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ABSTRACT

Brandharmcrisisoften result imegative consumer responseékis thesis addresses the
buffering andamplifying theoretical persmtives of brand equity effecté/e theorizehatbrand
equitymay interplay with the nature of brahdrm crisis in shapingonsumereactionsResults
from focus groustudiesprovide interesting insights into the amplifying and buffering effects.
Moreover,research findings frotwo experimenstudiesshow thatorand equity ampliés
consumenegativeresponses in a performanadated crisis but only when the crisis is
extremely severe. When the crisis becomes less severe, the amplifyinglieffacthes from
outset However, ina valuerelated crisisthe amplifying effect obrandequityis pervasive
regardless athe level ofcrisis severityThe currenthesisadds to the extantiterature by
demonstrating that brand equity can have very coxgffiects on consumer responsegich
arecontingent on the severity and domain of a criBseoretical and managerial implications

are discussed.

Key words:brand crisis, brand equituffering and amplifying effect€risis severitycrisis

type
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1. INTRODUCTION

Brand crises are becoming increasingly pre
exampl es i nogidchickenscdhdalC 6 s Chi na, Toyotads worl dwi
uni ntended acceleration problem, €ésaempsoyaan
child labor in developing countries. These waiblicized incidents are defined as either
performancerelatedor valuerelated brand crisedepending on whether the crises mainly
involve defective products or unethical firm condu&®(hkosandKurzbard 1994Dawarand
Pillutla 2000; Pulliget al.2006). Such brand crises can be extremely devastating for the involved
brands For example, the sales in China plummeted by 41% ddeRaC6 s chi cken scani¢
2012 whereagheT oy ot a 6 snore than &.6 ilibnadrs cost over $5 billigrand Texaco
paid $178 million on legal judgments for its racial discriminafi@auters 201.3Sanchantand
Takahashi 201,0Gregoryet al.2012) Except for the tremendous imdiate loss from baseline
sales and costly compensations, brand crises may also have soeazifang detriments ahe
involvedbrand n t he | ong run such as |l oss of <custome
perceptions andustomer distrusie(g.,Van Heerdeet al.2007, Darkeet al.2010). Considering
the enormousegativempact from brand crises, it is imperative to identify and understand key
factors influencing consumer responses

Previous literature has identified various consunfem-, and/orcrisisrelated factors
that influence consumer responses to a brand crisis. For example, brand commitment has been
demonstrated tattenuateeonsumer negative responses towards bnagetivepublicity
(Ahluwalia et al.2000). Firm quality reputation, ohe other hand, has been found to be a
liability, hurting future market share in automobile indystfter product recalls (Rhee and

Haunschild 2006). The frequency of a crisis has also been identifaftdconsumers



attributionstowardsa brandrangressionLei et al.2012). However, theole ofbrand equitya
key marketing construdhasrarely beerexaminedn the context of brand cris(©®awar199%;

Rea et al2014. In this research, wielentity some of the contradictory perspectives regarding
the role oforand equity, andttempt tcaddresshe followingtwo research questionks brand
equity an asset or a liability in a brand crisis? Are there any boundary conditions that will
influencebrand equitgs effect?Theoretically, herearecompelling arguments regarding the role
of brand equityn relation to consumer responses to brand cmone hand, prior positive
brand associations derived from strong bragdity may bias consumeadsvaluationsagainsthe
crisisinformation, offsetting their negive response®(g.,Brady et al. 2008Cleeren et al. 2008;
Rea et al2014). One the other hand, tlkeasticcontrast between a negative crisis and a
reputable brand magxacerbateonsumergbacklash, intensifyingheir negative responses.g.,
Seo and Jang013). To unravel theeeminglycontradictoryeffects we posit that there might be
someimportantcontingentconditions that furtheexplainbrand equitgs effecs. We argue that
the nature of brand cristean be@mportant contingency conditian this case. Thyse adopt a
contingency perspective to examine the rolerahld equity in drandcrisis context.

Specifically, weinclude crisis severity and crisis type as two important contingency variables in
our theoretical framework.

As limited research has addres$edv brandequityworks in abrandcrisis,we first
conducted focus group stiedso ago gainsomebaselinaunderstanding about brand eqaéity
role andexplorepotentialboundary conditionslhe insightof focus group studiesuggest that
brand equity cabothattenuateand augment consumer negative respqrasetsucheffecs may
be contingent on crisis severity and crisis typerformancebased vs. valubased)In turn, we

developa theoretical framework thakplicitly addresses buffering and amplifying effects of



brand equity in a crisis conteXtwo laboratory experiments were conductetesi our
framework.We also delineate and test the psychologicatesses responsible forand equitis
differential effecs in differentbrandcrisis contextsSpecifically,Experiment 1 examinelrand
equityGs role in performanceelated crises. The resutlemonstratéhat brandequityamplifies
consumer negative responses but only when the crisis is of high severity. Codsumers
counterargumentsereidentified to account for the absence of brand e@iigomerangeffect
in a low severitycondition whereas disconfirmation of expectatwasdenonstrated to mediate
theamplifying effect in a high severity condition. Experiment 2 essentially repli€&gesriment
1 by extending the theoretical model to the contextatdierelated crisis. The resultsvealthat
brand equity augmestonsumenegativeresponses in a valuelated crisis regardless of the
crisis severity. Disconfirmation of expectatimasfoundto accountor (i.e., mediate) this
amplifying effect in both low and high severity conditions.

The rest of the thesis will be orgaatzas follows: first, theoretical contributions of this
thesiswill be highlighted Second, literature ohrand crises will be reviewed. Next, a focus
group study will be discussed. Then hypotheses regarding brandéegoiéyin performance
related crises and its process explanations are developed, followed by the discustidgln
In the same fashion, next, hypotheses about brand égqtfiegt in valuerelatedcrisesand its
underlying mechanisgare developed, flowed by thediscussioron study 2Finally, the thesis
will conclude with a general discussion includthgoretical and managerial implications, as

well as limitations and directions for future research.



2. CONTRIBUTION

First, thisresearclextendsegative publicityiterature by examining the role of an
important yetarely explorecconstructi brand equity,ic o n s u me r s 0 abramdharommn s e s
crisis.While prior researclnas addressesbtme related constructaich as brand commitment,
brand familiarity, and brand expectatiod(uwalia et al. 2000Cleeren et al. 200&awar and
Pillutla 2000) few studies have specifically examined brand equisyeffectin suchabrand
crisis contex{Dawar1998. In arecent studyRea et al. (2014) have highlighted thré@ical role
of brand equityns hapi ng ¢ o0 n s u the braadéharm @igasOWr researdadvances
a betterunderstandin@f the impact obrandcrisis byspecifically examininghe role of brand
equity andts contingent conditionsThis is one of the few studies that looked into brand equity
effectsin a negative publicity context. In addition, wentend that our study on brand equity has
strong manageriaignificancedue tothewide accessibility of brand equity reports provided by
consultancy firms such as Interbrand.

Second, our research contributes to the literature by incorporating contingency theory
into negative publicityesearchGiven the tangle of findings ithe brandcrisis literature,
contingency theory provides a promising avenue to resolve the conflicts in this field. Specifically,
we addresses both buffering and amplifying theoretical perspectives of brand=gtfigt, and
developed a contingendyased famework by including crisis severity and crisis type as key
contingency variables to examine brand edsigffect on consumeregativeresponseslo the
best of our knowledge, this is the first researchrataledhe moderating roles afisis
severiy and crisis typevith regard to the impact of brand equity in a brand harm crisis context
In addition, gven a scarcity of literature on vahelated crisisthis thesisalso helps to enhance

understandingn consume@xperience and responses on funethical conductdVoreover,
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our frameworkcan also provide some guidancetisis managers by showing them a practical
methodto evaluate the potential backlash from consumers given specific crisis situations.
Finally, our research also enhanceslerstanding ononsumerg8processing of negative
publicity informationby delineating the psychological mechanismsgerlyingthe effecs of
brandequityon consumer responsds$ough previous literature has shed some lights on the
underling mechanism®i both buffering andmplifying effects from certain psychological rent
we contendhat multiplepsychologicamechanisms can coexist and the activdtiominationof
certainmechanisms contingent on contextual factors suclcasisseverity and crisi type
(Ahluwalia et al. 2000Dawar and Pillutla 2000Y his thesis is among one of the few studies
thattested the interplay of multipjesychologicamechanismselated tdbrand harm crisisWe
believe that this stream of thougletn providea promisingavenue for future researdhn
addition, his detailed understanding on consumer psychological mechacasnadsdelp
facilitate crisis managers in designing more effective PR policies and response strategies when

faced with a brand crisis.

3. LIT ERATURE REVIEW

This section willprovide an overviewof the key constructs in this reseasstdhighlight
the conceptualizatiomboutcustometbased brand equity, brand crisis, and crisis typology.
Theoretical perspectives of brand crisis and relevant findings will be described. The discussion
will tap into supportingtheories regarding buffering, amplifying as well as contingency

perspectiven the brand crisis literature



3.1Customer-Based Brand Equity

Building a strong brand can yietdimerousompetitive advantages. Keller (1998; 2003)
showedthat companies with high brand equity cet onlycharge premium prices on customers,
but alsobenefit from customer loyalty and Igiterm customer relationship. In addition, high
equity brandsre less vulnerable to competitor actigkisller 2003) Moreover a strong brand
can betteteveragethe efficiency of various marketing activities sucleatension,
communication, and channetelated marketingctivity (Hoeffler and Kelle2003). Apart from
numerous benefits in routine situations, recent studies also indicate that a strong brand may be
able to provide some protection against the negaffeets in abnormal situations such as in a
productharm crisis. For example, case studies based on 1996 Kraft peanut butter recall have
shown that compared with the weaker brand Eta, the stronger brand Kraft regained market share
more quickly and enjoyeldetter efficiency on its marketing activitiesg.,Cleeren, Dekimpe
and Helser2008 Darke, Ashworth and Mai2010. Also, severastudies in the&orporate
reputation literaturesuggest that a good prior reputatoan attenuate consumer negative
respases in drandcrisis context€.g.,Siomkos and Kurzbard 1994; Decker 2012). Yet
surprisingly limited researcthasactually examined the role of brand equity ibrandcrisis
context. In the following section, we provide conceptualization on the castmamsed brand
equity construct and distinguish it from some closely related constructs.

Brand equity has beaonceptualizedby various researchers at various levels, including
stockmarket valuation measura@gyenugremium measures, signaling abilityeasures based
on information economics perspective as well as custtwased mental association measures
based on cognitive psychology (Simon and Sullivan 1993; Ailawadi et al. 2003; Erdem and

Swait 1998; Keller 1993Each perspective captures differentrdhins of the brand equity



concept. Given the purposetbfs thesiswe take the customdrased viewof brand equity and
draw the conceptualization from Keller (1998 2 who defined customdrased brand equity as
fithe differential effect of brand knoedige on consumer response to the marketing of thedrand
Such differential consumer response derives from brand knowledge stored in coasuners
which is structured as a network of associations in memory aboutkafated beliefs such as
brand awarneess and brand image. In this sense, custtwased brand equity occurs when
people have substantial brand knowledge with readily accessible and favorable brand
associations in memory, and such associations generally come from some direct or indirect
soure@s such as personal experience or advertising (Keller 1993, 1998). In another word,
custometbased brand equity manifests itself as the brand knowledge structure in the minds of
consumersBased on this conceptualization, we contend that consumers slaveldlore

positive and accessiblrand associatiortewards highequity brands.

Brand equity is often vaguely describedhe previous negativerandpublicity literature
Various related constructs such as brand commitment, brand familiarity, brand image as well as
brandreputationhave been used as proxies for brand eq@grmann et al. 2014; Dawar and
Lei 2009; Siomkos and Kurzbard 1994; Decker 2012). Although thesstlites often
concluded with that &good or fistrong brand can provide a buffer against consunegyative
responses, ironicallyery fewstudiesactuallyaddressethe customebased brand equity
construct. Therefore, we belieitas desirableo first distinguish brand equity from some similar
constructs such as brand commitment, brand familiarity, and corporate reputation. The
clarification on constructs is also one of the key steps in the process of theory development

(Stern et al. 2001).



We view band equity as a related yet distinct construct from brand familiarity, brand
commitment, and brand imagarfettet al.2003) While brand familiarity only pertains to oise
ability to recall or recognize brasrélated information, brand equity is a conceghly broader
construct, incorporatinmultiple facets of consumer brand knowled@&ller 1993). Also,
unlike brand commitment whiahvolvesexplicit behavioral bindings, brand equity does not
request any observable actions and can be manifesiegplast perceptios towards the brand
(Ahluwalia et al.2000). In addition, based on Kel@sr(1993) conceptualization, brand image
only pertains to one dimension of brand equity construct while brand awareness is not
incorporated in the brand image conost. Such distinctions are in line witetty and Krosnias
(1995 warning that generalizing outcomes and processes from one attitude strength dimension
to another should be constrained. Drawing from Aak@996)and Kellets (1993)
conceptualizationyoo and Donthu (2001) developed aradidateda multidimensional
custometbased brandquityscaleancluding brand image, brand awareness, brantityaes
well as brand loyaltyln relation to multidimensional approach to brand equity, we argue that
brard equityshould be perceived ashigher order construathich capturevarious attitudinal
andbehavioralcomponent®f consumer knowledge

We choose to examine brand equityhis thesidor several reasons. First, brand equity
has become one of the masiportantconcepts in the marketing literature, yet its effect in a
brandcrisis context has received limited attent{@aker 1996; Keller 1998)lo understand the
role of this importantoncept in both routine ambnroutinesituations should be especially
beneficial for theory building and developmenthe brand equity literature. Second, it is a
higher order construct encompassing various important attitude dimensions. Instead of

examining subcomponents, looking at the same phenomenon from a higher level of hierarchy



may provide some new insights. Third, compared with its nuanced attitudinal components, brand
equity is relatively easier to understand and monitor for practitioner®dhe wide

accessibility of brand equity reports provided by consultancy firms such as Interbrand. Krishnan
(1996)alsoshowed that consumdased brand equity is consistent with external equity

indicators. Therefore, our research on brand equity shawiel $tronger managersignificance

3.2Brand Crisis

In this research,randcrisesare defined awell-publicized incidents in which brands
perceived ability to deliver expected beneftseriouslythreatenediue todefective and
dangerouproductsor violation ofethical norms $iomkos and Kurzbard 199®awar and
Pillutla 2000;Huberet al.2009) Although Huber et al. (200@)assifiedperformance failre as
one type of brand crisignhd many previous literatures alsmminedoerformance and sdaoe
failure asa crisis, in thighesis werefine ourfocus on the phenomenon of negative brand
publicity (Brady et al. 2008; Choi and mattila 2008; Laczniak et al. 200dl)ke product
performanceor servicefailure, negative brand publicity is typically involvedtire incidenthat
is well-publicized and can serioudlyreatera brands key propositionsAs such, we restrict our
literature review and conceptual development to the emerging literature oivaéganhd
publicity.

Brand crises are among a fi@worst nightmares, causing both immediate and-teng
negative effects such as a substantial loss in baseline sales, costly remedies, reduced marketing
effectiveness, increased vulnerability to conmpesdmarketing instruments, damaged brand
equity, tarnished reputation and a considerable losw@stor®confidence {Van Heerdeet al.

2007;Cleerenet al.2008; Laufer and Coombs 2006; Rhee and Hatim&l 2006; Siomkos and



Kurzbard 1994Chenet al.2009) In addition, brand crises may also spillover to otie¥
contaminatedbrands, leading to industiyide damageKoehm and Tybol2006; Lei et al.

2008) Recently, ther@ anincreasingacademic interesh consumetrelated consequences of
brandcrises. \arious negative effects from a consumer perspective have been documented in
various crisis contexts (Ahluwalia et 200Q Dawar and Pillutl200Q Creyer and Ross 1996;
Folkes and Kamin&999). For example, Ahluwalia et §2000 identified a substantiattitude
decline after consumers are exposed to predacn crises. SimilarlyDawarandLei (2009

found that produeharm crises can significantly dage consumeddgrust and confidence in the
involved brands. In additiofaker, FournieandBrasel(2004)concluded that performance
related brand transgression will negatively impact custaperseived brand quajitas well as
damage customdarand relationship. In the same vein, firm unethical conducts have also been
found to negatively impact consumer attitude, satisfaction and purchase inteagoj&ctimalz
andOrth 2012 IngramandTaylor 2005) Overall,theliteraturehas been unanimous on the

negative impact of brand crises on consumer responses.

3.3Brand Crisis Taxonomy

Along with previous studies, wepnceptualizethrand crises into two distinct types:
performanceelated crises ahvaluerelated crises (Pullig et #006). Performaneeelated
crises generally involve defective or dangerous products that call into questions obabdlitgls
to provide basic functional benefits. In this sense, performeeiated crises mainly pertain to
products per se (e.qg., theltme of an automobile part or the detection of poisonous substance in
food). The ternfiproductharm crise@ has been extensively used in previous literature to refer to

performancerelated crisese(g.,Siomkos and Kurzbard 199B@awar and Pillutl200Q Cleeren

10



et al.2013). On the contrary, valuelated crises do natvolve any functionalitylevel attributes.
Rather, valugelated crises mainlgertain tofirm unethical or norsocial responsible behaviors
that go beyond products per se (e.g., discratnom in workplace or violation of environmental
regulatiors) (Huberet al.2009 Dutta and Pullig2011). In general, performancelated crises
mainly impact brandsexpected functional benefits whereas vateiated crises mostly impact
brand éxpected symbolic angsychological benefits (Pullig et &006; Dutta and Pullig 2011).
This taxonomy islso consistent with Kellé& (1993) conceptualization on brand equity where
functional benefits and symbolic benefits are distinguished at brand level. Similar with our
categorization, Trumig (2014) recent research on brand transgression also clabsifiet
misdeeds into product versus ethical transgressions. Though labelled differemntigctignism
of categorization is essentially the same.

Although in reality, some crises may reside in the grey aneats/ing both product
defects and firm unethitbhehaviors (e.g., dangerous products combined with unethicalcover
ups), we treat brand crises as two distinct categories ith##sss either as performangelated
or valuerelated crises. We believédtimportant to first examine the most distinaglitative
differences in these two different types of crises contexts in order to advance our understanding
of thenegativebrandpublicity literature.

Performance and valueslated crisis have be@xaminedsegoarately in previous literature
Specifically, producharm crisis (i.e., performance related crisis) has peeanderacademic
spotlightrecentlydue to its increasingccurrencewhereas valueelated crisis has received
relativelyless academiattention Ahluwalia et al.200Q DawarandPillutla 200Q Cleeren et al.
2008; Chenet al.2009 Darke et al201Q Ingram and Taylor 2005; Schmalz and Orth 2012).

However, there is a scarcity studiesthat have examined both types of criigio exceptions

11



are Trumi@s study on connectambnsumer8responses to product versus ethicahsgressian

and Dutta and Pulli@ (2011) examination on consunesponses to firm responstategies

in performance versus value related criBighis thesiswe are interested irolv brand equity

ard crisis type along with other contingent factioffuenceconsumer8 r eacti ons t o t

associated brands

3.4.Buffering Perspective

Traditionalliterature on brand crises as well as product and service fahdgreainly
supported d@bufferingd perspectiveThat is, researchers have identified a varietyosfaimer
and brand characteristitisat can help to insulate an erring brand from negative consumer
responsesrhis line of research indicates that brand equity may indeed be an assetnd a bra
harm crisisFor exampleusing experiment procedure, Rea et al. (2014) showed that there is
smaller loss in consumer perceptions for a teghity brand than for a lowquity brand in a
productharm crisis. They argued thaositivebrand associations a highequity brand often
lead to consumegdavorable reactions to the brand.

In addition,Ahluwalia and her colleagues (20G0guedhat branccommitmentcan
provide such a buffering effect agaiesnsumer@negative responsedter a productelated
negative publicity. Specifically, they found that highly committed consumers tend to have less
negative responses in the face of a negative publidigy &xplainedthat when faced with
challenging information (i.e., produbirmcrisis), highly committed consumers are migkely
to engage into biased processing by counterarguing the negative information. But for low
commitment consumers, they tend to have more ambivalent attitudes when exposed to negative

information and thus rese their attitude to a greater degr®amilarly, Huber et al. (2010)

12



examined consumdarand relationship in a brand misconduct context and they found that the
deterioration of consumdarand quality as well as consumer repurchase intention is smaller
when the existing consumérand relationship is longer and lagherquality.

Brand awareness was also proved to be an important thatean attenuate consumer
negative reactions ingerformanceelated crisisFor example, H@®ac et al. (2013) recéy
examined the effect of online customer review and found that lansacenessan provide a
safety cushion against negative onlaustomereview to a certain degree such that sales suffer
less for avell-knownbrand in the face of negative online @mer review In addition, in a
study where country of manufacture (COM) effect has also &@eeminedn a productharm
crisis context, Laufer et al. (2009) showed that negative COM will negatively irogzaxt
evaluation in a product harm crisis, sucht t@nsumers tend to attributeore blame to the
erring brand and downgrade their evaluations. However, this negative COM effect only exhibits
when an unknown brand is involved in a crisis, while a-ketwn brand is immune to the
negative COM effect. fis implies that welknown brands can enjoy certagputationshield in
the wake of a produdtarm crisis.

Moreover, orporate reputation has also been demonstrated in several studies to provide a
shield against negative consumer responsep@arfarmanceaelated crisisFor example, In
Siomkos and Kurzbatd (1994) pioneering study on prodingtrm crisis, they found that
consumer8purchase intention after a produnarm crisis is less damaged when the product is
sold by a company with good ngation. Consumers also perceive the products as less harmful
when the erring company has better reputations. Similarly, Grunwald and Hempelmann (2010)
examinedhe role of corporate reputation for quality in prodiiatm crisis context using an

online exgrimental study and they found that a good reputation for quality can provide some
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protection ancttenuatehe blame assigned to the involved manufacturer. apeljied
cognitive dissonance theory to explain the buffering effect, arguing that consueprstaated
to resolve cognitive dissonance by selectively processingiotereting the dissonant
information. Consistent with the mainstream corporate reputation literature asserting that
fireputational capitalcan protect a firm against the negatbemsequences fromegative
publicity, Decker (2012) further found that both fisperceived trustworthiness and level of
expertise, two key components of corporate reputation construaiteanate the harm suffered
from negative publicity.

Thoughthebrand equity construct was not specificaigted severapreviousstudies
did showthata strong brand can provide some protection against the negative effects from a
productharm crisisAnalyzing scanner data before and after the 1996 Kraft peattat brisis
in Australig Cleeren et al. (2008) found that the stronger brand Kraft regained its market share
morequickly than the weak brand Eta. More specificalgir model showed that prerisis
loyalty and familiarity can provide a direct buffera@gst the negative effestrom the product
recall, and the stronger brand Kraft also enjoyed a more effectivensstadvertising than its
counterpart Etarhey argued that loyal consumers who are familiar with the brand are more
likely to give theerring brand the benedibf doubt and discount the diagnosticity of tlegative
information, leading to the direct buffering effeConsistent with this buffering perspective,
based on a field survey and two laboratory experiments, Dawar and PilQ0@) €howed that
consumers revise their attitude less in the face of a prdwduict crisis when they initially have
strong positive expectations about dnsis-associatedrand and this finding is robust across the

continuum of firm response strategi&bey argued that people are more likelgtmagen

14



confirmatory bias to maintain their prior positive attitude to minimize cognitive dissonance from
the negative information.

Some less commonBtudiedfactors have also been proven to provide a buffegifiect
under performanceelated crisis. For example Lei and his colleagues (2012) identified that when
a productharm crisis happens, consumers place less blame towards the brand that they have
positive prior beliefs. But this buffering effect is comggamt on the availability of basate
information and similarity information. Theyrguedthat information inconsistency occurs when
positive prior beliefs encounter negative information, and to resolve such inconsistency,
consumers tend to seek informati@.e., baseate and similarity information) to help refute the
negative (e.g., produttarmcrisis) information (Edward and Smith 1996; Kunda 1990). And
when they succeed in gathering information and consteasbnableefutations, buffering effect
occurs. One of the premises for their observed buffering effect is when the phadorctrisis
happens to a strong brand to which consumers have positive prior beliefs. In the same vein,
Pullig et al. (2006) havielentified anotherattitudinaldimension thaican help to insulate
consumenegativeresponses from negative publicity. They proposed that attrterdainty(i.e.,
the strength of an initial attitude) will moderate consumer responses in regards with negative
publicity. Specifically, they argued thpeople with high attitudeertaintyare more likely to
engage into defensive mechanisms to protect their initial attitude agegatveinformation
whereas people hold weakitudecertainty tend to process the negative information in a
relatively olpective manner and change thaititudeaccordingly.

Although performance and service failures are not considered as brand crisis in our
research, the phenomenon does resemble the negative publicity situations. Therefore, literature

on this area shouldebable to provide some valuable insights and guidance about brand crisis
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phenomenonThe mainstream researches on performance and service failure also support a
buffering perspective. For example, Laczngtlal. (2001) revealed that when faced with product
failures (i.e., computer problems), consumers attributed blareeto the company in the
unknown brand condition, but they assigmeareblame to the users when a wieiown brand
is involved. They arged that a prior positive attitude will weaken prexsuasiveness of the
negative informationAdding to the buffering perspective, Huang (2011) showed that after a
service failure, service recovery is more effective in restoring consumer satisfaction and
behavioralintentions wherheerring service provider has higher brand equity. Similarly, Choi
and Mattila (2008)nvestigatechow consumei@orior expectatiorabout service quality impacts
their responses after a service failure encolrgare anyecowery strategies, and they found
that high service quality expectation can shield the erring service provider against the negative
consumer responses. In addition, Cowart et al. (2014) examined religious affiaifact on
consumeresponses to a sereifailure and observed a bufferinfeet of religious affiliation.
Thatis, consumers tend to be more forgiving about a service failure when the service providers
havereligious association®ecently, Liao and Cheng (2013; 2014) investigated brand éguity
effect in a product innovation failure context. They showed that brand equity can shield the
adverse effect giroductinnovationfailure to certain extent. They explained the buffering effect
by arguing that consumegrior strong quality perceptioraout a strong brand can serve as an
anchor, dragging posailure brand evaluation towards the positive end.

This buffering effect is further supported beyond brand crisis corfexexample, Klein
and Ahluwalia (2005) found that in evaluating politicahdidates, voters who like a candidate
alreadyare immune to the established negatieifect(i.e. people weigh negative information

more heavily than positive information). They argued that even a weak liking or preference is
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enough to provoke a cosgency motivation suctihatvoters will process the negative
information in a biased manner to discount the relevance or diagnosticity of the negative
information.

Although there are ample literatures supporting the buffering perspaatiyeewof the
studiesactually examinethe specific construct of brand equity avalid brandcrisis context.
Moreover, this buffering effect is exclusively observed in performaeleged crisicontext

implying that such a buffering effect may be constrained ttopaancerelated crisis.

3.5. Amplifying Perspective

Although researchs inbrandcrisis conteximostly focuson identifying key drivers to
fend offthe negative effectisom a brand crisissome recergtudieshave started to look at the
phenomenon from the opposite perspectivat is, they aré&rying to understand what factors
will make a brand especially vulnerable to a brand crigis Jtream of researchainly
supports ariamplifyingd perspective and erhpsizes on the dark side of various consumer and
brand characteristics.

Seo and Jang (2013) examined the role of brand equity in food crises and observed such
anfiamplifyingo effect. They found largedeterioratiorin consumerdvisit intention forcrisis
associatedestaurants with high brand equity. They useditbvee becomes hate effédb
explain the phenomenon, arguing that latgnding consumers feel more intensively betrayed in
abrandcrisis contextConsistent with this amplifyingerspectiveysing a scenaribased
multistage choice experiment, Korkofings and Ang (2011) found that a product recall damage a
well-known brand to a greater extent than an unknown brand in regard with brand equity and

future product choice. They argued that instdagiszounting the negative information,
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consumers feel especially disappointed and betrayed when a strong brand issues a recall. In the
same vein, using data on automobile recalls in the U.S. market from 1975 to 1999, Rhee and
Haunschild (2006) demonstrdténat reputation for quality can be a liability such that
automobile firms with high quality reputation suffers more in regards of market sharehiegs. T
argued that consumers have high expectattwoutproductsmanufactured by higheputation
firms and theypbecome especially disappointed when a product recall occurs. In addition,
problems fromhighly reputabldirms tend to attraainore media attention

Further supporting the amplifying effe@erger et al. (200) revealed that brand
awareness can be a liability when negative publicity occurs. Specifically, using econometric
analysis as well as experimental studies, gteywed that negative publicity hurt sales oflwe
knownbrands but benefit the unknown bran@lkey argued that negative publicity incresthe
awareness of an unknown brand and thus incseades. But a welknown brand cannot take
advantage of the potentialcreasan brand awareness due to a ceiling effect from its already
high brand awarezss and therefore suffers from the negativity effect from the negative
information Along with the same logic, Fennis and Stroebe (2014) examined the effectiveness
of selfdisclosure versushird-party disclosure ofiegativeinformationin a brand crisisand they
found that seldisclosure of negative information is more effective in restoring consémers
attitude, perceived company trustworthiness as wedeaavioraintentions, but with the
positive effect only constrained to firms with poor prior rgpion. They argued that this effect is
explained by théencreasea@ompanytrustworthiness for poor brands, while a good brand suffers
from a ceiling effect of its prior high trustworthiness.

In addition, Puzakova et al. (2013) examined the role of baaihdopomorphizationn

productharm crises and they found that consumers have more negative brand evaluations for
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humanized brand amid prodwetongdoing They argued that consumers perceive humanized
brands as capable of having their own intentions arréftive assigmoreresponsibility to the
crisisassociatedrand in a produebharm crisisBeyond the B2C domain, Chandrashekaran and
his colleagues showed that customers who have better relationship aspects (i.e., length of
relationship, volume of busingsand favorability of prior experience) are more sensitive and
vulnerable to problems and are more likely to defect despite of their alleged high satisfaction
level in busines$o-business context.

Thoughmostof thestudiessupporta buffering effect ipproductand service failure
literature, the findings anmeot conclusive Thereis arotherstream of studiesupporing an
opposite amplifying effedf_aczniak 2001; Choi and Mattila 2008; Huang 20EDr example,
Gr@oire and Fisher (2008) foundfiove kecomes hateeffect after a service failure and poor
recovery. That is, they observed that high relationship quality customensdesdetrayed and
tend to engage in retaliation behavior to a greater extent when they feel a violation of fairness
norm. Usng two laboratory experiments, Roehm and Brady (2007) exposed participants to food
delivery failurescenariogand found that performance failure hurts Rhegjuity brand to a greater
extent than a lovequity brand. Their explanation is that highuity braad has significant stature
to lose and consuméigrior high expectations may backfire in the wak@@afformancdailure.
On the other hand, a leequity brand has nothing to lose and consumer disappointment is
mitigated due to noexisting prior expectains.

One thingworth mentioning is that unlike literatureuttressing a buffering effect, the
amplifying effect is not exclusively limited to performanaated crisisCooksey and Kuchina
Musina (2010) investigated pubdperceptiorregarding firm ethical decisions in both small

and large business. They found that public is generally less concerned about ethical decisions of
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small business compared with large ones and people actually favor small unknown business than
large wellestalished ones in the wake of ethical dilemniBise same boomerang effect has also
been observenh firm ethical transgressionsrump (2014)found thathighly connected

consumers tend to perceive firm ethical transgression as especially negative andidiagmbst

consequently downgrade their evaluations to a greater extent.

3.6.Contingency Perspective

The conflicting findings from the above two streams of resdaitto answer oumain
research questidnis brand equity aassebr a liability in abrand harncrisis context? Will
consumers defend against negative information when the involved brand has high brand equity,
leading to the buffering effect, or will they feel especially disappointed about @bigty brand,
leading to the amplifying &ct?It seems tha& contingency perspective may provitle long
sought answelOriginally used in organizational studies, contingency theory suggests that there
is no single best way to achieve the optimal fit betwerganizationafactors It emphasies the
multivariate nature of a phenomenon and is aimed to understand the interactions among
organizational factors (Kast and Rosenzweig 1973; Teo and King 1997). Therefore, this new
stream of research irandcrisis contextloes not favor buffering n@amplifying explanations.
Instead, it suggests that both effects are plausible depending @mtk&tualactors.

To some extent,everal recenttadies on negative publicity asérvice failureseflect
the contingent viewFor example, using a combiraat of laboratoryexperiment and event study,
Germann and his colleagues (2014) shothetbrand commitment casttenuateonsumer
negative responses in a product recall but only when the recall is of low severity level. In a high

severity product recaflituation, brand commitment will backfire, augmenting consumer
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negative responses. Adopting Ahluwéi@2000) logic, therrguedhat highlycommitted
consumers are more likely to engage in biased processing of the negative information and
counteraruge #negativeinformation when the product recall is of low severity level, leading to
brand commitmeid buffering effect. However, when the product recall is of high severity level,
the negative information becomes difficult to counterargue and biasedgrages impeded.

They used Olives (1993) disconfirmaticexpectancy paradigm to argue that highly committed
consumers will become especially disappointed in the face of a severe product recall and the
intensified incongruity lead to augmented consunegative responses.

Similarly, Einwiller et al. (2006palso identified crisis severity as a contingency variable.
Theyexamined the role of consurresmpany identificatiomn the negative publicity context
andthey found thatidentification can only atterate the negative effects of moderately negative
information but does not mitigate the effects of extremelyativepublicity. Drawing from
Kundas (1990) motivated reasoning theory, they argued that strongly identified consumers are
motivated to protecteir initial attitudes and tend to engage in defensive processing. However,
the extremely negative information is highly diagnostic and difficult to counterargue, therefore
defensive information processing is impeded duadafety cushion from strorigdentification no
longer existsHess Jr. (2008) investigated the effect of firm reputation for service quality on
consumeresponses to service failures and he found the same result. THatfigrang effect
was observed in their experimental studyhstiat consumers have less negative responses when
the erring firm has a higher reputation éurality service. However, this buffering effect is
attenuated with the exacerbation of service failures.

The contingeay role of transgression severity was atdiserved in businegs-business

market. In a study examining the effects of relationsbipmitmentn a business$o-business
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context, Ganesan et al. (2010) found that both calculative and affective commitment can provide
a buffering effect against incurant supplies tisbehavios but only to a limited degree. When
the transgressions become conspicuous, the relational rent from commitment can no longer
shield the misbehaving supplier and will even backfire when the incumbent supplier is involved
in flagrant opportunism. ffley explainedthis phenomenon using the assimilation and contrast
framework from social judgment theomrguingthat when the transgssion are mild, the
misbehavios will be assimilated to the previous attitude anchor and be perceaiVessaof a
transgression. But when a stimulus is sufficiently discrepant from the previous anchor (i.e., a
severe transgression), a contrast effect will occur, leadimgetosifiedadverse effect from the
misbehavior In the same&ein, Antia and Frazie(2001) also observed the similaufferingand
amplifying effects in a franchising relationship context. Winelationshipis of high quality,
franchisors are more tolerant of franchigeaslations and tend to exert less severe enforcement
responses. However, thislationshiprentwill backfire when transaction specific violations are
involved. That is, when a transgression is outrageous and interfirm interactions are more
cooperative,fanchisors tend to enforce harsh sanctions.

In addition, the contingency role of crisis severity has also been proved inrgkdtes
crisis. For example, Ingram et al. (2005) found that highly committed consumers tend to forgive
a firmé unethical marketing behaviors when tleeceivedcharm is low, but they become
especially disappointed and the negative responses intensified when the perceived harm is high
from the firm unethical behavior. They explained that when the magnitude ofrff@aeases,
consumers armorelikely to feel an act of unfair and no longer can defend the erring brand
regardless of their commitment levil.the same logicSchmalz and Orth (2012) demonstrated

that consumer brand attachment can provided a bufferiagt @fgainst firm unethical behaviors,
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but only when the@egativeinformation is moderately rather thaxtremely negative. They drew
from motivatedreasoningheory, arguingthathighly attached consumers are more likely to
engage into defensive reacticrsd discount the negative information, but this defensive ability
will lose its magic powawrhen the negative information becomes too diagnostic too discount
(Kunda 1990)

Except for crisiseverity other contingency variables have also been identified
previous brand crisis literaturdgsing two scenaritbased experiments, Brady and his colleagues
(2008) examined the role of brand equity in a performance failure context, and they found
consistent result that high braaduitycan lead tanorefavorable customer satisfaction and
behavioraintentions in both product and service failsoenariosHowever, consumers
downgrade brand evaluatiottsa greater extemnmediately after a failure episode. Their
findings indicate that whether brand égus an asset or liability in a performance failure
context is contingent on the timing of evaluatigtein and Dawar (2004pundthat firm&
corporate social responsibility level can also work essarvoirof goodwill in a producharm
crisis, effetively attenuatinggonsumer negative evaluations. Using attribution thebey, t
argued that consumers assign less blame to firms with high CSR levels in a-b@ductisis,
but this buffering effect is contingent @rhether consumers are CSR sensitimea similar vein,
Vanhamme and Grobben (200&¥ified firm CSR involvement history as another contingency
variable. They found that firm CSkvolvementcan help to protect companies against the
negative effects from negative publicity only when firmasédlong CSR involvemeihistory,
while a short CSRiistory may backfire due to consumer skepticism. In addition, other factors
such as crisis relevance, gender, processing style as well as brand personality have all been

identifiedto work as contingencyariables, moderating consum@rssponses toegativecrisis
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information (Dawar and Lei 2009; Laufer and Gillespie 2004; Monga and John 2008; Aaker et al.

2004).

3.7.5ummary

Previousstudieshaveexaminedhe role of various factors in a brand crisis context, such
as brand commitment, familiarity, expectation, attitude certainty as well as reputation, yet the
role of an important marketing constructstamerbased brand equity, inreonroutine brand
crisis context hasarely beerexplored Although there are a few studies that examined the role
of brand equity in a crisis context, they all suffer from some limitations that will constrain our
understanding in this important phenomerféor. exampleSeo andlang (2013tuded brand
equityds effect in restaurant food crisied Rea et al. (2014) examined the role of brand equity in
personal computer industryetbothstudesfailed toaddress the complexity of brand equity
effect. Another exception iBradya nd hi s (2@08) stedg anbransl équiyeffect in a
performancdailure context yettheir phenomenon was ndtrectly related to the key domain of
brand harm crisis.

We reviewed théhree major strean researchn thebrand crisis liteature and the
relevantfindings are far from consensu3n one handbrandequity may provide a buffering
effect as consumers may engage into biased processing and discount the negative information
towards a strong bran®n the other handrand equity maglsolead to @ amplifying effect
because consumers tend to feel especially disappaotetb their high expectation about a
good brandIn addition, the role of brarefuityin crisis context maglsobe contingent on other
contextualffactors such as crisis severity or crisis tyMhile the extant literature provides

important insights and perspectives, we feel that a bagglmdwork is needed to lay the
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conceptual foundation of both the buffering and amplifying effects in@al&di brand equity,
crisis type, and crisis severity. In turn, s@duct focus group studies which aington a better

understandin@f the role of branequityin abrand harncrisis context.

4. FOCUS GROUP STUDY

In the focus group studies, we intend gargsome preliminary insights as to whether
brand equitys an asset or a liability and ha@ensumersnayrespond differently to the same
crisis that happens to different brantisso doing, we attempt to address bloeindary
conditions thatvould restrict brand equitg effect anaéxplainwhy. The purpose of the focus
group study is to provide some baseline information and insights concerning our theoretical
framework and hypotheses development.

Given the complex nature bfandharm crisesa qualitative study is aaturalapproach
to gain some insights and provide some preliminary answers to the aforementinneths
(Shah and Corley 2006). According to Qualitative Research Congslfssgociation (2014),
gualitative research is designed ¢éveal how people behave and why they behave as they do.
Though descriptive in nature, this type of research can be very useful in testing alternative ideas
as well as allowing new or unanticipated ideas to be explored (Green and Thorogood 2013). In
addition, qualitative research study has been widely proved to be an effective preliminary
method tdfacilitatethe design of survey instrumentsguantitativeresearch (Hair et al. 2006).
The purpose of thqualitativestudy in our research is to gain someghss about the
inconclusive role of brand equity inb@andcrisis context, to identify newontingentconditions,

as well as tdacilitate our hypotheses development aexperiment design.

25



Focus group approach is used as the data collection method fualitative study. It is
essentially an interactive grodjscussioron apredeterminedopic by a small group of
participants and guided by a facilitator (Bristol and Fern 2003). Unlike traditional group
interviews, instead of the interviewer askingteparticipant to answer a question in turn,
participants in a focus group are encouraged to discuss with each other regarding topics that
interest the researchdrhat is, focus group is based on group discussion and interaction rather
than individual pait c i p a nt 6 sKitzogenil®a5)Anhdghisfigroup effecbis the
distinctive strength of focus group sutiatit helps researchers to tapgo the group dynamics
and generate richer and deeper data thart@nae interviews. It makes a focus group more
than the sum of separate individual interviews. Thi®up effead is manifested by participarits
guery and explanations to each other gr@up setting, which offers valuable information about
the consensus and diversity within the group (Morgan 1996). Therefore, focus group should be
especially useful when addressing complex behaviors and motivations in a social comtext. A
this is exactljthe reason we choose focus group method in this research because negative brand
publicity falls into this type of context. Consumers often have very conflicting beliefs and
motivations when faced with negative information and the mass media coveragadmises
renders the social dimension on this research topic particularly sé@lldotvalia et al. 2000;
Rhee and Hauwekild 200§. Therefore, focus group method fits our research context well and
ités considered as an appropriate method in this r&sear

Although Merton (1987) criticized that causBect relations cannot be made based on
the evidence fronfocus groupstudiesdue to small sample size and unreliable results, and Bristol
and Fern (2003) argued that focus grdigzussiormay lead to dipolarization effeai’

peoplds attitude become more extreme after group discussion, the usage of focus group in our
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research should be largely immune to these shortcomings. The application of focus gnsup in
thesisis limited to early, exploratory stage such as hypotheses development and experimental
design, so the verification on causiect relations as well as the measurement on attitude are

left out fromthis focus group study andill be testedn the following experiment studies.

Therefore, the potential problems of focus group method should not pose a serious threat to our

research.

4.1Focus Group Procedure

In this research, we conducted two focus groups with 19 participants, with each group
consisting of tenrad nine participants respectively. Adspondentsiererecruitedthrough an
online research participation system or through flyers posted on camgp@aaadian university
Sincethetarget is general consumers, there are no specific restrictionseoiacon the
recruitment of participants. The participants were recruited through a four week period in the
summer of 2014 and the two sessions were conducted over a two week period in a seminar room
ata CanadiatJniversity during the same summer. The dssion lasted for approximately 1.5
2 hours for the two sessions respectively. After each session, subjects were debriefed.
Participants either received $10 caskextra course credfor introductorymarketingcourses as
a token of compensation foretin time. In addition, dinner is served after each session and a $20
valued gift card is also distributed to one of the participant within each group based on fair
drawing asan additional incentivelhe average age of the participants was 25.3 yearsngang
from 197 51 years of age. In terms of gender, there were 10 females and 9 males in attendance.
Participants also come from a diverse cultbadkgroundvith 31% Canadian and 69%

international students from seven different countiseg{able 1a andb).

27



e R R R
_ InsertTablelaboutdere = =~ -
(T Y Y N N Y Y Y I I
The design of the focus group is in accordance with previously estabfishesl of
thumid. The number of participants in each session is withistiggesteciumber between six
and ten tensurethe group is large enough to gain a broad perspective as well as small enough
to avoid disorder. Although it has been suggested to keep participants in each group with the
same gender, age range and cultural backgsotmensuréhatparticipants feel comfortable
discussing with each other, it should not be a serious problem that we randomly split participants
into two groups because group homogeneity was expected to be maintained by using a student
sample (Morgan 1997As suggestethy Morgan (1998), one moderator facilitated the discussion
and one research assistant was present to help distribute materials along the discussion as well as
takingnotes. In conformity td&itzingerGs (1995) suggestions on focus group glesasemi
structured question route with opended questions was developed to guide the focus group
discussion covering topics such as particip@mactions to various real and fictitionsand
crisisscenariostheirexperiencesand thoughts in bBrandcrisis context; attributions they made
in differentbrandcrisis scenarios; and factors important in evaluating a brand (sdsis
Appendix1).
The study was approved by the univei@&tsesearch ethic board, and all the participants
signed informeatonsent prior to focus group participatidio. the best of our knowledgthere
wereno evident conflicts of interest in regards with the planning, conduct, analysis, or the
interpretatiorof the study results. In each session, participants were firsbmel and the
moderator introduced the conventions of focus group study to participants. Then under the

guidance of the moderator, they were encouraged to talk about their experiences and thoughts
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about any brand crisis they can think of as well as soalaneffictitious brand crises prepared
by the researchesée Appendi®). The discussion lasted for about 2 hours in the first session
and 1.5 hours in the second session. At the end of each session, participants were debriefed and
were specificallydirected to the fictitious crisis article and told that it was made up by the
researcher.
e R R E R
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The discussion for both groups were audio recordedrandcribedrerbatim with the
knowledge of the participants, resulting in a 212 minutes audiotape and a 21,836 words, 67 pages
document as the basis for our analysis. The data was thematically cogethbuzédy the
researcher (Boyatzis 1998). The transcript was then repeatedly revemeade sure all the
themes and patterns in regards with our research interest are covered. Three major themes related
to ourresearchnterest emerged upon analysis and the following discussion will proceed based
on the three themdsbrand equity, crisisype and crisis severity. Some peripheral findings are
also discussed after the three major themes. To cidadiyatethe findings, verbatim

anonymous quotes will be used in the discussisau@onames are used for the quotes to

protectparticipantéprivacy.

4.2 Focus Group Results

4.2.1. The Role of Brand Equity

Comparing participanfsesponses towards similaiseshappenedo low- versus high

equity brands, the resulsrongly suggest that respondents reacted very differently towards
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different brandsn abrandcrisis contextThe fibufferingd perspective is supported in the finding,
such that participants are more likely to perceive the sameltaisenedo a good brand as

less severe and relevant, attribute the problem to external factors outsidsifassocited
brandand perceive the transgression as atone anomaly In contrast with a lovend brand,
respondents tend to defend a reputable brand amddigicogent counterarguments against the
negative information. For example, when discussing about a potential fire hazard problem with

Sony:

AAnd you dondét know whether itds the electric c

fault, butthenewd o e s n o6t consider other factors such as

I guess it just | ooks at one side of the story.
il think ités just something unfortunate happen
fairly reputable brandil he bott om | ine is | dondét think their

think ités just a bad day for Sony. o0 (Alice, 51

However, in another session where participants were exposed to the same fire hazard on a

different brand Insignia, they had veryiffierent responses:

il 6m not s ur(lpecauss)e dalawwa yasl It hciunzk | nsi gni a has cr a
just getting another recall. I mean, they donot
everything and have p#or quality control.o (Jac
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This finding is within our expectations. As aforementioned irlitbeturereview,
literatureon negative publicity hamxaminedsome related constructs such as brand commitment,
consumeibrand identification, and reputation for quality as wellascbrporate social
responsibility and a buffering perspective has been largely supported (Ahluwalia et al. 2000;
Einwiller et al. 2006; Grunwald and Hempelmann 2010; Klein and Dawar 2004).

However, participants did not reach consensus regarding brartgdedpuffering effect.
Our findings also indicate that there might be some boundaries constrainmgféreng effect
from high-equity brandIn some situations (e.g., BWisirecall due to safety issues and Agple
price fixing scandal)participants stpped defending strong brands and started express strong
disappointments:

~

ilt strikes me really hard that BMW al so ha
German brand and German brands are known as superior to American brands. | mean their
products are not cheap. We pay a huge premium price for the feeling of safety. | can
understand if the problem happened to Toyot

(Alex, 27)*

Al didndét think Apple would do such a thing
reputable brand. You know, you pay good mon

do something out of respect like this. | mean for a different company Incheratand, but

not Appl e. | am vePy surprised.o (Ashley, 2
'This comment is based on a real news video about
https://lwww.youtube.com/watch?v=jJOPRFHEhwo
2This comment is based on a real news video about

https://www.youtube.com/watch?v=ckv5nBGuJs8
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In summary, based on the findings from focus group study, it turns out that overall brand
equity does provide a safety cushion against the negative effects i@nderisis to some
extent.However, the buffering effect is not without limitations. The findings suggest that
participantnegative reactions may intensify for a good brand in some situations, indicating the

existence of some important contingency variables (e.qg., crisis semedlityrisis type).

4.2.2. The Role of Crisis Severity

Crisis severity is one of thmostcommented topics in the discussion session. Participants
tend to evaluate a crisis based on the seriousness of the wrongdoing. Consistent with intuition,
participants have stronger negative responses and feelings when they perceive a crisis as more
severeThis finding is also iraccordancevith previous literatures on service failaed
relational transgressions in B2B environmg@éss Jr. 2008; Ganesan et al. 2010). More
specifically, participants indicated that they perceived a crisis as especiallg séhen the crisis

involves deaths:

=i

So I guess when it involves human | ives, peopl

filtds kind of sad. I mean fatality al-ways has a

catching and (Bmmael)i mpactful . 0

Another finding regarding crisis severitytigtparticipants are less likely to defend any
brand against a very severe crisis. They tend to attribute the problem exclusively to the involved

company regardless of other contextual factorss iEhalso in line with prior literaturén
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investigating the role of consurmeompany identification in negative publicity context,

Einwiller et al. (2006) also argugkatextremely negative information can be highly diagnostic
and people find highly dgnostic information difficult to counterargue even if they are

motivated to do so. In addition, our finding suggests that even when participants can find some
excuss forthe crisisassociated branthe defensive arguments can barely reverse their negativ
opinions:

~

il donét want this wield, myisstteerriiooussi smeoautt bfrreoank
so disgusting and scary. Now | have very negative opinion even though | know that it
happened to hundreds of companies before. But just knowing thath my g o d, Il donot

this chickend (Thomas, 25)

To summarizeour findings suggest that consumers will have extremely negative
opinions and feelings towards a brand when an extremely severe crisis happened, especially
when it involves death. Underis situation, consumers are unlikely to defend the erring brand,
and even they do, the defensive move may not be ablgigatetheir negative responseshis
indicates that crisis severity may serve as an impoctarttngentcondition inexaminingthe

role of brand equity in Brandcrisis context.

4.2.3. The Role of Crisis Type

The scarcity of literature on valtrelated crisis is one of the major reasons that we
conducted this exploratory focus group study. That is, one of the purposes of this study is to

understand how consumers respond differently in a performratated versusaluerelated

33



crisis. First, we found that participants perceive most vedlaged crises as less personally

relevant and severe:

il f something affects me as a person, I|ike Mapl
| think it was Toyota, theytay with you. But the copyrighgroblemy t hat 6 s not gonna

with me.o (Matthew, 24)

Second, unlike in performanceelated crises, participants amelikely to defend against
thenegativeinformation in a valueelated crisis. They tend to accept tregativeinformation at
face value and attribute the fault entirely to the involved brand. Folkes and Kamins (1999) also
argued that ethical information is perceived as more diagnostic than product attribute information.
In addition, some participants egssed a feeling of betrayal when a brand is involved in a

unethical conduct:

il remember when Common Beauty said they do not
Il ying. I felt |Iike they betrayed Wwaenestl t 6s just

just dondt want any products from this brand an

Third, participants expressed that they expeatefrom a good brand than a leend
brand in regards with ethical conducts. Respondents believe that affluent firms shouldrake
social responsibilities because they are able to dohs®islin accordance with the proverb
fiwith greater power comes greatee s p o n sAis & resuli, dubjeats expresskedtthey felt

especially disappointed when a highuity brand is involed in a valueelated crisis:
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Aiwell, although it is true that every company s
reality, it just comes natural that you will expect more from a premium brand like Sony. |
mean if Sony cannot meet the ethican d ar d , I would not expect othe

(Ryan, 313

Overall, the findings suggest that consumers may respond to different types of crises
differently. Whereas a buffering effect has been observed in performaated crisis, this
effect isno longer evident in a valtrelated crisis where people tend to blame an erring brand
exclusively. Tis indicates that crisis type may serveaasthercontingentcondition in

examining the role of brand equity in negative publiciyptext

4.2.4. Other Findings

First, participants indicate that a brand crisis almost always has a negative effect on their
opinions. This is consistent with most previous literature that negative publicity is always
devastating, damagirgvariety of marketing measurents(Van Heerde et al. 2007). Although
sometimes respondents started defending an erring brand and blamed other parties for the fault,

they did mention that the involved brand should still be responsible for the problem:

inYes, may be t he ureavhen theylprodgogd thegproduasi mayba the

media exaggerates the problem. But at the end of the day, they are the ones who produced

the product s, so | guess they sHAould take respo
*This comment is based on a fictitious newsPaper articl
*This comment is based on a real news video about BMWS?H s

https://lwww.youtube.com/watch?v=jJOPRFHEhwo
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Second, some participants questiotiezlvalidity of a product recall asaisis. While a
product recall is portrayed as a negative publicity in the focus gresjpondents raised the
concernthat a product recall can also be perceived as positive in wigizimpanyhandled a

potential priolemresponsibly especially when a recall is voluntary.

nwell, according to me, the time when they sell
some faulty parts on the cars. Later on, they fixed the problem and recalled the cars. Well, it
doesomdd $o0ke negative news to me. | would say t

277

Third, the more common a problem is perceiveldappenn the whole industry, either
performance or valueelated, the less likely participants will blame the involved company and
consequently the less negatively they will perceivectissinformation. Lei et al. (2013) have
identified baseate informatia (i.e., how common a focal behavior is among the population of
interest) as an importafdctorin moderating consumeyblame attribution in negative publicity

context.

il am not surprised at all . |l t 6s ¢.lugsess t oo € ommo

every company is doing this, but Sony is the one who get caught. (JesSie, 24)

Another key factor influencing participadtesponses towards a brand crisis is the way a

company addresses the problem. Very often, the responses matter more than the problems per se.

*This comment is based on a real news video about GMO&s
https://www.youtube.com/vteh?v=uFzk_MteN_U
®*This comment is based on a fictitious newsdPaper articl
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Postcrisis response and communication has long been established in graduatrisis
literature as a key drivén repairingtarnishedorand evaluations (Siomkos and Kurzbard 1994;
Pearson and Clair 1998)

~

il dondét think the problem with BMW cars matter
the way they respond. | have very negative feelings because it seenielilkare forced to

issue the recall. | mean, itdéds common that cars
stop buying cars from a brand because it has de

they responfd.o (Jordan, 30)

Although these fidings are not directly related to our specific research interests, they do
provide valuable insights and some caveats for the following experimental design. For example,
since we are interested in examining consudresponses towards a brand crisis rdlgas of
response strategies, how to minimize the confounding effects from inferred firm responses
becomes an important issue in our research design. Based on the findings from focus group, at
least we know that product recall might not be the perfegs @egnario since it implies a
responsible firm response. Instead, a scenario witbra inconclusive firm respons@ouldbe
preferredn the experiments. In addition, since participants perceive a highly common problem
as not at all diagnostic (e.g.,gudabor practice), such a common problem may fail to serve as a
valid brandcrisis.As per our definition on brand crisis, a valid crisis context is achieved only if
the incident is welpublicized and can serioudlyreatera brands key propositionsThus we

should avoid using overly common problem as focal crisis in the following experiments.

"This comment is based on a real news video about B MW ¢
https://lwww.youtube.com/watch?v=jJOPRFHEhwo
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4.3Focus Group Discussion

Though preliminary in nature, the findings from our focus group study do provide us a
better understanding on brand eqdstyole in diffeentbrandcrisis contexts. Two key potential
boundary conditions crisis severity and crisis type, have been identified based on the findings,
and the insights gathered from this exploratory study also laid down the foundation for the
following hypotheses development as well as the experimental design.

We found prelimmary evidence supporting tiibufferingd perspective, that is, brand
equity does provide some protection agatestsumenegative responses in certain crisis
contexts. However, this shield from brand equity is not without limitationsfi@dings also
indicate that in some situations, brand edsifinalo effecd may disappear or even backfire.

This suggests the existence of some overlooked yet important boundary conditions which can
erase or even reverse the buffering effect from brand equitpranalcrisis context.

More importantly, we also identified two potential contingency variables deserve looking
into T crisis severity and crisis type. According to our results, when confronted with an
extremely negativerandcrisis, consumers tend to have vaggative responses and feelings,
and thefihalo effech from a good brand seems to be no longer evident. This suggests that crisis
severity might be one importacdontingentcondition thatmoderats brand equit§s effect in a
brandcrisis contextln additon, we also observed that consumers are more likely to blame an
erring brand and feel a sense of betrayal in a valaged crisis regardless of braaguity,
indicating that crisis type maybe another importamitingentcondition such that there migltte
gualitative difference in brand equityrole in a performaneeersus valugelated crisis.

However, it is worth noting that no caustect relations or any generalizations can be

reliably madesolelybased on the findings from this focus group gtdde to small sample size
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(Merton 1987). Therefore, we strictly limit the application of the findings from this focus group
study to hypotheses development and experimental design. Any conclusions about causal

relationships or hypotheses verification viaét based on followingxperiment studies.

5. HYPOTHESES DEVELOPMENT

It has been well documented that consumers$i@gnitive misers, and they tend to
minimize their cognitive effort and resort to some mental shortcuts for effortless decision making
andjudgment Lynchet al.1983; Petty and Krosnick 1995chwartzet al. 2002). Based on this
rationale selective informatiomprocessing literatursuggest that people tend to simplify their
judgment formation and evaluation process by selectively attesnabtaveigh heavily on
information consistent with prior beliefs while counterarguing or neglecting challenging
information (Frey 1986). In the samationale motivated reasonintpeoryalso contenslthat
people are motivated to reach conclusions that@rsistent witttheir prior attitudes and they
tend to engage into biased processing to formulate illusory justifications for their desired
conclusiongKunda 1990) This logic isessentiallythe same witlanchoring and adjustment
model of belief updating ich suggests that initial impressions serves as an anchor to pull
revised beliefs towards the existing end (Smith and Bolton 1998; Hogarth and Einhorn 1992).
Based on thisogic, Judd and Brauer (1995) further sugdbatextreme attitudes are less
suscetible to persuasion attempts than less extreme attitudes, indicating that people with more
extreme attitudes are mdikely to maintaintheir prior attitude by selectively processing
consistent information armtiscountingchallenging information. RecegtlPham and
Muthukrishnan (2002) have explored the underlying mechanism for such biased processing and

they found that when people encounter new information that challenge their existirdg
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they first search in memory for the most diagnostic areVagit preattitudinal information to
defendtheir prior attitude.Therefore they suggest that readily accessible gitd¢udinal
information should helpo pull judgment towards existing belief and reduce the impact of the
inconsistent challenging information.

Along with this rationalebecauseustometbased brand equity is conceptualized as
positive and accessible brarelated knowledge in consumérsemory, when a higlequity
brand isunder attack by negative information frorbrandcrisis consumer8prior direct or
indirectexperience with the brand will allow them to retrieve pattitudinal information easily,
which in turn will be used to disiss the negative information frombsandcrisis as much as
possible This defensiveeactionwill help to insulate a higlequity brand frontconsumer
negative responses from a cridisis logic is buttressed by most previous studies adopting the
fibufferingd perspectiveas we reviewed befo®awarandPillutla 200Q Cleeren et aR008
Brady et al2008. This is also consistent with the findings in the focus group study where
participants tend to search for more excuses to counterdrguegative information when a
high-equity brand is involved in a crisis.

Although this biased information processing mechanidabisleddifferently in previous
studies such as assimilation, defensive bias or confirmatory biasgtif@nisms aressetally
the same, that isyhen consumers encountexgativeinformation about a good brantiey are
motivated to retain theprior attitude andend tocounterargue the disconfirmimgessage
(Sherif and Hovland 1961; Edwards and Smi#96; Kundal990;Jain andviaheswarar2000)

However,we recognize that brand crises are not homogeneous events and the gkverity
differentbrandcrises can vary significantly. Previous literatures as well as findingsduom

focus group study indicatbat the buffeng effect from a strong brand should reach its limits
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when the magnitude of the severity of a crisis reaches certain breakingepgifiQwiller et al.
2006; Germann et al. 2014). That is, even though consumers are motivated to defend against the
negative information, this toleration is only up to a certain point. When the negativity of the
information increases (i.e., a crisis becomes more severe), consumers will perceive the negative
information as too diagnostic to counterargue and start to abeepeégative information at face
value. This is in accordance with motivateelasoningheorywhere Kunda (1990) denoted that
motivated reasoning is not without constraint. She proposed that even when people are motivated
to arrive at a particular conclasi, they still need to construct some justifications to maintain an
illusory rationality forthedesired conclusiond hat is, biased processing is constrained bysone
ability to summon up necessary evidence to support desired conclusions. When this process fails,
people will have to accept the undesirable conclusion at face value. Extremely negative
information has been demonstrated to be highly diagnostic and thighitbe impossible for
consumers to gather stroegough evidence to dismiss the extremely negative informgiiem
etal. 1991)

Furthermore, wauggesthat when faced with extremely negatiméormation not only
will the immunizingeffectfrom brand equity disappeabut the dark side of brand equityay
show up. It is conceivable that consumers expect more frorrestablished brands due to prior
direct or indirect positive experiences. Therefore, wheraadcrisis occurs to a good brand,
peopk may feekspeciallydisappointed. On the other hand, a similar crisis ordquity brands
are likely to deviate away less from consurbestatively low expectations, thus they may be
less upset than if they had encountered the $aaralcrises with hgh-equity brands. This
rationale is consistent with expectardigconfirmation paradigm from satisfaction studies and

gaps model of service qualit@liver 1977; Parasuraman et 4885).Both theories imply that
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customer satisfaction and perceived serguality level are negatively impacted by the gap
between prior expectations and perceived performance. Social judgment theory also suggests a
similar mechanism termed contrast effect in which a subject that is laligefgpantrom a
context will be ealuated as even more deviamthe context$herif and Hovland 1961Brown
andDacin(1997)in their classical study observed suctoatrast effect, finding that poor
product performance will be evaluated even more negative when the product is produced by a
good brandFurther spporting this logic, literatureupporting arfiamplifyingo perspective also
used the disconfirmation of egptation paradigm as their key argumentg.(Seo and Jang
2013; Rhee and Haunschild 2006).

Therefore, wesuggesthat crisis severity shoulthoderate brand equdy effectin
influencing consumeabresponses in larandcrisis context. Specifically, we propose that brand
equity can have both buffering and amplifying effects on consumer negative respénises.
brand equity serves as a reservoir of goodwill in a low sevendydcrisis, it should become a
liability in a high severitybrandcrisis.One thing worth mentioning is that our arguments are
essentially constrained to performanredated crisis context becauyseevioudy reviewed
literatureis almost exclusively focudeon performanceelated crisisSincethe findings from
our focus group study indicates that consumaagrespond differently to valueelated crisis,

we will address valueelated crisis context in the next section.

H1: Brand equity interastwith crisisseverity in influencing consumer responses
such thatlila) brandequity buffers negative consumer responses in a low severity
performanceelated crisisbut (H1b) brand equityamplifiesnegativeconsumer

responses in a high severity performanglatedcrisis
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H2: The buffering effect of brand equity H1ais likely to be mediated by
counterargumentsindthe amplifying effecof brand equityn H1bis likely to be

mediated by disconfirmation of expectation

6. EXPERIMENT 1

The purpose dExperiment lis to test theawo hypotheses proposed above. Specifically,
we aimto investigate the role of brand equity on consudr@sponses in a performancdated
crisis context. We expettat brand equityvill attenuate consumer negative responses in a
moderately severe performancedated crisis, but in an extremely severe condition, brand equity
is expected to intensifgonsumenegativereactions. Process explanati@msalso examined in

this study.

6.1 Participants andDesign

One hundred and thirty seven participants feo@anadian universifyarticipated in
Experiment 1 for extra course credit. Subjects were recruited through anreskaech
participation system and flyers posted on campus. Their meameasg2l.61 years with a range
from 18 to 29 years. Gender was almost evenly split at 52% males and 48% females, respectively.
The predominant ethnic origin was Caucasians at 60 percent, followed by South Asians, Asians,
and African Americans. Theskemograhic variables were also checked across different
experiment conditions and no significant differences were identfi€d(brand equity: high
versus low) X2 (crisis severity: extremely severe versus moderately severe) befulgents
design was used Bxperiment 1. Brand equity and crisis severity were manipulated. The

manipulations were developed based on a series of pretests.
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6.2 Stimuli Development andPretest

A pretest was conducted to identify the target product category as well as {famtbw
high-equity target brand. Forty two students,gM 20.83, 47.6% femalgarticipatedn a
pretest to fill out a short questionnaire asking about their ownership of, and familiarity with
variousproductcategoriesWe also measured thegierceivedorand guity on various brands
within each product categoryhe measurement on brand equity is adapted from existing scales
(Yoo and Donthu 2001; Brady et al. 20@8¢e Appendix). Based on the pretest, television was
selected as the target product categoegausestudents in the subject pool (introductory
business class) were familiar with this categ®fyamiiar= 4.90/7 (4 L)t rom 4 = 4.06, p < .001
1 = Not At All Familiar to 7 = Very Familiar). Also, thirty nine out of the forty two respondents
indicated that they currently own a television. Television was also chosen as the target product
category in previoulteratureon productharm crisis wher the use of television was justified by
stating that the respondents were fairly familiar with this prodatetgory(e.g.,Ahluwalia et al.
2000). As for the brand equity manipulation, Sony was chosen as thedugi brand and
Insignia was chosen dset low equity brand (Mhny= 5.76, Mnsignia= 2.93; p < .001).

Low and high severity performancelated crisis articles were developed through a series
of pretests. e findings from our focus group suggest that a less common crisis should be used
to ersure the validity of a crisis context. In addition, sinceresearchs interested in
understanohg consumer8responses to crisis information regardless of firm response strategies,
the crisis article should not mention or infer any firm response gieateo avoid such
confounding effect. Thus, the performasredated crisis scenario we used wastrayedas an
incident inwhich a defective part in a television can overheat and catch on fire. This is a

relatively uncommon problem and no informationamling crisis responses was mentioned in
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the article eitherexplicitly or implicitly. Since participants in the focus group study indicated

that a crisis is perceived as more severe when it involves deaths, we manipulated crisis severity
by varyingthe number of deaths and injuries involved in the incideee(Appendid4 and15).

In the final pretest, 24 participantd {;c= 21.88 54.26 femalg were asked to read a recent
newspaper article on the Global and Mail regarding a fire hazard problem with Sony. Either a
high severity or low severity article was randoragsignedo respondents. After reading the

target article, participants were askedill out a shortquestionnair@ssessing their attitude

towards the target news article including crisis severity, whether they perceive the article as more
related to product performance or ethical conduct, their familiarity with, attention pardito, a
believability of the newspaper artiqlgee Appendi®, 11, 12, and13). Crisis severity was rated
considerably higher in high severitgnditionthan in low severitgonditionas intended (Mgn =

6.03, Mow = 4.11; p < .01). Also, all subjects idered the target article as related to product
performance rather than ethical conduct. In terms of the negativity about the news message,
participants were asked to indicate to what extent they perceive the news article as negative
towards the brand desceh in the article (1 = Not At All Negative, 7 = Very Negative). The

ratings were significantly higher than the theoretical midpoint 4 for both conditiofs €v5.96,

Miow = 5.50; all p <.001) but does not differ in terms of extremity across theevarity
conditions(Mnigh = 5.96,Miow = 5.50; p > .37), indicating that the target articles were

successfully manipulated as negative information. Moreover, the articles in both conditions were
also rated as equivalent in familiarity ¢y = 2.08,Miow = 1.91; p > .73), believability (N

=5.08,Mow = 5.33; p > .64), and participadiavolvement (Migh = 4.88,Miow = 4.21; p > .18).
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6.3.Experimental Procedure

Subjects were randombssignedo one of the four conditions in a 2 (brand equity: high
versus low) X2 (crisis severity: extremely severe versus moderately severe) betulgents
design. We ran participants in small groups (from one togatticipant¥ in a research room.
Upon arriving at the research facility, participants were inforthatithey were here to
participate in a media study conducted by business school in collaboration with depaftment
communicationThe purpose of the study was to evaluate some recent newspaper articles
(Ahluwalia et al.2000. After signingthe informedconsent, participants were first asked to
provide their evaluations on five TV brands (one target brand and four filler brands). The filler
brands served to reduce the likelihood of excessive attention focused on the target brand.
Questions in the questinaire included assessments on brand equity, brand attitude, brand trust
and brand purchase intention, which were all adapted from existing sEdeApendi8 i 6)

(Yoo and Donthu 2001; Brady et al. 2008; Ahluwalia et al. 2000; Dawar and Pillutla 2000;
Puzakpva et al. 2013participant8brand evaluatiosbefore exposure to target articles served as
the baseline measurements. To control for position efféngtarget brand was always in the

third place(Mantonakis et al. 2009Yhe questionnaire was followed by a short filler task that
involves some basic mathematic problems solaing ittook approximately 5 minutds
complete(see AppendixX). This filler task was intended to refresh participamtsrking

memory from the basele brand evaluations to minimize one of the limitations in our study
close proximity between the prand postest scoregJamieson and Harkins 2011)

Upon finishing the filler task, participants were interrupted by the researcher and were
asked to reéthe target newspaper article from one of the foanipulationconditions

(Ahluwalia et al.2000. In the high branequity condition, the target brand is Sony, whereas in
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the low braneequity condition the target brand is Insignia. Televisions overihgadnd catching

on fire wasusedas the crisis scenario and crisis severity was manipulated by varying the number
of deaths and injuriesssociatedvith the incidentsgee Appendid4 andl15). After reading the

news articles, participants were asked mash another booklet assessing their cognitive

responses about the target article, followed by the dependent variables measures and
manipulation check variables measug&kluwalia et al.200Q 2002; Roehm and Brady 2007;

Pullig et al. 2006)

Finally, partcipants were administered a suspicion probe and none of the participants
guessed the purpose of our study. The suspicion check combined with a bamweenhdesign
effectively reduced the likelihood of demand effesiimp, Hyatt and Snyder, 1990 After
finishing a brief section on demographic information, participants were debriefed and a feedback
form regarding our research purpose was provided. They were specifically directed back to the
target article in the booklet and told it was made up by trearelser for research purpose only

(Ahluwalia et al.2000.

6.4.DependentMeasures

Brand attitude was measured using five seyeint semantidlifferentialscales
(good/bad, favorable/unfavorable, like/dislike, pleasant/unpleasant, and desirable/undesirable;
Uhre = .971,Usost= .971)adaptedrom previous scales (Ahluwalia et al. 2000; Puzakova 2013). A
mean attitude score was computed to be used in the analysis. In accordance with Aahdvalia

her c o lmethod, gttiteds dhange was computed as ttiereifc& between the baseline

8 Measuring attitude change as a difference raises the issue of whether the difference scores are reliable. Recent
reseach (e.g., Collins 1996) has revealed that difference scores are unreliable only when the pretest (x}estd post
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mean attitude and the pagisis mean attitude for each subject. More specifically, attitude
change was computed by subtracting fmosis mean attitude from thmselinemeanattitude
Specific scales are listed Appendix4.

Brand trust was measured using three s@@nt semantidifferentialscales
(reliable/unreliable, dependable/not at all dependable, and trustworthy/not at all trustalgsthy;
=.952,Uy0st= .966) (Dawar and Pillutla 2000; Puzakova 2083ilar as theoperationalization
on attitude, a mean trust score was computed to be used in the analysis, and trust change was also
computed by subtracting pestisis mean trust from tHeaselinemean trust Specificscales are
listed inAppendix5.

Purchase intention was used to indicatebigavioradimension on consumer responses.
Though criticized in previous literatures as a flawed indicator on consumer actual buying
behavior, it has always been one of th@stcommonly used proxies for measwgiconsumer
behaviors. In this study, purchase intention was measured using twepsgvehikert scales
(ANext time | buy a TV, | will take (brand name) into consideratighcan image myself
buying a (brand name) Ty1 = Strongly disagree to 7 = Stgly agree{he=.958,Uost= .979)
(Puzakova 2013). Same as tEerationalizatioon brand attitude and trust, a mean purehas
intention score was computed sybtracting postrisis mean score from thmaselinemean
scoré®. Specific scales are listéd Appendix6.

Cognitive responses were measured by using a thought listin(sésesRppendi8).

That is, participants were given fiveinutes to list all the thoughts they had while reading the

target newspaper article immediately after exposure to the target article (Ahluwalia et al. 2000).

(y) standard deviations are equal (i.e., oa=0x/0y=1) an
Given our datda}jxep=6.82]16the reliability of difference
°Given our data, & = 1.18 and }xy=0.77, the reliabilit.\
YGiven our dat a, #e reliablity 6 8iffeence scares ig roda s&itius concern for our research.
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All the thoughts were then coded into three broad categories: support arguments,
counterargumest and other thought$he coding was conducted by the researcher and one
independent judge blind to the research hypotheses. There was 87% agreement between the
judge and researcher, and the disagreements were resolved by discussion.

Disconfirmation of gpectation measure was adapted from Ahluwalia et al. (2002). It
consists of three sevgint semantidlifferentialscales (consistent/inconsistent with
expectation, not at all worse/worse than anticipated, and not at all worse/worse than ekjpected;

= .82). Specific scales are listed Appendix10.

6.5.Results

6.5.1. Manipulation Checks

Brand equity was assessed with five sepemt semantic differential scales adapted
from existing scales (Yoo and DontBQ01; Brady et al. 2008) (brand loyalty, brand attitude,
brand image, brand quality, and willingness to;pay (837). Specific items are listed in
Appendix3. Independenttests reveal that participants perceive the brand (i.e., Sony) i high
equity candition hassignificantly higher brand equity than the brand in lequity condition(i.e.,
Insignia) (Msony= 5.48, Mnsignia= 2.54; p < .001). Thus, bramdjuity manipulation was
successful.

Crisis severity was manipulated using venarios developed the pretest. It was
measured using three seveoint semantic differential scales (severe/not severe, major/minor,
significant/not significanttJ= .929) (Roehm and Brady 2007). Specific scales are listed in

Appendix9. Independenttests show that subjects perceive the crisis to be more severe in the
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high severityconditionthan in the low severitgondition(Mpigh = 6.03 Mow = 4.40; p < .001),
indicating that the crisis severity manipulation was effective.

In addition,two severpoint Likert scales were used to check whether participants
perceive the negative news as more strongly related to perforirelated or valueelated crisis.
A pairedsamples-test reveathatsubjects ratéthe crisis as more singly related to product
performance than general firm conducts¢Mmance= 5.90, Mae= 2.85; p <.001). Same as in
the pretest, participants were also asked to classify the news article as either perfoetatette
or valuerelated crisis. All pdicipants except four correctlgentifiedthe news article as talking
about performanceelated crisis. This suggestsatthe crisis was perceived psrformance
related as we intended. The four participants whedad recognize the target news as
performancerelated crisisveredropped out fronfurtheranalysis. In addition, one sampleests
showthatparticipants did perceive all the crisis articles as providing negative information
(Mcondition1= 5.95; t(28)ifter from 4= 9.94, p < .001; Mbnditon2 = 5.57; t(33itter rom 4= 7.94, p
<.001; Meonditions= 5.96; t(33)itfer from 4= 11.05, p < .001; Mnditions= 6.10; t(359ifter from 4 =
11.64, p <.001;), proving the validity of our crisis scenarios. Also, participiamtdvement and
perceivedelievabilitytowards the news artictio not statistically differ across the four
conditions (ps > .10).iRally, the articles are of similar length across conditions and participants
indicated that they were relatively unfamiliar with the nawigle they read in the study.

Specific scales are listed in tAgppendix11, 12and13.

6.5.2. HypothesisTests

Our hypothesis that brand equity would buffer consumer negative responses in low

severity crisis condition but amplify them in high severity crisindition implies that there
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should be an interaction effect between crisis severity and brantyon consumer negative
responses (i.e., brand attitude, trust, and purchase intention chemtgst our prediction, we
perform a MANOVA on attitude change, trust change, and purchase intention change. Brand
equityand crisis severitgreindependent variablesirige brand familiarity and brand
commitmentwere identified in previous literature asykmoderators influencingpnsumer
negative responses irbeandcrisiscontext Ahluwalia et al. 2000; Cleeren et al. 2008), they are
included as covariates in the MANOVA. The Bartietiest of sphericity show a significant
result (Chisquare = 152.48f& 5, p < .001), indicating that the correlations among the three
dependent variablegestrong enough for a MANOVA. As expected, a multivariate interaction
effect between brand equity and crisis sevesigbserved#&= .89, F (3, 125) = 5.32, p <.01)
Since the multivariate main effeot brand commitmente-= .99, F (3, 125) = .28, p > .99) and
brand familiarity(e-= .99, F (3, 125) = .04, p > .88}enot significant, theyaredropped out in

the following analysis.

The individual ANOVAs veriy thattheinteractioneffect between brand equity and crisis
severity manifest on all three dependent variables (attitude change: F (1, 129) = 12.08, p < .01;
trust change: F (1, 129) = 7.05, p < .01; purchase intention change: F (1,129 < .00).

To further explore the interactions, simple effect analyses were performed at each level of crisis
severity. Contrary tély, simple effect tests shotwatbrand equitydoesnot attenuate the

dependent variables in a low severity crisis conditasn (95,F (3, 59) = 1.13, p > .34).hE

results suggest that in a low severity performaneta&ted crisis, brand equity has significant
maineffecton consumenegativeresponses. In another word, whether the involved brand has
low or high brand equity, consuars would change their brand attitude, brand trust, and brand

purchase intention to the same extent in a low sevawitgition Therefore, the hypothesized
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buffering effect fronH1ais not supportedd1b proposed that in a high severity condition, brand
equity will become a liability, amplifying consumaegativeresponses. This propositits
supported. In a high severity performaimetated crisis, a significant multivariate main effett
brandequityis observed&= .78, F (3, 66) = 6.06, p <.01). linctlual ANOVAS show that
consumerslowngradeheir brand attitudeMnigh = 2.12, Mow = 1.19; F (1, 68) 16.19 p <.001),
brand trus{Mnigh = 2.41, Mow = 1.44; F (1, 68) 42.98 p <.001), and brand purchase intention
(Mnigh = 1.92, Mow = .87; F (1, 68) 22.78 p <.001) to a greater extent for a high equity brand
compared with a low equity brand in a high severagdition ThereforeH1bis supported. In
conclusionH1 is partially supported. Although no bufferieffectfrom brand eqity is
identifiedin a low severity condition, the interaction effect between brand equity and crisis
severityis supported. In particular, wiend thatbrand equity will intensify consumer negative
responses in performanceelated crisis but only whethe crisis is of high severity.

T T T T T T ATTTRRTITITTTT i i

InsertFigure 1i 3, Table31 4 aboutHere
N AR N R,

6.5.3. ProcessT ests

We hypothesized that braeduitywould have an attenuating effect consumer
negative responses in a low crisis sevarggdition and we reasoned that consumers tend to
engage in a defensive mode to discount the negative informétmanticipated thahe
counterarguments generated towards the negative news would accahetifgrothesized
buffering effect. Although such a buffering efféxhot supported in our study, wie find that
in a low severitycondition counterargumentremoreprevalent for high equitiprandthan low

equitybrand(Mnigh = 2.97, Mow = .59; t =-7.22, p < .001). This preliminary result suggests that
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theproposed mechanism may work. Thatensumers indeed engage in biased processing in a
low severity condition, but for some unaccounted reasons, this defensive mechanism does not
produce aignificant main effect of brand equity (i.eyffering effec}. Therefore, we conduet
the proposed mediation analysis for the low seveotyditioneven there was no observed main
effect from brand equity on consumer responses charketest whether brarehuityhas an
effect on consumer responses change through consibireessd information processing, we
included the number of counterarguments as a mediatbe effect of brand equity on brand
attitude, trust, angurchasentention change separatelyllewing Zhao et al. (2010), we tested
the mediation by using the bias corestibootstrapgest of the indirect effect. We repeatbd
mediation analysis for all three dependent variables: attitude change, trust change, and purchase
intention change. As expected, the results show that counterarguments significantly mediate
brand equitgs effect on all three dependent variables. Usin@®Glibotstrap samples, the bias
corrected 95% confidence intervals for the indirect effect through counterarguments do not
include zero for all three dependent variables, suggesting that the estimates of the indirect effect
from brand equity to consumer dyations change through countegraments are significant at p
< .05 (attitude change: ab-%£.0395, 95% CI $-1.3647;-.7588; trust change: ab <1.1253, 95%
Cl =[-1.5592;-.7603; purchase intention change: ab.6415, 95% CI| §-1.1566;-.1959).
Therefore, though implicitly, brand equity dolksffer against consumer negative responses in a
low severityconditionthrough number of counterarguments, supportig

As for the high severitgondition we observedraamplifying effect from brand equity

on consumer negative responses, and we reasoned that consumers tend to be especially

1 Although Baron and Kenny (1986) proposed that one of the premises of mediation effect isrdeeedfect of

the independent variable on the dependent variable, it leaschiticized recently by Zhao et al. (2010). Zhao et al.
(2010) proposed that in a competitive mediation, the direct effect and indirect (i.e., mediation) effect both exist but
work in opposite directions, resulting in no total effect (i.e., zeder efect).
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disappointed when a strong brand is involved in a severe crisis. Thus, we anticipated to see such
negative disconfirmation of expectation to mediate the differences inme@nsesponse change
between highand lowequity brands. We repeated mediation analyses by including
disconfirmation of expectation as the mediator for the high seeeniglition As expected,
disconfirmation of expectatiotioesemerge as a significantediator for brand equi

amplifying effect. Following the same procedure, we used 5,000 bootstrap samples and found
that the bias corrected 95% confidence intervals for the indirect effect through disconfirmation of
expectation do not include zero fol thiree dependent variables, suggesting that the estimates of
the indirect effect from brand equity to consumer evaluations change through disconfirmation of
expectation are significant at p < .05 (attitude change: ab = .5955, 95%34B%; .9810 trug

change: ab =.7496, 95% C[4175; 1.2238 purchase intention change: ab = .6185, 95% CI =
[.2831; 1.088P. Thus, consumedslisconfirmation of expectation accountsfor and sequi t y o

amplifying effect on consumeregativeresponses in a high sevgrdondition, supportingd2b.

6.6.Discussion ofExperiment 1

The purpose oExperimentl is to investigate the role of brand equity in a performance
related crisis. In particular, wexaminehow brand equity interacts with crisis severity in
influencingconsumenegative responseshe findings partially suppoH1 As hypothesized, a
significant interaction effect between brand equity and crisis sev@abserved. Thiss in
accordance with theontingencyiew we discussed before. That is, the afierand equity in a
performancerelated crisis is contingent on the severity level bfamdcrisis. Supporting our
hypothesis, wénd that brand equity can become a liability ihighly severe performance

relatedcrisis, exacerbatingonsumer negativeesponses, bothttitudinallyandbehaviorally
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However, a bufferingffectdoes noemerge in a moderately severesis as expectedhe
results indicate that in a low severdgndition consumerslowngrade theievaluations towards
an erring brand tthe same extent regardless of a priori brand equitig. finding is in contary
to some previous studieghere a good brand was advocated to provide sesevoirof
goodwill amid negative publicitypossibly because thougbnceptually related with brdn
commitment or brand familidy, brandequity reflectsmultiple facets otonsumer knowledge
(Keller, 1993), and thus it may work in a different wapm thoserelatedconstructs in &#rand
crisis contex{Ahluwalia et al. 2000; Dawar arRillutla; Cleeren et al. 2008Y his also suggests
that we should not generalize one attitude dimension to anetifeut caution(Petty and
Krosnick1995). OverallExperimentl identified crisis severity as an importaontingent
condition in brand equitg effect on consumer negativesponsesSpecifically, brand guity

will intensify consumer@backlash in a performancelated crisis but only whehecrisis is of
high severity level.

Furthermore, current study alseekgo investigatehe underlying mechanisms for brand
equityds effect in gperformancerelated crisis from a consumbased perspectivResults from
mediation analyses support.lAs expected, in a low severigondition consumers tend to
engage in biased processing,atefing a higkequity brand from the negative information.
Compared with a lovequity brand, consumers have more counterarguments against the crisis
information for a higkequity brand. Although no main effecie(, buffering effect) was
observed from brahequityon consumer responses in a low severity conditt@ntumber of
counterarguments still emerged as a significant mediator accounting for brandseeftetyt on
consumer evaluations change. The significant indirect effect through counterargunpdiets

that brandequity can provide some protection against consumer negative responses in a low
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severitycondition but only implicitly. The opposite signs of the direct and indirect effect from
the mediation analyses indicate a competitive medigtidherefore, there might be some other
mechanisms causing brand equity to augmensumer negative responsesch overshadowed
t h eounierargumesd mechanism. That is, an amplifying direct effect may work against the
buffering indirect effect through caterarguments, resulting in a misleading no effect
observation. As we reasonedtire high severity condition, onglausibleexplanatiorfor the
opposite direct effegs disconfirmation of expectation, that is, consunmaes expect more from
a good bran@nd this high expectation traps a strong brand in a crisis context. Afgtiow
mediation analysis using disconfirmation of expectatiothemediator was performed.
Disconfirmation of expectatiodoes noemerge as significantmediator as expected alow
severity condition. The bias corrected 95% confidence intervals for the indirect effect through
disconfirmation of expectation include zero for all three dependent variables (attitude change: ab
=-.0169, 95% CI $-.1801; .1185 trust change: ab <0196, 95% CI §-.2109; .079,
purchase intention change: ab.8270, 95% CI §-.2677; .1814). Another possible explanation
for the opposite direct effect is that in a crisis context, the negative information creates a ceiling
effecton the low equity brandn other words, because consumers have low expectation about a
low end brand, a lovequity brand may have little to lose in a crisis context, obscuring a high
equity branés buffering effect. Though which mechanisms work mapposite wayarrants
further analysis, our mediation analysis using counterarguments in a low severity condition still
provide valuable insights about the phenomenon under investigation.

On the other hand, in a high severity condition, we hypothesiiesgdhe extremely

negative information from a performansated crisis becomes too diagnostic for consumers to

21n a competitive mediation, the direct effect and indirect (i.e., mediation) effect both exist and but work in
opposite directions, sometimes resulting in no discernable total effect (i.earderceffect) (Zhao et al. 2010).
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dismiss.In this situation, brand equity becomes a liability because consumers feel intensified
disappointment when a higdguity brand is inelved in aseverecrisis. Our findings demonstrate
that dsconfirmation of expectation significantly medstiee amplifying effect from brand
equity, supporting our theorizing.

In summaryExperimentl provides some empirical support for both &hd H.
However, our first study is constrained by its scope. That is, only performalated crises are
investigated in this experimerdiow does brand equity works in a valu@atedcrisis still
remainsto be knowrin the literature. Previous literature brandnegative publicity almost
exclusivelyfocuseson performanceelated crisis due to its preponderanbavar and Pillutla
2000). Withtheincreasinglysensitive public reactions to ethical issues and Benghusiasnon
CSRinitiatives, there is a call for more research on firm unethicalductgFolkesandKamins
1999) We adopted a contingeneiew in examining bran@ q u $ effgctdn a crisis context and
we propose that crisis type may serve as another key contingency variable. That is, the role of
brand equity in influencing consumer negative responses may differ inreddiied crisis as
compared with performanaelatedcrisis. Therefore, we conducted a second study to

specificallyexamine brand equiy effect in valuaelated crises.

7. HYPOTHESES DEVELOPMENT

Although the increasingly frequent brand crises have drawn extensive academic attention,
previous studies almoskclusively atteneldto performanceelatedcrises due to its
preponderancée.g.,Ahluwalia et al200Q DawarandPillutla 200Q Cleeren et aR00§ Chenet
al. 2009 Darke et al2010. The scarcity of literaturen valuerelated crises calls into the

guestion that whether consumer respond to thesédiffeenttypes of crisis contexts in the

57



same manner. The limited extant literatures on vedleged crisis as well as the findings from

our focus group studshedsome lightthat consumers may react differently in a vaielated

crisis, that is, buffering effechay not be evident a valuerelated crisis€.g.,Cookseyand
KuchinaMusina2010; Trump 2014). Trump (201#jund that the buffering effect from

connected consumers no longer exist in a firm ethical transgression even when the misdeed is not
personal relevant.his is in line with our focus group study findings tpatticipants tend to

perceive firm unethical conducts as especidiignosticandare less likely to counterargue

against such negative information, even when they expressed that the cristt ecasidered

as relevant or severe.

Therefore, we suggest that brand equity should not pravidservoir of goodwill in a
valuerelated crsis regardless of crisis severity. In addition, consistent with our discussion on a
severe performaneelated crisis, we propose that braaglitybecomes a liability in a value
related crisis due to tHeeightenedegative disconfirmation of expectatieffect. This dark side
of a good brand has been documented by literaturphitamthropy For example, Dean (2003)
investigated how consumers perceive different types of charitable donations made by companies
with varying levels of reputation, and he fauthat the effect of conditional donatiare(, the
donation is tied with revenugenerating transactionsn corporate image is negatively
associateavith company reputation, such that a conditional donation would increase the image
of an irresponsiblerim but a scrupulous firm suffered a loss of image. Some anecdotal evidence
has also supported such an amplifying perspedtimeexample, after the 2008 Wenchuan
earthquake in China, many large corporates (e.g., Dell and WemkiEonted strong criticism

from the public due to theifismallb charitable donations. The general public intuitively considers
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these large firms as affluent and expects them to take more responsibilities, and this high
expectation becomes a liability anvaluerelated crisis.

We draw from literatures on interpersonal relationships to explain why consumers
respond differently in different crisis contexthat is, unlike in a performancelated crisis,
consumers tend to perceive even a low severityev@iated transgression as highly diagnostic.
Literatures on interpersonal trust revealed that peepletdifferently towards competence
versus integrity based trust violations because there may be some inherence differences in the
way people make dispi®nal attributions about competence versus integrity (Kim et al. 2004;
2006, Reeder and Brewer 1978Forexample, it has been demonstrated that people tend to
perceivenegative informatin as more diagnostic and weigkgative information more heavily
than positive information in the domain of integrity, yet they tend to assign more weight to
positive rather than negatiuwgormationin the domain of competence (Kim et al. 2004, Martijn
et al. 1992). Kim et al. (2004nvestigateccompetence versus imgpety based trust transgression
in interpersonal relationshipsing a schematic model of dispositional attribution. Based on this
model, people may intuitively believe that those with high competence can performance at
various competence levels dependingloeir motivations and other external factors. For
example, even a great baseball player may have a bad day and strike out. Therefore, a single
failure is often discounted as a reliable signal of incompetence because both competent and
incompetent persocan have poor performance under certain situations. However, when it
comes to integripased transgression, people seem to have a very different mechanism to assess
the situation. They intuitively believe that those with high integrity would not engagg/in

dishonest behavior regardless of external situations and only those with low integrity will act

3Competencased r ust is defined as the trustorés perception |
and interpersonal skills to fulfill a task (Butler and Cantrell 1984). Intefriys ed t rust i s defined a
perception that the trustee will agtie to an acceptable ethical standards (Mayer et al. 1995).
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dishonestly. Thus, one single integtitgsed wrongdoing can be perceived as a reliable signal
for low-integrity, just as the old provefionce a thief, alays a thied indicates (Reeder and
Brewer 1979)In their study, Kim et al. (2004) showed that people find intedpityed
transgression harder to forgive than competdrased ones, and using denial is a better recovery
strategy than apology for integribased violations.

Based on this logic, weuggesthat the same schematic model of dispositional attribution
in interpersonal relationship literature should also apply to consbraed relationship.
Therefore, wénypothesize that similar differential responses will be observed in a competence
based transgression (i.e. performanelated crisis) versus integrityased transgression (i.e.,
valuerelated crisis). That is, although consumers may perceive a perfaanedaied crisis as an
anomaly and discount its diagnosticityahow severity situationtés unlikely that they will
discount the impact from valtrelated crisis regardless afisis severity levelggiven that
consumers may intuitively believe onegmunethical conduct diagnostioenough to indicate

thata canpany has low ethical standafichus, we put forward the hypotheses as follows:

H3: Brand equitywill amplify negativeconsumer responses in a vahe¢ated crisis

regardless of crisis sews.

H4: The amplifying effect is likely to be mediated by disconfirmation of expectation

of consumer# avalue related crisis.
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8. EXPERIMENT 2

Experimenf2 was conducted to tesBknd H. In particular weaimto investigate the
role of brand equity on consuméresponses in a valuelated crisis context. Unlike in a
performancerelated crisis where crisis severity served as a moderator, we expect that brand
equity would augment consumer negative responsgavatuerelated crisisregardless of crisis
severity. Process explanatica®also examined in thisxperimentin this study, the design,
procedure, and measures are almost identical Bsparimentl, except that we replace

performanceelated crisesvith valuerelated crises in thiargetnewspaper articles.

8.1 Participants and Design

One hundred antiventy severparticipants froma Canadianniversty participated in
Experiment Zor extra course credit. Subjects were recruited through an oekearch
participation system and flyers posted on campus. Their mean a@d w8gears with a range
from 18 to 3lyears. Gener was almost evenly split at 45% males anth%&males, respectively.
The predominant bhic origin was Caucasians at jg&rcem, followed byAsians,South Asians,
and African Americans. Thesemographic variables were also checked across different
experiment conditions and no significant differences were identliache agn Experimentl, a
2 (brand equity: highrersus low) xX2 (crisis severity: extremely severe versus moderately severe)
betweenrsubjects design was us&hmetelevisionbrands were also chosen to serve as high and
low brand equity conditions (i.e., Sony and Insignidje ©nly exception was thdtfferent
stimui scenarios (i.e., valueelated crisis) were used lExperimen2. The newmanipulation

articleswere developeflased on another pretest.
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8.2Stimuli Development andPretest

Moderately and highly sevewaluerelated crisis articles were develoghdbugh
anotherpretest Though a poor labor practice scenariaswsed in our focus group studige
discussiorsuggestdthatparticipants perceived labor practice problem as ubiquitous and less of
a validbrandcrisis context. Ths, this scenario was abanddrad we designed a racial
discrimination scenario to serve as thget crisis25 participantsMage= 21.24 60% femalg
participated in the pretest fextracourse credit. Thewere asked to read a recent newspaper
article on the Global and Mail regardingagial discrimination problemwith Sony. Either a high
severity or low severity article was randomalssignedo respondentdn the high severity
condition the article depied a scene where employers use racial slurs and derogatory
metaphors to insult AfricaAmerican employees and a law suit had biéed in the courtIn
the low severitycondition African-American employees faced more strict requirements to get
promotedand an investigation wasdd by Fair Labor Associatiorsée AppendiXd6andl17).

After reading the target article, participants were asked to fill out a ghestionnair@assessing

their attitude towards the target news article including crisis sgveditether they perceive the

article as more related to product performance or ethical conduct, their familiarity with, attention
paid to, andelievability of the newspaper artidlgee Appendidl, 12 and13). An independent

sample itest showthatseverityis rated considerably higher in high seveagnditionthan in

low severityconditionas intended (Mgh = 5.75 Miow = 4.33 p < .01). Also, all subjects

identified the target article as relatediton conductrather tharproduct performanceén terms

of the negativity about the news message, participants were asked to indicate to what extent they
perceive the news article as negative towards the brand described in the article (1 = Not At All

Negative, 7 = Very Negative). The ratings were sigaiitly higher than the theoretical midpoint
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4 for both conditions (Mgh = 6.17; t(12)itf from 4 = 8.99, p < .001M 0w = 6.19; t(13)itt from 4 =

8.76,p < .001) but does not differ in terms of extremity across the two severity condiMags
=6.17 Mpw = 6.19; p > .9% indicating that the target articles were successfully manipulated as
negative information. Moreover, the articles in both conditions were also rated as equivalent in
familiarity (Mpigh = 1.08 Mo, = 1.00; p >.30), believability (Mhigh =5.67, Miow = 5.3% p> .45),

and participan@involvement (Migh = 5.04 Moy = 4.92 p> .82).

8.3.Experimental Procedure and Measures

The specific procedures were exadtig same as ifExperiment 1 Subjects were
randomly assigned to ormé thefour experiment conditions and they were run in small groups.
The only exception was that participants readifferent stimuli articlen each conditiorfi.e.,
valuerelated crisis scenario). Same measures were used to collect dependent variables and
maripulation variablesBased on a suspicion prolmmne ofthe participants guessed the purpose

of the study.

8.4.Results

8.4.1. Manipulation Checks

Independent-tests reveal that participants perceive the brand (i.e., Sony) iebigty
condition ha significantly higher brand equity than the brand in fequity condition(i.e.,
Insignia) (Msony= 5.49, Mnsignia= 2.71, p < .001), indicating that brarmedjuity manipulationis
successfulCrisis severity was manipulateging the scenarios developed in the pretest.

Independent-tests show that subjects perceive the crisis to be more severe in the high severity
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conditionthan in the low severitgondition(Mpigh = 5. 84,Mow = 4.54 p < .001)suggesting
that the crisiseverity manipulatioms alsoeffective. In addition, @airedsamples-test reveal
thatsubjects rate the crisis as more strongly relatédnogeneral condudhanproduct
performanc&M performance= 1.89 Myae= 6.25 p < .001).In addition partigpants were also
asked to classify the news article as eithperformanceaelated or valueelated crisis. All
participantcorrectlyidentifiedthe news article as talking abatluerelated crisis. This
suggestshatthe crisis was perceived aaluerelated as intended. In addition, one samésts
showthatparticipantsdo perceive all the crisis articles as providing negative information
(Mcondition1= 6.36; t(3ifter from 4 = 18.55 p < .001; Mondition2= 6.23; 1(3Quitter from 4= 14.42 p

< .001; Meonditions= 5.94 t(33Mitter from 4= 11.34 p < .001; Monditions= 6.22; t(3Qifter from 4 =
14.84, p < .00 Also, participantdinvolvement and news article believabildyp not
statistically differ across the four conditions (ps > .1akHy, the articles are of similar length
across conditions and participants indicated that they were unfamiliar with the news article they

read in the study.

8.4.2. HypothesisTests

Our hypothesis that brand equity would ampiigativeconsumer responses in a value
related crisis regardless of crisis severity indicates the abseandrdgéraction effect between
crisis severity and brargbuityon consumer negative responses (i.e., brand attitude, trust, and
purchase intention chang@&)o test our prediction, we perform a MANOVA on attitude change,
trust change, and purchase intention change. Brguailyand crisis severitgreindependent
variables. Similar as the first study, we include brand familiarity and braedhnmitmentas

covariates in the MANOVA because they were identified in previous literature as key
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moderators influencingonsumenegative responses irbaandcrisiscontext Ahluwalia et al.
2000; Cleeren et al. 2008)hey were dropped out in further analysecausene multivariate
main effectof brand commitmenga-= .97, F (3, 119) = 1.24, p > .30) and brand familigaty
=.96, F (3, 119) = 1.55, p > .28)enot significant.The Bartletfs test of sphericity show a
significant result (Chsquare = 134.87, d&f 5, p < .001), indicating that the correlations among
the three dependent variablestrong enough to perform MANOVA.

As expected, unlike in performanoelated crisis, the multivariate interaction effect
between brand equity and crisis seveistgot significant &> .99, F (3121) =.08, p >.97).
This is consistent with Blin that crisis severity no longer moderates brand eguéifect on
consumer negative responses in a vaélated crisis. Asignificant multivariate main effectf
brand eqity (i.e., amplifying effect)s observeda-= .73, F (3, 121) = 14.86, p <.001). The
individual ANOVAs show thatonsumers change their brand attitulligidh = 2.17, Mow = .91,
F (1, 123) =39.68 p <.001), brand trugMpign = 1.71, Mow = .99; F (1,123 =10.2Q p <.Q1),
and brand purchase intenti@nigh = 1.39, Mow = .85; F (1,123) =4.20 p <.(®) to a greater
extent for a high equity brand compared with a low equity braadvaduerelated crisis,
supporting K8. This suggestthat brand equitgamplifies consumenegativeresponses in a

valuerelated crisis. Therefore,3is fully supported.

InsertFigure 4i 6, Table51 6 aboutHere

8.4.3. Processlests

Mediation analyses weperformed to test #Hregarding the underlying mechanism for

the observed amplifying effect from brand equity in a vaklated crisis. Specifically, we argue
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thatconsumers tend foerceive a valueelated crisis as highly diagnostic regardless of crisis
severity and may fail to defend a higljuity brand against the negative information. Thus, they
may becomespecially disappointed when a strong brandvolved in any valueelated crisis.
Thereforewe anticipateéhatthe negative disconfirmation axpectation to mediate the
differences in consumer response change letwegh and lowequity brandsicrosscrisis
severity conditions. Thougdihe interaction effect between brand equity and crisis severity was
not significant in valugelated crises, walsoperform the mediation analyses separaf@iyhe
low and high severity conditions because it is possible that the obsemgdifying effect from
brand equitymay work through different mechanisms in low versus high sewaitgitions just
like in Experimentl in performanceelatedcrises

To test whether branequityhas an effect on consumer responses change through
disconfirmation of expectationve included thelisconfirmation of expectatioss a mediator of
theeffect of brand equity on braradtitude, trust, andurchasentention change separately.
Following Zhao et al. (2010), we tested the mediation by using the bias eatbedtstrapgest
of the indirect effect. We repeatdte mediationanalysedor all three dependent variables:
attitude change, trust changad purchase intention chanés.expected, the results show that
disconfirmation of expectation significantly mediates brand eéuéffect on all three dependent
variables across sevsaritonditions. Using 5,000 bootstrap samples, the bias corrected 95%
confidence intervals for the indirect effect through disconfirmation of expectation do not include
zero for all three dependent variables, suggesting that the estimates of the in@ice &toeff
brand equity to consumer evaluations change through disconfirmation of expectation are
significant at p < .0%Bcross severity conditiorfattitude change: ab = .7056, 95% (1.4049;

1.0569; trust change: ab = .4612, 95% CJ].£404; .8678 purchase intention change: ab
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=.5805, 95% CI #$.2256; 1.025B. Then following the same procedure, we repeated mediation
analyses by including disconfirmation of expectation as the mediator for the low and high
severity conditions separately. the low crsis severitycondition we find the same resuhat
disconfirmation of expectatiasignificantly mediatebrand equitgs effect orall three dependent
variableg(attitude change: ab 4774 95% CI =[.1878; .980% trust change: ab 3551, 95%

Cl =[.0388 .825; purchase intention change: a4481, 95% CI =[.1229 .927(Q). The same
result is also observed mgh severityconditionwhere thebias corrected 95% confidence
intervals for the indirect effect through disconfirmation of expectatismdo not include zero

for all three dependent variabl@sdicatingthat the estimates of the indirect effect from brand
equity to consumer evaluations change through disconfirmation of expectation are significant at
p < .05 (attitude change: ab = 1.0093% CI =[.5093; 1.6468 trust change: ab = .6626, 95%

Cl =[.0188; 1.351B purchase intention change: ab = .7924, 95% [C1615; 1.654p.

Therefore, H is fully supported, that is, weemonstratéhatconsumer8disconfirmation of
expectation accounts forr a n d seamplfying gfféct on consumaegativeresponses in a

valuerelated crisis regardless of crisis severity.

8.5.Discussion ofExperiment 2

The purpose oExperiment is to investigate the role dfrand equity in a valuelated
crisis. The findings fully suppoH3 As hypothesized, there was no significant interaction effect
between brand equity and crisis severity. Unlike in performasle¢ed crises, the role of brand
equity in avaluerelatedcrisis isnot contingenbn the severity level of a crisis. Supportthg
hypothesis, wénd that brand equithas a significantnultivariatemain effect on consumer

negativeresponses. More specifically, brand eqligcoms a liability in any valueelated crisis
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regardless of crisis severity. When a valakated crisidiappesto a good brandhe backlash

from consumers exacerbatsoth attitudinallyandbehaviorally Furthermorewe alsoseekto
investigatehe underlyng mechanisms for brand equ#yamplifying effect ina valuerelated

crisis from a consumerased perspectivResults from mediation analysesly support H. As
expectedconsumers tend ferceivevaluerelated transgressions as highly diagnostic and
difficult to counterargudn this situationregardless of crisis severityrand equity becomes a
liability because consumefsel especially disappointed when a reputable brand is involved in a
valuerelated misconducthe findings demonstrate thascbnfirmation of expectation
significantly mediatethe amplifying effect from brand equiily both severity conditions.

In summaryExperiment2 provides somstrongsupport for both B and H4, extending
our understanding on the role of brand equity from performeglaged crises into valuelated
crises. The resultevealthat brandequity may havelifferent effects on consumer negative
responses through different mechanisma v@luerelaed crisis compared with in a
performanceelated crisis. This finding indicatésatcrisis type (i.e., performancgersus
valuerelated crisis) is another importazantingentcondition impacting brand equdy effect in

abrandcrisis context.

9. GENERAL DISCUSSION

Brand crises occur even more frequently in t@dayarketplaceand they can seriously
damange the valuable yet fragial brand eq(itgwar and Pillutla 2000An important question
to ask isi does thanarketing investment made earlier in building a strong bparydffin a
nonroutine crisis contextPhe objective of this research is to addressghéestion byexamining

the role of brand equity in various brand crisis contéxtaditional wisdom sugests that
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building a strong brand can provide a reservoir of goodwill to protect the fscandts own
wrongdoings, yet through a focus group and two experiment studies, our findingadieated
otherwise, dragging doworand equity from thehrine(Brady et al. 2008; Ahluwalia et &00Q
Ahluwalia 2002; Cleeren et &008 Pullig et al. 2006; Dawar and Pillutla 2000)

Specifically, based oaur focus group studs, wefind that brand equitynaybuffer a
brand against consumer negative responses in a brand crisis, but this buffering wfgct is
limited. The results suggest that crisis severity and crisis type may serve as important
contingency variables to direct brand eqgatgffect on consuer negative responsddius,
whethera positivefihalo effecd or a negativéilove becomeshate effead will emergecannot be
easily predicted without consideration of the severity level and the domain of a brand crisis.

The findings from the focus growgtudywere further tested quantitativetlyrough two
laboratory experiment&xperimentl investigats brand equitgs effect in performaneeelated
crises.The resultsndicatethatbrand equity will intensify consumer negative responses but only
when thecrisis is of high severity levelWWhen the severity of a crisis attenuates, the amplifying
effect disappears. To explore the psychological mechaniaderlyingbrand equits
differential effect, mediation analyses were performed. Counterarguments gdragyainst the
negative informatiomreidentified to account for the absence of amplifying effect in a low
severitycondition whereas disconfirmation of expectatisiiound to explain the observed
amplifying effect in the high severigondition Although a hypothesized buffering effastnot
observedn a low severity performaneelated crisis irExperiment 1, the significant mediating
effect of counterarguments indicatbatbrand equity does provide somewhat buffering effect
through the path of counterarguments. This suggests that the absence of bratelragirnty

effect (i.e., expected buffering effect) may be due to the overlook of other coexisting
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mechanisms that work amst the buffering effect from counterargumef@sepossible
explanation is that the negative force offsetting counterarguttauftering effect originates
from a ceilingeffectfrom the low equity brandl'hat is because consumers have low
expectatiorabout dow-equitybrand,such a brandhay have little to lose inlarandcrisis

context, obscuring a highquity brands buffering effectThough which other mechanisms work
in the opposite way to offset brand eq@tpuffering effect warrants furthersesarch, our
mediation analysis using counterarguments in a low severity condition still provide valuable
insights about the phenomenon under investigation.

Experiment extends Experiment 1 by looking inttee role of bran@quityin value
related crises. fie resuls show that brand equilgrgelyamplifiesconsumer negative responses
in valuerelated crises regardless of crisis severity. Disconfirmation of expedtasoneen
demonstrated to mediate the observed amplifying efidadth severity condition3.herefore,
the results from the two experimahstudiesupport our theoretical framework, showihgt
crisis severity moderates brand eqdstgffect in a brand crisis aitis moderating role of crisis

severity is furthedeterminedy crisis type (i.e., performanceersus valueelated crisis).

9.1.Theoretical Implications

First, thisresearcladds to the extant brand crises literature by examining the role of
brand equity in influencing consumer negative responses in various crisis cortiexts.one of
the few studies thapecificallylooked into the role of brand equity in affecting comer
responses to brand harm cridifough variougonsumey, firm-, and/or crisigelated factors
have been investigaten previous literature onegativepublicity, limited research has

specifically examined the role of brand equitya brandcrisis context(Ahluwalia et al. 2000;
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Cleeren et al. 2008; Dawar and Pillutla 20B@a et al2014;Siomkos and Kurzbard 1994
Extantbrandcrisis literatureoftenvaguelydefinedbrand equityand used other constructs such
as firm reputatioras proxies for brand equit$iomkos and Kurzbard 1994)ur research
advances understandingthre brandcrisis literature by distinguishing brand equity from other
related construs. Contrary tothe mainstream literature amegativepublicity thatadvoates a
haloeffect, our research findings uphdle contingencyiew with regard to the impact d&rand
equity. This indicateshat though sharingubstantiakimilarity, brandequity still work in very
differentways from some similar construdiiee brand reputatioand commitment

Second, our study advances the literature on negative publicity by demonstrating the
effectiveness of the usage of contingency view in a complex situation surch bsand crisis.
This thesis addresses both buffering and amplifying theorgtgrapectivevith regard to the
impact of brand equity by understanding important contingent conditions in this context.
Specifically, we found brand equity can have very complex effects onroensasponses to
brand crises depending on the specific contextual factors such asevisidy and crisis type.
Previous literature on negatibeandpublicity has shed some insight iradouffering or an
amplifying effect €.g.,Dawar and Pillutla 200 Ahluwaliaet al.,2000; Cleerert al.2008).
Our findings suggest thatcaisis phenomenots intrinsically complex and signaling role of
brand equity might be better understood by adoiogntingencyerspectiven this stream of
researci{Dawar1998)

Third, in turn, we develope@ contingencybasedheoreticalframework by including
crisis severity and crisis type as key contingency variables to examine brandseeftetgt on
consumenegativeresponses in a brand crisis context. To the dfestir knowledge, this is the

first research thaapped intdhe moderating role of crisis severity and crisis tyipeultaneously
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in a brand crisis contex®pecifically, we identified that crisis severity will moderate brand
equityGs effect in a crisis context, and sunbderatingole of crisis severity igurther
determinedy another contingenoyariable crisis type. In addition,igen a scarcity of literature
onvaluerelated crisisthis thesisalso helps to enhancmderstandig on consume@xperience
and responses on firm unethical conducts

Finally, our research alsmricheghe understanding on consumépsocessing of
negative publicity information by delineating the psychological mechanisasrlyingthe
effect of brandequityon consumer responses. Though previesearches hawhed some lights
on the underling mechanisms for both buffering angblifying effects from certain
psychological rentpuilding on extant literature, we found tmatltiple psychological
mechanisms can coexist and the activation of cem@ichanisms contingent orerisis severity
and crisis typ€Ahluwalia et al. 2000Dawar and Pillutla 20005pecifically, the results from
our research suggesiat in amoderately severngerformanceelated crisis, brandquityhas no
observed effect on consumer responses but counterargymevitie a significant buffering
effect through mediatiomhis competitive mediation effeof counterargumenismplies that a
no effect phenomenamay be more complex thanappearsThatis, multiple mechanisms may
coexist anavork against each other, obscurititge explicit efect. To our best knowledge, this
thesisis one of the few studies thdbcumensuch a competitive mediati@ifectin a brand
crisis contexaand we contend thatis phenomenoiran providea productive avenue for future

research
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9.2.Managerial Implications

We started ouresearclwith one important managerial question in miledbuilding a
strong brandneffectivestrategyin insulatingthe crisis-associatedrands fronconsumer
negativeresponses? In the end, our findings indicate that this questiomot be easily answered
without specifying some importaparametersuch as crisis severity and crisis tyBeecifically,
our findings showed that consunrexgativeresponses were exacerbated when a-bighty
brand is involved in a crisis unless the crisis is related to product performance and is of low
severity.Note that we do not suggest marketers to akaitling a strong brand just to avoid the
amplifying effectin abrand crisiontext Our findings simply warn marketeis avoid the
mental stereotype that they can rely on the reservoir of goodwill from a strong brand name to
easily weather through aisis (Hoeffler and Keller 2002).

Ourresearcldocuments a dark side of brand equita aluerelatedcrisisor whena
performancerelated crisis is of high severity. Thus, manadens highly reputable firmshould
be cautiouswhen their firms geinvolved in any kind of valueelated crises or a severe
performanceelatel crisis. In such situations, they may become the victims of their own good
reputations. Thislove becomebateeffecd has been wellocumented in service encounter
literature ands consistent with the logic @aps model of service qualitéé(@oire and Fisher
2008;Parasuraman et al. 198%).addition, managershould beespeciallycareful not to fall for
the common sense of error that vatetated crisis has no impact oansimersbevaluation on
products per s&hough corporate social responsibility may not have a direct impact on
consumeproduct evaluation®8rown and Dacin (1997) identified thedrporate social

responsibility exerts an indirect effect on product evadmatithroughts direct impact omverall
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corporate evaluations. Based on our findings, vadleted crises may be the worst nightmare for
a welkknowncompanyand managers should be waryanidressinghis type of brand crisis.

Furthermore, annderstanding of consumer psychological mechanisms underlying brand
equityGs differential effect on their responses would help practitioners to identify the most
vulnerable postrisis consumers and better design effeatesponsestrategieso retain the
most loyal and profitable custome@ur findings suggegshat when consumeegtempt to
generate counterarguments against negative infamahe counterarguments become a source
of brand equitgs buffering effegtwhichwill help to constrain thaegative side of brandquity
by deactivating thdisconfirmation of expectatiomechanismTherefore, practitioners should
try to desigrtheir marketing strategies and pastsis response strategies in a way to extract
more counterarguments from consumeéi®. example, in a posrisis response, marketeran
include some reasonable excuses to hint consumers with more readily accessible
counterarguments. Also, because biased processing is highly cognitive resmsuming firm
responses should be convdye a way withminimal background distracti@to ensure
consumers can exert enough cognitive abilitspneximizethe number of counterarguments
(Ahluwalia 2000).

The dark side of brand equity in this thesis also indicates that a brand harm crisigcan be
great opportunity for competitoompanies to plunder market share from the industry leader. In
a routine business situation, a strong brand berfedin numerous ways such as customer
loyalty and more effective marketing initiatives. The accumulataddequity becomes a
barrier protecting a strong brand from the attacks from its competitors. Thus, small companies
often find it extremely difficult to sway the status of an industry leader. However, a brand harm

crisis provides a chander small compaies because consumers may perceive a similar
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wrongdoing from a good brand as intolerable and defect to competitors, especially when a brand
crisis is severe or related to ethical conducts. In addition, marketing effectiveness may severely
suffer in a brandharm crisis, rendering the barrier from brand equity less effedtae KHeerde
et al. 2007). Moreover, consumer scapegoating may occur in a systemic brand harm crisis where
the most conspicuous crisassociated company (i.e., a wietlown brand) takes
disproportionate blamand becomes a scapegoat forratustrywide crisis (Gao et al. 2012).
However, managers should still be cautious and restrainog@mismwhen a brand crisis
happenedo the industry leader because the negative effects from d brars may impact the
whole industry and spillover to themselves even they are not involved in theRasisnG and
Tybout2006; Lei et al.2008)

Finally, our research takes a consurbased perspective, and managers should keep this
in mind. A brand crisis has been documented to impact a variety of stakelsoicless
consumers, shareholders, amdigy makers (Chen et al. 2009). Thus, managkaldfirst
decide which stakeholders dhe mosimportant to them, anthen they can possibly design an
effectiveresponse strategyoFexample, from a consumperspectiveDutta and Pullig (2011)
proved thaproactive response strategies were more effectave plassive strategies in
recovering consumer attitude because people will perceive firms react proactively as more
responsible and truly caring about consumétswever, from a stock market perspective, Chen
et al. (2009) found that passistrategiesaresuperior tgoroactiveresponse strategies in
attenuating stock market price plummeting after a brand crisis. This is because stock market will
make such an inference that only whesriaisis considered severe enough to seriously damage

a brand will acompanyemploy a responsive strategy because they are forced to do so. Thus, if
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practitioners try to understamohd evaluatbérand equitgs effect on other stakeholdérs

reponsesthey should be extremely cautiougmterpretingthe results from this thesis.

9.3Limitations and Future Research

Like all the academitesearchour study also suffers a few limitations aaises some
opportunitiedor future research. Firsbur researcltonly examined two contingency variables,
crisis severity and crisis type. Though these two variables fit our theoretical framework well and
have enhanced our understanding on the role of quitlyin abrandcrisis context, this iby
no means comprehensive framework. For example, our focus gil@agussion implies that
crisis relevance may serve as another important contingency va@aisis.relevancéas also
been documented in previoliteratureto moderate the effect of consuri@andconnectiorand
brand familiarityin abrandcrisis context (Trump 2014; Dawar and Lei 2009)us,future
research could delve deeper to explore other overlooked key contingency variables and include
moreboundary conditions in the theoretical model to provide a more comprehensive
understanding othis phenomenon.

Second, our research was limited by some methodological const&irdent sample
was used for our focus group study and two main studies. Although the usage of student sample
is justified by stating that students are familiar with thgget product category (i.e@elevision,
the generalizability of our findings is nevertheldggatenedlue to the homogeneity of a student
sample(Dawar and Pillutla 20Q0Future research should test our findings usimgore
representativ@opulation tancreasehe external validity of the resultélso, we only used one
product category and one crisis manipulation in the main studies. Thus, our findings may be

subjective to our specific resehrdesign and cannot be confidently generalipeather crisis
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situations. To improve generalizability, future research can test brand $ effgctGn different
product categories using different crisis scenarias.glausible that product category may
impact brand equitg effect in a crisis agext. For example, it has beelentifiedthat
consumers tend to be less forgiving anemore likely to attribute the blame to thssociated
brand when &randcrisis is related to a product category in which products are used on a daily
basis andirecloser to the bodyHaasKotzeggerandSchlegelmilci2013).Moreover our
researchused real television brands in our experiment as target brandsgh a pretest
validated this operationalization on bragmlityand potential confounding variables such as
commitmentand familiarity were controlled in the study, it is still possible that some overlooked
confounding effe@may emerge, jeopardizing the internal validity of our research design. Thus,
future researcBhouldbe more rigorously controlling for any other potential confounding
effects such asndowment of product ownershipgm et al., 200yor consumer prior
experience witlihe brand stimuliAlso, we used laboratory experimentghis research and
therefore external validity is sacrificed fimternalvalidity. One reason for using experiments is
that brand crisis is a nenoutine situation and does neappen on a daily basis. Therefates
relatively difficult to have access teal-life data regarding brand crisiBhough case studies
have been used in the past, causal relationships cannot be confidently verified without a
controlledenvironmen{Cleeren et al. 2008ven sq it would be desirable that future research
can use filel studies or critical incident method to improve the external validity of our findings
(Bitner et al. 1990)

Furthermore, in our study, we collected consumer baseline brand evaluations and post
crisis brand evaluations across a relatively short time span. This may raise some issues for the

reliability of our attitude change measurement. Although we includedbiftlnds and a filler
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task in the study to refresh consumer working memory and the results indicate thvainolur
evaluationchange measusarereliable, it is desirable that future research can adopt a
longitudinal study across a longer time spamtoeasehereliability of the measureCollins

1996) In addition, the crisis severity manipulation in our study, though valid and significant, did
not generate a very large severity difference. Especially in study 2, even the low Se\ssity

was perceed as significantly higher than the theoretical midpoiritherefore, future research

can usdifferentmanipulation materials to enlarge the crisis severity difference and test whether
our findings still hold.

In this study, we hypothesized that iaequitys effect on consumeregativeresponses
waslinear, and sevasthe moderating role of crisis severity. However, it is possible that a
nonlineamrelationship such as a U shaped relationship exists in this context. To test potential
nonlinear relabnship, at least three data points are ne@diegers et al. 2006hus, our2 x 2
designcannot be used to test nonlinealationships. Future research caanipulateorand
equity and crisis severity with three more levelspr use measured variables to test any
potentialnonlinearrelationships.

Alternative explanations may also exist for the consumer psychological mechanisms. For
example, emotional and affective processes are gaining recognition in ethical decision making
literature, implying that consumer emotions may provide another fruitful explafeten-
GarciaandOstroskySol 2006. Since our research mainly used a cognibigsed perspective
to explain the observed effects, future research or additional robsigtimecks should investigate
whether this affectivdased explanations can better address the phenomenon.

Finally, ourfindings thatcounterarguments worked as a competitive mediator in a low

severity performanceelated crisis provide a promising averfioefuture research. That is, it

78



might be worthwhile to reexamine sometlo¢ no-effect situations in previous literatufi@r
coexistence of competing mechanisis such future researchould perform additional
mediationanalysesegardless of the existee of a zerarder effect. Agreeing with Zhao et al.

(2010), we contend that mediatieffect should benoreof theorydriven than datalriven.

10.CONCLUSION

Altogether, ouresearclenrichesheunderstanding@f brandcrisisliteratureby
developinga theoretical framewonith respect tahe role of braneéquityin influencing
consumeresponses. Through a focus group study and two laboratory experibathtt)e
buffering and amplifying roles of brand equity are observed in a brand crisis cardekiea
effect is shown to be contingent on crisis severity and crisis Ggesumergpsychological
mechanisms were also delineated. The finding, along with our theoretical framework, advances
the brand crisis literatur@nd directgpromisingavenus for future researchers. Our findings also
provide practical guidance for practitioners in evaluating and managipgtietial negative

consequences from tipeevalentorand crises
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APPENDIX 1

Moderatofs Question Guide

1. Introduction (10 min)

1.1. Welcome message
1.2. Groundules on focus group
1.3. Consent forms collection

2. Warm up questions (10 min)

2.1. Selfintroduction
a. To begin with, could you briefly introduce yourseMhais your namewhere
are you fromwhich program you are in?
2.2. Interest on the topic
a.What comes to your mind when you think abbrand crisis?
b. Describe thgghenomenorof a brand crisis

3. Probing questions (15 min)

3.1. Can anyone recall one such brand crisis incident and share what you know about it
with us?

3.2. What do you think abotitis crisis? Is it severe? Does it bother you?

3.3 Do you guys think such incidents happen a lot?

3.4. What do you think are the major causes for such increasingly frequent crises?

3.5. After hearing about the newdoes itnegativelyimpact your attitude and behavior

4. Main discussion questions (60 min)

Participants will be shown various crisis scenafsee Appendix for the summary tablegnd
be asked to discuss on each scenario based on the following probing questions.

4.1. Wha do you guys think afhe problem on (target brand name)?

4.2. Do you think it is a severe problem?

4.3. Does it surprise you when sucprablem happened to (target brand ndfis)it

within your expectation?

4.4. \What do you think are the major causesthe incident? Could you please explain a

little bit more about what make®u think in this way?

4.5. Who do you think should lsesponsibldor the crisis? Why?

4.6. Do you thinkhis isa common practice in the industry?

If so, do you think the crisiis justified? Does it mean the fishouldnot be the one to

blame?

4.7. How likely do you thinKtarget brand nameyill make similar mistakes in the future?
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Do you guys think this is just an accident farget brand namey do you think it is
very ommon for(target brand nam®)

4.8. Does this incident affect the image of or your attitude towgadget brand namex)
your mind?

If you had the chance seriouslyconsider purchasing product from (target brand
name) do you think this incident wildctually influence your purchase decisions?
4.9. What do you think would be an acceptable response(famget brand name)?
4.10. What kind of responses do you think can eliminate the impact on your attitude and
purchase dgsions you indicated before?

4.11. How likely do you think(target brand nameyill actually implement the response
you suggested?

5. Closing (5 min)

5.1. Thank participants
5.2. Debrief participants
5.3. Distribute incentives

96



Scenario 1.3

APPENDIX 2

THE PASLINGTOR PEST

WEDNESDAY, DECEMBER 11, 2013

Sony Recalls 1.6 Million Bravia HDTVs
Globally for Potential Fire Hazard

eports are circulating this

morning that Sony has offi-
cially issued a recall of 1.6 million
40-inch Bravia LCD HDTVs sold in
Japan, U.5., Canada and England
since 2010. A recent test by US.
CPSC verified that a faulty com-
ponent in the backlight system
may overheat, potentially cau-
sing the television to melt or
catch fire.

According to U.S. Consumer
Product Safety Commission,
the defective part is an inverter
transformer used for LCD bac-
klights; the inverter can someti-
mes overheat and occasionally
ignite. And when that happens,
it can create a hole in the cabinet
of the set. So far, Sony has recei-

ve 184 consumer complaints of
TV malfunctions of this nature,
among which 21 incidents in-
volved consumer injury or pro-
perty damage. And there have
been several recent news reports
about Sony Bravia TVs burning
into flames. Pictures of some of
the charred machines have also
circulated on the Internet.

The U.S. Consumer Product
Safety Commission advises
consumers to check the detailed
recall information on Sony’s
website and stop using the re-
called 40-inch Bravia LCD HDTVs
immediately. Consumers should
contact Sony for an in-home
evaluation on the defective
components.

SONY 40 INCH BRAVIA HOTV

Scenario 2.3

THE PASHINGTER PEST

TWEDNESDAY. DECEMBER 11, 2013

lo-
In-
lisi
os
im
nel

Insignia Recalls 1.6 Million HDTVs
Globally for Potential Fire Hazard

eports are circulating this

morning that Insignia has
offidially issued a recall of 1.6 mi-
llien 40-inch LCD HOTVs sold in
Japan, U.S., Canada and England
since 2010. A recent test by U.S.
CPSC verified that a faculty com-
ponent in the backlight system
may overheat, potentially cau-
sing the television to melt or
catch fire,

According to U.S. Consumer
Product Safety Commission,
the defective part is an inverter
transformer used for LCD bac-
klights; the inverter can someti-
mes overheat and occasionally
ignite. And when that happens,
it can create a hole in the cabi-
net of the set. So far, Insignia has

received 184 consumer com-
plaints of TV malfunctions of
this nature, among which 21
incidents involved consumer
injury or property damage. And
there have been several recent
news reports about Insignia TVs
burning into flames. Pictures of
some of the charred machines
have also circulated on the In-
ternet.

The US. Consumer Product
Safety Commission advises con-
sumers to check the detailed re-
call information on Insignia’s we-
bsite and stop using the recalled
40-inch LCD HDTVs immediately.
Consumers should contact Insig-
nia for an in-home evaluation on
the defective components.

INSIGNIA 40 INCH HDTV
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Scenario 1.4 Scenario 2.4

Insignia is
Accused of Using

Sony Charged
of Using

Sweatshops

, P Sweatshops

in Developing . .

: in Developing
Countries o
Countries
James K. Wilcox James K. Wilcox
Official reports have announced Official reports have announ-

this morning that Fair Labor Asso- | ¢ ced this moming that Fair Labor
ciation (FLA) has officially filed an | 1 Assodation (FLA) has officially fi-
investigation on work conditions | ¢ led an investigation on work con-

ditions on Sony's manufacturing
partners in China and Mexico. Re-
cently, some independent sources

on Insignia’s manufacturing part-
ners in China and Mesdco. Recenitly,
some indepandent sourcas indica-
te that nearly 34 percent workers indicate that nearly 34 percent
in Insignias Mexican plants do workers in Sony’s Mexican plants
not receive fair compensation for do not receive fair compensation
unscheduled overtime work. And for unscheduled overtime work.
pictures of astoundingly poor wor- And Fru:ture; c:lf_astoundlngly: poor
king conditions at Insignia’s manu- working _condltlcns_at Sclnys ma-
facturing plants in China have also ""Fac.tu"“g plants in China have
ciroulated o the Intemet. also circulated on the Internat.

. Wolfe Research, an equities
Wolfe Research, an equities research firm, recently has down-

research ﬁrm,_ recently has _d':"_""“' | graded Sony's brand equity in a
graded Insignia’s brand Eq'-“n" na new research report, criticizing its
new research report, criticizing its | ¢ poor labor practice in developing
poor labor practice in developing countries, including understaffing,

countries, including undarstaffing,
health and safety issues, and wor-
kimg hour issues, among other pro-
blems.

Insignias CEQ, Glen Dall, said

health and safety issues, and wor-
king hour issues, among other pro-
blems.

Sony's CEQ, Kazuo Hirai, said
the invesigation is still underway,

the invesigation is still underway, | | and has not confirmed any eviden-
and has_ not Emﬁm an}r Eyiden_ i e Df viclationE Df FLA's Workplace
ce of violations of FLA'S Workplace . Code of Conduct or labor laws in its
Code of Conduct orlabor lawsinits | | manufacturing plants.
manufacturing plants. I
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APPENDIX 3

Brand Equity Measure
Five sevenpoint semantic differential scal¥ o and Donthu 2001; Brady et al. 2008)

Pretes®2 1: U
Experiment 1= .94;
Experiment 20= .92;

1 How loyal are you to (target brand name)?
fil = not at all, 7 = very loyal
1 What kind of attitude do you have about (target brand name)?
fil =negative, 7 = positive
1 What kind of image do you have about (target brand name)?
fil = negative, 7 = positive
1 How would you ratéhe product quality delivered by (target brand name)?
fil = lowquality, 7 = high qualitp
1 Would you be willing to pay more fdtarget brand name)?
fil = definitely not, 7 = definitely
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APPENDIX 4

Brand Attitude Measure
Five sevenpoint semantic differential scal@lfluwalia et al. 2000; Puzakpva et al. 2013)

Experiment 1 PreJ= .97;
Experiment 1 Post)= .97;
Experiment 2 PreJ= .96;
Experiment 2 Post)= .95;

1 Towhatextent do you think (target brand name) is good?
fil = bad, 7 = goaal

1 Towhatextent do you think (target brand name) is favorable?
fil = unfavorable, 7 = favorahie

1 Towhatextent do you think (target brand name) is desirable?
fil = undesirable, 7 = desirable

1 Towhatextent do you like (target brand name)?
il = dislike, 7 = lik@&

1 Towhatextent do you think (target brand name) is pleasant?
fil = unpleasant, 7 = pleasant
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APPENDIX 5

Brand Trust Measure

Threesevenpoint semantic differential scal®é&war and Pillutla 2000; Puzakpva et al. 2013)

Experiment 1 PreJ= .95;
Experiment 1 Post)= .97;
Experiment 2 PreJ= .96;
Experiment 2 Post)= .94;

1 Towhatextent do you think (target brand name) is reliable?
fil = unreliable, 7 = reliabie

1 Towhatextent do you think (target brand name) is dependable?
fil = not at all dependable, 7 = dependable

1 Towhatextent do you think (target brand name) is trustworthy?
fil = not at all trustworthy, 7 = trustworthy
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APPENDIX 6

Purchase IntentionMeasure
Two sevenpoint Likert scalelPuzakpva et al. 2013)

Experiment 1 PreJ= .95;
Experiment 1 Post)= .98;
Experiment 2 PreJ= .95;
Experiment 2 Post)= .97;

To whatextent do you agree with the following statements?

fil = strongly disagree, 7 = strongly agvee
1 The nexttime | buy a TV, | will take (target brand name) into consideration
1 I canimagine myself buying a (target brand eamVv
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APPENDIX 7

Filler Task

Please complete the followimgathematiquestions!

100 /25 = 100/ =4
15+ =3 _ +35=234
69+19= 11¢7¢2=__
40 x5=__ 80x5=__
100/4=_ 88/2=__
102/2=_ 60/5=__
12+13+1=_ 600G 555 =
456 +19 = 126¢7=__
200 x¥2 = 80x%% =
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APPENDIX 8

Thought Listing Task (Ahluwalia et al. 2000)

Please take 5 minutes to list all the thoughts you had wbilevere reading the newspaper

article abouttarget brand namelf possible, please try to write out as many thoughts as possible.
(There is no need to summarize the news article, please try to give your opin{tergen

brand namepand the problem igorted in the article)

Please start a new line for each thought!
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APPENDIX 9

Crisis Severity Measure
Threesevenpoint semantic differential scalRgehm and Brady 2007)

Experiment 1U= .93;
Experiment 20=.92;

| think theproblem described in the newspaper article about (target brand name) is:
1 Al =not at all severe7 =very severe
fil =a minor problem7 =a major probler
1 il =not at all significant7 =very significand

==
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APPENDIX 10

Disconfirmation of Expectation Measure
Threesevenpoint semantic differential scal@lfluwalia et al. 2002)

Experiment 1= .86;
Experiment 2{J= .90;

| think the problem described in the newspaper article about (target brand name) is:
1 Al =consistat with my expectation/ =inconsistent with my expectation
fil =not at all worse thahanticipated 7 =worse thar anticipate@®
1 Al =not at all worse thahexpected7 =worse thar expected

==
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APPENDIX 11

Negativity Manipulation Check Measure
Two sevenpoint Likert scaleRullig et al. 2006; Dutta and Pullig 2011)

Pretest 2= .83;
Pretest 3U= .81;
Experiment 10=.77;
Experiment 2= .86;

To whatextent do you agree with the following statements?
fil =strongly disagree, 7 = strongly agoee

1 The newspaper article provided negative information about (target brand name)
1 The newspaper article provided unfavorable information about (target brand name)
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APPENDIX 12

Crisis Type Manipulation Check Measure

1.

Two sevenpoint Likert scaleRullig et al. 2006; Dutta and Pullig 2011)

To whatextent do you agree with the following statements?
fil = strongly disagree, 7 = strongly agvee

The news report referred to a spectfefect about (target brand name) products
The news report referred to firm conduct instead of progeidbrmancebout (target
brand name)

One classification question about crisis type.

Which aspect do you think the news article referred to?

A Product defect OR A Conduct of theompany
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APPENDIX 13

Familiarity, Involvement, and Believability Check Measure

Sevenpoint Likert scaleRullig et al. 2006)

Please indicate your agreement or disagreement with the follstatgments.

1 2 3 4 5 6 7
Seoans, | Disagree | Spmestt] Neweraoe] Somewe | swee | Siondd

1 1 am familiar with the newspaper article before the study.

1 [I'was very involved while reading the newspaper article.

1 | paid a lot of attention while reading the newspaper article.

9 1find the newspaper article about (target brand name) very believable.
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APPENDIX 14

THE GLOBE AND MAIL*

‘WEDNESDAY e DECEMBER 11, 2013

Sony 40-inch Bravia HDTVs may

Pose Potential Fire Hazard
sceEsmOR

eports are circulating this

morning that US. Consu-
mer Product Safety Commission
(CPSC) has filed an investigation
on Sony's 40-inch Bravia LCD
HOTVs sold in Japan, U.S., Cana-
da and UK since 2010. Recently,
some independent sources indi-
cate that a faulty component in
the backlight system may over-
heat, potentially causing the
television to melt or catch fire.
Specifically, the defective part is
an inverter transformer used for
LCD backlights; the inverter can
sometimes overheat and occa-
sionally ignite. And when that
happens, it can create a hole in
the cabinet of the set.

So far, there have been hun-
dreds of reports of consumer

complaints regarding TV mal-
functions of this nature, among
which 168 incidents involved
consumer injury or property da-
mage and 3 deaths are linked to
incidents of this type.

Yet some independent experts
argue that even a perfectly good
inverter transformer may over-
heat when the TV is kept on for
a long time, blaming that consu-
mers may be partially responsi-
ble for the incidents. And some
other sources indicate that short
circuit of old wiring may also be
the cause of the fire.

Kazuo Hirai, Sony's CEO, said
the investigation is still un-
derway and they have not con-
firmed any conclusive evidence
of such defective parts yet.

SONY 40 INCH BRAVIA HDTV
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