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oF et o g wl= AH|A] Aol A Al HHE
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EX- = EAJo] 917] wjEo(Kwon and Wen

2010), BT 27fof Qlo] AF2] A dakelo] Fajt
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ot T8 EIE dWotsol=s AS et
(Triandis 1980). th=~2] Aol A 24 HEL] A A]
HIAS ZRRE AH7|&9] 8ol ArRA F7ke]

S8/l ¥ A h(dels, E=A 2005; 7,
252t 2008; A3 < 2009). 7H]1 9 Ap2] 2 =fof
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o] AFE T AH| A0 tigh Aot o] F A=
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ToA= AR A TS AH|AF TS0 A8 Qo]

ST ST, Al AL 17 WAL o] I
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7Melo]l AFS oJu|sh= 71 © 2 (Sweeney, Soutar
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H3: ME|& S22 IR0 F(+)of k= 0jE
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Ha: Alel® @ste THBBNO| F(+)o Fte o|H
z40]ct.

H5: AMH[A 2HR2 FH =00 g(+)2 d<s O/E
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= Wee A7 A9 glenz, Faf AAof 3lof
HYAE A= Fa3% gFalor Hrieh
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HHE 24 @49 Al WA g2 AH| RSO
Bl &9l oln] T152] HE&of BAH Al
Hsto] 247] Aol A (link) o] FEg =out
e AoR BIAHE EZYket yAEo] gk
Moorman £](1992)2 Bl =18 “71#] =3
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212 2 2 (Fullerton 2005),
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ofl A QA Z7} FAH o] T HFHo=
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H8: BE QIX|EE HalE 2o M(+)o ¥
= 0/ Ao|ct

HO: B MU= HWE A0 F(+)2 &
2 0/& Zo|ct
- o N _

4. 2gE HIZEof cigt nH| 8 X| 282

S B Eof it AH[Abo] B = E ntofsh=
S 5 ohub= AR Mg AE]08 &
gF 4= Qlth Netemeyer £](2004)9] Ao w2

TH|-E 2|=-8-2]= “a o] AS 5= HRiE o

ol S 0717 27)/5:) ke B v
o Agat At s 2712 HolH olg &
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2 o7t oulz AFe] F43 Be
7o) sl glo1Al AAH F2 Aol elaf vheh
7] & SFA] 9 (Lichtenstein, Bloch and Black 1988),
AE A9 47 o] 9le] BARE} F1 Alzlel A
34 olulx] S9 HAT Ao ATt A E

A f) wgol M2, SAE HAT A4 3
42 she1s}] 9Jsh B Aol Teach B
BAE AT} 1§ ARGl e ke

2 7pa g AAskaey.
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H12: BRHE Sz & 18|18 X|282/0 Y(+)2f & st
g8 o Ao o B 7HE PG A 80102 A
v & F47} BEEE Helo = 2-86kqlar, 9f
I, O ety A Q1o AMS|A of]F HlS 2}-8otqict. &
w Bl =of tigt Hrtaclog HAE Ak B
T z|49] H@flt 2ol o ol I Qslad o
1 od__rl_Eg %—%JEE,——F{H_—EHE-’] %JE X}OO}M—-
o, &H 2] B g HEohs 8002 TH[E
2| & Qo]o] Hol& 2185614 ZQ HeEs =
B Ao Atoo] Aus HaEFte e o0 AE THECHIR. 8 TS S
- - o 5t7] flsto] AdPAAoA AETH 5 =1 E
SV AR BREFLe XA 2) 2 S5t o] 8l
_ . Zto g2 2 Ato] WA AEdES 474 - Helot
o] @ HEHE Z}of A9 AF 2]l FAst, o]
i} _ - i} o 2F A5 sk
23 AF aQlE0] SHE AlE BHE n2]= o] :
_ _ I Bl 77 Eo] AH|A ZZ (P
e AT e 2 7o) BRe 2 A 22 L e e e
o8 Uolth B Bals o] Aul A S4B Hal et al. ; Cronin and Taylor 4),ojk#‘—ﬁ
7 AFS| & o
Tof gt o= ol =g Al BHHEo 2} (Eroghs and Majhhet 1990), 24214 3 O(Venktjsi
a1 =174
A A, SR B o] A E o] da AR et al. 2003), 7+ & ¥H(Walsh and Beatty 2007), &4
) HBAEQl 7iFpe A= o] HAl T Q1X] % (Mahfooz
L2 Enh & TR 19 1] EH i
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The Effect of Extended Brand Equity on Willingness to Pay

Premium Price

*Hyun, HyoWon*, Park, JungKun**, Kim, Dongyoup ***

ABSTRACT

Social network services, which are based on the wide spread diffusion of the Internet and improvement of
information and communication technology, enable free communication without temporal and spatial constraints
among people and machines, are fulfilling the basic desire of consumers. Currently, many people spend much of
their time on line. Many companies have regarded social network services as an attractive marketplace and have
applied various elements of retailing that were once performed only in offline channels. The advantages of social
network services as business spaces allow social network service brands to enter new markets through brand
extension. They have extended their service brand into various service areas that focus on shopping, games, and
contents on platforms they have already built. Specifically, character-based e-sticker content has been favorably
recognized by users because it makes it easy and enjoyable to communicate emotionally with people. KakaoTalk,
a major social network service in Korea, has extended its brand to other services and to a product brand by
combining e-stickers with various products such as dolls and stationery to leverage the users’ positive attitudes,
which are naturally shaped while using social network services. Extension into character-applied products costs a
relatively higher price to the customers than extension to a general product. For this extension to be affordable, an
approach from the concept of brand equity is necessary. However, in the area of brand extension research, brand
extension of the social network service brand has been mainly discussed as an extension into the services that can
be provided in the same platform. Thus, research on brand extension has not given enough attention to the case of
brand extension into a product brand. Therefore, this study proposes a research model to comprehend the
extension of the social network service brand into the product brand and examines what is needed for consumers
to formulate a positive attitude toward the extended product brand.

This study shows consumers' attitudes toward the product brand extended from the social network service
brand in one integrated framework. The proposed research model presents three stages: (1) generation of word of

mouth according to characteristics of the social network service brand (i.e. parent brand); (2) brand equity
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formation of the extended product brand; (3) shaping of the consumer's attitude toward the extended product
brand in a framework. Hypotheses concerning each stage were developed. First, in relation to the characteristics
of the parent brand, we propose that consumer service satisfaction is positively related to the quality of social
network services and social influence, which generates positive word of mouth for the extended brand. The
existing literature on brand extension has emphasized the importance of the role of the parent brand for the
success of extended brands. This study suggests social influence in addition to service quality as a characteristic
of the parent brand that affects the success of extended brands in consideration of the attributes of social network
services. Second, in the formation of brand equity of the extended product brand, this study suggests that the word
of mouth for extended product brand generated from the service quality and social influence of parent brand
contributes to raising awareness of, familiarity with, and commitment to extended brands. Because a product
brand extended from a social network service is not provided on the same platform as general extensions into
other service brands, the formation of brand equity must be considered. This study hypothesizes that the word of
mouth for extended product brand has a positive effect on the two components (i.e. familiarity and commitment)
of the brand equity after raising awareness on the extended product brand. Third, in shaping consumer attitudes
towards the extended product brand, this study proposes the effects of three factors of extended brand equity on
willingness to pay a premium. By testing the direct effects of all three elements of brand equity, we plan to find

the requirements of the level of brand equity for success of extended product brand.

Familiarity on
extended brand
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A Willinguess ta
extended brand

pay a premium

Commitment on
extended brand
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Stage 1: Generation of word of mouth Stage 2: Formation of extended brand equity Stage 3 Shaping custowrers” attitude

[Figure 1] Research model

For the empirical analysis, we collected data through a survey of 230 adult Korean consumers. In this study,
structural equation modeling was used to test the proposed research model, and the significance of the paths
between the constructs were investigated.

The results of the analysis using the structural equation model were interpreted in three stages presented in the
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research model, for convenience. First, in the stage of word of mouth formation by the characteristics of parent
brand, both service quality and social influence of KakaoTalk were found to have a positive effect on service
satisfaction. In addition, the service quality and social influence of the parent brand indirectly influenced the word
of mouth for the extended product brand through service satisfaction. Thus, we confirmed the results of the
existing literature that satisfaction of the parent brand must be preceded in order to achieve positive word of

mouth for successful brand extension.

<Table 1> Hypothesis testing results

Standardized coefficient

Stage Hypothesis Path 8 .
Stage 1: H1 Ser.vic.e quality a Servi.ce sati.sfacti.on 71 8.70%**
Generation of H2 Social 1.nﬂuenc.e a Service satisfaction 11 2.18*
word of H3 Service quality & Word of mouth .26 1.32
mouth H4 Social influence a Word of mouth -.05 -.54
H5 Service satisfaction a Word of mouth 43 2.32%
Stage 2: Hé6 Word of mouth & Awareness on extended brand 77 8.80%**
Formation of H7 Awareness on extended brand a Familiarity on extended brand .62 10.47%**
extended H8 Awareness on extended brand a Commitment on extended brand .33 3.14%*
brand equity H9 Familiarity on extended brand a Commitment on extended brand .53 3.80%**
Z;E;g;jg H10 Awareness on extended brand a Willingness to pay a premium .67 5.75%**
customers’ HI11 Famil.iarity on extended brand a Wil.lir}gness to pay a premil}m .20 1.52
attitude H12 Commitment on extended brand a Willingness to pay a premium .30 3.43%%*

*p<.05, ¥*p< .01, ***p<.001

According to the hypothesis test for the second stage, which explains the brand equity formation process of the
extended product brand, word of mouth for the extended product brand had a positive effect on awareness of the
extended product brand. Moreover, the awareness on extended brand affected by word of mouth positively related
to familiarity and commitment on the extended brand. The sequential increase in the three factors that express
brand equity (i.e. awareness, familiarity, and commitment) is the evidence that the word of mouth meaningfully
contributes to the formation of brand equity of the extended product brand. Previous research has mainly
discussed the impact of one brand’s word of mouth on its own brand equity, but this study has shown that it is also
positively related to the formation of brand equity of the extended brand.

Third, the analysis of the process by which brand equity for extended product brand shaped the customers’
attitudes toward the extended product brand showed a positive effect of brand awareness and brand commitment
among the components of brand equity. On the other hand, brand familiarity, unlike the other two factors, did not
show a significant effect on customers’ willingness to pay a premium. However, it was also confirmed that
familiarity of the extended product brand positively affects brand commitment, thus indirectly affecting

willingness to pay a premium through brand commitment.
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The implications of this study are as follows: Many companies use brand extension strategies to increase the
possibility of success in new markets and to gain brand leverage. Brand extension strategy, mainly used by
product brands, has recently been used by service brands, and brand extension of service brands into product
brands is also emerging. This study proposes an integrated conceptual framework that encompasses every stage
from parent brand to customer to interpret this newly emerging brand extension of social network service brand
into product brand. Specifically, the proposed framework identifies success factors at the parent brand level and
the effects of these success factors on brand equity formation of the extended product brand and customers’
attitudes towards the extended product brand.

Finally, this study proposes future research with some limitations. In this study, we suggest service quality and
social influence as characteristics of the parent brand to generate word of mouth for the extended product brand.
However, it is desirable to enrich the research model by adopting various antecedents according to the nature of
the other parent service brands. Also, the cross-sectional methodology used in this study has limitations in
asserting causal relationships in the brand extension. To overcome these limitations, it is necessary to find a
parent brand and an extended product brand which has a low level of brand equity and to examine the proposed
research model through longitudinal research methodology. Furthermore, investigating the bi-directional
influence between parent service brands and their extended product brands is an interesting area of future

research.

Key words: Service Brand Extension, Brand Equity, Willingness to Pay a Premium, Word of Mouth






