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ABSTRACT

INTENTION TO SHARE PROMOTIONAL OFFERS IN BRAND SOCIAL COMUNITIES:
THE ROLE OF PERCEIVED TRANSACTION AND SOCIAL VALUE

By
Sung-Mi Lee

This dissertation adopts an equity theory to investigate how the type of poatatifer
affects the perceived value of the offer and subsequently the intention to shareusersnaf
brand social communities. The study argues that such effect on the perceiveahdahierdion
to share is affected by users’ familiarity with the brand of the promotioreal afid the tie
strength between users who share the offer and users who receive the offeicatsal
relationships constitute a model of promotional offer sharing behavior in brand social
communities.

Equity theory that underlies the principle of reciprocity states that indigigweafer an
equitable (balanced) exchange, and if it is unbalanced, the feelings of indebtetimessiyl
generate the positive response to reciprocate favors (Adams, 1965). The #scloegih applied
to marketing and advertising contexts such as the sponsorship of charitable egan{2(ID2)
and the use of sales promotion (Ramanathan & Dhar, 2002), but it has not been applied to the
sharing of promotional offers in brand social communities.

Brand social communities are keen on building relationships with consumers through
implementing effective promotion strategies. Promotional offers in brama socnmunities
have been one of the common ways to encourage patronage of new users (Guy, 2010). Thus,
understanding the response of users to different promotional offers in brand cooralmties

is essential to the growth of brand social communities.



Unlike traditional promotional offers that are typically valid only for thestomers who
receive them, promotional offers in brand social communities generally ageotwnsumers to
forward the sharable offers to their friends. Consumers tend to evaluate potevafdas zand
costs not only for themselves, but also for their friends in sharing promotional offess. T
identifying factors that affect consumers’ perception of promotional offetshee likelihood of
sharing such offers will be useful in advancing the literature of online promagi well as
helpful for managers of brand social communities.

This study uses a 3 x 2 x 2 between-subject factorial design, which variegdlo ty
promotional offer (for me only, for my friend or “you” only, or for both me and you), the brand
familiarity (familiar or unfamiliar), and the tie strength (strong eak). A total of 317
undergraduate students participated in the experiment and the results ithdicptemotional
offer type significantly affects the perceived value in that trarmaetlue is perceived higher in
“offers for me only” whereas social value is higher in “offers for you onyth transactional
and social values perceived similarly for “offers for both.” The resultssddew that brand
familiarity influences perceived transaction and social value of promotdieas. Finally, the
results show that perceived transaction and social value positively affectisantto share

promotional offers.
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CHAPTER 1 INTRODUCTION

Promotional offers have become one of the most commonly used promotion tools for
retaining consumers and stimulating consumers’ sharing in social rhedraing about and
managing promotional offers in brands’ social media have recently attragtedtaleal of
attention among practitioners. Such interest stems from many reasonslithefgmomotional
offers to influence consumers’ participation in the persuasion process; ty @ipsminate
promotional offers in social media; to interact with vast numbers of potential corssame to
retain loyal consumers. As a global culture becomes more and more idmmesseial media,
industry executives recognize that advertising in traditional media is natienffiAccording to
the Internet Advertising Bureau (2008), social media channels attracteiili6f U.S.
consumers in 2006, and in 2007 generated $1 billion in advertising revenue. By 2011, social
media channels are expected to attract 101 million U.S. consumers and genetateabdir3
advertising revenue.

One of the most popular marketing strategies in social media is promotiomsl offe
Companies are spending considerable amounts of their communication budget on padmotion
offers and on advertising these offers. As indicated by the 2007 Promotion ikgrket
Association’s Annual Promotions Industry Trend Report, companies spent $1.83 billion on
promotions like sweepstakes and contests, with expenditures expected to icdal8 t
billion in 2009 (Jaffee, 2007). The practice of promotional offers in brand sociahgnities is
also widespread. For example, in 2010, using its Facebook fan page, Skittles conductat] an eve
“Valentine the Rainbow,” which let members create a digital valentinenfomnsuspecting,
hand-picked meter maid, one of the most hated professions in the country and one that in the

terms, deserved some “sweet lovin.” Additionally, Adidas and Redbull ran tetesheir



Facebook fan pages. It is expected that the use of promotional offers willusotdiincrease
(Wong, 2010).

Despite the fact that many brand social communities have increasiogigiqu
promotional offers, the practices of brand social communities and their uses ofiprah
offers are unclear—i.e., how brand social communities provide venues for coasarsieare
promotional offers and how firms can measure the effect of promotional difessmay be
achieved through defining the motivational factors affecting cognitivdahdvioral response to
promotional offers in brand social communities. For example, one survey shows thatrthe mai
reasons for consumers to join brand social communities are receiving disdotmation and
social support (Roechner, 2010). This survey provides important implications that both socia
interaction and personal economic benefit are considerable factors in dgggmnotional
offers of brand social communities.

Considering the underlying principles of social media, social interactionhéeeng has
been considered as the most crucial factor in the success of social mediangé&fedis, 2010).
Carter et al. (2008) presented that social media has the ability to conduct Isjesehdte-mails,
upload videos, maintain a blog or discussion group, and share files. These featured of soci
media imply that the basic premise of social media is social int@madtnus, it is important to
develop promotional strategies that support social interaction among consumnatil efforts
to manage consumers’ sharing in social media, marketers focused on building braind soci
communities and targeting influential consumers so that they would provide a pogiéae
about products or services to a large audience (Beehler, 2010). Only recentbydral/eocial

communities provided promotional offers that are designed to encourage consushene



with members of their own personal networks. In these programs, brand soaalicibies
offer various types of promotional offers (e.g., sharable coupons, contests, apdtakes).
Furthermore, ExactTarget (2010) found that consumers are more likelyitoppéetin a
brand social community to receive discount or promotional information. This behavionpatte
can be patrticularly true when the promotional offers meet consumers’ needgstolMniles a
reason for marketers to take advantage of sharable promotional offers withiarttiesbcial
community context, since this would provide even more opportunities to reach target cansumer
Sharable promotional offers in brand social communities are becoming a phenomenon
that can no longer be overlooked by marketing, advertising, and brand eRpamstional
offers in brand social communities often include sharable coupons (Maven, 2010), comdests, a
sweepstakes (McCarthy, 2009). Theses promotional offers seem to be destgrtbd same
goals to promote consumers’ sharing. If the promotional offer of a brand socralucaiyis
shared, then it is possible that promotional offers might be the foremost driviagdorc
communities to increase members. There is considerable anecdotal eguggesting that
firms should consider the sharable promotional offers in brand social communitiesafgple,
in 2010, Starbucks conducted “Free Pastry Day promo,” allowing fans to print out coupons for
complimentary confections with a beverage purchase. This promotion added 200,000 fans in one
week (Walsh, 2010). Similarly, in 2010, Einstein Bros. offered a free bageid@f&instein’s
Facebook fan page. Einstein’s “free bagel coupon” increased the compargb®élafan base
from 4,700 to more than 378,000 (Stambor, 2010).
Further, promotional offers have proven effective in enhancing consumers’ sharing,
referral, and word of mouth (WOM) (e.g., Biyalogorsky, Gertsner, & L.i@01; Chen & Shi,

2001; Ryu & Feick, 2007). This consumer behavior pattern was evident particularly when



marketers had an exact target for the promotional offers and provided vaugetoconsumers.
This implies another reason for marketers to take advantage of promotionalroffeasd social
communities, since a brand social community can have targetability and ectveffess
compared with traditional media.

Regardless of its popularity in the industry, there is limited academgrchsgoncerning
the effectiveness of promotional offers in brand social communities. In additish r@search
on promotional offers has shown the impact of traditional promotional offers on attituded tow
brand and purchase intention. In actuality, the promotional offers have been consdered a
strategy of sales promotion (Varadarajan, 1986), and thus promotional offers havesigead
as a direct stimulus that provides an incentive for consumers to create anatersabh. This
limited definition of promotional offers has been unable to include more current tresalsal
media marketing practice.

The promotional offer literature seems to assume that the promotional offeradn bra
social communities are providing value to the consumers. However, the ingplgcatisharable
promotional offers in brand social communities might vary by affecting consuaven benefits
and their social interactions. Therefore, it is important to identify conditions wideh a
promotional offer is effective in enhancing both personal benefits and sociattrgar In
general, consumers consider the potential benefits and costs when thgyoassidr
promotional offers (Arora & Henderson, 2007; Ryu & Feick, 2007). This dissertasion al
assumes that consumers may consider the potential benefits (value of pronoéfieosiaand
costs (efforts, time) when they evaluate the promotional offer in a bramad smmmunity.

Equity theory would posit that consumers try to maximize their own benefits and

minimize their costs. In previous research on promotional offers, equity theobgba used as



a framework to understand the behaviors that consumers can take when marketers provide
consumers promotional offers to encourage a particular behavior. This thesgdsdethe
premise that consumers positively respond to promotional offers when consurnengepthat
the relationship between their effort for receiving promotional offers angribmotional offers
is fair. Based on this principle, this study explores how equity of promotional ofifginé e
extended to social media through its application of promotional offers of brand social
communities.

Brand familiarity would be a salient cue that moderates consumer regponse
promotional offers in brand social communities. Brand familiarity has been copnmonl
considered as an important factor that influences brand marketing and auyeftectiveness.
Consumers of a familiar brand are likely to have greater knowledge ngstrchoice
confidence. Such consumers might have a stronger intention to recommend a brandeGonver
consumers of an unfamiliar brand are likely to have greater perceived reskasrdhoice
confidence. This might reduce consumers’ intention to recommend brands.

Another cue that influences consumers’ intention to share promotional offers is tie
strength between users who share the offer and users who receive the@ffeusfresearch
has supported the idea that tie strength is an important cue in determining rale@aeixt
affects referral (Brown & Reingen, 1987; Ryu & Feick, 2007). Considering the firasigse of
social media, social tie is one of the key elements in deciding consumensgshar

Research Objectives

The objectives in this dissertation are threefold. First, this dissertatisenpsehe

relevant and rational idea of “promotional offers in brand social communities” yoeftplain

the term. Second, this study presents the theoretical framework, “equity tlaalgxtends it to



apply to brand social communities in order to explicate the variables that infioetecdial
consumers’ intention to share the promotional offers. In particular, this digseasgues the
importance of considering the target of the promotional offer when designiradpkhar
promotional offers in brand social communities. Finally, this dissertation adsoieas the
impacts of the users’ familiarity with the brand of the promotional offer, familiar or
unfamiliar) and the tie strength between users who share the offer and useesewmthe
offer (i.e., strong or weak).

Specifically, this dissertation intends to answer the following basic ques{il) How do
consumers perceive the transaction value of promotional offers or thesdagbf
promotional offers? (2) Is such a relationship between promotional offers aed/pdrealue
moderated by brand familiarity? (3) Is there a relationship betweenyecalue and intention
to share, and if so, is such a relationship moderated by tie strength?

Dissertation Roadmap

This dissertation is divided into six chapters. Chapter 1 introduces the background of the
study and the significance of the study, and discusses the research abjéqginmides an
overview of the dissertation and its intended contribution. Chapter 2 provides a comprehensive
literature review of a brand social community with regard to the impactohsumer’s
intention to share. Chapter 3 provides an equity theory framework and discusaesirese
hypotheses derived from the conceptual framework. Chapter 4 describes the methasieiog
to test the research hypotheses, along with the scales used in the empaicalldetion.
Chapter 4 also discusses research design, data collection, and instrument datelCpapter 5

describes studies that specifically test hypotheses. Chapter 6 reviedisstrégation’s main



findings and discusses their implications for theory and for the design of nesevef

promotional offers in brand social communities.



CHAPTER 2 MAJOR CONCEPTS

This section first presents the relevant and rational idea of brand socialiotrem
Specifically, this section will review and explain various factors influenconsumers’ sharing
in brand social communities. This study will discuss different types of prombtitiaes,
features of the brand offering promotional offers, and the relationship betweewheeskare
the offer and users who receive the offer.
Brand Social Communities

Early brand social communities on the Web began in the form of generalized online
brand communities such as the Harley Davidson motorcycle community (kés#ler,
Schouten, & Koenig, 2002), GM’s Hummer vehicle community (Luedicke, 2006), and a
community of Apple Newton computers (Schau & Muniz, 2006). McAlexander, Schouten, and
Koenig's (2002) definition clearly revealed the notion of early brand communitiesrdiag to
them, a brand community refers to “a fabric of relationships in which the consusiteated
and central relationships include those between the consumer and the brand, between the
consumer and the firm, between the consumer and the product in use, and among fellow
consumers.” These communities have encouraged consumers to share brand knowledge
including the brand history, meaning, and value to make consumers increase emotional
associations with the brand and the community (Martesen & Grgnholdt, 2004) sintliase
which a fan develops with a superstar whom he/she admires (Cova & Pace, 2006) sScial
relationship in a brand community has been essential in making the membéegiloyrers of
the brand (Cova & Pace, 2006).

Muniz and O’Guinn (2001) suggest three core components of early brand communities.

First, members in a brand community feel a consciousness of kind, which is the motnimpor



element of community (Muniz & O’Guinn, 2001). A consciousness of kind refers to an intrinsic
bond with other members in the community, and a collective sense of separation from non
members (Wellman & Gulia, 1999). Even though members have never met each otheel they fe
that they know each other at some level (Muniz & O’Guinn, 2001). Second, a brand community
creates rituals and traditions, which refer to a key social process. U&ls anhd traditions

represent shared consumption experience with the brand. Through these functions, a brand
community can maintain the culture of the community and social roles. Furtherusatbris

make members have the commitment to communal goals and follow the normsactiorier

Third, a brand community has the sense of moral responsibility, which refers to eosisum
feelings about moral commitment among the community members. Moral resptnsibilides
integrating and retaining members, and assisting other members in thefithisdrand (Muniz

& O’'Guinn, 2001). Finally, a brand community promotes members to actively create use
generated contents.

In general, the ultimate goals of early brand communities are 1) to develogeao$e
emotional association between consumers and brands, and 2) to enhance bran@oyalty
2009). Thus, many communities have focused on bringing consumers together to share their
satisfaction with prospective and existing consumers (Arora, 2009). Furthercomeseinities
have encouraged consumers to share their opinions regarding the products with wrach the
associated.

The other form of brand community is a virtual brand community. The development of
technology enables consumers around the world to interact with each other. &brtiawlirtual
brand community allows diverse consumers to have a global connection through a platform

where they share information about brands. Shang, Chen, and Liao (2006) have alseddesc



virtual brand community as a cyberspace where an increasing number of peopld,int
communicate with each other, and create characteristics similar tootradcommunities.
Virtual brand communities are special forms of brand communities, whichlafecstsed on a
specific brand, but where interactions among members mainly take pladeenspace. Jang et
al. (2008) explained that a brand community has both personal and institutional relagionsh
between the members, their interactions, the atmosphere, the evolution of individual and
collective identities, and last but not least, physical or virtual spacesefimy.

Even though several communities have been formed by consumers, the management of
the company has also been important in reaping benefits from the brand cassr{Andra,
2009). Therefore, several companies have initiated communities to promote c&\isume
interaction with their brands and establish a link between their consumers (Pry@iméann,
2006). For example, Apple built their brand social community on the Apple Web site. It
encourages consumers to join a community through the Apple Web site in mailingstereeqi
customers, and in events hosted at conferences (Thompson & Sinha, 2008).

The emergence of social media has fostered the growth of brand social coesnuniti
Currently, it is common practice among firms to launch brand social comnsuioitisocial
media marketing. Brand communities with social media were developed byd000s, and
many social networking sites began to develop more advanced features for certgparteract
with their consumers. In the past five years, thanks to the growing soevalrkiety sites, brand
social communities have become one of the dominant marketing forms of global Bradi
social communities have been around in one form or another since the earliesttdaysoofal
networking site itself. The earliest forms of brand social communitéebrand profile pages and

brand fan sites that enable brands to entertain and engage users though intergstmand

10



unique assets (Interactive Advertising Bureau (IAB), 2008). This newer genes&brand
social communities began to flourish with the emergence of MySpace, and soon batarhe pa
the Internet mainstream. MySpace was followed by Facebook and Twitter.

Currently, various social media channels allow brands to build their brand social
communities. A prominent example of brand social communities is the brand prgil®pa
social networking sites like Facebook and Twitter. Companies simplyeaegzge for their
brands or products. These pages generally provide all kinds of materials anaiiiofnom
demonstration videos to graphics. These communities also allow other membernsd® thel
page in their “friend” network, or tag themselves as a “fan” or “follower.” Qores's can access
those brand profile pages through Facebook’s internal search engine or octhelatiéel to
brand. In the brand profile page, marketers can communicate with existing @edcfutsumers.
Further, they can build consumer-brand relationships and provide rewards to members.

In general, online brand communities have been classified into two large groups,
including consumer generated and marketer generated (Leimeister, &Bmemar, 2005).
Similar to online brand communities, brand social communities can be consumeteagenera
communities and marketer-generated communities. Consumer-generated coasnavaiti
usually initiated by community members who have a strong affinity fortailcdarand. The
other type of community is a marketer-generated one, which is initiate@dypany with the
intent to build consumer relationships.

The concepts of brand communities and brand social communities overlap, but are not
synonymous. Brand communities are often supported by Internet-based technology, but the
concept is broader. Brand communities essentially encompass everyoreeighamhnected to

the brand. On the other hand, brand social communities are only defined in the social' heedia
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definition given by this dissertation further emphasizes the differenesafognline social
communities. This dissertation defines brand social communities as a coenurged
platform or site that focuses on maintaining social networks or sociabrsl@&mong people
who share interests and/or activities related to brands. Although brand socialicities are
endorsed by companies, they have various kinds of media content that is publiclylavail
Moreover, most content in brand social communities is produced by consumers (i.e., spd-user
Similar to a traditional brand community, the primary purpose of launching brarmdl soci
communities is building relationships with consumers. Both communities offey toveamesh
the consumers in a network of relationships with the brand and fellow customers. The mos
commonly used definition of a brand community, “a specialized, non-geographically bound
community, based on a structured set of social relationships among admirersnof’ gMcaniz
& O’'Guinn, 2001) clearly shows who the target audience of a brand community is. Muniz &
O’Guinn (2001) stated that a brand community is built by consumers for the brankisvihat
strong image, and a rich and lengthy history. Thus, companies purposely make the brand
communities in order to retain brand loyal consumers and initiate positive woklidi.rnthe
second aspect of the definition given by Muniz & O’Guinn (2001) says that a brand community
is based on a structured set of social relationships among admirers of arbeahcand
community, members typically share the brand history and the brand meaning, aatd adacs
on issues related to product use and community ethos (Schau & Muniz, 2006). Through such
interaction members develop an emotional association with the brand, simlaatt a fan
develops with a superstar whom he/she admires (Cova & Pace, 2006). The emotional
associations are based upon the nostalgic feeling of association withrtiedma develop

strongly when the same feeling is found with some more people (Arora, 2008)odikis s
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relationship with a brand converts the members into loyal admirers of the brand8(®Caxe,
2006; Jang et al., 2008).

In addition to the characteristics of a traditional brand community, brand social
communities have the characteristics of social media. As prominent exarhptesal media
channels, Social Networking Sites (SNSs) are Web sites where users lauittbirdind formal
connections with people who have similar interests in order to form online commbé&mab
& Johnson, 2006). Most social media channels support the maintenance of pre-existing socia
networks, but others help strangers connect based on shared interests, politgalview
activities. Further, social media sites enable users to articulate &edviaible their social
networks. Therefore, a lot of users are primarily communicating with people wiatready a
part of their extended social network (Boyd & Ellison, 2008).

From the perspective of a consumer, a social media channel is primanyised of a
set of friends and the content they produce. In contrast to a traditional brandimdynbrand
social communities encourage existing consumers to invite members of tkemaleretwork to
the community (Trusov, Bucklin, & Pauwels, 2009). Brand social communities nelstlgn
consumer-generated content to retain consumers. Particularly, brandsouiaunities allow
discussion and activities like networking or socializing that lead visitors tigipate in the
communities for emotional and social reasons (Dholakia & Vianello, 2009). Thus, auodsnm
member can obtain a direct benefit from inviting more friends to the comnhetfuse each
new member generates new content, which is likely to be of value to the refemringTrusov,

Bucklin, & Pauwels, 2009).
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Promotional Offers

The popularity of branded social media and use of promotional offers has led teadcrea
practitioners’ interest in designing promotional offers in brand social coniesirithese offers
target social media users and increase membership of brand social comnmAmitiegcated by
ExactTarget (2010), almost 40% of consumers participate in brands’ social mmgdta t
discounts or promotions. From a research standpoint too, the recent attention given to
promotional offers in brand social communities coincides with the overall incgaasenest
among academic researchers in studying marketing programs withiontieetocof branded
social media (e.g., Trusov, Bucklin, & Pauwels, 2009; Zhang, 2010). Despite promotferal of
having been applied to several marketing situations, they have not been testezhBpeathin
the context of brand social community. This section will discuss the phenomenon of promotional
offers in the social media marketing industries, review the literafyseomotional offers, and
identify opportunities for growth within the context of brand social communities.

According to the American Marketing Association, promotional offers hase tefined
as encompassing “marketing activities, other than personal selling, adgegisd publicity,
that stimulate consumer purchasing.” Within the literature, promotional offeesben
considered as incorporating elements of both advertising and sales promotionr@fanada
1986). Particularly, promotional offers have emerged as an important marketiraglvertising
factor in the sales promotion strategy. A sales promotion generadhg tefa direct stimulus that
provides an extra value or incentive for consumers to create an immedigtéaaajh, 1983).
Various promotional offers, such as coupons, sampling, and premiums, are considered as a
method to achieve promotion objectives. The definition of the sales promotion has evolved to

reflect either the goals of marketers, or has attempted to take thecaslgnint of view.
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Within the academic literature, a sales promotion is defined as the inclusionoofictipnal
strategy that can serve the strongly motivated consumer sales (&1&sagk, 1965; Sunoo &
Lin, 1978; Schindler, 1992). In later years, Banerjee (2009) suggested that@@aleton is a
short-term promotional strategy that encourages consumers’ demand.

A rapidly changing environment has challenged broad goals of promotional bffers
particular, promotional offers within the context of interactive media have defened as
marketing communication, which builds a strong relationship between consumersrand a b
(Hsueh & Chen, 2010). For example, promotional offers provide distinct advantagds in tha
marketers can create a direct connection with consumers (Hsueh & Chen, 2@d@jtion,
promotional offers are designed to encourage consumers to forward and share wtrsbeial
networks (Hsueh & Chen, 2010; Ryu & Feick, 2007). This study will use the term “pooralot
offers” to refer broadly to promotion strategy that provides a tangible valueréades a
relationship with consumers.

Articles appearing in peer-reviewed academic journals have published stsklieg
guestions regarding promotional offers such as: Why do consumers respond to an on-shelf
coupon rather than to a similarly advertised transitory price reduction thedes the same
monetary value (Dhar &Hoch, 1996; Schindler, 1992)? Do consumers respond to insignificant
price reductions (Hoch, Dreze, & Purk, 1994; Inman, McAlister, & Hoyer, 1990)? Undér wha
conditions do coupons or rebates translate to consumers switching brand (Bawa &k&hoema
1989; Dhar & Hoch, 1996; Soman, 1998)? Researchers have also examined the effects of
personal traits such as “deal-prone consumers” (Bawa & Shoemaker, 198¥rBlat al.,

1978; Narasimhan, 1984) and “market mavenism” (Feick & Price, 1987; Lichtenstei

Netemeyer, & Burton, 1990; Mittal, 1994) on sales promotions.
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Previous research often observed how promotional offers influence sales afnttugor
brand. It did not observe individual consumer response to promotional offers. The cuickent art
differs from the foregoing studies in the objective of promotional offers. A kegtolgeof
promotional offers in this study is to promote consumers’ sharing promotional witens the
context of brand social communities. Consumers in social media frequentrdgovomotional
offers to their personal network so that they can get together in person to sliral {ftguy,
2010).

One of the popular promotional offer strategies is a premium. A premium iswaffect
stimulating consumers’ purchase intention and increasing sales becapsahen is instantly
available. A hair conditioner attached to a type of shampoo is a typical exainapteemium
strategy. Furthermore, premiums can improve a brand image (Rudzki & Li, 2007).

Sample strategy has long proved its effectiveness in improving the consuttiteite s
toward the product and increasing purchase intention (Rudzki & Li, 2007). According to
Bettinger et al. (1979), providing a free sample positively influences produge inezause
consumers who receive a free sample tend to positively evaluate the produgt Buahous
studies also showed the effectiveness of free samples in attractingmswmers. William and
Kincaid’s (1985) work showed that consumers are more likely to try a new product when it i
free than when they have to purchase it. Schultz and Robinson (1986) also supported that
samples and trials are effective promotional strategies to reach newnewaskurther, the
samples were particularly helpful in improving an old product or opening a newtrfarke
established product. Belch and Belch (1998) also suggested that the provision arhfrks ss
an ideal promotion strategy because it encourages consumers to try the new preehvoter

or creates brand awareness for a new brand.
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Promotional offers can be distributed in different ways. For example, promaiftera
can be distributed in stores (Rudzki & Li, 2007). Additionally, promotional offers can be
distributed by mail. Several promotional offers are distributed in the forncafipon. Coupons
have been distributed by mail or media like newspapers or magazines. With topaheve of
media, most companies have used online promotional offers or mobile promotionalFaffers
example, promotional offers are frequently sent via e-mail, and these oftevcathisumers to
print the offers to receive them. Marketers can distribute their promotioned vigefree or
inexpensive ways online.

Development of social media has provided several ways marketers can distriimge onl
promotional offers. Marketers can post promotional offers on blogs or social netgveitas
that are automatically distributed to target consumers. Further, mardateuse a social
shopping site like Groupon.com where marketers can offer coupons to local consumers. Among
various distribution methods, this study focuses on distribution of promotional offeesh br
social communities.

Promotional Offers in Brand Social Communities

In social media, there have been several marketing activities such asdwiahd s
communities. In order to provide a range of benefits, brand social communitiesreféstave
promotion strategy. One approach can be promotional offers because theseaoffsysstantly
attract consumers. Promotional offers include product sampling, coupons, priterstf o
refunds and rebates, contests and sweepstakes, and premiums (Engel, Warshaxy gKinnea
Reece, 2000). Several companies have provided promotional offers (e.g., vouttbefse @i
minutes, miles) to retain existing consumers and attract new consumei& fyek, 2007) A

promotional offer is a key consumer relationship management tool because in addiion t
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potential to attract new consumers, it improves retention by rewardingngxsnsumers (Ryu
& Feick, 2007).

This dissertation expects that promotional offers influence consumersigliagi,
WOM activity) in a brand social community. When consumers send out invitations to their
personal network, community members consider the value of potential gains anddosses
themselves and for the receivers because community members may sendnwitiatianias a
way to manage others’ impressions of them. Referral behavior genenalbea means of
expressing concern about others and helping them make better choices (Bigk,&2607).
When consumers invite their friends to the community, they may expect thantheuaity will
make them provide a good impression to others. In particular, promotional ofteesdfsocial
community can make consumers perceive that they provide benefits to othersidtramot
offers, thus, can strongly influence consumers’ sending invitations to thesnperetwork to
join BSCs.
Sharing in Brand Social Communities

In general, a brand social community facilitates users’ sharingtagity providing
users with a convenient tool for sending invitations to nonmembers to join (Trusov, Bucklin, &
Pauwels, 2009). A brand social community setting offers an appealing contextintavstudy
sharing activity. Consumers’ sharing activity has recently attfactgeat deal of attention
among researchers who investigated social media (e.g., Gilbert &dfiasg 2009; Kozinets,
Valck, Wojnicki, & Wilner 2010; Trusov, Bucklin, & Pauwels, 2009). For example, Trusov,
Bucklin, and Pauwels (2009) investigated how consumers’ sharing influences nggovatér in
social networking sites (SNSs). In addition, they investigated how traditiaréieting actions

increase new member acquisition in SNSs. The results of this study shoivezhthaners’
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invitations have a stronger impact on new member acquisition than traditional ngdaions.
This study showed that invitation can be linked to the number of new members subsequently
joining the SNS (i.e., sign-ups).

Based on previous studies, this dissertation suggests that sharing actiypaytisdarly
prominent feature of brand social communities. Brand social communities provide numerous
venues for consumers to send out invitations to join the community to the membersaitheir
personal networks, as well as chances for companies to take advantage ofrkeihma
According to previous research, sending out an invitation (i.e., referral beh@asdoeen the
primary driving force for social media sites to acquire new members.foheri is important to
identify conditions under which an element of a brand social community is effective in
enhancing a consumer’s intention to send out an invitation.

Previous research indicates that promotional offers positively influenaaghbahavior.
Particularly, consumers’ sharing activity in brand social commuriiassecently attracted a
great deal of attention among researchers who investigated social mediail{ged. &G
Karahalios, 2009; Kozinets, Valck, Wojnicki, & Wilner, 2010; Trusov, Bucklin, & Pauwels,
2009). Trusov, Bucklin, and Pauwels (2009) investigated how consumers’ sending out
invitations influences member growth in social networking sites. In addition,rthiegtigated
how traditional marketing actions increase new member acquisition in sogvarkieg sites.

The results of this study showed that consumers’ invitations have a strongerompagyv
member acquisition than traditional marketing actions. This study showed\hations can be

linked to the number of new members subsequently joining the social networke@.sitesign-

ups).
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Kozinets, Valck, Wojnicki, and Wilner (2010) investigated an online WOM marketing
campaign that engaged consumers who were seeded with a new technology deviesate ge
WOM in social media (i.e., blog). Their study showed that the messages amdgee# the
WOM communication in social media are influenced by the promotional chasticgedf the
WOM marketing campaigns. Moreover, they suggested that WOM communicators (i.e.,
community members) regularly take WOM marketing messages and mgaanidghen alter
them to make the marketing messages more credible, appropriate, or palatabtarnunity.
They suggested that in social media, WOM marketing relies on this transtordmam
persuasion-oriented, market-generated, sales objective-oriented “hypgiop@ate, valuable,
communally desirable social information that builds individual reputations and group
relationships.

Biyalgorsky, Gertsner, and Libai (2001) provided an analytical model of niativa
referrals and deriving the optimal incentive and price that should be provideduRadstj this
study examined when rewards should be provided to motivate the referral behavieriaad d
the optimal combination of incentive and price that will lead to the most costheffeeferrals.
The results of this study indicated that the usea#ntiverelies on how demanding consumers
are before they are willing to recommend. In addition, this study showed themésrbetween
lowering price and offering incentives as tools to motivate referrals.stidy emphasized the
benefits of using incentives to encourage referral instead of just lowerteg Analysis
highlights the differences between lowering prices and offering incemrtsveE®ls to motivate
referrals Because incentive is clearly targeted at existing consumers and hailctsnisumer

base, incentives encourage consumers to make recommendations to others (Riw) 206¢€).
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When consumers share promotional offers with their personal network, they may
consider potential gains and losses for themselves and for the receivers benausgrs may
forward the offer to manage others’ impressions of them. Referral behavesalijgican be the
means of expressing concern about others and helping them make better clyoi& &€k,
2007). Likewise, when consumers share the promotional offers with their fribagsnay
expect that the promotional offers make them provide a good impression to tinelis.fiie
particular, promotional offers of brand social communities can make conspeneesve that
they provide benefits to others. Thus, investigating consumers’ perceived benifds of
promotional offer is critical to understanding their sharing of the promotiofealiofbrand

social communities.
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Tablel Sample of Sharable Promotional Offers in Brand Social Communés

Retailers

Promotional Offers

Circle+Bloom

Nabisco

Gymboree

Coca-Cola

Starbucks

Spread the Love and give a 15% coupon to your friends.
Become a fan and get a coupon for a Free package of Chips

Ahoy! Cookies! Tell a friend.

Triple Play! Remember to use your Triple Play coupon by Sunday

10/31—use them yourself or share with a friend.

Create a message on Ahh Giver and send your message to a friend
or yourself which is sent with a coupon, good for $0.99 off a 14 or
16 oz. Coke, this will make for a Free Coke.

Share New Starbucks Ice Cream with a Friend.
Sharing can brighten someone’s day.
That’s why Starbucks Ice Cream is inviting you to treat someone
special in your life.

Find out if there’s a pint available for you to share! Share Now.
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CHAPTER 3 THEORETICAL FRAMEWORK AND HYPOTHESES
Equity Theory

Equity theory was first introduced by Adams (1963) to explain how people judge
fairness/unfairness within interpersonal relationships. Adams’ equity tieedeyived from
Festinger’s (1957) work on cognitive dissonance. According to this theory, pro@eally
judge the fairness or unfairness of exchange relationships on the basis leihteots: inputs
and outputs. In the most general terms, inputs can be perceived as “investmgr@sgxchange
relationship, for the contributors anticipate some reciprocal return. In the eratedaiipnships,
inputs are only perceived by the individuals who contribute their investments. Such people
consider inputs as more relevant elements of exchange relationships, and thus inpuécan be
important factor affecting their perceptions of equity or inequity of aioakstip. Conversely,
perceptions of equity or inequity relationships depend on resources, returns, reward, or
compensation, and these represent outcomes (Adams, 1965). In exchange relgtrenshipss
merely recognize the outcomes, whereas outputs are significantly perogitredindividuals
who contribute their investments. Thus, Webster and Rice’s (1996) work suggested tha
judgment of the equity and inequity of exchange relationships is fully subjectiaadgeit is
entirely affected by the perceptions of givers and receivers of exehalagonships.

Fairness or equity is a term often applied in the context of promotional offegmaly,
this term received great attention by psychologists who broadly examineddbptjpas of
fairness and the consequences of inequity in social exchange relationshigs &ahl, 2003).
Previous literature on equity theory asserted that equity theory is usefutlict prieen people
perceive that they are being treated fairly or unfairly and how they will védzen they are in

unfair situations (Adams, 1965; Walster, Berscheid, & Walster, 1973; Wilkens &,T1978).
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The key process in the judgment of fairness is an individual’'s comparison of hisirgputsr
and outputs (Adams, 1965). However, such a judgment may be conscious or unconscious
(Campbell & Pritchard, 1976).

Equity theory suggests that there are two main constructs related tptioaixef
fairness or unfairness: inputs and outcomes. In the most general terms, infpgsdedined as
factors related to an individual’'s significant contribution (Adams, 1965; Campb@iitéhard,
1976). Inputs have been defined in various fields of literature. Particulantguite on
workplace relationships has described inputs as an individual’'s psychologtsisical
investments (Campbell & Pritchard, 1976); education (Campbell & Pritchard, 1976);
productivity or performance (Brounstein, Norman, & Ostrove, 1980); experienceiffki
Baker, 1986); seniority, time, loyalty, and compliance (Huseman & Hatfield, 198@)ny
(Janssen, 2001); and amount of responsibility, knowledge, skills, abilities, and organlizationa
citizenship behaviors (Konopaske & Werner, 2002).

In the advertising and marketing context, there have been two types of inputsxmcludi
consumer investments and advertiser investments. These two constrpcteatial factors
affecting perceived fairness of the advertisers’ or marketersupsion methods. According to
Kirmani (1990) and Kirmani & Wright (1989), consumers’ inputs include attention, progessi
effort, and involvement. Otherwise, money, time, and effort are considered assads'er
investments. In the sharing context, inputs have been described as expenditure ofimepey, t
anything else (Alexander, 2002).

Outcomes can be defined as factors related to an individual’s valuablelsdarehis or
her contribution (Adams, 1965). According to the equity theory, perceived outcomesnay a

individuals and the context of the relationship. According to the previous literature tyn equi
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theory, outcomes can include factors such as pay, supervisory position, treatment and
recognition, benefits, promotions, status, prestige, authority, organizational caratiomi

inclusion in decision making, fringe benefits, job interest, rule administration, woek @k
distribution, raises, incentives, working conditions, intrinsically rewardiskstasense of
accomplishment, social identity and other social rewards, ethical behavior ,tpyadlity, and
service received (Adams, 1965; Alexander, 2002; Huseman & Hatfield, 1990; Ihipagtmn

et al., 2000; Jannsen, 2001; Kilduff & Baker, 1986; Lawler, 1973; Tombari, 1979; Weick, 1966;
Wilke, Rutte, & Van Knippenberg, 2000; Wilkens & Timm, 1978; Zuo & Bian, 2001).

In the advertising and marketing context, there have been two types of outcomes
including consumers’ benefits and advertisers’ or marketers’ benefits. Th@seristructs are
potential factors affecting perceived fairness of the advertisersarkaters’ persuasion
methods. According to Kirmani (1990) and Kirmani and Wright (1989), consumer benefits
include information, entertainment, and amusement. Otherwise, consumgoaft@creased
brand awareness, and sales are considered as advertisers’ or sidrkatits.

Applications of Equity Theory

Previous literature on equity theory has investigated the effects of equigquity on
an individual’s affective responses. Perceived equity typically getkadfective variables such
as satisfaction (Sheehan, 1991), positive attitudes (VanYperen, Buunk, & Schaufeliah@92),
liking (Brounstein et al., 1980). On the other hand, inequity often generated affesipomses
like depression (Ybema, Kuijer, Buunk, DeJong, & Sangerman, 2001).

According to Campbell and Pritchard (1976), perceptions of equity have poditiots ef
on individuals’ behavioral responses. For example, perceptions of equity positieynce

individuals’ performance (Adams, 1965), engaging in organizational behaviors (Mgorma
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1991), and commitment to the organization (Martin & Peterson, 1987). Previous research has
also suggested substantial evidence that inequity affects behavioral resjrowsek.
environments, people exhibit decreased effort (Adams, 1965), decreased enthusiasm, or
decreased involvement in organization process (Monge, Cozzens, & Contractor, 1992).
Previous research in promotions has demonstrated that earning rewar@stwesa@lso
involves consumers’ inputs and outcomes (e.g., Kivetz, 2003; Lacey & Sneath, 2006). These
studies have shown that consumers’ evaluation of promotions is determined by cgmparin
consumers’ inputs and outcomes. In particular, previous research has shown thatebe dhia
promotion is determined by comparing consumers’ inputs to outcomes. For exameleahdc
Sneath (2006) state that consumers evaluate the aspects of loyalgyrpfagness by
comparing their inputs to outcomes. When their perceived input is proportional taenef
associated with the loyalty program, they judge a program as beingugher, maximizing
one’s own benefits associated with the loyalty program is a major motiviat behavior.
According to Kivetz (2003), equity theory can explain that the perceptions ofifna¥s
are determined by the balance (or lack of balance) between consuifoets’'aand their rewards.
Kivetz (2003) stated that requiring consumers’ efforts can increase consantigipation
regarding the fair size of the reward. Thus, rewards that fail to meetrmens anticipation
increased by the concomitant effort level can be perceived as unfag, lvbszeas rewards that
meet or exceed the expectation can be perceived as gains.
Further, advertising research has suggested that consumers’ pencetuétyican
influence consumer inferences that the advertiser is attempting to pelosuadppropriate,
unfair, or manipulative means (Bartos & Dunn, 1979; Bauer & Greyser, 1968; Campbell, 1995;

Kirmani, 1990; Kirmani & Wright, 1989). Consumers generally feel that they shoulditbenef
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from the effort they expend on promotions and that promotions should provide benefits to the
consumer. Therefore, consumers’ personal benefits and investments can infitemecees of
advertisers’ manipulative intent (Campbell, 1236rmani(1990) and Kirmani and

Wright(1989) indicated that the consumer’s perception of the advertiser’'s inwesiiag.,

money, time, effort) and benefits (e.g., consumer attention, increased biametess, sales,

word of mouth) are potential mediators of the consumer’s inferences of manguiétnt.

Thus, the perceived personal benefits from and investments in the promotions, as well as
consumers’ perceptions of the advertiser’'s benefits and investments, can mediated when
advertising tactics may produce inferences of manipulative intent (Cani#g).

Consistently, previous studies have supported that a consumer’s personal hahefits a
investment could influence behavior toward promotions. In addition, promotion research
suggests that consumers consider required effort for earning rewardss(Baaechamp, &
Webster, 2010; Kivetz, 2003)ccording to Barnes, Beauchamp, and Webster (2010),
consumers respond differently to various levels of rewards (underreward, @gaed,rand
overreward). They found that consumers exhibit behaviors in a manner consittesdwity
theory. According to the results, consumers who are overrewarded showedrstypaite
commitment, and willingness to pay. This study also supports that consumers’ pbleesafids
and investments could influence behavior toward promotions.

Extending Equity Theory to Promotional Offers in Brand Social Communites

This dissertation employs equity theory framework for investigating consume
responses to sharable promotional offers in brand social communities. Fromgpecpee, the
consumer’s behavioral responses, such as a sharing the promotional offer, depend on the

perceived inputs and outcomes related to promotional offers. Based on the equityfoleory,
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constructs including consumer benefits, consumer investment, communities’d)emefit
communities’ investments can be potential factors influencing consumersiyesl equity of
promotional offers.

Most promotional offers typically require consumer efforts, and the effande
consumer inputs. Consumers’ perceived effort is defined as any inconveniencetimhere
complying with the requirement for earning incentives (Kivetz, 2003). Petteff@t includes
buying at a particular store, purchasing more than one, or repeatedlyngnigagicertain task
(e.g., completing surveys or browsing Web sites). Promotional offers reqoamsgmer effort
with others could be consumers’ perceived inputs when they evaluate the equity of gmamoti
offers.

In brand social communities, earning promotional offers generally involves cerssum
inputs (e.g., time, processing efforts) and outcomes (e.g., promotional offers)alraule,
earning promotional offers requires consumers’ efforts such as forngdhsirpromotional offers
to their personal network. In this case, the most obvious input is the effort and timhe spe
forwarding promotional offers. The most obvious output is the gain from the promotional offer
From the brand social communities’ side, providing promotional offers often involves inputs
(e.g., money, time) and outcomes (e.g., growth of the community, sales).

When consumers evaluate the promotional offers that require sharing offers, ashsume
perceptions of outcomes are more complex. Consumers might perceive two pyjpeargft
benefits. First, the obvious benefit is the economical benefit from the promotional 8fieh
economic benefits reflect the transaction value of the promotional offers (MAS0@).

Second, sharable promotional offers can help consumers manage others’ impofshems As

consumers share promotional offers with their personal network, they can maitegersonal
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connectivity. Further, they might feel that they can contribute to behavidreompersonal
network by means of expressing concern about others and helping them. These pswathologi
and social benefits represent the social value of promotional offers (DholagazZRa8 Pearo,
2004). We expect that such complexity of outcomes varies depending on the types of
promotional offers. The next section will discuss how consumers’ perceptioreadtprnal
offers vary according to the promotional offer types.
Promotional Offer Types and Perceived Value

Although there are various factors that influence the consumer’s percenefddef
promotional offers, consumers may perceive the benefits differently, depending onignaimot
offer types. Brand social communities typically provide promotional offeradowgage
consumers to share offers with other people. Thus, a consumer can obtain a promotiomal offer i
several ways, such as downloading it from a community, or receiving it difexsth marketers
or friends. According to traditional promotion research, referral rewardgrsgalso encourage
consumers to share the rewards with new consumers. Previous researchzealtegienral
rewards according to final receivers of promotional offers (Ryu & Feick, 2007).stUggested
three promotion types: The first type is “Reward Me.” As the most typipal only the
recommender (the existing consumer) can earn this promotional offer. ddrelsgpe is
“Reward You,” in which the receiver of the recommendation (the new consuroeinas the
promotional offer. Finally, there could be “Reward Both,” in which both the recomieneand
the receiver receive the promotional offer.

Like a referral reward, there are typically both a consumer who sharashawd
consumer who receives the recommendation in the social media context. Thus, brand social

communities could also have three promotional offer types. The first type is atinaah Offer
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for Me Only. This offer is only provided to a consumer who shares the promotionahoffer i
brand social communities. This offer typically includes the message: “Shtargour friend and
get a FREE coupon.” The second type is a Promotional Offer for You Only, ardfénis only
earned by the receiver of the recommendation (the new consumer). This p&eligehas the
message something like “Share with your friend and get a FREE coupon.” Thgdae a
Promotional Offer for Both, and this offer includes the message: “Share authnend and you
and your friend get a FREE coupon.” Consumers’ perceived value of the promotfenal of
brand social communities varies depending on the type. In particular, promotionyéter
can affect perceived transaction value and perceived social value.

Promotional offers typically provide a transaction value, which refers to keatthe
financial terms of the price deal. Perceived transaction value is defimedsigners’ evaluation
of psychological satisfaction or pleasure that may result from obtainindtberie¢he financial
terms of the price deal (Monroe, 1979). Perceived transaction value religsosolleé perceived
advantages of the deal. Yadav and Monroe (1993) argued that consumers’ pewanedic
benefits lead to perceived transaction value.

To investigate consumers’ perceived transaction value, it may be usefat tmfisider
the three main types of promotional offers. According to Ryu and Feick (2007), coesumer
mostly perceive economic benefits when the promotion is offered only to consumersewho ar
encouraged to share. In this case, they believe that they receive the futsbarteg
promotional offer. When the promotional offer is provided to both the recommender and the
receiver, consumers feel that they receive partial benefits of the pooalaiffer.

In brand social communities, consumers may perceive the transaction value of

promotional offers differently according to the types of promotional offers. IRrtv@otional
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Offer for Me Only condition, the promotional offer is offered only to consumers who are
encouraged to share. In this condition, consumers receive full benefits of the prohudtesna
On the other hand, consumers with the Promotional Offer for You Only condition do not have
the chance to earn the promotional offer. Finally, consumers can have partidakludribé
promotional offer in the Promotional Offer for Both condition. Among the thoeditions, the
Promotional Offer for Me Only condition will lead to the highest transaction \mduause
consumers can get the highest economic gains from this condition. On the camrary, t
Promotional Offer for You Only condition will lead to the lowest transaction valcause this
condition does not provide any economic benefits to consumers.

On the other hand, the Promotional Offer for You Only condition will lead to the highes
perceived social value. When consumers share the promotional offers with teemngber
network, they are likely to consider the benefits of others. Thus, social valuetgdrieven the
promotional offers can provide social value that consumers have more to do with others. In
particular, sharing promotional offers can maintain consumers’ interpécsomeectivity.
According to Dholakia, Bagozzi, and Pearo (2004), maintaining interpersonal toity e
defined as the social value generated from establishing and sustaining coatsmtibl support,
friendship, and intimacy with other people. In addition, consumers can receive socia
enhancement by sharing the promotional offers with others. Social enhancdersrbrehe
social value generated from gaining acceptance and approval of other mefrebsogial
network (Dholakia, Bagozzi, & Pearo, 2004). Social enhancement is also derived from
consumers’ contribution to behavior for others. Previous community study suggesteditiat s
enhancement is generated when consumers share information with membegs Qdag002).

Thus, consumers can perceive social value related to social enhancement whiearéhthes
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promotional offers of brand social communities with members of their personal keSwoaoral
value such as maintaining interpersonal connectivity and social enhancenpdiaisezes the
social benefits of the promotional offers. Since consumers perceive\sa@when they can
give benefits to others, the Promotional Offer for You Only condition magrgée the highest
level of social value among three promotional offer types. Contrary to thiBrdheotional
Offer for Me Only condition will generate the lowest level of social vakmabse this condition
does not provide any benefits to others. Thus:

H1: Consumers are most likely to perceive the transaction value of “promotiteraionf

me only,” followed by “promotional offer for both” and “promotional offer for you

only.”

H2: Consumers are most likely to perceive the social value of “promotionafaffgou

only,” followed by “promotional offer for both” and “promotional offer for me only.”
Influence of Brand Familiarity on Perceived Value of Promotional Offes

Since this dissertation examines the promotional offers of brand social cames)uhe
moderating role of brand features should not be overlooked. This dissertation fatisasd
familiarity. Following Alba and Hutchinson’s (1987) work, this dissertation eptualizes brand
familiarity as the number of direct or indirect brand experiences thatlie®n accrued by the
consumer. Brand familiarity can be increased by frequent exposure to the hdaredtt brand
experiences through exposure to promotions like advertising, and direct expettieocgh
purchase or usage of the brand enhance brand familiarity (Alba & Hutchinson, 1887and
Allen’s (1993) study also supported that brand advertising in national media (e.gzimesy
strongly leads to brand familiarity. Consumers of familiar brands tend to béi@viney know
a brand well because enhanced brand familiarity creates a better knovitadgeesin a

consumer’s memory (Alba & Hutchinson, 1987). Thus, consumers of familiar bramtsttar
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recall and are better able to protect them from competitive advertigarference than less
familiar brands (Kent & Allen, 1993).

Research shows that consumers respond to familiar brands and unfamlbisr bra
differently. In particular, several studies have shown the effectentidamiliarity on responses
to promotions (e.g., Anand & Sternthal, 1990; Berlyne, 1970; Campbell & Keller, 2003; Park &
Lessig, 1977). These studies revealed that high familiarity actualtg kffiectiveness of
promotions or advertising stimuli. According to Park and Lessig (1977), for corsomer
familiar brands, it is less important to provide product information because vierwlittbe
used, and it is more important to provide an interesting stimulus to avoid boredom. Camngbell
Keller (2003) showed consistent findings. Other studies found that direct adfesfetr (attitude
toward the ad to attitude to the brand) occurred for unfamiliar brands, whereagthe \eére
reduced for familiar brands (Machleit & Wilson, 1988; Smith, Feinberg, & Burns, 1998)

This dissertation also expects that brand familiarity affects thadtof promotional
offers of brand social communities on perceived value. Brand familiaditynflwence
consumers’ perceptions of promotional offer for me only, promotional offer for you only, and
promotional offer for both. In particular, consumers feel more confident in evaubé value
of familiar brands than unfamiliar brand. Thus, familiarity of promotionakeftan be an
important factor affecting consumers’ evaluation of perceived value impliddfbrent types of
promotional offers. Thus,

H3: Brand familiarity will have the strongest influence on (a) transastalue and (b)

social value for “promotional offer for me only,” followed by “promotional offar
both” and “promotional offer for you only.”

Influence of Tie Strength on Perceived Value of Promotional Offers
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Tie strength is defined as a “combination of the amount of time, the emotionaityntens
the intimacy (mutual confiding), and reciprocal services which chaizetde tie” (Granovetter,
1973). Strength of tie can be determined by the amount of time, emotional intenisitsicy,
and reciprocity of the relationship (Frenzen & Davis, 1990). Granovetter (1973) dichesomi
strength of tie into strong ties, such as family members or close friendseakdigs such as
merely contacted acquaintances. Strong ties really trust each othdremrs¢ial circles tightly
overlap (Granovetter, 1973). In opposition, weak ties often share novel information—
information not circulating in the closely knit network of strong ties. Accordingéam@&vetter
(1973), strong ties know more about each other's needs and preferences than Wweeluses
strong ties enjoy more frequent contact than weak ties. With strong ties, peadpie bave
communal relationships in which they feel general concern about the other perséars.wel
They respond to the other’s needs (Clark, 1984). Conversely, with weak ties, people db not fee
any special responsibility for the other person.

Several studies have found valid indicators and predictors of tie strength (\&tadike
1993). For measuring tie strength, close friends have been considered ss@mglti
acquaintances or distant friends have been considered weak ties (Erickson et al., 1978;
Granovetter, 1974; Murray et al., 1981; Wilson, 1998). Additionally, frequency of contact was
used as a tie strength indicator (Benassi et al., 1999; Granovetter, 1974;ILi698 5.

Friedkin (1980) proposed reciprocity for measuring tie strength. Seesesnchers have
proposed that emotional support offered and received within a tie can also be an infiteator o
strength (Lin et al., 1985; Wellman, 1982; Wellman & Wortley, 1990). Otherwise, ss®arch
on tie strength has suggested contextual factors such as social homodgemeityl(, 1981),

shared affiliation, and social circles (Alba & Kadushin, 1976; Beggs &bty 1997). Marsden
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and Campbell (1984) proposed frequency and time spent for measuring tie streagéhfdde
companionship, frequent meetings with the tie partner in various contexts, and irtiemacy
been considered as indicators of tie strength (Blumstein & Kollock, 1988; Mitchell,.1987)

Gilbert and Karahalios (2009) investigated indicators and predictors tfetgth in the
social media context. For measuring tie strength in social media, igtimhich is emotional
closeness, best reflects tie strength. The intensity also refeestsaingth in the social media
context. Gilbert and Karahalios (2009) stated that interaction with someonendwarea despite
hundreds of people from which to select, significantly implies tie strength.

In WOM research, tie strength is important in determining how social contlinces
WOM behavior (Brown & Reingen, 1987; Reingen & Kernan, 1986). In particular, consumers
tend to use WOM with strong ties rather than weak ties (Brown & Reb@@n) because
frequent contact among strong ties creates more opportunities for WOM .idgk@ansumers
are more likely to share offers of brand social communities with a strotigtievith a weak tie.

There are some reasons why consumers want to share offers withgaistréirst, a
communal relationship among strong ties can motivate consumers to share tlre pleaghey
received from using brand social communities. Second, consumers have much moredaenowled
about what their strong ties need and prefer because they can keep tracknekttsethrough
frequent contact (Clark, Mills, & Powell, 1986). As consumers know much more about the needs
and preferences of strong ties, consumers feel more comfortable about shaxingploral
community experiences (Feick & Higie, 1992). Additionally, such gréatewledge about
strong ties makes consumers provide more useful information, especiallpdacis from high-

preference heterogeneity categories.
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On the other hand, previous WOM research showed that strength of ties can mbderate t
effects of reward on WOM. For example, Ryu and Fieck (2007) suggested thatneadation-
involved reward programs can make consumers perceive social risk. In pgracokumers
perceive more social risk when they recommend to their strong ties. The psieciarisk is a
negative influence on a relationship if an economically driven WOM does not work out. When
the receivers of the WOM are dissatisfied with the information or productptlgdy attribute
their dissatisfaction to the recommender, and thus social risk can be idcifealkes (1984)
also supported that there is the social risk that if the receiver is disshtsth a purchase that
results from the recommendation, the relationship will suffer.

Consistent with the result of the previous study, this dissertation assumes shranigth

should influence the perceived value of promotional offers. For strong ties, coasuiget
consider social relationships more than for than weak ties (Ryu & Feick, 2007). gékhties,
consumers are more motivated by self-interest than social relationship& {Raick, 2007).
Thus, this dissertation predicts that tie strength between users who shaferthamaf receivers
will be important factors influencing consumers’ evaluation of promotionalsoffie particular,
consumers are likely to help strong ties without anticipating any reward anydseagjal value
by helping a strong tie (Ryu & Feick, 2007). On the other hand, consumers expser@when
they help weak ties. Thus, tie strength can determine consumers’ perceptionsaimirplied
by three types of promotional offers. Thus,

H4: Tie strength will have the strongest influence on (a) transaction vadu@®asocial

value for “promotional offer for you only,” followed by “promotional offer for botimta
“promotional offer for me only.”

Influence of Perceived Value on Intention to Share
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In the context of promotional offers of brand social communities, a simple pissans
that increasing the required consumers’ effort will lead consumers totegpecds. Consumers
can assess promotional offers of brand social communities by comparing (sipating
promotional offers with others) and outcomes (promotional offers). When consuntwis@er
that promotional offers fail to meet their level of effort, they will pereesuch promotions as
losses. For example, sharing promotional offers with others can involve unnecessarytime.
When promotional offers require consumers to share with their personal netwoik cafier
include the loss of time. Such promotional offers can also make consumers concéined wi
risking themselves and the receiver when they make the recommendation. Comgaimasaiy
want to minimize the receiver’s exposure to risk, and such perceived risk of thatipreimay
negatively affect the likelihood of sharing.

On the other hand, the promotional offers that provide benefits such as a transaction
value and social value can reduce consumers’ perception that promotion involves losses.
According to Kivetz (2003), valuable promotions are not likely to make the consonwaroed
about whether they suffer losses. When consumers perceive that promotionalroffieles p
transaction or social value, they will consider such offers as gains, bwtithalgo feel
indebted. For example, if a brand social community provides a free coupon, the ctyismuni
costs and consumer’s benefits both increase (Morales, 2005). Inequity existe loéthas
imbalance between the costs and benefits of the community versus the conssoner.dases,
consumers feel indebted to the community for incurring such high costs for theitbenefi
Because these feelings of indebtedness are highly undesirable, consumertsvatedio
restore equity by rewarding the community at the same cost to them, likatgenpositive

word of mouth. When consumers perceive overreward, they may reward brand social
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communities by following the “norm of reciprocity” (Gouldner, 1960; Morales, 2005).
Typically, people want to give benefits to those who give them benefits. Funhigiduals are
likely to have an innate desire to repay favors that others provide for themnez=es where
favors are unwanted (Regan, 1971). Equity theory underlies the principle of ceégiffalams,
1965; Morales, 2005). People prefer an equitable (balanced) exchange, and if itasagtha
the feelings of indebtedness ultimately generate the positive respaesgtocate favors.

In addition, consumers generally consider the value of potential gains andcosts f
themselves and for the other consumer when they share the promotional offersl cidmial
communities. Previous studies have shown that the consumer’s sharing depends orittesl perc
costs and benefits for themselves and other consumers (Gatignon & Roberston, 1986). Furthe
consumers use referral as a way to manage another’s impression of them, agfefals r
behavior can be a means of expressing concern about others and helping them make better
choices (Ryu & Feick, 2007). Therefore, consumers’ perceived transaction aald/abe@ of
promotional offers can determine consumers’ intention to share the offers withetis®nal
network. In particular, consumers’ perceived transaction value will be masgist related to
the sharing of offers that provide the maximum benefits to consumers who shafertheQof
the other hand, consumers’ perceived social value will be most strongly rel#tedsharing of
offers that provide the maximum benefits to consumers who receive the offers. Thus

H5: Transaction value will have the strongest influence on intention to share for

“promotional offer for me only,” followed by “promotional offer for both” and

“promotional offer for you only.”

H6: Social value will have the strongest influence on intention to share for “pooralot

offer for you only,” followed by “promotional offer for both” and “promotional offer f
me only.”
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Figure 1 Conceptual Model
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CHAPTER 4 METHODS

Similar to other studies on promotional offers (Kivetz, 2005; Ryu & Feick, 2007), an
experiment was used to examine the effects of the promotional offers. Théssau@ix 2 x 2
mixed factorial experiment in which | vary the promotional offer type (tamal offer for me
only, promotional offer for you only, promotional offer for both), the tie strengtbngtmweak),
and brand familiarity (familiar, unfamiliar). As a result, six versionthefbrand social
community on Facebook were created for the online experiment. All other infennagbut the
tie strength and the brand familiarity is held constant across the threetiprmahoffer types.
Participants

There were 317 undergraduate students, enrolled at a Midwestern university, who
participated in the online experiment for extra credit. All participagteesl an informed consent
form prior to their participation in the experiment. A student sample is considebsing
appropriate for this experiment because more than 70% of Internet users @n@eagwsed
social networks (eMarketer, 2009). Further, 95.4% of subjects of this studyaekook users.
Of the sample, 41.8% were men and 58.2% were women.
Pretest to the Treatments’ Design

The objective of the pretest was to construct more realistic stimuk vétdining the
level of control that is needed to test the hypotheses. To accomplish this objeidtive, t
dissertation conducted a pretest. The selection of the product categoriesstonthievas
carried out according to the following criteria: (Mieres et al., 2005)

(1) The products are bought regularly by consumers, which makes it easienfdaothe

evaluate aspects and perceptions related to their purchase.

(2) They are product categories in which the store brands have significket stares.
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Thus, this dissertation selected “shampoo.” Additionally, shampoo is the product
category, which has been frequently used by previous studies on promotional affers (e
Banerjee, 2009; DelVecchio et.al., 2007; DelVecchio et.al., 2009; Mieres et al., 2005;
Ramanathan & Dhar, 2010).

Three versions of promotional offers were created based on the pretest. Agtormali
pretest, subjects can easily evaluate the value of the promotional offersheh@omotional
offers provide monetary value. In other words, numeric value of promotional oféels m
subjects easily assess the value of the promotional offers. Thus, thisatimsereated the
following promotional offers:

Figure 2 Promotional Offer 1

1. Promotional offer for me only condition

Who doesn’t love the sweetest gift?
Simply share PANTENE with your friends and you will receive a coupon for $5 off your
purchase of the PANTENE shampoo.

Tell a Friend.

Figure 3 Promotional Offer 2

2. Promotional offer for you only condition
Who doesn’t love the sweetest gift?
Simply share PANTENE with your friends and your friends will receive a cougdbbf
off their purchase of the PANTENE shampoo.

Tell a Friend.
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Figure 4 Promotional Offer 3

3. Promotional offer for both condition
Who doesn’t love the sweetest gift?
Simply share PANTENE with your friends and both you and your friends wiliveeee
coupon for $2.50 off your purchase of the PANTENE shampoo.

Tell a Friend.

This dissertation classified brands in the study as familiar or unfaderding to a
pretest among 29 participants who evaluated how familiar they were witloetdem. Based
on the pretest, “Pantene” was selected as a familiar brand and “ICloBtecas selected as an
unfamiliar brand. According to a pretest, mean of brand familiarity ratiifiigsed significantly.

Finally, the tie strength was manipulated by asking subjects to idamgifyg(initials)
either “one of your closest friends” for strong ties or a “someone youdhigith from time to
time, but someone not close enough to count as a friend” for weak ties (Frenzen Sodakam
1993; Ryu & Feick, 2007). According to a pretest, mean of tie strength ratifegedli
significantly.

Data Collection Procedure

An online experiment was conducted. Participants were given 