnis (2011) point out, companies tend to have a
one-sided view as to why customers use social media while they overlook the real
factors which customers regard as important. The results indicate that managers
should make more effort to understand how to increase interaction, customization,
and security through social media, and that they should not assume customers access
their social media for reasons connected with trendiness. Managers are also advised
to take various other services into account in order to suit their individual customers’
needs, and to enhance customer interaction to decrease perceived risk.

Limitations and Further Studies

One limitation of this study is that it focuses only on services with high perceived risk
and that it selected only one representative service (non-life insurance). Given the
exploratory nature of the research, this approach may be justified for the present study.
Further research, however, could be extended to other services to address how cus-
tomers evaluate the effects of SMM activities differently depending on characteristics
of services. Another limitation is that the survey was limited to Japanese consumers
although we distributed our questionnaire nationwide. As Japan is still relatively new
to using social media within a real business environment, most consumers may not
have proactively accessed or used social media to communicate with businesses.
Further research should test the results shown in this study with other countries.

References available upon request.



The Dynamics of eWOM and Business
Outcomes: An Empirical Investigation

of the Impact of Social Media on Box Office
Revenue

Kacy K. Kim and Sukki Yoon

Abstract This study examines how online conversations as electronic word-of-
mouth (eWOM) information via social media networks after business outcomes.
Using data from movie industry, our goal is to show how conversation quantity and
quality, defined here as volumes and valence of conversations, on social network
sites affect important business outcomes such as sales. Using a dynamic simultane-
ous equation system, we find that social media conversations can be precursor to
and an outcome of sales. Aggregate data from multiple sources show how social
media variables and other key variables—volume, valence, and other information
related to movies such as YouTube movie trailer views, ratings, advertising, produc-
tion budget, number of screens—contribute to box office and home video sales
through eWOM via social media. Findings highlight that eWOM volume correlates
with box office performance and home video sales: the more positive and strong the
conversation, the higher the box office and home video sales. The study extends
prior research on WOM and offers insight into how film studios can strategically
manage social media to enhance box office and home video sales revenue.
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Choosing the Right Partners: The Impact
of Internal and External Integration
on Innovation Performance

Michael Obal, Rangapriya Kannan-Narasimhan, and Guihan Ko

Introduction

Collaboration with internal and external partners has been lauded as having a positive
impact on the new product development (NPD) process (Atuahene-Gima 2003).
However, given that incremental and radical innovations have different develop-
ment trajectories (Eisenhardt and Tabrizi 1995), it is possible that the impact of
integration on the NPD process differs across these two innovation types (Tatikonda
and Montoya-Weiss 2001). Therefore, this study asks: How should organizations
integrate internal and external NPD team members when developing radical inno-
vations versus incremental innovations? Given that new product teams form the
nucleus of an organization’s NPD efforts (Leenders et al. 2007), understanding the
effects of team integration on new product processes and outcomes is crucial for
new product success.

The imperative for understanding the effects of team integration on new product
performance is even more pronounced given the emerging emphases on the benefits
of flexible NPD processes (Ettlie and Elsenbach 2007). Increasing numbers of prod-
uct developers have moved away from formally documented processes, such as
sequential go/no go decision gates, in favor of more flexible process, such as
overlapping gates (Markham and Lee 2013). Successful flexible processes require
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high levels of team work and accountability (Holland et al. 2003). However, notably
missing from extant literature on process flexibility is the impact of internal and
external integration on new product processes and the result of these processes on
new product outcomes. For example, how do internal and external integration affect
process flexibility? What is the impact of process flexibility on new product perfor-
mance outcomes?

Previous research has also not identified if different types of team integration are
required for radical versus incremental new product efforts. Radical innovations are
those that involve a clear departure from existing practices, induce major transfor-
mations of existing products, technologies, or services, and might render existing
products obsolete (Subramaniam and Youndt 2005). For such innovations, integra-
tion with entities outside the organization, such as suppliers and customers, might
be required to encourage out of the box thinking and for recognizing potential mar-
ket opportunities (Song and Thieme 2009). In contrast, incremental innovations are
those that focus on refining existing products, services, and technologies by rein-
forcing the existing capabilities of the firm (Subramaniam and Youndt 2005). Thus,
internal integration may have more of an impact on the development of incremental
innovations than external integration.

Our theoretical contribution focuses on exploring the dynamics of team integra-
tion on process flexibility and resulting outcomes for radical and incremental innova-
tions. We drill down specifically on team integration as one of the key factors in NPD.

Methodology

In this study, we use the Product Development and Management Association’s
(PDMA’s) 2012 Comparative Performance Assessment Study (CPAS) dataset to
address these gaps in NPD literature. The survey consists of 562 different questions
and covers 10 different categories related to NPD (Markham and Lee 2013). In
total, 3391 product development practitioners were contacted, 453 respondents
completed the survey, and 240 respondents completed the items utilized for con-
struct development in this study.

Results

After obtaining responses and cleaning the data, structural equation modeling was
used to assess the fit of both the radical innovation model and the incremental inno-
vation using AMOS 18.0. Two separate models were created to run the analysis—a
radical innovation model and an incremental innovation model. By doing this, we
were able to separately compare the influence of our variables within the two differ-
ent contexts. Both measurement models demonstrated satisfactory fit. A chi-square
difference test revealed that the two models were sufficiently different.
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Our results demonstrate that radical and incremental innovations follow different
pathways for project success. For radical innovations, effective flexible processes
are more likely to occur when NPD teams are externally integrated. We found that
the degree of external integration had a positive influence on process flexibility
($=0.223, p=0.010), while the degree of internal integration did not have an influ-
ence on process flexibility (#=0.083, p=0.340). Consequently, process flexibility
had a positive impact on project execution success ($=0.249, p=0.003), while
financial performance was driven by project execution success (=0.925,p <0.001).

For incremental innovations, effective flexible processes are more likely to occur
when NPD teams are internally integrated. As predicted, the degree of internal inte-
gration had a positive influence on process flexibility (f=0.274, p=0.002) and proj-
ect execution success (f=0.247, p=0.003). Consequently, the financial performance
of incremental innovations were found to be driven by project execution success
($=0.811, p<0.001) and process flexibility (f=0.078, p=0.043). External integra-
tion was not influential in the incremental innovation model as it did not impact
either process flexibility (#=-0.088, p=0.288) or project execution success
($=0.004, p=0.964).

Discussion

The overall results from our analysis show that external integration and internal
integration have varying impacts depending on the type of innovation being devel-
oped. External integration was an important precursor to the creation of flexible
processes for radical innovations which consequently led to improved project exe-
cution success and financial performance. Internal integration did not play an
important role in the development of radical innovations. These findings highlight
the belief that external collaborations are necessary for the successful development
of radical innovations (Song and Thieme 2009). In fact, our findings extend this line
of literature by arguing that internal integration has no impact on the success of radi-
cal innovations and should be deemphasized in favor of external integration.

Conversely, we find that internal integration plays a significant role in the success
of incremental innovations while external integration is essentially rendered mean-
ingless. These findings align with prior literature that has found that internal teams
that collaborate with each other are better equipped to leverage their organization’s
core capabilities through sharing of tacit knowledge (du Plessis 2007). For incre-
mental innovations, pre-existing firm knowledge is most applicable to the develop-
ment of new products. Meanwhile, new knowledge gathered from external
collaborations will not improve process capabilities or development performance,
thus rendering these collaborations ineffective for incremental projects. In conclu-
sion, our findings strengthen the extant research on the influence of team integration
on NPD processes across innovation types.

References available upon request.



Technology Sourcing for Website
Personalization: A Supply- and Demand-Side
Perspective

Poonam Oberoi, Chirag Patel, and Christophe Haon

Abstract Literature on website personalization has adopted a demand-side perspec-
tive and studied either the direct effects of website personalization or the moderating
effect of other demand-side variables on performance of website personalization. In so
doing, the moderating effect of crucial supply-side variables, like technology choices
for website personalization, has been ignored. To address the interaction between the
supply-side and the demand-side, we ask the following question: What is the moderat-
ing effect of firm-level technology sourcing choices on the relation between website
personalization and sales performance ? We use the concepts of information efficiency
and adaptability to develop our hypotheses. Using data from 500 US e-retailers, we
contend that offering website personalization has a positive effect on sales, and that
among firms that offer website personalization, the ones that use both internally and
externally developed technology are likely to have greater sales performance than
firms that use either internally or externally developed website personalization.

Keywords Website personalization ® Technology sourcing ¢ Sales performance
and e-retailers

Introduction

The Web has made one-to-one marketing eminently possible by allowing firms to
implement website personalization. The digital nature of the Web has created opportu-
nities to quickly collect and analyze customer data at a low cost and to provide unique
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content of direct relevance to each customer (Vesanen 2007). Website personalization
is a process that involves collecting, analyzing, and using customer data to alter the
exchange between the firm and the customer in order to fit the customer’s individual
needs (Personalization Consortium 2005). E-retailers that have implemented website
personalization have claimed up to 52 % increase in annual sales (Parkes 2001).

The existing literature on sales performance of website personalization takes a
demand-side perspective. This has resulted in studies on the direct effects of website
personalization on various performance metrics (Ansari et al. 2000; Choi et al.
2011; Thongpapanl and Ashraf 2011) or on the moderating effects of demand-side
variables like content relevance, self-reference, and customer’s need for cognition
on the performance of website personalization (Tam and Ho 2005, 2006). Although
this scant literature on demand-side moderating variables explains heterogeneity
in performance of website personalization to some extent, it has ignored how perfor-
mance of website personalization might be constrained by firm-level boundary
decisions of the supply-side. This is an important and crucial knowledge gap because
the delivery of demand-side offerings, like website personalization, depends upon
the implementation of the relevant technology on the supply-side. Hence, in this
chapter, we seek to study the moderating effect of firm-level technology sourcing
choices on the sales performance implications of offering website personalization.

Theory and Hypotheses
Definitions

Technology sourcing choice refers to whether a firm develops technology internally
or relies on external sources. Website personalization choice refers to whether or not
a firm chooses to use technology and customer information to tailor electronic com-
merce interactions with each individual customer (Personalization Consortium 2005).
Personalization can be initiated by the customer, for example, customizing the look
and contents of a web page, or by the firm, such as Amazon, which has a homepage
that has been personalized to include suggestions for an individual customer based
on the customer’s past purchases, viewing history, and the product rating (Wind and
Rangaswamy 2001). In this study, we focus on such types of personalization, in
which firms or customers themselves personalize website content. We do not study
personalized communication used to attract users to return to the website (Ansari and
Carl 2003). Sales performance is the monetary value of goods sold by a retailer.

Theoretical Framework

Our theoretical framework draws upon the resource-based view and organizational
boundary literature to explain how the choice to offer or not to offer website
personalization leads to varying levels of customer value. We claim that the efficacy
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of website personalization is constrained by boundary decisions on the supply-side.
In this chapter, we thus consider the sales performance implications of website
personalization choices as affected by technology sourcing decisions. We consequently
develop hypotheses that link web personalization and technology sourcing to sales
performance.

Website Personalization and Sales Performance

Website personalization can deliver greater customer value in comparison to
websites that do not offer personalization (Greer and Murtaza 2003) for two
reasons. First, website personalization allows e-retailers to modify website informa-
tion and provide accurate and timely information that fits individual customer needs
(Postma and Brokke 2002). This reduces a customer’s search efforts and transaction
times (Liang et al. 2007). Customers exposed to personalized content also tend to
seek less information and are likely to spend less time before making the purchase
(Yang et al. 2007). By providing information that is targeted to an individual
customer and making customer information searches more efficient, e-retailers
enhance customer satisfaction and purchase intention, which in turn serves to
increase the e-retailer’s web sales performance (Thongpapanl and Ashraf 2011).

Second, website personalization has also been shown to increase the level of
customer loyalty (Srinivasan et al. 2002). The accuracy of website personalization
technology in providing relevant and targeted information to individual customers
improves over time with the accumulation of customer-specific data. This creates
switching costs over time for customers because defection to another e-retailer is
likely to result in decreased personalized services (Alba et al. 1997). Thus, website
personalization reduces defection rates while it increases repurchase and cross
selling (Tam and Ho 2006).

On the basis of these arguments regarding the demand-side, we hypothesize

HI: Firms that offer website personalization are likely to have greater sales
performance than firms that do not offer website personalization.

Technology Sourcing and Sales Performance for Firms with Website
Personalization

Among firms that offer website personalization, there is considerable heterogeneity
in sales performance across firms that make different technology sourcing choices.
Firms have the choice to obtain technology for implementing website personaliza-
tion from either external or internal or from mixed (both internal and external
sources) sources. We argue that using mixed technology sources allows firms to
provide relatively superior personalization services compared to only internally or
externally developed technology. For ease of exposition, we organize our subse-
quent arguments according to the different technology source choices for website
personalization.
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First, recent empirical research has shown that externally developed technology
increases efficiency in terms of cost and speed of transactions, but reduces the
adaptability of the firm in terms of its responsiveness in adjusting and altering
systems successive to customer’s changing needs (Weigelt and Sarkar 2012). This
lack of responsiveness of externally developed technology to changing environments
results from routines of external developers. These routines that are replicated with
minimum variance support only a specific type of environment where the industry
is mature with standardized products and processes. Thus, firms that use externally
developed web personalization technology are likely to be unable to respond
efficiently to each individual customer’s changing web personalization needs or to
the heterogeneous needs of individual customers across the customer base. Past
studies offer another argument relevant to our present discussion of external
technological sourcing: they report an inverted U-shaped relationship between
externally sourced knowledge and a firm’s performance (Grimpe and Kaiser 2010).
Outsourcing for knowledge or technology is certainly beneficial to firms’ perfor-
mance, and it may increase their efficiency, reduce costs, or foster innovation by
getting access to valuable resources not available internally. However, these studies
show that it also causes dilution of the firm’s resource base and the deterioration of
integrative capabilities. Firms might end up “over-outsourcing” for the required
technology. This reasoning follows the arguments provided by Katila and Ahuja
(2002) as well as Laursen and Salter (2006) who found that firms might “over-
search” their environment for potential innovation impulses.

Second, internally developed technology reduces efficiency but increases
adaptability of the firm (Weigelt and Sarkar 2012). Internal routines involve
experimentation and search for novel approaches that increase variance and
support adaptability to changing environments (Rivkin and Siggelkow 2003;
Smith and Tushman 2005). Thus, firms that use internally developed web person-
alization technology are likely to be able to respond efficiently to heterogeneous
customer needs at a point in time or over time, although at a slow speed and
higher cost due to reduced efficiency.

Third, the reduced adaptability of firms that use externally developed technology
can be countered if the firm develops an internal absorptive capacity regarding the
technology (Weigelt and Sarkar 2012). The already mentioned inverted U-shaped
relationship between external sourcing of knowledge (in our case, the technology)
and firm performance can be positively moderated by internal knowledge develop-
ment (Grimpe and Kaiser 2010). Investments in internal research and development
can increase the absorptive capacity of a firm (Cohen and Levinthal 1990). Prior
knowledge is required to find and recognize relevant external knowledge so that it
can be combined with existing knowledge resources (Todorova and Durisin 2007).
In other words, being a good “buyer” also requires being a good “maker” (Radnor
1991; Veugelers and Cassiman 1999). While Cohen and Levinthal (1989, 1990)
have argued that absorptive capacity is closely linked to performing internal R&D
activities, other authors have defined absorptive capacity more broadly as a dynamic
capability that refocuses a firm’s knowledge base through iterative learning
processes (Szulanski 1996; Zahra and George 2002). This implies that firms that use
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both internally and externally developed technology for website personalization are
likely to be able to respond efficiently to heterogeneous customer needs at a point in
time or over time and can have low cost and speedy transactions.

On the basis of these arguments regarding the supply-side, we hypothesize

H2: Firms that offer website personalization that has been both internally and exter-
nally developed are likely to have greater sales performance than firms that offer
website personalization that has been either internally or externally developed.

Methodology

Empirical Context

Our conceptual framework provides arguments about the moderating effect of
technology sourcing choices on the relation between website personalization and
sales performance. The need to study website personalization constrains the choice
of industry for our empirical setting to one of the Internet channels. Among various
Internet channels ranging from e-commerce, mobile commerce, and mobile
applications to social networking sites, e-commerce is the largest and most
developed Internet channel. So, we used cross-sectional data pertaining to the US
Internet retailing industry for the year 2011 to test our hypotheses.

Sample

Our sample consists of the 500 biggest US e-retailers, ranked by 2011 annual sales.
The data for most of the variables used in this study was obtained from a survey of US
e-retailers conducted by Vertical Web Media and published in the Internet Retailer Top
500 Guide (2012). Vertical Web Media has conducted annual surveys of e-retailers in
the USA since 2003, and data from these surveys has been used in empirical research
on e-commerce (see Ayanso and Yoogalingam 2009). This data is complemented with
information from other sources, compiled in the Internet Retailer Top 500 Guide.

Measures and Data Sources

In Table 1, we present an overview of our conceptual and operational measures, as
well as the data sources. We use objective measures for all the variables to increase
the validity and reliability of our findings. The operational measures are specific to
Internet retailing. We also collected data about other key control variables that are
likely sources of sales performance.
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Table 1 Summary of measures

Conceptual variables Operational measure
Sales performance Logarithm of web sales for e-retailer in 2011
Website personalization Absence or presence of website personalization feature that

allows customers to decide website content (0, 1)

Technology sourcing Values=1, 2, 3.

1 =externally developed website personalization technology
2=both internally and externally developed technology
3=internally developed technology

Conversion rate Number of website visitors who have completed a transaction
divided by the total number of website visitors

E-retailer type Dummy variables (0,1) to indicate catalog, consumer brand
manufacturer, retail chain, or web-only merchant

E-retailer category Dummy variables (0,1) for 14 categories: apparel, music,
electronics, gifts, food, hardware, health, housewares, jewelry,
mass merchant, office supplies, specialty, sports goods, and toys

Website availability Percentage of completed transactions

Website consistency Relative quality ranking indicating standard deviation of
the response time for completing transactions (Values: 1-4)

Sales Performance

We measure our dependent variable as the logarithm of the web sales in 2011 of each
e-retailer in our sample. The distribution of the dependent variable had a positive skew,
and hence in line with past studies (see for e.g. Duan et al. 2008) we use log transfor-
mation. Log transformation made the positively skewed distribution more normal.

Website Personalization

We operationalized website personalization as a dichotomous variable, where the
value 0 indicates an absence of the website personalization feature on the e-retailer
website, and the value 1 implies a presence of this feature.

Technology Sourcing

To assess technology sourcing, we determined the source of the website person-
alization technology used by each e-retailer in terms of being externally or
internally developed. Because some e-retailers used partly externally developed
and partly internally developed technology, we coded technology sourcing as
an ordinal variable with values 1, 2, and 3. The measure 1 implies the use of
externally developed website personalization technology, 2 indicates the use
of both internally and externally developed technology, and 3 indicates the use of
a fully internally developed technology. Technology sourcing as measured here
indicates the degree of increasing internal control by the e-retailer over website
personalization technology.
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Control Variables

Sales performance may depend on other firm-related variables, such as e-retailer
categories and types (Lilien and Yoon 1990). E-retailer category is measured by a
14-product-category categorical variable. Among the 14 product categories that the
e-retailers provide, there are categories such as apparel/accessories, books/music/
video, computer/electronics, and so forth. Next, the 500 e-retailers in our sample
belong to four types, depending on each company’s historical merchandising
channel or primary business. The four e-retailer types are retail chain, web only,
catalog/call center, and consumer brand manufacturer. For instance, Amazon is a
web-only merchant, whereas Staples belongs to the retail chain category. The
measure for e-retailer type is a four-e-retailer-category categorical variable.

We also consider as controls website performance metrics, such as conversion
rate, website availability, and website consistency, which might affect our depen-
dent variable (Anderson et al. 1994). Conversion rate is measured as the number of
website visitors who have completed a transaction divided by the total number of
website visitors. Website availability is measured as the percentage of completed
transactions, and website consistency as the relative standard deviation of the
response time for completing transactions on the website.! Website consistency has
values ranging from 1 to 4 that indicate a relative quality ranking of Poor (value=1),
Fair (value=2), Good (value=3), and Excellent (value=4). The measurements for
website availability and consistency were obtained from Gomez.com and were
compiled in the Internet Retailer Top 500 Guide.

Models

In discussing the models we used to test our hypotheses, we organize our discussion
according to the expected effects.

Effect of Website Personalization on Sales Performance (H1)

We estimated an analysis of covariance (ANCOVA) model to test our hypothesis
with six main effects (1 factor and 5 controls). The main factor was website person-
alization, and the controls were e-retailer type, e-retailer category, consistency,
availability, and conversion rate.

For this estimation, we used the sample of 455 Internet retailers for which all
the required measures were available in our dataset. To account for the unbal-
anced cell sizes in our dataset, we used the Type II sums of squares ANCOVA
estimation (Langsrud 2003; Page et al. 2003). The unbalanced cell sizes reflect

't measures the consistency in the response time for completing transactions. A small standard devia-
tion means that the range of response time is small, which means there is consistency. A larger standard
deviation means that the range of response time is large, which implies that there is inconsistency.
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heterogeneity among firms in terms of their website personalization and
technology sourcing decisions.

We also performed a multicollinearity diagnostic for covariates (Tabachnick and
Fidell 2007, p. 227). We find that the maximum value of Variance Inflation Factor
(VIF) across covariates is 1.05. This value is below any of the usually recommended
cutoffs (2, 5, or 10), implying that there is at most very low multicollinearity in our
data. Moreover, Levene’s test is significant indicating that the assumption of the
homogeneity of variance is violated. To avoid the risk of obtaining positively biased
F tests as a result of this violation, we followed Keppel and Wickens’s (2004)
recommendation to use a more stringent significance level by halving the significance
level, thus setting a=0.025.

Effect of Technology Sourcing on Sales Performance for Firms That Offer
Website Personalization (H2)

To model the effect of technology sourcing on sales performance for firms that
offer website personalization, we selected all Internet retailers that offer website
personalization from our sample. We obtained a smaller sample of 106 Internet
retailers that offer website personalization and for which all the required measures
are available in our dataset. To model the effect of technology sourcing on sales
performance, we estimated another ANCOVA model with six main effects (1 factor
and 5 controls). The factor considered was technology sourcing. The controls were
e-retailer type, e-retailer category, consistency, availability, and conversion rate.

We again used the Type II sums of squares ANCOVA approach for this
estimation. We also estimated the VIFs for all covariates. The maximum VIF
value is 1.10 indicating a quasi-absence of multicollinearity. Further, Levene’s
test for homogeneity of variance is insignificant, implying that there is no risk of
obtaining biased results for F tests.

Results

Table 2 presents the means and correlations for key variables.

Hypotheses Tests
Effect of Website Personalization
The effect of choosing between offering and not offering website personalization

on sales performance is significant (F=29.54, p=0.000; see Table 3). The estimated
marginal means displayed in Fig. 1 show a greater sales success for e-retailers that
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Table 3 Effect of website personalization on sales performance

Independent variables d.f. F Sig.
Website personalization 1 29.54 0.00
E-retailer type 3 7.39 0.00
E-retailer category 14 4.08 0.00
Consistency 1 12.79 0.00
Availability 1 0.13 0.72
Conversion rate 1 35.16 0.00
Error 433
Total 454
Adjusted R? 0.26
Sig. 0.00
N 455
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Fig. 1 Effect of website personalization on sales performance

offer website personalization than those that do not offer website personalization.
The difference in estimated marginal means is statistically significant at p<0.01,
thus supporting H;.2

2The estimated mean of log of sales performance for e-retailers that offer website personalization
is 18,522, while the estimated mean of log of sales performance for e-retailers that do not offer
website personalization is 17,904.
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Table 4 Effect of technology sourcing for firms with website personalization on sales performance

Independent variables d.f. F Sig.
Externally vs. Internally sourced 2 5.03 0.00
E-retailer type 3 2.25 0.08
E-retailer category 14 2.24 0.01
Consistency 1 10.62 0.00
Availability 1 0.77 0.38
Conversion rate 1 15.72 0.00
Error 83

Total 105

Adjusted R? 0.36

Sig. 0.00

N 106

Effect of Technology Sourcing

For firms that offer website personalization, the effect of choosing between
externally and internally developed technology on sales performance is signifi-
cant (F=5.03, p=0.000; see Table 4). The estimated marginal means displayed
in Fig. 2 show a greater sales performance for e-retailers that offer website
personalization that has been both internally and externally developed than for
e-retailers that offer website personalization that has been either internally or
externally developed. The difference in estimated marginal means is statistically
significant at p <0.05 when technology is developed both internally and exter-
nally than when technology is developed externally. The difference in estimated
marginal means is statistically significant at p <0.1 performance when technology
is developed both internally and externally than when technology is developed
internally thus supporting H,.?

Among control variables, we find that e-retailer type and e-retailer category
have significant effects on website sales. Among performance metrics, website con-
sistency has a significant effect, while website availability has an insignificant effect
on sales performance. Finally, as expected, conversion rate impacts website sales
significantly.

3The estimated mean of log of sales performance when technology is externally developed is
18,516, when technology is developed both internally and externally is 21,212, and when technol-
ogy is developed internally is 18,768. We can observe that the mean is highest when technology is
developed both internally and externally. The difference between the means of logs of sales perfor-
mance when technology is developed both internally and externally and when technology is devel-
oped externally is 2695 (p <0.05). The difference between the means of logs of sales performance
when technology is developed both internally and externally and when technology is developed
internally is 2443 (p<0.1).
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Fig. 2 Effect of technology sourcing for firms with website personalization on sales performance

Discussion and Conclusion

Website personalization can make one-to-one marketing a reality, and firm investment
in implementing website personalization seems to be an important growing trend
(Ansari et al. 2000; Choi et al. 2011; Thongpapanl and Ashraf 2011). Firms imple-
menting website personalization on their e-commerce or m-commerce channels or
social media sites need to grapple with fundamental technology decisions: Should
their website personalization technology be developed internally or externally, or
should they rely on a mix of internal and external development? Does this technology
sourcing decision affect sales performance of their website personalization offering?
We conceptually argue and empirically show that firms that use both internally and
externally developed technology are likely to have greater sales performance than
firms that offer either internally or externally developed website personalization.

Our results have three managerial and theoretical implications. First, our results
make the case for website personalization by showing that e-retailers that offer
website personalization have significantly higher sales than others. Second, the
technology sourcing choice is crucial to the success of website personalization.
Firms should invest in both internally and externally developed technology to
deliver superior personalization services. Such firms are likely to have greater sales
relative to firms that use either internally developed or externally developed tech-
nology. Third, supply-side variables, like technology choices, play a crucial role in
moderating the performance of demand-side technology-based services like web
personalization.
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Limitations and Suggestions for Further Research

Our study has several conceptual and empirical limitations. First, we study the sales
performance of website personalization in terms of sales and ignore other important
and relevant performance measures, like profits. Second, our empirical context is
limited to the US Internet retail industry. However, we believe that our results can
be generalized to other Internet-based channels like m-commerce, social network-
ing sites, and the mobile applications market.

To advance our findings, we call for research on website personalization
that takes the stage of the industry life cycle into account. The technology sourcing
decision might differ if the industry is undergoing initial development. These
points should be addressed in future research.
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Open-Source Strategy to Enhance Imaginative
Intensity and Profits

Nobuyuki Fukawa, Yanzhi Zhang, and Sunil Erevelles

Abstract The Android project is one of the recent most successful open-source
projects. In the Android community, the open-source firm (Google) and application
developers co-create value through developing applications for the Android operat-
ing system provided by the open-source firm, and share profit from the sales of
applications. Alternatively, using a closed-source strategy, a firm could keep the
operating system proprietary and sell it to end users. As the first paper to apply the
concept of imaginative intensity to analyze the benefits of an open-source strategy,
we offer a new explanation for a firm’s selection of an open-source strategy over a
closed-source strategy. We propose a model to investigate how a for-profit organiza-
tion utilizes an open-source strategy, in contrast to a closed-source strategy, to
enhance imaginative intensity and consequently profit. Our model suggests that an
open-source strategy is more effective to manage the diminishing value of ideas than
a closed-source strategy.
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Customer Participation in New Product
Development and New Product Performance:
The Moderating Role of Expertise

Todd Morgan and Michael Obal

Abstract New product developers have increasingly utilized input from customers
to co-create innovative new products. However, while much of the extant literature
focuses on the positive side of customer participation on the new product develop-
ment (NPD) process, significantly less work has focused on the negative side of
co-creation. This study contends that a customer participation paradox exists: while
customer participation in NPD may potentially help product performance, it could
also lead to the development of products that are overly radical and are too difficult
for potential customers to understand. To resolve this paradox, we argue that firms
with higher levels of expertise will be able to rein in the negative aspects of extreme
product newness to create products that will be in high demand by the marketplace.
A survey of 305 firms involved in NPD activities was used to test our conceptual
model. The results show that customer participation in the NPD process leads to
overly new products that do not perform well on the market. Further, a multi-group
analysis reveals that customer participation in NPD only has a positively influence
on product performance for firms with high levels of expertise. The findings from
this study demonstrate that while customer participation in NPD is beneficial for
firms with high expertise, it may actually have a detrimental impact on product
performance for those firms with low ACAP.
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A Rasch Perspective on Firm Financial
Performance in the Pharmaceutical Industry

Thani Jambulingam, Carolin Schellhorn, and Rajneesh Sharma

Abstract The metrics that are relevant for ranking firms by their financial
performance may vary with conditions across different industries. For the pharma-
ceutical industry, we explore an approach that lets the Rasch model determine the
performance metrics that are most important. Using an initial set of ratios spanning
multiple dimensions of firm financial performance, we select the ratios that are
compatible with the requirements of the Rasch model for this industry during
2002-2011. We identify the metrics, for which positive results were most difficult
to achieve, and the firms that most frequently ranked among the top five performers.
Our approach offers a new perspective or research method on the valuation of
managers and their firms. Interestingly, our results suggest that the variables
most relevant for a Rasch financial performance ranking of firms in this industry
are not necessarily the variables that directly measure increases in investor
wealth or returns.
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Deviant Sociospheres: When Early, Unusual
Influence Patterns Proclaim the Coming
of Unusual Choices

Jose-Domingo Mora

Abstract Buyers tend to buy the usual things from the usual sellers. The inertia
pervading consumer choices implies not only that their decisions are made the same
way over and over, but also that the incoming information on products and brands is
not changing in any meaningful way—e.g., not an enthusiastic recommendation
or bitter complaint from someone close. This study tests the contention that the
purchase of unusual products may stem from changes in the patterns of interpersonal
influence that usually cocoon consumers and which, otherwise, keep them from
trying new options. These patterns of interpersonal influence are called socio-
spheres, while the altered sociospheres possibly associated with choosing unusual
products are labeled as deviant. Unusual products are products new to the consumer,
either new to the world or simply different.

The influencers observed in this study are family members, the consumption
setting is family television viewing, and the focal products are prime time television
programs. We estimate a random coefficient model of individual viewership by
family role (husbands and wives) on a panel sample of 65 days, 199 homes, and
28 programs. The DV in this model is individual viewership, and the focal estimates
are those for the elements of the sociosphere vector. Other covariates in model
I include individual, family, and program characteristics; as well as number of
control variables. The best fitting specification of model 1 for the total sample is
further estimated on 44 data subsets for 22 TV programs x 2 family roles (husbands
and wives) which yields 44 program-role sociosphere vectors. These 44 estimates
are then treated as variables and merged with program and audience characteristics
to yield a secondary, cross-sectional data set (N=44).

A meta-regression model of aggregate program viewership is estimated on this
data set, as explained below. The parameters in this second model are specified as
random too. The focal estimates are those for the sociosphere vectors, as well as
the one for sociosphere deviance. The latter is defined as the Euclidean distance
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(five-dimensional) to the point represented by the average sociosphere vector from
the point represented by the focal sociosphere vector. Other covariates include
known program characteristics and average audience composition.

The results show that deviant sociospheres may indeed be associated with
unusual choices. Television programs sociospheres prevailing among consumers
capture usual influence patterns. Drifting apart from these patterns seems to harm
aggregate consumption.



Logical Analysis of Formative Measurement

George R. Franke

Abstract This paper applies deductive logic to two fundamental premises of
formative measurement: that formative constructs are linear combinations of their
indicators, and that they have linear effects on their outcomes. These premises lead
to several important conclusions: (1) Formative constructs are determined as much
by their outcomes as by their indicators; (2) formative constructs completely medi-
ate the effects of their indicators on their outcomes; (3) using reflective indicators
as outcomes in formative models does not test the formative conceptualization; (4)
the formative disturbance term plays no meaningful role in estimating or interpret-
ing formative models; (5) formative models need not account for the correlations
between the outcome variables, and (6) allowing correlated measurement errors
between the outcomes make formative measurement models equivalent to canoni-
cal correlation analyses such that (7) the causal influences and roles of indicators
versus outcomes are ambiguous. These results logically call for changes in how
researchers conceptualize, analyze, and interpret formative measurement models.

References are available upon request.
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May I Have Your Attention Please?
The Effectiveness of Attention Checks
in Validity Assessment

Stacie F. Waites and Nicole Ponder

Abstract In experimental design, manipulation checks are often employed in order
to test theoretical notions (Laczniak and Muehling 1993), and it is posited that
manipulation checks are required, in most studies, to establish cause-and-effect
relationships (Cook and Campbell 1979; Perdue and Summers 1986). Although
manipulation checks are often discussed in research design literature, little to no
consideration has been paid to attention checks, which are a type of manipulation
check. Attention checks are often used by researchers in scale development to
ensure that respondents are actively participating (i.e., paying attention) in the
research at hand. For example, the question “Please select answer choice ‘Agree’”
might be placed randomly in a scale to assess that survey takers are reading and
paying attention to all questions. Respondents who fail the checks are usually dis-
carded from the final analysis. It stands to reason that attention checks are successful
at discarding “bad data,” as researchers should want to exclude those respondents
who are not attentively participating in the survey they are completing. However, no
current research has assessed whether these attention checks are successfully
“weeding out” bad data. Further, if it is only that the attention check confused the
respondent causing them to fail, it is possible that the rest of the data is still useful
in the researcher’s analysis.

The primary purpose of this study is to assess the impact of attention checks
on research design to confirm that these checks are functioning as expected. Two
sets of data derived from a survey measuring attitudes toward home furniture are
evaluated using three phases of validity assessment. In the first data set, respondents
passed the attention check, and in the second, respondents did not pass the check.
Four constructs (opinion leading, opinion seeking, self expression, and cognitive
dissonance) are assessed for reliability and validity in both the pass and fail data sets
to rigorously test the effectiveness of attention checks. Results show that reliability
levels (including alpha and squared multiple correlations) were stronger across
the board for the fail group. Problematic results were found when scale items
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measuring different constructs are mingled in a survey, however. Specifically,
respondents who failed the attention check were not able to differentiate between
the opinion leading and opinion seeking constructs, causing issues with the
discriminant validity. Thus, it can be concluded that attention checks are useful
in research design. However, because we did have some favorable results in the
failed data set (such as high Cronbach’s alpha, SMC’s, and path estimates) it may
be worth the researcher’s time to at least analyze these data before discarding them
completely.

References available upon request.
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Perceptual Depreciation and Product Rarity
for Online Exchange Willingness of Second-
Hand Goods

Kuei-Feng Chang and Hao-Wei Yang

Introduction

Compared to the rapid growth of the online auction market, the network exchange
market starts relatively slowly. Driven by environmental protection and energy sav-
ing, commodity exchange behavior has become part of real life and even a new way
of the social marketing or the green marketing. In past studies, Blau (1964) thought
the social exchange theory focused on intrinsic rewards. Meanwhile, in the social
exchange theory, the interactions of intangible social costs and benefits are also
investigated. However, even though the network exchange platform has developed
rapidly in the recent years, there are few literatures related to barter as well as the
reasons why exchange behavior happens or the mentality of exchange behavior. But
in fact, exchange behavior of barterers happens from a series of complex external
and psychological factors which mutually influence. If it fails to understand the
considerations and decision-making process of consumers in the process of
exchange behavior, it will not be able to promote exchange behavior and effectively
provide consumers valuable commodity disposal activities in the face of global
resource constraints and poor world economy.
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Therefore, this study will not only help to understand the causal relationship
after purchases but also provide reasonable explanation and prediction for decision-
making factors which barterers care about, so as to add contents to the past studies
insufficient in the disposal behavior after purchases. In addition, by key variables
(perceptual depreciation and product rarity) to undertaken the path mode, the fea-
tures required for second-hand goods exchange would be explained. Clarifying this
feature will help the development of customer-to-customer (C2C) in e-commerce
and promote businesses focus on and incorporate product features when they
develop or promote new products.

Literature Review

Perceptual Depreciation

Depreciation generally refers to the reduced value of fixed assets due to the use and
gradual depletion. From an economics point of view, the phenomenon of decline in
value because of the use and depletion is known as depreciation. However, in addi-
tion to the fact that the items decline in value with damage, there are still other fac-
tors, such as consumer perception on cognition. The factors affect depreciation
include that consumers feel the item value decline or it should be eliminated due to
some bad functions out of psychological factors, consumers feel that the purchasing
items lack effects that they expect, or consumers feel lose the value of the items and
even have psychological loss resulted from waste time in goods maintenance
(Kumar 2002). In addition, after a certain period of time for the product or capital,
the value in the original purchase loses, that is consumers think that that product
does not have the original value, which may lead to depreciation (Shilling 2002).

There are two kinds of depreciation in fixed assets: tangible depreciation and
intangible depreciation. Tangible depreciation, also known as physical abrasion and
tear, is natural depreciation out of mechanical abrasion caused by use naturally.
Intangible depreciation, also known as spirit abrasion, refers to loss of fixed asset
value resulted from scientific progress in the 3C industry and labor productivity
improvements. Under normal circumstances, when calculating the depreciation of
fixed assets, it is needed to take these two kinds of depreciation into account. In
addition, depreciation is mainly produced by three reasons individually or syntheti-
cally, such as physical damage, functional degradation, and external degradation
(Appraisal Institute 2001).

Product Rarity

Rarity is the basis of economics, referring to the limited resources cannot satisfy
human desires. From the theory of individual economic needs, rarity consists of
properties and product rarity. In the eighteenth century, Adam Smith pointed out in
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“the paradox of water and diamond” of the national rich theory that water has most
value but does not have exchange value; diamonds which have no value in uses have
high exchange prices, that is because the long-term value of the precious diamond
is in the appearance of its beautiful and rarity in quantity instead of the value in uses.
In addition, Brock (1968) advocated in the commodity theory that when a commod-
ity is not available, then its value increases. Product features in this theory can be
divided into three points: first, the goods must have the value of uses and can be
circulated among consumers and owned by them; second, the goods must have the
desire consumers want to have; third, the goods must have the feature of unavail-
able. Katz and Shapiro (1985) as well as Saloner and Shepard (1995) have pointed
out that products with network externality effects will increase the value of the
products with the increase of the owner number; however, the products with rarity
effects will do the other way of which interests will be reduced with the increase of
the owners. It means that when more people have products with rarity, their value
will reduce so that the value which products with rarity should have originally will
lose gradually. In the fields of economics, studies of product rarity mostly focus on
diamonds and other precious stones or metals, not on how it works in general mer-
chandises. Therefore, in this study, the effect of product rarity on second-hand
goods will be explained through the resource basic theory.

In addition, some scholars believe that rare items have higher prices not because
of rarity but a message index that rarity is taken (Koford and Tschoegl 1998). Klein
and Leffler (1981) pointed out that people will take rarity as a quality index. When
people evaluate a rare item, it is not out of its rarity, but because they believe that
rarity means definitely high quality. Brannon and McCabe (2001) pointed out in
their study that some well-known brands such as Nike, Apple, and Swatch design
and produce limited commodities to highlight their unavailable features and
strengthen the desire of consumers to the product by attracting more attraction in the
market. In the SED model proposed by Lynn (1991) as well as the perceived value
model proposed by Monroe and Krishnan (1985), it is explained that product rarity
affects the intermediary mechanism, thereby affecting the purchase intention. Xing
Shan-Shan (2005) explored the impact of rareness on deviation from the individual
decision-making. The study concluded that product rarity will improve the per-
ceived value and purchase intention through the expected expensive feelings, per-
ceived quality, and perceived symbolic benefits.

In the above studies, the reasons of the influence purchasing decisions were
explored mostly in the commodity trading position, while the studies of product
rarity for commodity exchange behavior are insufficient. Especially in the trading
process, both parties involved in the exchange of commodities play not only the role
of “goods providers” but also the role of “commodity recipients,” so the impact of
product features owned by the individual on exchange prices and transaction costs
also need to be considered. These factors will affect the exchange willingness for
goods of barters. Therefore, in this study, the exchange willingness of second-hand
goods will be explored in the view of barterers, finding out the reasons why barter-
ers exchange second-hand goods and the correlation among variables.
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Results

1. Perceptual depreciation reduces exchange reference prices and perceived

transaction costs at the same time but have different effects on psychological
premium.
For goods, with abrasion over time, barterers’ exchange reference prices of sec-
ond-hand goods reduce more. When the prices of similar goods are higher in the
market and the appearance and functions of the same products’ second-hand
goods can still be used, barters would have a bargain psychological to think the
product has more value than expected, so that psychological premium enhances
with that. However, because the goods have been abraded and tore, barterers
may think spending time and effort negotiating a second-hand goods trading
exceeds the value of second-hand goods, the transaction costs decrease with that.
In the entire exchange process, barterers may cancel exchange due to the com-
plex and fragmented process before, during and after exchange so as to reduce
psychological premium.

2. Product rarity can increase the effect of exchange reference prices and per-
ceived transaction costs at the same time.
When the exchanged goods are rarer in the market, the number of the goods is
fewer and fewer or even the goods have stopped production, the value of the
goods may increase over time, so that the reference prices of the second-hand
goods will increase. When barterers want to exchange products with higher rar-
ity, they must search more information than other goods so as to spend more time
and effort to do the consultation with barterers. For example, if the prices of
products with higher rarity are higher in the market, then the perceived transac-
tion cost is relatively high.

3. The level of exchange reference prices and psychological premium will
affect exchange willingness of second-hand goods.
When a product has higher prices, it can be chosen to be exchanged. Since
when a product has high value, it will have more barters who want to exchange
for it, so that more people will have exchange behavior; as a result, the higher
exchange reference prices are, the more exchange willingness will increase.
When barters think the value of exchanged goods is higher than their real
value, barters will have much premium so as to be willing to exchange with
other barterers. From the view of factor weights, in path analysis, the main
parts are exchange reference prices (#=0.114, t=1.598) and psychological
premium ($=0.671, r=6.732); as a result, what barterers really care about is
psychological premium because the higher the value of second-hand goods is,
the better exchanged goods will be. Besides, when barterers have higher psy-
chological premium of second-hand goods, they are more interested in the
exchange behavior.
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4. When barterers have higher perceived transaction costs, it will increase the
times of exchange behavior.
When barterers search the second-hand goods they need in the Internet, if the
goods can still be used, they will search in advance if there are other similar goods
exchanged online. This behavior is the beginning of the increase in transaction
costs. Barterers will increase more transaction costs through consultation and other
matters. Since this exchange transaction takes time and efforts, barterers have the
idea “to seize the opportunity” so that exchange willingness will be promoted.

Discussions

 In this study, the impact of perceptual depreciation, product rarity, exchange
reference prices, perceived transaction costs and exchange and gift wishes
on “commodity exchange willingness” is explored.

For key consideration factors that the seller is willing to exchange goods, in
this study, it is confirmed that goods need to have high rarity and depreciation;
exchange reference prices and perceived transaction costs are also the factors
affecting exchange wishes.

e This study explores that the exchange reference price of the commodity
which is rarer is higher and will affect the willingness to exchange goods.
Therefore, the seller takes rarity as the priority consideration to highlight the
commodity rare qualities in order to set a good price. So when the seller
exchanges this commodity, he/she will set better exchange reference prices for
product rarity to raise exchange willingness so as to improve exchange wishes of
goods as well as prevent the gift behavior or setting aside. If the seller cannot
highlight product rarity to set a good exchange reference price, it will instead
affect the exchange wishes on the network platform. For sellers, it is an impor-
tant factor in consideration.

* This study explores that product rarity will raise perceived transaction
costs, thereby reducing exchange willingness.

Since the goods which are rarer will take more time for barters to communi-
cate and consult, when the seller exchanges commodities, he/she needs to spend
more time to consult with barterers to prevent exchange suspension or default so
that perceived transaction costs enhance. Therefore, since the seller needs to
spend more time exchanging product with rarity, he/she will not have willing-
ness to exchange this product, so that there is no exchange behavior.

e Sellers believe that the commodity depreciation rate will affect the level of
transaction costs, and thus it will affect the willingness of commodity
exchange in the network platform.

Therefore, when the seller exchanges this commodity, he/she will pay atten-
tion to the depreciation level of the goods. When the depreciation of the items to
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exchange is high, it means that it is well known by consumers and product
features are widely accepted by the public; so the prior search costs paid by the
seller are relatively low and the items can be directly exchanged. When the per-
ception is low, sellers’ transaction costs will also be improved.

References available upon request.



This Is Sensitive, Let Me Talk to an Avatar:
A Structured Abstract

Catherine A. Roster, Matthew D. Pickard, and Yixing Chen

Introduction

Opportunities exist for marketers and other business researchers to connect one-on-
one with consumers using avatar interviewers that may facilitate disclosure of sensi-
tive and personal information, without the costs of personal interviewers. This
research reports findings from an exploratory study designed to reveal factors that
facilitate greater levels of self-disclosure for sensitive interview topics for human
versus avatar interviewers. Results reveal conditions in which computer-generated
avatars can increase self-disclosure for sensitive topics in personal interview situa-
tions as an alternative to costly data collection conducted by human interviewers.

Background

Oppenheim (1992, p. 140) defines a topic as sensitive if “some respondents find it
embarrassing and show reluctance to answer questions about it.” Lee and Renzetti
(1995, p. 5) define a sensitive topic as “one that potentially poses for those involved
a substantial threat.” Yet another view is that questions can be considered sensitive
if respondents view them as intrusive, if the questions raise fears about repercussion
of disclosing information, or if they trigger social desirability concerns (Tourangeau
and Yan 2007). What all of these definitions have in common is that sensitive topics
evoke concerns over information disclosure that render such studies problematic for
both researchers and participants.
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A vast body of research has focused on how survey mode of data collection
effects data quality in settings that involve sensitive topics, including willingness to
respond and accuracy of answers. Research has shown that computer-assisted inter-
view techniques increase privacy and are superior to face-to-face interviews when
asking questions about sensitive or personally revealing topics (Schaeffer 2000).
Self-administered and computer-assisted survey modes provide greater anonymity
that can increase respondents’ willingness to answer questions about sensitive top-
ics (Kreuter et al. 2008; Tourangeau and Smith 1996). Yet, others argue that per-
sonal interviews are the best way to ask sensitive questions because interviewers
have an opportunity to build rapport and establish the level of trust needed for
respondents to report potentially sensitive information (Aaker et al. 2001, p. 223).
Such arguments are based on self-disclosure theory (Jourard 1971), which proposes
that individuals are expected to be more honest and disclose more to someone they
trust and with whom they feel comfortable. Hybrid studies in which an interviewer
reads the questions aloud, but the respondent records his or her answers anony-
mously on a separate answer sheet (e.g., Turner et al. 1992) support the notion that
some blend of personal interviewers and self-administered anonymous reporting
can increase willingness to respond to sensitive questions and produce higher qual-
ity responses.

A conclusion that could be drawn from the survey methodology mode research
to date is that computer-assisted interviews that rely upon private, self-administered
responses are best for interviews that deal with sensitive topics. However, interview
mode studies have not considered technological advances such as the use of
computer-generated avatar interviewers that potentially humanize computer-
assisted interfaces with respondents answering questions that require high levels of
self-disclosure about personal issues. A whole generation of young consumers has
grown up with computer-mediated communications (CMC) online in various for-
mats that involve high disclosure of personal information with strangers because
computer-mediated platforms engender greater anonymity, reduce communication
barriers, and facilitate quick and easy responses (Joinson and Paine 2007; McKenna
and Bargh 1998; McKenna et al. 2002; Sheppard and Edelmann 2005; Taddei et al.
2010). Because of these experiences with CMC, younger consumers may feel more
comfortable disclosing personal information in situations where direct questioning
is presented by a computer-generated entity, but their level of social anxiety may
depend on the nature of the questions and characteristics of the computer-generated
interviewer.

The overarching objective of this exploratory study was to uncover when, why,
and how the use of computer-generated avatars can facilitate self-disclosure for
sensitive topics in personal interview situations as an alternative to data collection
via human interviewers. Ultimately, we seek to expose why, under what conditions
including topics, use of computer-generated avatars could present a non-evasive and
cost-effective way for researchers to gather private feelings and personal informa-
tion from research participants.



This Is Sensitive, Let Me Talk to an Avatar: A Structured Abstract 487
Methodology

Our intent was to explore factors including topics and participant concerns related
to use of human versus computer-generated avatars for a future experimental study.
We relied upon a convenience sample of undergraduate business students at a south-
western university, all of whom completed an Internet survey in exchange for extra
credit points in a course. Responses were received from 203 undergraduate business
students enrolled in either an accounting or marketing course. Gender was fairly
evenly split (44 % male vs. 56 % female). The average (mean) age of respondents
was 25 years old and most (76 %) were single.

The survey instrument asked respondents to rate “how threatening it would be to
you personally to honestly answer questions about the following topics in a personal
interview” for 14 proposed topics on a 5-pt. scale, where 1 ="not at all threatening”;
5="extremely threatening.” Topics included issues such as “questions about lying”;
“questions about engaging in risky behavior”; “questions about your family’s per-
sonal income”’; and “questions about ethnicity.” Each topic was further contextual-
ized with brief examples to give respondents an indication as to the nature of
response content that might be requested. All topics were presented in a randomized
fashion to avoid order effects. Next, the same list of 14 potential interview topics
were presented in random order, but this time respondents were asked to indicate
“which type of interviewer, human or computer-generated avatar” they would prefer
to self-disclose responses to for each topic. Two open-ended text essay questions
asked respondents “What is it about an avatar that would make it easier for you to
give honest answers during an interview about topics like those above™’; and “What
is it about a human that would make it easier for you to give honest answers during
an interview about topics like those listed above?” A final question asked “Would
you prefer to provide honest answers to threatening questions to a male or female
interviewer?”

Results and Discussion

Data were analyzed using both quantitative and qualitative procedures. For the
quantitative analysis, means across all 14 topic areas were calculated across the
sample. The overall mean scores ranged from 1.2 (“attitude about computer brands’)
to 2.6 (“attitude toward ethnicity”) on the 1-5 scale, indicating respondents viewed
the topics as low to moderately threatening as potential interview topics. Next, Chi
Square Goodness of Fit analysis sought to determine if there were significant differ-
ences in preferences for interviewer type (human or avatar) for each of the 14 topic
areas across the sample. Overall, significant differences in preferences to self-
disclose to a human or avatar interviewer were observed for 9 out of the 14 topics,
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depending on topic. A general interpretation of these differences across the sample
is that a human interviewer was preferred for four topics viewed as less sensitive, or
more likely to lead to personal but positive-oriented self-admissions, while an avatar
interviewer was preferred for five topics, all of which appear to be most sensitive, or
more likely to lead to personal but negative-oriented self-admissions.

To investigate further the relationship between topic sensitivity and preferences
for interviewer type, the mean sensitivity scores for each topic for those preferring
a human interviewer were compared to the mean sensitivity for those preferring a
computer-generated avatar interviewer. These findings generally reveal that respon-
dents were more likely to respond honestly to a computer-generated avatar inter-
viewer for topics they personally rated as more sensitive or threatening. Only three
questions regarding somewhat innocuous topics, such as “homeless people,” atti-
tudes toward “global warming,” and “attitude toward computer brands” were
equally likely to engender honest responses regardless of interviewer type.

For the qualitative analysis, responses to the two open-ended questions regarding
why they would be more likely to honestly self-disclose to a human interviewer or
to a computer-generated avatar interviewer were coded. After developing a coding
scheme, all responses were categorized by two trained independent coders. Inter-
rater reliability across all coded instances exceeded 95 % for the two open-ended
questions, with disputed cases resolved by discussion between the two coders.

For the open-ended question, “What is it about an avatar that would make it
easier for you to give honest answers during an interview about topics like those
above?” four main categories emerged following a review of 235 coded instances:
(1) lack of judgment; (2) protection of personal information; (3) personal comfort
due to reduced negative feelings, such as anxiety, embarrassment, or guilt; and (4)
ease of providing responses due to computer interface. Two factors accounted for
the majority of responses about why respondents would rather self-disclose to an
avatar interviewer. Most (51 %) stated “lack of judgment” followed by 29 % of
respondents who stated the computer interface would make it easier for them to
respond, for instance, by allowing them additional time to formulate their responses
or alleviating concerns about safeguarding answers. About 10 % of respondents
noted an avatar would provide greater security or protection for divulging personal
information and another 10 % explained that they would rather provide honest
answers to an avatar because it might relieve internally felt emotions associated
with their response, including anxiety, embarrassment, or guilt.

For the open-ended question, “What is it about a human that would make it easier
for you to give honest answers during an interview about topics like those listed
above?” five primary categories emerged following a review of 199 coded instances:
(1) ability to explain or clarify responses; (2) interviewer empathy and understand-
ing; (3) receiving acknowledgement that responses are received and understood
from a live interviewer as opposed to a “machine”; (4) the personal interaction of
speaking to a human versus a computer; and (5) social pressures to respond honestly
to a human versus ease of lying to a computer. Responses were somewhat evenly
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dispersed between personal interaction with a live interviewer (32 %) and inter-
viewer empathy (29 %), followed closely by the ability to explain or clarify
responses (21 %). About 13 % of respondents cited receiving acknowledgement of
responses, and 5 % reported the social pressures of a human interviewer would
make them more likely to respond honestly.

Collectively, the qualitative analysis provides support for the overall finding that
avatars are preferable to human interviewers for self-disclosure involving sensitive
topics because avatars are not able to convey judgment, either verbal or non-verbal.
Yet, human interviewers were viewed as potentially more compassionate, and
respondents valued the opportunities presented in a human interviewer situation
that allow them to receive supportive feedback and to further clarify or justify their
responses when engaging in interviews about sensitive or personal topics.

Last, the analysis considered gender affects regarding interviewer preferences.
Overall, when asked whether they would rather self-disclose to a male or female
interviewer (human or avatar), 72 % of all respondents, both male and female, indi-
cated they would prefer to disclose sensitive information to a female interviewer.
However, moderate but significant differences were obtained in crosstab analysis
between gender and preferences regarding gender of the interviewer (y>=4.42,
p<0.05). Results suggest correspondence of gender between interviewer/inter-
viewee can aid honesty. Females reported they were more likely to be honest with a
female interviewer, while males in the sample reported they would be more likely to
provide honest responses to a male interviewer.

Conclusions and Implications for Theory and Practice

To summarize, findings reveal that avatars are preferred over human interviewers
for topics that are highly sensitive. Yet, it appears that avatar researchers need to
incorporate features of the human or personal interaction to personalize the interac-
tion. Also, an avatar may not always be the best choice for interviews that involve
personal topics that are more likely to evoke positive self-admissions.

References available upon request.



#IHATEYOURBRAND: Social Media Service
Recovery Strategies via Twitter

Alexandra Krallman, Toni R. Ford, Mark J. Pelletier, and Alisha Horky

Introduction

Social media has integrated into the everyday lives of individuals and has
transformed the communication process for both individuals and businesses alike.
With nearly three-fourth of all online adults having a social media account (Pew
Research 2013), this has not only impacted the way in which consumers communi-
cate with each other, but consumers have gravitated to communicating and com-
plaining with service providers through social media (Xia 2013; Pinto and Mansfield
2011). The pervasiveness of social media and its importance as a channel of com-
munication is something that marketers have become aware of, as the majority of
firms now have some form of social media presence (Obal et al. 2011). In fact, 92 %
of marketers indicate that social media is important for their business; however,
89 % of those are unsure of the most effective social tactics to engage their audience
on social media (Stelzner 2014).
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The purpose of this research is to enhance the understanding of the company/
consumer relationship within the social media context. The authors’ objective is to
explore this relationship by first examining how social media service recovery dif-
fers from the traditional recovery strategies employed in prior literature. Previous
scales used to measure fairness evaluations of service recovery strategies fail to
incorporate essential aspects of recovery when communicating via social media;
therefore, further scale development must initially take place. Using the refined
scales, the study will attempt to answer what consumers expect from companies
when communicating service failures via social media. Further, an understanding of
how various social media service recovery strategies employed by firms may influ-
ence consumers’ attitudes and future behavioral intentions can begin to answer the
call of marketing practitioners. Twitter will be the specific platform used in this
research, as the platform seeks to help businesses by promoting brand conversa-
tions, positive mentions, and retweets. These business goals differ from other plat-
forms that focus mainly on clicks and visits per page, while Twitter focuses on the
interactive nature between two parties (Kim 2013).

Background

Extensive prior literature has examined the service recovery process in traditional
brick-and-mortar contexts. This work provides the foundation for grasping the com-
plexity of service recovery; however, the social media context provides unique chal-
lenges for firms primarily through: anonymity, publicity, and speed. When
consumers transition to online channels, they no longer have to worry about the
potential embarrassment or threat of social confrontation that accompanies an in-
person complaint situation (Winch 2011). The anonymity of the social media pro-
cess can provide consumers with the freedom to express how they feel, however
may provide greater confidence to say more negative things than may have occurred
in a face-to-face setting. Additionally, the social media process has transformed
complaining from private process between a company employee and the consumer
to a greater public matter (Ward and Ostrom 2006). Posting a complaint on a social
media site allows other consumers to not only see the issue that occurred, but also
comment or share this customer experience with others. Finally, the speed of the
complaint process differs, as consumers can now express their dissatisfaction nearly
instantaneously when the failure occurs. With greater speed occurring from the
user’s end, accordingly consumers may transfer such expectations for the firms to
respond quickly in return.

The service recovery literature has primarily been dominated by the justice the-
ory, in which the consumer evaluates the level of fairness attributed to the firm’s
service recovery response (Blodgett et al. 1997). Composed of three components
(distributive, procedural, and interactional), justice theory has been shown to impact
consumers satisfaction, future purchase intentions, and intent to spread word-of-
mouth (Tax et al. 1998). In a social media context, the interactional justice component
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must adapt as the ability to provide an in-depth explanation (Bies and Shapiro 1987)
becomes limited by 140 characters. Regarding procedural justice, the access to
communicate (Goodwin and Ross 1992) is assumed in the nature of the platform;
however, the speed of reply (Taylor 1994) must be faster than traditional channels.
Distributive justice also holds its own unique challenges, as the decision to offer
consumer specific outcomes (Blodgett et al. 1997) or simply an apology (Tax et al.
1998) in the public setting must be carefully considered. In social media service
recovery, there is considerable overlap amongst the three dimensions due to the
limitations previously mentioned. In this study, the outcome and speed of the recov-
ery will be manipulated through experimental scenarios to fulfill the procedural and
distributive dimensions. The interactional justice component has been applied in
various ways in marketing research to include elements of empathy, effort, polite-
ness, honesty, and explanation (Tax et al. 1998). As these conceptualizations slightly
differ from one another, the interactional dimension will include existing scales
regarding the empathy of the response (Parasuraman et al. 1988; Xia 2003; Blodgett
et al. 1997) and perceive effort of the recovery (Mohr and Bitner 1995). As interac-
tional justice refers to the fairness of the interpersonal treatment one receives (Bies
and Shapiro), understanding how the consumer perceives the directedness of the
recovery effort towards their individual situation has yet to be addressed.
Directedness specifically assesses the consumer’s perceptions of a company’s adap-
tive communication strategy for personally interacting with them to address their
specific needs. The authors developed the measures for directedness, as the current
literature provided no appropriate scales for adaption.

Research Methods

A total of nine scale items were created to initially test the construct of directedness.
All scale items were made of 7-point scales ranging from 1=Strongly Disagree to
7=Strongly Agree. Content validity was first examined by a panel of expert judges
to ensure the items were a proper sample of the constructs domain (Netemeyer et al.
2003). An external investigation of the construct was undertaken to establish nomo-
logical validity and differentiate it from the established construct of personalization
(Peter 1981). From a communications standpoint, personalization is typically per-
ceived as a process in which individualized communication is sent to a specific
person based on their situation (Roberts 2003). An examination of current social
media marketing practice shows that the majority of firms personalize the tweets
when responding to consumers by using their specific Twitter handle/username.
Although this message may be personally sent to the consumer, it often contains a
generic statement such as “@janedoe please contact our customer service staff to
address your issue.” This message fulfills the definition of personalization, however
does not address the individual situation within the communication message itself.

A sample of 121 usable responses was used to pre-test the scale items following
a data screening process consisting of attention and manipulation check measures.
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Respondents were collected from a student sample at a large Southeastern university,
and consisted of 63 % male, an average age of 21.5 years old, all having at least some
college education. These demographics nearly identically match those of the most
prevalent groups of Twitter users (Pew Research 2013). A 2x4 randomized design
provided respondents with one of eight scenarios that varied both the consumer and
company Twitter responses. Consumer responses were either sent directly to the
organization, or an indirect message only posted on the users’ profile and followers.
Company responses were one of four types: a highly directed message sent directly
to the user, a low directed message personally sent to the user containing a generic
statement, an indirect tweet containing a generic message about customer service
posted for all followers, and finally no response at all.

Results and Discussion

The scale items were first analyzed through a reliability analysis, followed by an
exploratory factor analysis to assess dimensionality and validity. The squared mul-
tiple correlations for all items exceeding the minimal standard of 0.50 with the
exception of item 8, which was also the only item to not load strongly (>0.70) on
the single factor. Further, the Cronbach’s alpha showed high levels of reliability for
each of the three scales, including directedness (0.94), empathy (0.96), and effort
(0.92) (Nunnally 1978). An Exploratory Factor Analysis was then run using all
three scales. Kaiser’s rule was used as an extraction method, resulting in three dif-
ferent factors with eigenvalues exceeding one. All items measuring each construct
solely loaded on one factor and did not show substantial cross loadings (>0.40) on
any other factors. Principle Axis factoring method was used with a Varimax rota-
tion. Hair et al. (2010) argues that this method is the most appropriate when follow-
ing a factor analysis with further multivariate techniques.

Based on the exploratory results, one item of the directedness scale met minimal
requirements for reliability and did not meet convergent validity assessments. Going
back to the items, it is clear that “sent directly to only me” can imply that no other
viewer is able to see the response. As previously mentioned, Twitter is a public
forum, and most viewers understand the content posted is able to be seen by other
viewers. The poor phrasing of this item likely lead to the low loadings and correla-
tions, therefore it was removed before confirmatory factor analysis took place. The
empathy scale showed significant cross-loading issues, relative to both the effort
and directedness scales. Two other items showed somewhat weak loadings on their
respective factors, however will be further included in the analysis due to the explor-
atory nature of the scale development at this stage. Prior to conducting the confirma-
tory factor analysis, items with loadings below 0.50 and cross-loaded issues were
deleted from the analysis.

A confirmatory factor analysis was then performed using AMOS 22, to assess
the unidimensionality, convergent validity, and discriminant validity of the latent
constructs. The results of the analysis indicated an acceptable fit (Hu and Bentler
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1999) of the model to the data (x*=278.22, df=142, CFI=0.96, IFI=0.96,
RMSEA=0.08). The convergent and discriminant validity of the scales were exam-
ined by calculating the average variance extracted for each construct. Furthermore,
calculations for the shared variance between constructs were made as recommended
by Fornell and Larcker (1981). The average variance extracted exceeded 0.50 for
each construct, providing evidence of convergent validity. No shared variance mea-
sures between constructs exceeded the average variance extracted, indicating evi-
dence of discriminant validity.

Conceptually, the items that were dropped from the directedness scale related
more towards the recovery directed at the individual user, whereas the remaining
items focused on the message. The final three directedness items included the
response: (1) “intended to show interest in my individual issue,” (2) “was custom-
ized to address my particular need,” (3) “was adapted based on my situation.”
Further, the items that were dropped from the empathy scale all relate to sincerity or
how genuine the message was, rather than the empathy the consumer believed the
company expressed.

Finally, to ensure the respondents understood the directedness of the response
they received from the company in the scenario, a manipulation check was per-
formed. A one-way ANOVA was performed which found perceived directedness to
be statistically significantly different for the four company responses
(F(3114)=31.52,p<0.01). Those that received the highest level of directed response
report significantly higher means (M =5.44) than those that received low directed
messages (M =4.58), indirect messages (M =3.67), and no response at all (M =2.28).

The scale development pre-test results are an encouraging first step to under-
standing service recovery strategies via social media. Adequate levels of reliability,
validity, and dimensionality were found in the developed directedness scale. The
authors plan to collect another sample of data using the refined scales on a non-
student sample, and perform a series of MANOVA analyses to test differences
amongst the various responses received by groups of consumers. Further, a concep-
tual model is being developed which is planned to be tested using structural equa-
tion modeling.

References available upon request.
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The Effects of Objective and Subjective
Knowledge on the Exploratory Acquisition
of Wine

Leyland Pitt, Frauke Mattison Thompson, Anne Engstrom, Joe Velle,
Adam Mills, and Jan Kietzmann

Abstract This chapter investigates the effect of objective and subjective
knowledge on exploratory acquisition in consumers’ purchase of wine. The main
research questions investigated are whether there is a link between a consumer’s
objective knowledge of wine (what they really know) is linked to their subjective
knowledge (what they think they know), and whether these impact on the extent to
which the consumer engages in exploratory purchasing behavior (tries new brands,
tries different wines, etc). The literature for the three constructs is reviewed, and
hypotheses are developed. The study then investigated these questions among an
online sample of consumers in the USA. Data is analyzed, results are provided,
and the implications for management are discussed. Limitations are also noted and
directions for future research are indicated.
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Sponsoring FIFA World Cup vs. Olympic
Games: Coca Cola, a Classic American Brand,
and Its Explicit and Implicit Sponsoring
Success at Worldwide Sports Events

Steffen Schmidt, Sascha Langner, Nadine Hennigs, Matthias Limbach,
Matthias Rothensee, and Klaus-Peter Wiedmann

Abstract Sport sponsorship is supposed to be one of the most effective means in
the marketing communication mix. In particular, sponsoring worldwide events such
as the Olympic Games or the FIFA World Cup is of great interest for major brands
such as Coca Cola in order to improve their global brand performance (e.g., brand
equity). Although vast research has been done to explore the various facets of
sponsoring success, literature lacks two important aspects: First, most research
relies on explicit indicators (mostly verbal) to measure sponsoring effectiveness,
denying the fact that most experiences occur unconsciously and cannot be expressed
verbally by participants of an event. Second, the vast majority of studies do not take
into account how visible the brand of a sponsor is at the sport event itself —the FIFA
World Cup, e.g., prominently presents all major sponsors during each soccer game,
whereas the Olympic Games do not allow any sponsor mentioning during all of the
Olympic contests. Therefore, the goal of this chapter was to examine the explicit
and implicit effect of a visible versus a non-visible sport sponsorship before and after
two major sport events. Moreover, Coca Cola was chosen as one of the most active
brands sponsoring major sport events such as FIFA World Cup or Olympic Games.
In detail, two studies were run in order to test the effectiveness of the respective
sponsorship activities on brand-related motivation. Our results suggest that a visible
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sport sponsorship of Coca Cola during a sport event has much greater influence
on explicit and implicit brand-related motivation associations toward Coca Cola
compared to non-visible sport sponsorship. In addition, the results show that it is of
great importance to measure sponsoring success on both an implicit and explicit
level in order to identify all relevant association facets in their full complexity.



Effects of Environmental Factors in Nudging
School Children Towards More Healthful
Food Choices in School Cafeterias

Courtney Szocs and Dipayan Biswas

Abstract We examine how queuing pattern, in terms of how children line up at
school cafeterias, influences their eating behavior. To elaborate, we compare
single-line queuing, in which students stand in one central line and the student at the
head of the line is sent to the first available cashier, with multi-line queuing, where
a separate queue is formed in front of each cashier; we investigate how these two
types of queuing influence students’ healthful food choices.

A critical difference between multi-line and single-line queuing is that in the
former case, individuals spend a higher amount of time near the sales counter and
hence have greater amount of time to go through the items and reflect on their
choices than in the latter case, where they are close to the sales counter practically
only right at the time of their purchase.

We tested our hypotheses with the help of a field study at a high school cafeteria
in one of the largest school districts in the USA. The study was carried out in
collaboration with the school district administration. Over 1000 students are served
daily at this school cafeteria. We analyzed data across two different months, with
two different queuing patterns in place. That is, in one random month, there were
multi-line queues, while in another random month, there were single-line queues,
whereby all the students lined up in one central area and then they were sent to
different sales counter based on availability.

The results of the field experiment in the school cafeteria show that multi-line
queues facilitate a greater degree of healthful choices than single-line queues. We
theorize that this effect is driven by lower time pressure and a greater degree of
systematic processing with multi-line queues.
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In terms of implications, while prior studies have examined a host of different
factors influencing choices between healthy and unhealthy options, the present
research is the first one to examine the effects of queuing behavior in a cafeteria
context.

The findings suggest that utilizing multi-line queues might be one way to influ-
ence choices towards more healthful options.

References available upon request.
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Cost Efficiency of Multiple Store Retailers:
A Comparison of Purchasing and Store
Operation Costs

Takumi Tagashira and Chieko Minami

Abstract As many firms adopt chain operations, it is worth investigating whether
the operations are efficient enough to support the firm’s growth and if opening new
retail outlets actually provides economies of scale. This study examines the effect
of increasing the number of stores on retailers’ operational efficiency and tests the
effect empirically. The number of stores is considered an important indicator affect-
ing retail efficiency. However, previous studies have returned conflicting results and
arguments about the impact of the number of stores on efficiency. A log-linear
regression analysis reveals that while retailers gain advantages in terms of reduced
purchasing costs, they increase the costs for store operations. This paper aims to
contribute to the field by clarifying the impact of retailers’ growth on operational
efficiency based on empirical research.

Keywords Chain retailers ® Cost efficiency ® Retail expansion ® Retail stores

Introduction

Multi-store chain operations have recently emerged as a significant issue both
nationally and globally. According to Dawson (2007), the number of retailers
operating business in more than 10 countries increased from only 5 in 1986 to
32 in 2004.

In the context of single store operation, scale refers to the scale per store (Ingene
1984; Reardon 1999). However, in the context of multi-store chain operations con-
text, the issue of whether operations among multiple stores are efficient enough to
keep pace with the firm’s growth is an important issue. Therefore, the number of
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stores is a key factor in considering scale for multi-store chain retailers (Srinivasan
et al. 2013).

When retailers increase the scale per store, their prime advantage derives from
purchase quantities (Ingene 1984). However, for retail firms adopting chain opera-
tions, they must control multiple stores simultaneously, increasing the difficulty in
managing stores and risking a loss of efficiency during their retail expansion (Illueca
et al. 2009).

Further, as retailers expand their scale as a multi-store chain, other important
issues arise, such as regional, cultural, and economic factors stemming from national
and geographical differences, as well as time zone differences. It is therefore worth
investigating the relationship between retailers’ efficiency and expansion in the
multi-store chain context.

Some recent studies have put forward controversial arguments about the impact
of the number of stores on efficiency (Assaf et al. 2011; Barros 2006; Evans et al.
2008; Ganeshan et al. 2007; Illueca et al. 2009; Srinivasan et al. 2013).

Firms expand the number of stores to increase their sales and market share, not
to gain cost efficiency (Srinivasan et al. 2013). Retailers obtain competitive advan-
tage from increasing the number of stores when they achieve sales higher than the
cost increase, while closing stores creates cost efficiency (Srinivasan et al. 2013)
because managing a large number of store is difficult without increasing general
administration costs, thus leading to lost efficiency retail expansion (Illueca et al.
2009).

On the other hand, Barros (2006) shows that the number of stores has a positive
impact on retail efficiency using a Data Envelopment Analysis. Assaf et al. (2011)
show the positive relationship between the degree of geographical expansion and
efficiency by conducting a Bayesian analysis. In addition, studies into the relation-
ship between retail chain strategy and performance claim that retailers increase the
number of stores to obtain economies of scale.

Further, studies not only into retail efficiency but also a broader range of retail
studies examining standardization, adaptation, and retail chain management (Evans
et al. 2008; Ganeshan et al. 2007) have explained the competitive advantage of
multi-store operations based on economies of scale.

Economies of scale refer to the cost advantages gained as the average cost
decreases as firm output or production numbers increase (Hanoch 1975).

It is clear from the literature that there is no consensus about the relationship
between the number of stores and retail efficiency. Further, both arguments empha-
size the cost efficiency.

Moreover, though previous studies analyze the economies of scale of one retailer
and estimate extended models including new production factors, such as IT invest-
ments (Reardon et al. 1999; Mishra and Ansari 2013), the results between them are
inconsistent. Reardon et al. (1999) show a constant return on scale, while Mishra
and Ansari (2013) show diminishing returns on scale. Despite recent technological
developments, recent studies indicate that inefficiency may still result from expan-
sion, despite investments in technology.
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Therefore, this study investigates the efficiency of multi-store chain retailers by
examining the relationship between retail efficiency and the number of stores.
Specifically, this study focuses on different types of costs to clarify how retail costs
increase when the number of stores increases.

The results show that despite the purchasing advantage in terms of quantities
brought through store expansion, there is a constant increase in other costs such as
costs for sales and general administration. Thus, this trade-off relationship between
purchasing cost advantages and other costs increases determines whether retailers
can achieve total operational cost advantages.

Literature Review

Retail efficiency is widely used to measure retail performance with efficiency
defined as the ratio of inputs and outputs (Assaf et al. 2011; Barros 2006; Ingene
1984; Mishra and Ansari 2013). Output represents the result of production, which in
the retail context refers to sales and value-added which is calculated as the differ-
ence between sales and purchasing cost (Ingene 1984; Keh and Chu 2003; Mishra
and Ansari 2013; Yu and Ramanathan 2008; Uyar et al. 2013). Input represents the
factors for production, such as capital and labor (Barros 2006; Ingene 1984; Keh
and Chu 2003; Mishra and Ansari 2013; Reardon et al. 1996; Yu and Ramanathan
2008). Thus, efficient retailers can produce more with the same inputs as inefficient
retailers.

Recently, a few studies examined the impact of number of stores and expansion
on efficiency. Barros (2006) conducted a Data Envelopment Analysis (DEA) and
tobit regression analysis, and found a positive relationship between efficiency and
number of stores.

DEA is a method to calculate a decision-making unit’s relative efficiency for
multiple input and multiple output situations. Some studies employ this approach to
measure retailers’ efficiency (Keh and Chu 2003; Barros and Alves 2003). Further,
Assaf et al. (2011) investigate the degree of geographical expansion and show a
positive relationship between geographical expansion and efficiency.

Some studies emphasize economies of scale to explain why multiple store retail-
ers obtain competitive advantages through expansion. For instance, Evans et al.
(2008) use a qualitative study to show that standardizing retail operations leads to
efficiency through economies of scale. In other words, firms standardize their oper-
ations in response to economies of scale through expansion. Further, Ganeshan
et al. (2007) use the speed to obtain economies of scale as a parameter in their model
wherein retailers decide to localize or centralize their business.

Economies of scale mean that the average cost of production decreases as scale
or production increases (Hanoch 1975). Therefore, some studies propose that the
number of stores has a positive impact on efficiency because they can produce with
a lower average cost by increasing their scale.
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Further, researchers in econometrics have also studied economies of scale in the
retail context. Ingene (1984) estimates a Cobb—Douglass production function to test
the economies of scale per store based on duality and shows evidence that only drug
and variety stores obtain economies of scale.

On the other hand, Reardon et al. (1996) estimate a Cobb—Douglas production
function for a retail store in Dallas, Texas, and find that retail stores have constant
returns on scale. Mishra and Ansari (2013) estimated a modified Cobb—Douglass
production function for clothing stores in India and observed a diminishing return
on scale.

Further, I1lueca et al. (2009) focus on geographical expansion and efficiency, and
show that expanding operational scale leads to increased difficulty in managing
stores and general administration as a firm, which negatively affects efficiency.
Srinivasan et al. (2013) show that opening new stores has a negative impact on firm
value, because this is a sales expansion-focused initiative, while retailers close
stores during a cost-focused initiative. Thus, retailers obtain competitive advantage
by increasing the number of stores when the increase in their sales is higher than
that in their cost, and expanding operational scale by increasing the number of
stores is a cost inefficient activity.

Previous studies contain two controversial arguments. In the first, retailers obtain
cost efficiency by increasing the number of stores. In the second, retailers cannot
obtain cost efficiency by increasing stores. Therefore, this study proposes a theoreti-
cal framework for how retailers’ costs are affected by retail expansion, especially by
the number of stores, and empirically tests the framework.

However, besides macro issues such as regional, cultural, and economic factors
from national and geographical differences, in addition to time variation, factors
such as the type of retail format also impact the ability to scale efficiently. Ingene
(1984) claims that the format strongly impacts retail efficiency because of the dif-
ferences related to their retail operations, such as assortment types and selling and
promotional strategies. Therefore, other studies have employed a specific retail for-
mat as their sample to control the format characteristics, such as differences in
assortment and service (Assaf et al. 2011; Barros 2006; Mishra and Ansari 2013).
Therefore, this study analyzes impact of the number of stores on efficiency while
controlling for the formats.

Integrating the above arguments, this study investigates whether retailers’ costs
have increasing, diminishing, or constant returns as the number of stores increases.
Table 1 summarizes the previous studies mentioned in this paper.

Theoretical Framework and Hypotheses

While some previous studies claim that retailers obtain cost efficiency by increasing
the number of stores, others argue that retailers cannot obtain cost efficiency by
increasing stores.
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Retailers primarily increase their operational scale in two ways. First, retailers
increase the scale per store to increase the amount of product to display and cover a
wider range of consumer demands (Walters and White 1987). Second, retailers
increase the number of stores by opening new branches.

When retailers increase their scale, their costs increase as well. Because this
study focuses on cost efficiency and scale expansion, it focuses on both whether
scale has a positive impact on costs and how cost increases when scale increases.
For example, when retailers obtain cost advantages through expansion, cost has
diminishing returns when scale increases.

The most basic cost advantage obtained when retailers increase scale is quantity
advantage in purchasing costs which is explained based on economies of scale
(Ingene 1984). Retailers with more stores must make larger purchase amounts of
specific products. Hence, retailers can disperse the costs related to one purchase
transaction over a larger amount of the product, reducing the average cost for a
specific product.

In terms of retail management, a report on Aldi’s retail operations claimed that
they achieved cost advantages through retail expansion while narrowing their
assortment range (Planet Retail 2006). This implies a possibility that costs associ-
ated with purchasing products have a diminishing return on scale.

However, academics have identified this effect only in the context of one store
(Ingene 1984). In multi-store context, retailers have another characteristic whereby
any business expansion is accompanied by increased costs.

Srinivasan et al. (2013) emphasize that increasing the number of stores increases
costs, and retailers obtain cost advantages by closing stores. Further, retailers must
build a store and transact with customers to operate their business. As retailers open
new stores and expand their operational scale, the difficulty in controlling opera-
tions at each store increases (Illueca et al. 2009). In other words, the costs associated
with selling and general administration, and promoting products in each store, have
increasing with retail expansion. However, this also has not been empirically tested.

These arguments imply a number of different types of costs, such as purchasing
cost, store administration, and general administration costs, which increase differ-
ently as the number of stores increases. In other words, the arguments about types
of costs represent retailers’ two-sided operations, which include purchasing activi-
ties in the back office of retail operations, and selling activities and store administra-
tion as the front-end of retail operations. While retailers obtain a scale advantage in
purchasing cost by increasing the number of stores, this is accompanied by a con-
stant increase or inefficiency in other types of cost. Thus, this trade-off relationship
between purchasing costs and other costs determines whether retailers can achieve
total operational cost advantages. Integrating the above arguments, this study pro-
poses the following hypotheses:

H, Purchasing cost has diminishing returns as the number of stores increases
H,“ Other costs have constant returns as the number of stores increases
H,’ Other costs have increasing returns as the number of stores increases.
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Data Collection

The hypotheses are tested using a model developed and applied to the retail market
in Japan. Japanese retailers expand their business by increasing the number of
stores, though compared to those in the USA. Japanese retailers have traditionally
expanded by opening small store branches rather than expanding the scale per store
as aresult of Japan’s land area and the large scale store law repealed in 2000 (Larke
and Causton 2005). Thus, Japanese market is an appropriate object to analyze the
impact of the number of stores.

Further, the Japanese market has been considered one of the most competitive
markets since even global retailers such as Wal-Mart and Carrefour encounter dif-
ficulties when they enter and operate in Japan (Aoyama 2007). Therefore, a study of
retail efficiency in Japan is relevant.

This study focuses on how costs increase when retailers expand their scale,
employing a cross section of data for the Japanese retail market to control for the
effect of commodity price and differences in market structure. The data is publicly
listed and collected from the retailers’ 2013 financial reports sourced from EOL, a
comprehensive business information database of Asian firms, and from the related
corporate websites if necessary. As a result, 213 samples were obtained. EOL con-
tains information from stock exchanges across the country and data for some
unlisted firms in Japan, making it an appropriate database to comprehensively col-
lect Japanese retailers’ data.

Tables 2 and 3 provide the descriptive statistics and correlation matrix for the
study variables, respectively. Because the estimation model uses the logarithm of
variables, the tables provide descriptive information about the raw numbers and the
logarithm numbers.

Table 2 Descriptive statistics

Variables Mean Std. dev. Min Max
Sales 194,960.9 515,695.3 312 5,481,352
TC 185,292.3 485,642.6 300 5,298,872
PC 103,871.4 254,985.9 187 3,163,564
oC 81,420.84 369,022.6 113 4,920,313
Number of stores 449.21 1384.55 1 11,754
Sales space 3436.63 5927.59 24.060 48,813.52
Labor 53.29 112.44 0.317 925.64
log(Sales) 11.07 1.47 5.743 15.52
log(TC) 11.03 1.46 5.704 15.48
log(PC) 10.47 1.53 5.231 14.97
log(OC) 9.88 1.50 4.727 15.41
log(Number of stores) 4.70 1.68 0 9.37
log(Sales space) 6.95 1.68 3.18 10.80

log(Labor) 3.00 1.33 -1.15 6.83
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Measurement and Model Specification

This study focuses on the trade-off relationship between different types of costs. To
empirically test this framework, this study analyzes how retail costs increase
depending on retail expansion, including the number of stores. Thus, this study
focuses on the relationship between the main variables including cost and the retail
operational scale rather than estimating the cost function. This study analyzes
whether each cost has increasing, decreasing, or constant returns when the number
of stores, sales space, and number of employees (labor) increase.

Costs represent the dependent variables in this study, which focuses especially
on operational costs since Bianchi (2009) claims that marketing factors for store
operation are more important than financial assets to gain competitive advantage in
the retail market. This study examines three types of costs. The first is total opera-
tional cost (TC), representing costs related to retail operations, calculated in mil-
lions of yen with the following:

TC = Sales — Operational profit

The second is purchasing cost (PC), which represents the monetary amount of pur-
chases in millions of yen. The third includes other administration costs (OC), calcu-
lated as follows:

OC=TC-PC

This cost includes those associated with retail operations such as logistics, advertis-
ing, store administration, and general administration.

This study uses the number of stores, sales space per store (m?), and the number
of employees as independent variables. Previous studies have adopted sales space
as retailers’ input (Barros 2006; Ingene 1984; Keh and Chu 2003; Mishra and Ansari
2013; Reardon et al. 1996; Yu and Ramanathan 2008). However, previous studies
have found inconsistent results in terms of the relationship between sales space and
efficiency, so this study analyzes the impact of sales space while controlling the
impact of the number of stores and retail format. Labor has also been employed as
an input factor (Ingene 1984; Keh and Chu 2003; Mishra and Ansari 2013; Reardon
et al. 1996). This study includes part-time employees in the labor variable because
part-time employees play an important role in retail store operations. This study
uses sales per store and the number of employees per store to avoid multicollinear-
ity between independent variables (Ingene 1984).

Ingene (1984) claims that format strongly impacts retail efficiency because of
the differences related to retail operations, such as assortment type and selling and
promotional strategies. Assaf et al. (2011) focus only on supermarkets to analyze
retail efficiency to control for differences in assortment and service between for-
mats. Thus, characteristics inherent to specific formats related to retail operational
strategies such as assortment, selling, promotion, and service impact efficiency.
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Therefore, this study controls the impact of format by using dummy variables for
some major formats.

As a controlling variable, “specialty retailers” (Ingene 1984; Keh and Chu 2003;
Mishra and Ansari 2013; Uyar et al. 2013) are defined as retailers with a specific
product type that represents more than 90 % of the company’s sales to specify
assortment specialty. General assortment (Barros 2006; Ingene 1984) is defined as
aretailer with a multi-product type assortment and no product that accounts for over
80 % of sales. This study employs the sub-classification of general assortment as the
format. This study follows the classification within the commercial statistics pub-
lished by the Japanese Ministry of Economy, Trade and Industry.

This study specifically estimates the following log-linear regression model to
analyze how costs increase when retail scale increases while controlling for retail
format (i=Total operational cost, Purchasing cost, Other cost).

logC =a, +a,logK, +a,logK, +a;logL+D, + D, + D, +

D,+D.,+D,+D,+D,,, +u
Because this model takes the logarithm for both dependent and independent vari-
ables, parameter «; represents elasticity. Therefore, the estimation results show if
independent variables have a positive or negative impact on the dependent vari-
ables, as well as how the dependent variables increase when the independent vari-
ables increase. Thus, this estimation model is appropriate for the purpose of this
study.

Results

This study first employs the Ordinary least square (OLS) method; however, hetero-
skedasticity in the variance was identified in the TC and OC models through a
Breusch—Pagan Cook—Weisberg test (y*(1)=4.24, $p=0.039 for TC; y*(1)=11.57,
p=0.001 for OC). Therefore, this study employs heteroskedasticity robust standard
error (White 1980) for the TC and OC models. Heteroskedasticity was not identified
for the PC model (y*(1)=0.05, p=0.816$ for PC).

At the 5 % significance level, PC has a diminishing return as the number of
stores increases (p=0.005) but OC (p=0.858) and TC (p=0.207) have a constant
return related to the number of stores. Therefore, H, was supported. Also, because a
constant return was observed for other costs, H,* was supported.

Because total cost also has constant returns as the number of stores increases, the
hypothetical framework proposing that despite gaining a purchasing cost advan-
tage, the trade-off relationship between purchasing costs and other costs determines
if retailers achieve total operational cost advantages was identified.

OC has a diminishing return on sales space (p=0.000). On the other hand, TC
has a constant return on the number of employees (p=0.106). The results also show
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that PC has diminishing returns on sales space (p=0.000), but a constant return on
the number of employees (p=0.095). Furthermore, OC has a diminishing return on
sales space (p=0.000), and a constant return on number of employees (p=0.065).
Tables 4, 5, and 6 present the results for the TC, PC, and OC analyses.

Discussion

The empirical results show that purchasing costs have a diminishing return on the
number of stores, but other costs, including the costs associated with retail opera-
tions such as logistics, advertising, store administration, and general administration,
have a constant return, and thus total operational costs have a constant return on the
number of stores.

These results are consistent with the hypotheses in this study and emphasize the
trade-off relationship between purchasing costs and other costs associated with sell-
ing and general administration as well as promoting products in each store. Thus,
when retailers expand their operational scale by increasing the number of stores,
they gain efficiency in the back office retail operations related to purchasing, but not
in the front-end of the retail operation, such as store management and general
administration.

The results related to sales space show that all types of costs have a diminishing
return as sales space increases, indicating that retailers can increase efficiency by

Table 4 TC results

Total cost
Variables Coefficient S.E. p-value
Number of stores 0.941 0.047 0.000
Sales space 0.099 0.031 0.002
Labor 0.897 0.063 0.000
Food assortment —-0.057 0.109 0.603
Clothes assortment -0.166 0.126 0.190
Home center 0.114 0.106 0.281
General super market 0.023 0.144 0.875
Convenience store 1.038 0.554 0.062
Pharmacy 0.331 0.108 0.003
Department store 0.802 0.229 0.001
Multi-format 0.340 0.407 0.405
Constant 3.140 0.383 0.000
F test F(11,201)=109.37 (p=0.000)
R? 0.8693
Constant return test of number of stores F(1,201)=1.60 (p=0.207)
Constant return test of sales space F(1,201)=824.59 (»p=0.000)

Constant return test of labor F(1,201)=2.63 (p=0.106)
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Table 5 PC results

Purchasing cost

Variables Coefficient S.E. p-value
Number of stores 0.873 0.044 0.000
Sales space 0.143 0.045 0.002
Labor 0.878 0.073 0.000
Food assortment 0.130 0.172 0.452
Clothes assortment -0.128 0.183 0.485
Home center 0.318 0.232 0.172
General super market -0.023 0.232 0.920
Convenience store —-0.088 0.397 0.824
Pharmacy 0.757 0.217 0.001
Department store 0.664 0.319 0.038
Multi-format 0.101 0.265 0.703
Constant 2.611 0.385 0.000
F test F(11,201)=55.29 (p=0.000)

R? 0.738

Constant return test of number of stores F(1,201)=8.19 (p=0.005)

Constant return test of sales space F(1,201)=361.76 (p=0.000)

Constant return test of labor F(1,201)=2.82 (p=0.095)

Table 6 OC results

Other cost
Variables Coefficient S.E. p-value
Number of stores 0.992 0.047 0.000
Sales space 0.053 0.040 0.187
Labor 0.859 0.076 0.000
Food assortment -0.286 0.124 0.022
Clothes assortment -0.054 0.108 0.615
Home center -0.045 0.100 0.652
General super market -0.019 0.160 0.905
Convenience store 0.970 0.937 0.302
Pharmacy -0.211 0.108 0.051
Department store 0.918 0.278 0.001
Multi-format 0.266 0.411 0.519
Constant 2.268 0.393 0.000
F test F(11,201)=94.35 (p=0.000)
R? 0.8289
Constant return test of number of stores F(1,201)=0.03 (p=0.858)
Constant return test of sales space F(1,201)=560.19 (p=0.000)

Constant return test of labor F(1,201)=3.42 (p=0.065)
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increasing the sales space while the number of stores and the number of employees
are fixed. In other words, an expansion strategy focusing on a few large stores is
likely to be efficient.

However, increasing the number of employees does not seem to show any effi-
ciency gains. Therefore, it is difficult to improve efficiency by increasing the num-
ber of employees so long as the sales space and the number of stores are fixed.

Implications

Previous studies show conflicting results in terms of the relationship between the
number of stores and cost efficiency. This study focuses on retailers’ cost efficiency,
especially regarding increases in costs associated with expansion.

Further, despite technological advancements, recent studies into economies of
scale and IT investments show inefficiency as a result (Reardon et al. 1996; Mishra
and Ansari 2013). These results indicate the possibility that it is difficult to gain
efficiency through retail expansion, despite investments in technology.

This study highlights the cost structure of multi-store chain retailers. Specifically,
the results emphasize that purchasing costs and other costs increase differently as
the number of stores increases, indicating as retailers open new stores and expand
their operational scale, it becomes more difficult to control operations at each store
(Illueca et al. 2009). In other words, the costs associated with selling and general
administration and promoting products in each store have increasing returns through
retail expansion.

Further, this study also shows that sales space per store and the number of stores
have different impacts on cost efficiency. The results also show that an increase in
sales space per store leads to efficiency in both purchasing and other costs, such as
those associated with selling and general administration. This suggests that retail-
ers’ capital input should be considered separately as the number of stores and sales
space per store, and not as the total sales space, which is calculated as sales space
per store times the number of stores.

This study’s results offer several managerial implications. The results clarify the
cost structure of multi-store chain retailers, and can assist managers in determining
an investment strategy to grow efficiently. For example, because increasing the
number of stores creates cost efficiency in purchasing, it is better retailers that aim
to obtain cost efficiency in the channel to reduce investments in operations and to
invest more in the purchasing process. For example, investments in delivery sys-
tems, such as through information communication technology is one option.

On the other hand, retailers interested in reducing the rate of increase in store
operations and administration, it is better to focus on a strategy specifically target-
ing such costs. For example, advertising and pricing strategies are important. In
Japan, many retailers employ high-low pricing and leaflet discount information for
each store. A standardized advertising format for the chain and an everyday low
price strategy could possibly improve retailers’ advertising cost efficiency.
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Further, a strategy to open a few large stores is likely to be efficient. The results
show that the number of stores leads to purchasing cost efficiency, but not for other
costs, such as those associated with selling and general administration. However,
this can be overcome by increasing the sales space per store, as this creates effi-
ciency for both purchasing and other costs.

As this study represents the first analysis of the impact of the number of stores on
cost efficiency, it has two limitations. First, the sample for this study is a cross sec-
tion of data for the Japanese retail market. This method controls for the effect of
commodity prices and differences in market structure, though these results cannot
be generalized globally due to the characteristics of the data. Extending the sample
would help in creating a generalizable result. Further, an analysis of the effect of
time and changes in scale on efficiency would aid in understanding the relationship
between scale expansion and efficiency.

Second, this study does not assess the impact of specific strategic factors on effi-
ciency. Therefore, studies are required to identify specific strategic factors to mod-
erate increases in costs. This could lead to a better understanding of the relationship
between retail expansion and cost structure.

Conclusion

As many retailers expand their business by increasing retail outlets based on chain
operations, the number of stores is an important indicator affecting the business’
efficiency. However, the previous literature contained conflicting results and argu-
ments about the impact of the number of stores on efficiency.

This study contributes the first analysis of how costs increase when the number
of stores increases by conducting log-linear regression analysis.

Overall, when multi-store chain retailers expand their operational scale, they
may obtain a quantity advantage in purchasing costs, but this is accompanied by a
constant increase in the costs for store operations. Thus, a strategy to create a few
large branches is likely to be efficient.
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Moving Towards an Omni-Channel Strategy:
Process and Challenges

Picot-Coupey Karine, Huré Elodie, and Piveteau Lauren

Abstract As cross-channel and omni-channel strategies become prevalent among
retailing practitioners, existing research calls for further investigation about impor-
tant issues in relation to the implementation of cross- and omni-channel strategies
(Brynjolfsson et al. 2013; Gallino and Moreno 2013; Lewis et al. 2013; Strang
2013). There is a need for explaining how to go omni-channel and for exploring
the ways to address challenges faced when implementing an omni-channel strategy
(Brynjolfsson et al. 2013). This chapter proposes to address this call by investigat-
ing an in-depth single case study of an eyewear retailer Direct Optic. By observing
the orchestration of the convergence of bricks and clicks in an omni-channel
perspective, this chapter answers the following research questions: (RQ/) What is
the process of moving towards an omni-channel strategy? (RQ2) What are the chal-
lenges faced in this process? This research provides one of the first in-depth case
studies on how a multi-channel retailer moves towards an omni-channel strategy.
This research contributes in clarifying the differences between multi-channel, cross-
channel, and omni-channel strategies. We also underline that moving from a multi-
to an omni-channel strategy first involves organizational changes, then followed by
operational evolutions. Omni-channel strategies can be considered as the optimum
situation of the cross-omni-channel continuum, meaning that all the identified
challenges have been overcome when reaching the extreme end of the continuum.
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Branded Store-Within-Stores: Differential
Impact of “Star” vs. ‘“Supporting Cast”
Brands on Brand and Retailer Outcomes

Vishag Badrinarayanan and Enrique Becerra

Abstract The adoption of branded store-within-stores by retailers is an innovative
approach aimed at improving customer engagement, retail store design and layout,
and ultimately, value creation for both customers and retailers (Jerath and Zhang
2010; Sorescu et al. 2011). In a typical branded store-within-store format, specific
brands enter a rental or profit sharing agreement with a retailer to have a standalone
existence within a retail store’s layout with the brand’s vendor partly or wholly
managing activities such as pricing, merchandising, staffing, and stocking in an
autonomous manner (Jerath and Zhang 2010). Although there are different manifes-
tations of the store-within-store format, the focus of this study is on formats where
third-party owned product or retailer brands are presented in an independent
arrangement within a retail store. The Sephora store inside JCPenney, Armani, and
Gucci stores inside Neiman Marcus, the DKNY store inside Bloomingdale’s, the
North Face store inside Sports Authority, and the Samsung store inside Best Buy
are examples of this phenomenon.

This study tests a framework of (1) consumers’ evaluations of brands and
retailers involved in branded store-within-store formats, (2) their subsequent behav-
ioral intentions toward the brand alliance and constituent partners (i.e., the brands
and retailers), and ultimately (3) differences in the above-mentioned issues across
store-within-stores featuring a “star” brand (i.e., a standalone store-within-store for
a brand that is perceived as significantly superior to the other brands in the retail
store) versus a “supporting cast” brand (i.e., a standalone store-within-store for a
brand that is perceived as comparable to the other brands in the retail store).

Based on the data collected from 258 undergraduate students from a large
Southwestern university in the USA, the findings indicate that the type of branded
store-within-a-store affect intentions toward a retailer, with a Star Brand exerting
greater influence on intentions toward the retailer and the featured brand than the
retailer’s prototypical brands. In addition, results show greater intentions toward
the retailer and the featured brand in the case of a Star Brand store-within-store for
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male shoppers rather than female shoppers. Overall, results indicate that stores
looking to increase sales by adding a branded store-within-store should consider
brands that their shoppers consider superior to the store’s prototypical brands. This
study is exploratory in nature and future research, using different product and/or
store types and samples, could help validate the results.

References available upon request.
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Post-consumption Guilt and Rumination: How
Positive Reinterpretation Can Help and Drive
Satisfaction

Renaud Lunardo and Camille Saintives

Abstract This paper investigates how consumers regulate their post-consumption
guilt and their rumination through positive reinterpretation. Two studies show that
guilt and rumination lead people to engage in positive reinterpretation. They also
show that guilt and rumination interact such that high guilt leads to high positive
reinterpretation whatever the rumination level, while low guilt feelings lead to high
positive reinterpretation only when rumination is high. Also, results from study 2
reveal a mediating effect of positive reinterpretation on the guilt-satisfaction rela-
tionship. Further, regulatory focus is shown to moderate the effect of positive rein-
terpretation on satisfaction, with promotion-focused consumers exhibiting more
satisfaction than prevention-focused consumers when positive reinterpretation is
low.

Keywords Guilt* Rumination ® Positive reinterpretation  Satisfaction ® Regulatory
focus

Introduction

Guilt represents a common emotion that consumers might feel in response to con-
sumption (Goldsmith et al. 2012; Lee-Wingate and Corfman 2010). Guilt is often
associated with the negative cognition of rumination (Tangney 1995; Tangney et al.
1996), a relatively common response to negative moods and stressful life events
whereby people repetitively think about their negative feelings, their possible
causes, meanings, and consequences (Nolen-Hoeksema et al. 2008; Robinson and
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Alloy 2003). Considering the negative aspects of guilt and rumination in consump-
tion, it is surprising that consumer research has not to date examined their regula-
tion and their effects. This research aims to fill this gap and examines how positive
reinterpretation may help consumers regulating their post-consumption guilt and
rumination. Positive reinterpretation refers to a cognitive process whereby individ-
ual reconstrue the situation in such a way as to put the best light on it (Folkman and
Moskowitz 2000; Yi and Baumgartner 2004). For marketers, understanding such a
process appears critical: if people feel bad about their behaviors, it is at risk that they
develop negative attitude toward the product or the brand, while if they positively
reinterpret their consumption, this regulating process may result in positive
outcomes.

Specifically, what we suggest is that positive reinterpretation increases with both
guilt and rumination. However, the effect of guilt on positive reinterpretation may
be moderated by rumination, this latter variable acting as a quasi-moderator (Sharma
et al. 1981). Specifically, we suggest and show that when guilt is high, consumers
may engage in positive reinterpretation, whatever how much they ruminate. On the
contrary, when guilt is low, consumers may not engage in positive reinterpretation
unless they highly ruminate. This may occur because when guilt is low, consumers
may not have to cope with their guilt and positive reinterpretation is thus not needed.
However, such positive reinterpretation may represent an appealing option for peo-
ple whose guilt—even if low —is associated with high rumination. As rumination
involves a focus on the negative aspects of their consumption (Nolen-Hoeksema
1998), consumers who ruminate may be willing to find positive elements in their
consumption and positive reinterpretation may thus increase.

Additionally, we suggest that because positive reinterpretation leads consumer to
see their consumption behavior through a positive lens, it may act as a mediating
variable explaining why guilt-inducing consumption can reveal satisfying.
Importantly, we propose that this effect of positive reinterpretation on satisfaction
toward consumption is moderated by regulatory focus, with promotion-focused
being more sensitive and exhibiting more satisfaction when positively reinterpreting
their consumption.

In what follows, a literature review on guilt, rumination, and positive reinterpre-
tation is presented. Also, two studies testing our predictions are presented. Then,
theoretical and managerial implications are discussed.

Theoretical Background

Consumption, Guilt, and Rumination

The unpleasant and self-conscious guilt feeling arises when individuals think they
have violated an internal moral, societal, or ethical standard (Baumeister et al. 1994,
Kugler and Jones 1992), or acknowledge a transgression (Burnett and Lunsford
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1994). Consumer research on guilt has mostly focused on its antecedents and
showed that these emotions mainly result from indulgence (Giner-Sorolla 2001;
Goldsmith et al. 2012; Mishra and Mishra 2011) and a lack of self-control
(Baumeister and Heatherton 1996). Previous research shows for instance that con-
sumers are more likely to feel guilty about choosing hedonic (vs. utilitarian) prod-
ucts, such as indulgent food (candies, snacks, gourmet restaurant dinners, etc.) (e.g.,
Kivetz and Keinan 2006; Kivetz and Simonson 2002). Also, research has identified
that guilt emanates from impulsive (Mukhopadhyay and Johar 2007) and compul-
sive buying (O’Guinn and Faber 1989).

As consumer research on guilt has mostly investigated its antecedents, the cogni-
tive, emotional, and behavioral consequences of guilt have remained underinvesti-
gated. Research on emotion regulation strongly supports the notion that it is helpful
for individuals to process and work through negative emotions (Pennebaker and
Graybeal 2001). Psychological research brings evidence that when people are beset
by guilt, they are preoccupied with their transgression and guilt weighs heavily on
their mind (Martin and Tesser 1996; Tangney 1995; Tangney et al. 1996), making
them likely to engage in rumination. This rumination involves intrusive and obses-
sive thoughts (e.g., Nolen-Hoeksema 1998) that lead individuals to concentrate on
the negative and damaging features of their behavior. Within a consumption con-
text, rumination may arise at the post-purchase stage when the decision produces
undesirable outcomes. Specifically, we suggest that because (1) guilt is a negative
emotion and (2) rumination involves a focus on the negative aspects of a given situ-
ation, rumination may arise when individuals feel guilty about their consumption.

Positive Reinterpretation

As a negative emotion, guilt can be felt as a stressful experience. According to
Lazarus and Folkman (1984) individuals facing a stressful situation first engage in
cognitive appraisal, which refers to a process through which the person evaluates
whether a particular encounter with the environment is threatening or positive
(Folkman et al. 1986). Then, individuals evaluate what can be done about the situa-
tion. This phase of coping represents the individual’s changing cognitive and behav-
ioral efforts to manage specific external and/or internal demands that are appraised
as taxing or exceeding the person’s resources (Lazarus and Folkman 1984). As
people start to appraise cognitively the situation to deal with it, appraisal is central
to the stress process and it is more the interpretation of stressful events that is impor-
tant than the events themselves (Lazarus and Folkman 1984). Thus, one way to cope
with a stressful situation might be to change our appraisal of the situation in a posi-
tive way by reframing a situation to see it in a positive light (seeing a glass half full
as opposed to half empty).

To cope with the negative feeling of guilt and the negative cognition of rumina-
tion, individuals may thus be tempted to reappraise the negative experience that
made them experience guilt. Such mental operations adopted to regulate negative
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emotions have already been highlighted in previous research (Kross et al. 2005).
Following this view, what we propose in this chapter is that individuals might reap-
praise guilt-inducing consumption through the process of positive reinterpretation.
This positive reinterpretation—or positive reappraisal—is a cognitive process that
individuals adopt to find some positive meanings in a negative event. Through the
process of positive reinterpretation, the meaning of a situation is thus changed in a
way that allows people to experience positive emotions and psychological well-
being (e.g., Folkman and Moskowitz 2000).

Hypothesis

In the case of consumption-related guilt, it may be tempting to suggest that consum-
ers who feel guilty might ruminate about their behavior and positively reinterpret
their consumption. Both rumination and positive reinterpretation are cognitive cop-
ing strategies that involve sustained attention on emotional experience (Parkinson
and Totterdell 1999) and may thus both result from the negative emotion of guilt.
Previous research brings consistent support for the notion of both rumination (e.g.,
Tangney et al. 1996) and positive reinterpretation (Yi and La 2004) as outcomes of
guilt. It is thus likely that when feeling guilty, people are likely to ruminate and to
engage in positive reinterpretation to see their behavior under a better light.

However, what we argue is that rumination acts as a quasi-moderator (Sharma
etal. 1981) in a sense that it may result from but also interacts with guilt feelings to
affect positive reinterpretation. When guilt is high, people may be eager to cope
with such a negative emotion (Lazarus and Folkman 1984; Yi and Baumgartner
2004) and they thus may engage in an intense positive reinterpretation, whatever
their degree of rumination. However, when their guilt feelings are low, consumers
may not be likely to try to cope with this emotion unless such emotion is associated
with high rumination. The rationale behind this prediction lies in that rumination
involves a focus on the negative aspects of their behavior (Nolen-Hoeksema 1998),
and people who ruminate may thus be more inclined to engage in positive reinter-
pretation. Thus, when guilt is low, positive reinterpretation may increase with rumi-
nation: positive reinterpretation may be low for low levels of guilt and rumination
but may be high when rumination reaches a high level. Hence, we propose the
following:

Hypothesis 1: Guilt and rumination interact to affect positive reinterpretation:
when rumination is low, high guilt will lead to higher positive reinterpretation
than low guilt.
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Study 1

Method

Participants (n=177, 56.5 % being women) were undergraduate students who vol-
untarily took part to the study. Participants were randomly assigned to one of two
conditions: a guilt or control condition. The procedure adopted by following Han
et al. (in press) was used to manipulate guilt. Participants were told to write down
their feelings and thoughts regarding a past consumption episode, trying to accu-
rately recollect how they felt and acted during this episode. Participants in the guilt
condition were asked to recall a past consumption episode that made them feel
intense guilt and what it felt like to be guilty. They were then asked to write down
the conditions surrounding this event and describe as vividly as possible what fac-
tors contributed to their intense feelings of guilt. Participants in the control condi-
tion were asked to recall a consumption episode they experienced the previous
week.

Then participants were asked to rate the extent to which they have positively
reinterpreted the situation using four items from Carver et al. (1989) that were
adapted to the study (“I"ve tried to find something positive in this experience”; “I’ve
tried to consider that experience differently, to see it more positively”; “I’ve learned
something from this consumption episode”; “I’ve tried to grow up following that
consumption”, a=0.60). Participants were also asked to indicate the degree to
which the situation described in the scenario has made them ruminate, using an
eight-item scale that was adapted to the context of the study (McCullough et al.
2007; @=0.95). This included items such as “I couldn’t stop thinking about what
that consuming did to me”; “Thoughts and feelings about how having experienced
that consumption hurt me kept running through my head”; “Strong feelings about
what this consumption did to me kept bubbling up”). Participants also indicated
how likely they have felt guilty using a 3-item measure of guilt (Dahl et al. 2003)
(“no guilt at all/a lot of guilt”, “no remorse at all/a lot of remorse”, “did not feel bad
at all/felt very bad”; @=0.71). All the statements were rated on seven-point Likert
scales (1 =strongly disagree, 7 =strongly agree).

Results

The guilt manipulation led to significantly more guilt than the control manipulation
(Mguin=4.88, Mcom=2.23, F(2, 175)=170.56, p<0.001). To test the hypothesis
that when individuals ruminate, they engage in higher positive reinterpretation
when the guilt feeling is low, positive reinterpretation was regressed on the guilt
condition, rumination and the guilt condition X rumination interaction. Main effects
of guilt (=291, t=5.18, p<0.001) and rumination (#=0.55, r=4.73, p<0.001)
emerged. Importantly, and supporting hypothesis 1, a significant effect of the
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guiltx rumination interaction was observed (f=-0.58, r=-3.36, p<0.01) on posi-
tive reinterpretation. The Johnson—Neyman point for the rumination moderator
occurs at a value of 3.95, or 0.80 standard deviations above the mean of 2.83. This
indicates that high guilt results in significantly lower levels of positive reinterpreta-
tion for all values of rumination below 3.95. As such, these data are consistent with
Hypothesis 1 and the prediction that guilt and rumination exert main effects and an
interacting effect on positive reinterpretation (Fig. 1).
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Fig. 1 The effects of guilt and rumination on positive reinterpretation
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Discussion

Study 1 indicates that rumination interacts with guilt to impact positive reinterpreta-
tion. When rumination is low, high (vs. low) guilt leads consumers to engage more
in positive reinterpretation, while such difference between low and high guilt is not
observed when rumination is high.

However, while these results provide support for the notion that positive reinter-
pretation occurs as a response to guilt feelings and rumination, nothing is said about
how positive reinterpretation can shape consumers’ responses toward their con-
sumption. Coping strategies have long been mentioned as mediating variables (e.g.,
Folkman and Lazarus 1980) and it may be likely that positive reinterpretation may
act as a mediator of the guilt-satisfaction relationship. In support of this prediction,
positive reinterpretation has been associated with satisfactory outcomes (Folkman
et al. 1986). Hence, we propose that:

Hypothesis 2: Positive reinterpretation mediates the effects of post-consumption
guilt on satisfaction.

There is reason to expect that the effect of positive reinterpretation on satisfac-
tion toward consumption might be different according to the extent of positive rein-
terpretation and according to individual differences in people. At high levels of
positive reinterpretation, the positive aspects of the consumption may be so salient
that consumers might all exhibit satisfaction toward their consumption. However,
the question remains for low levels of positive reinterpretation, at which people dif-
fering in their sensitivity to positivity might also differ in their responses to positive
reinterpretation. Because promotion-focused individuals are more sensitive to posi-
tive feedback and outcomes (Forster et al. 2001; Higgins et al. 1994), promotion-
focused (vs. prevention-focused) consumers may be more likely to exhibit a higher
satisfaction at low levels of positive reinterpretation. Regulatory focus may thus
moderate the effect of positive reinterpretation on satisfaction, such that:

Hypothesis 3: Regulatory focus moderates the effect of positive reinterpretation on
satisfaction. Specifically, at low levels of positive reinterpretation, promotion-
focused consumers will exhibit a higher satisfaction toward consumption than
prevention-focused consumers.

Beyond replicating the preceding interaction between guilt and rumination,
Study 2 thus tests this prediction and explores whether positive reinterpretation can
act as a mechanism that helps individuals to overcome their guilt and to exhibit
satisfaction. Study 2 also investigates regulatory focus as a moderating variable of
the effect of positive reinterpretation on satisfaction toward consumption.
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Study 2

Participants and Procedure

One-hundred-and-fifty-four students (age from 17 to 34, 61 % women) were first
assigned to one of two conditions that manipulated guilt (low versus high). In each
condition, participants were presented with a list of distinct behaviors that were all
related to consumption. In the high guilt condition, participants were asked to select
a behavior that they were likely to adopt and that would make them feel really
guilty. In the low guilt condition, participants were also asked to select a behavior
that they were likely to adopt but one that would make them feel lowly guilty.

Pretest

To ensure that each of the two lists manipulating guilt contained behaviors that were
respectively likely to induce high guilt or low guilt, 23 undergraduate students were
asked to think about and write three behaviors they could adopt in their everyday
life, that would be related to consumption, and that would make them feel highly
guilty. Knowing what—and the reason why—such behaviors may induce guilt
would then help building a list containing guilt-inducing behaviors for the high guilt
condition. Knowing the reasons for why guilt arises would also enable the research-
ers to modify the guilt-inducing behavior from the prior list and turn it into a low
guilt-inducing one.

Two researchers analyzed the nature and the frequency of the guilt-inducing
behaviors. The most frequently cited behavior was respectively related to buying
expensive hedonic purchases (like clothes; 54 %), followed by drinking alcohol
(29 %), eating fat food items (7 %), taking drugs (6 %), and smoking cigarettes
(4 %). Regarding the reasons these behaviors may induce guilt, results are consis-
tent with previous guilt literature and suggest that guilt arises following impulsive
(Sengupta and Zhou 2007) and indulgent (Okada 2005; Ramanathan and Williams
2007) behaviors and a lack of self-control (Giner-Sorolla 2001). Thus, the guilt
condition included nine behaviors involving the consumption of fat food, alcohol,
tobacco, or drugs, or the purchase of indulgent, expensive, or unnecessary products.
On the contrary, the list manipulating the low guilt condition included nine behav-
iors that were not considered highly indulgent or as resulting from a lack of self-
control (e.g., “watching a documentary on TV on a Saturday afternoon”, “buying a
new USB device as the store”, etc.).
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Measures

Once being assigned to one of the two conditions, participants had to rate the extent
to which they would feel satisfied toward their consumption behavior (“satisfied”,
“wise choice”, and “I did the right thing when behaving this way”, a=0.70). They
then rated the extent to which they would positively reinterpret their behavior
(@=0.70) and indicated how likely they would ruminate (¢=0.87). For manipula-
tion check purposes, guilt was measured (@=0.84). All the scales were similar as
those used in study 1.

Regarding regulatory focus as a moderator, we used the 6-item scale used by
Mishra et al. (2010). The promotion-focus dimension (e.g., “I think it is very impor-
tant to pursue one’s hopes and dreams at all costs”, etc.) (e =0.60) and the prevention-
focus dimension (e.g., “Right now, I feel I should pay more attention to my duties
and obligations, even at the expense of my aspirations”, etc.) (¢=0.63) were
reliable.

Also, because they could be covariates of guilt (Orth et al. 2010), shame (Agrawal
and Duhachek 2010; =0.93) and pride (Louro et al. 2005; a=0.68) were measured
and included as covariates in the analyses.

Results

The manipulation of guilt was successful. Participants in the low guilt condition
rated their guilt significantly lower (My,,,=1.21) than participants in the high guilt
condition (M, =5.24, F(1, 152)=345.45, p<0.001).

To test H1, a regression was conducted using guilt as the independent variable,
rumination as the moderator and positive reinterpretation as the dependent variable
was conducted. The regression revealed positive main effects of guilt (8=1.58,
t=3.59, p<0.01) and rumination ($=0.26, r=2.08, p<0.001). As in study 1, a sig-
nificant effect of the guilt x rumination interaction (#=-0.25, r=—1.81, p=0.07) on
positive reinterpretation emerged. The Johnson—-Neyman point for p<0.05 was
observed at the value of 3.50, or .33 standard deviations above the mean of 2.85,
indicating that high levels of guilt leads to more positive reinterpretation when
rumination is low (lower than 3.50).

To test the notion that positive reinterpretation mediates the effect of guilt on
satisfaction, a bootstrapping approach was used (5000 bootstrap samples; Zhao
et al. 2010). The analysis revealed a significant indirect path of the effect of guilt on
satisfaction through positive reinterpretation with a 95 % confidence interval
excluding zero (0.06; 0.63), suggesting that positive reinterpretation indeed medi-
ated the effect. Precisely, guilt positively affects positive reinterpretation (f=1.03,
t=3.26, p<0.01), which in turn has a positive effect on satisfaction (#=0.25,
t=2.52, p<0.05). Of note, no negative direct effect of guilt is observed (f=-0.61,
t=—1.50, p>0.05). These results support Hypothesis 2.
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Turning to H3, we created a measure of dominant regulatory focus by dividing
the promotion focus score from the prevention focus score (Mean=1.37, SD=0.66).
That is, high scores reflected relative stronger promotion focus than prevention
focus. A linear regression revealed main effects of positive reinterpretation ($=0.57,
t=3.04, p<0.01) and regulatory focus (#=1.93, t=3.77, p<0.001). Interestingly, a
significant positive reinterpretation xregulatory focus interaction was found
($=-0.25, t=-2.16, p<0.05). The Johnson—Neyman point occurs at a value of posi-
tive reinterpretation of 5.71, or 1.11 standard deviations above the mean of 4.09,
supporting H3.

Discussion

Study 2 replicates our finding by showing that guilt and rumination interact to affect
positive reinterpretation. Study 2 also identifies positive reinterpretation as a medi-
ating variable of the guilt-satisfaction toward consumption relationship. As such,
our results provide a clearer understanding of the mechanism whereby people over-
come their guilt to exhibit satisfaction toward their consumption behavior. Our find-
ings also suggest that regulatory focus moderates the impact of positive
reinterpretation on satisfaction toward consumption, showing that when positive
reinterpretation is low, promotion-focused people are more likely to be satisfied
toward what they consumed, even if such consumption was guilt-inducing.

General Discussion

The studies reported above highlight positive reinterpretation as an important cogni-
tive process explaining how people cope with their post-consumption guilt and
rumination. They show that both guilt and rumination lead consumers to engage in
positive reinterpretation. Importantly, we consistently show across two studies and
in different contexts that the intensity of this cognitive process of positive reinter-
pretation is different according to how much people feel guilty and ruminate.
Precisely, when their guilt is high, consumers engage in an intense positive reinter-
pretation whatever their rumination, while at low levels of guilt such high positive
reinterpretation is observed only when rumination is high. What this research also
indicates is that consumers may even exhibit positive reactions following the nega-
tive emotion of guilt through the positive reinterpretation of their consumption. This
idea that guilt, as a negative emotion, can lead to positive outcomes (i.e., satisfac-
tion) may at first seem counterintuitive but study 2 brings support to this notion.
Further, study 2 indicates that positive reinterpretation does not exert the same effect
on satisfaction for all consumers, promotion-focused consumers exhibiting higher
satisfaction toward their consumption. Taken together, these findings represent a
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comprehensive package of how consumers cope with their guilt and rumination
through the cognitive process of positive reinterpretation.

These results offer two important theoretical contributions. First, this research
contributes significantly to the consumer research on guilt by focusing on the con-
sequences of guilt and not on its antecedents. Second, our results show how guilt
affects our satisfaction toward consumption. Specifically, they show that consumers
can overcome their guilt and even be satisfied toward a guilt-inducing consumption
episode if they find some positive aspects in it. However, the moderating role of
regulatory focus indicates that this effect must be understood under the light of the
consumer’s promotion or prevention focus.

This research further delivers important insights for marketers. Considering our
results showing an interacting effect of guilt and rumination on positive reinterpre-
tation, it may be suggested that marketers who aim to sell products or services that
lead to guilt and rumination may gain in putting light on the positive aspects of their
consumption. Making salient the positive aspects of the consumption of such prod-
ucts or services may facilitate positive reinterpretation and help consumers over-
come their negative feelings of guilt and negative cognitions of rumination. Our
result showing that by putting such a positive light on their consumption, consumers
may be more satisfied.

Future research might consider potential other cognitive processes that consum-
ers might use in response to guilt and rumination. Such other coping strategies to
guilt involve for instance mental disengagement or denial (Yi and Baumgartner
2004). Since people who are exposed to negative life events strongly incline to
speak about their experience and related feelings with their social environment
(Baumeister et al. 1994), seeking social support may also be a way for consumers to
cope with guilt and rumination. This examination would bring new knowledge on
how guilt and rumination shape consumer’s regulation to guilt and its subsequent
outcomes.
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Explaining Behavior in Brand Communities:
A Sequential Model of Attachment, Tribalism,
and Self-Esteem

Jeremy J. Sierra, Vishag A. Badrinarayanan, and Harry A. Taute

Abstract Research suggests that the cultivation of and engagement with brand
communities may generate positive outcomes for firms; therefore, the understand-
ing of consumers’ membership and behaviors in brand communities represents an
important area of inquiry for marketing researchers (e.g., Gruner et al. 2014). This
study examines communities constructed around massively multiplayer online
role playing games (MMORPGs). In MMORPGs, players access an online game
environment, interact with other players in real time, and achieve the game’s
objectives in a symbiotic manner. Online player communities formed around
each MMORPG facilitate player interaction and socialization and, hence, closely
resemble brand communities.

We offer a sequential choice process model of attachment to MMORPGs
(Artaca), MMORPG brand tribalism (Trigg), and self-esteem (Egrgry) On intentions
to purchase MMORPG virtual products (Pyrcy), recruit MMORPG players (Recrurr),
and spread word-of-mouth about MMORPGs (Wgy). Data collection involved an
online survey of MMORPG players. We pursued the cooperation of an US-based
firm that manages an online forum dedicated to MMORPGs and broadcasts a
daily podcast to listeners globally. In return for sponsoring two podcasts, we were
permitted to post a survey link for 2 weeks. In sum, more than 1500 participants
clicked on the survey, yielding 970 completed surveys. Three age groups (24-33
[41.7 %], 3443 [26.3 %], and 15-23 [17.1 %]) and males (85 %) makeup the
majority of respondents. With regard to playing MMORPGs, 28.9 % of participants
have been playing for 6-7 years, 23 % for 4-5 years, and 22 % for §—10 years.

Estimation of the measurement model (27 items, 6 scales), confirms convergent
and discriminant validity. The relationships were tested using SEM (LISREL 8.72).
A COV matrix and MLE were used to estimate model parameters. Model estimation
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produced the following GOF statistics: y*(3194)=2575.04 (P=0.00), (CFI)=0.95,
(NNFI)=0.94, and (RMSEA)=0.085. The ¢ statistic for each path coefficient is
significant at the P<0.01 level [i.e., Arracy relates positively to Trips (Hy; 1=16.21)
and Tgpg relates positively to Egrgpv (Hp; £=3.71). In turn, Egrgem relates positively
to each Pyreny (Hs; 1=2.87), Recruir (Hy; £=5.75), and Woy (Hs; 1=4.83)].

We show that MMORPG brand tribes parallel other communities forged from
brands and related consumptive activities. In this vein, rituals, shared conscious-
ness, and accountability to the community and its members, the three prominent
brand community principles (Muniz and O’Guinn 2001), are overtly discernible
across MMORPG communities. Our study confirms the importance of socialization
in contemporary online video games, especially those that offer platforms for
interaction and connectedness, resembling that of a robust brand tribe.

References available upon request.



The Interplay of Brand Attachment
and Brand Extension Success

Daniel Heinrich, David E. Sprott, and Carmen-Maria Albrecht

Abstracts Brand extensions serve as an important marketing strategy for many
new product introductions. Given that new products are prone to failure, the use of
an established brand can help facilitate acceptance of the new product by reducing
consumers’ perceived risk, enhancing efficiencies associated with distribution and
promotional activities, and reduced overall costs associated with launching a new
brand. Prior research on brand extensions has clearly demonstrated that the fit
between a parent brand and its extension is an important driver of the extension’s
success. Apart from the level of the fit, research has also found other drivers of
brand extension success, like extensions’ marketing support and retailers’ acceptance.
In addition consumers’ perceptions of parent brands’ characteristics like parent
brand conviction or the perceived quality of the parent brand are identified as brand
extension success drivers.

A new marketing construct, consumer’s emotional attachment to a brand, has
only recently been introduced to the brand extension literature. However, the role of
consumers’ emotional attachment to a brand with regard to reactions to a brand
extension has largely been neglected in the literature so far. The dearth of research on
brand extensions and brand attachment is surprising, as an ever expanding body of
literature on consumers and their brands finds that consumers who are emotionally
attached to a brand will respond differently to that brand due to increased levels
of attachment. Based on recent research on brand attachment, we propose that
consumers who are emotionally attached to a brand will be less impacted by the level
of fit between the parent brand and the extension. We demonstrate that consumers’
emotional brand attachment is a crucial factor for brand extension success.
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The current research investigates the moderating role of brand attachment on
consumers’ reactions to brand extensions that vary in terms of fit with the parent
brand. The process underlying observed effects is also examined. The paper begins
by providing a review of the brand extension and brand attachment literatures,
along with offering hypotheses. The methods and results of an experiment are
reported regarding extensions for a real-world br