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Why Social Currency Becomes
a Key Driver of a Firm’s Brand
Equity e Insights from the
Automotive Industry

Lara Lobschat, Markus A. Zinnbauer, Florian Pallas and
Erich Joachimsthaler

Brands represent a significant share of a firm’s value. While a brand’s value has always been
dependent on acceptance and interaction between consumers, so far, academic literature
has not revealed a suitable metric to capture the complex social nature of brands. Especially,
due to today’s digital world, it has never been easier for consumers to engage in an open
dialogue on brands and interact with other brand users, posing challenges for companies to
better understand this phenomenon and respond to it in a strategic manner. Therefore, the
objectives of our study are twofold: First, we conceptualize a new multifaceted formative
construct, social currency, and its dimensions based on social capital theory. Our second
objective is to empirically validate our construct and its multiple dimensions, and to examine
its nomological validity by exploring its influence on well-established brand equity measures.
For this purpose, we apply a partial least squares (PLS) approach to analyze data from
a representative U.S. consumer survey in the automotive context. Our results indicate a valid
description of social currency and we find a positive effect of social currency on our brand
equity measures: perceived quality, brand loyalty, and brand trust. Moreover, our findings
provide researchers and managers with insights on how to assess social currency.
� 2012 Elsevier Ltd. All rights reserved.

Introduction
In the past decade, managers have endeavored to build brands by creating a strong identity and
conveying this identity through consistently managing relevant touch points with customers
(e.g., Aaker and Joachimsthaler, 2000; Keller and Lehmann, 2003). To this end, managers are
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striving to better understand consumer behavior and positively influence consumers’ brand percep-
tions through marketing initiatives (e.g., Keller, 1993). However, the direction of influence on
a brand’s perception and image has become increasingly bilateral. Today, consumers are no longer
simply “receivers” of company- and brand-related information. Instead, they operate as “senders”
of this information, e.g., by giving brand recommendations, by expressing criticism, or by sharing
information with others (Hennig-Thurau et al., 2010). For this reason, managers no longer have
exclusive control over information circulating about a company or brand. Consumers therefore
play an important role in forming a company’s or brand’s perception and value in the marketplace
(Keller, 2007).


Exchange of information about companies and brands between consumers is not a new phenom-
enon. However, today we are witnessing a new and rapid evolution of consumers interacting with
each other via the Internet. Researchers estimate that over 1.4 billion people interact via the Inter-
net, resulting in continual growth in the quantity and quality of information (eMarketer, 2012).
New platforms such as Facebook, Twitter or Linkedin, offer consumers the opportunity to spread
and gather information on brands instantaneously. Consumers now interactively shape the image
and perception of companies and brands, which may in turn influence economic performance (e.g.,
changes in sales) (Algesheimer et al., 2005; Sawhney et al., 2005). In their recent paper, Wirtz et al.
(2010) discuss the influence of these new developments on value creation of business models on the
Internet. Based on in-depth interviews with managers, they highlight the importance for companies
to consider consumer-to-consumer interactions and active consumer participation to stay compet-
itive and to manage dialogs with customers effectively.


Although previous research has recognized consumer-to-consumer interactions as a driver of
brand value (e.g., Ambler et al., 2002), current research mainly focuses on company-related efforts,
advertising and marketing, to explain brand equity (e.g., Yoo et al., 2000). However, to be able to
properly manage and build brands, companies also need to consider the value that is generated by
consumers interacting with each other and exchanging brand-relevant information beyond the
company’s control. The extent and modality with which consumers share a brand with others,
or information about a brand, and derive social benefit from interacting with other brand users
as part of their everyday social lives, can be defined as a brand’s social currency.


Understanding and measuring the social value of brands is both of theoretical and practical rel-
evance. Recent studies have, to some extent, addressed the issue of social value (i.e., social currency)
by focusing on word-of-mouth (e.g., Keller, 2007), user-generated content (Ghose et al., 2011) or
brand communities (e.g., McAlexander et al., 2003; Muniz and O’Guinn, 2001). However, these
approaches have neglected the complexity of a brand’s social value and do not fully capture its mul-
tidimensional nature. Furthermore, research on brand equity has acknowledged the importance of
brand-related consumer-to-consumer interactions (e.g., Leone et al., 2006; Verhoef et al., 2009) and
their influence on brand equity (Berry, 2000), but most studies have neglected the impact of these
interactions in fostering brand equity so far. Thus, current research has not revealed a suitable met-
ric to capture a brand’s social value and its dimensions, and to relate it to well-established brand
equity measures.


From a company’s perspective, assessing social currency and its distinct dimensions enables mar-
keting managers to make more informed decisions about the allocation of marketing resources and
marketing improvement efforts. Using this knowledge, companies can assess the importance of the
different dimensions of social currency and adapt; for example, their viral marketing campaigns in
various channels to further increase and nurture customer interactions around the respective brand.
Furthermore, the effect of customers’ brand-related social interactions on a bran’s equity can pro-
vide clues for an optimized allocation of marketing budgets in favor of brand communities, viral
marketing and CRM programs. Thus, to effectively manage brands, it is of utmost importance
to find new ways of measuring the social relevance of brands across both traditional and e
more importantly e digital media, channels and platforms. This research provides managers
with a more thorough understanding of customers’ social interactions and their influence on
a brand’s value. Using a multidimensional measurement approach helps to identify and quantify
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the single dimensions that constitute social currency. Companies can assess the state of their
brands’ social currency in a dynamic customer-dominated context, benchmark their brands against
competing brands, and identify the specific dimensions that require action.


This research addresses this challenge by developing a new multifaceted formative measurement
approach, which takes into account the conceptual richness of a brand’s social value. The concep-
tualization of social currency offers a more comprehensive perspective on the creation of a brand’s
social value, namely the value which is accumulated by customers communicating, interacting, and
thereby spreading brand-related information to other customers. Furthermore, the social value of
a brand captures the feeling of belonging felt towards it, or to other brand users (i.e., affiliation),
which is inherent in all of these customer interactions. Due to social currency’s multidimensional-
ity, this approach takes into account the richness of this concept and does not isolate the single
effects of each dimension. In a second step, the construct of social currency is related to traditional
brand equity measures to highlight its impact and importance in explaining a brand’s overall value
formation. In conclusion, our research objectives are twofold. We first introduce and develop a new
multifaceted construct, social currency. Our second objective is to empirically validate our construct,
and its multiple dimensions, and to examine its nomological validity by exploring its influence on
well-established brand equity measures.


We use a partial least squares (PLS) approach to analyze data gathered through a survey among
consumers in the U.S. The article is structured as follows: After conceptualizing the social currency
construct based on previous research and presenting its dimensions, we introduce a conceptual
framework which provides the construct’s multi-dimensional formative structure and its corre-
sponding relations to consumer-based brand equity measures. We then derive our hypotheses
and examine the nomological validity by empirically testing our proposed conceptual framework.
We discuss our results and conclude with limitations and suggestions for further research.

Conceptualization of social currency
The different dimensions of a brand’s social value (i.e., social currency) are based on research streams
which originate from Social Capital Theory. Social capital theory provides the sociological foundation
of social interaction in general and relates to the collective benefit derived from cooperation between
groups or individuals. However, to fully assess the breadth of social currency we need to derive its mul-
tiple facets by examining related research streams that originate from social capital theory. Our con-
ceptualization of social currency is intended to measure all facets of the social value of a brand through
various social interactions, such as sharing information, opinions, etc. We believe it is important to
capture the multidimensionality of social currency by analyzing research streams that deal with
customer-to-customer interactions and shape a customers’ perception of brands.


Word-of-Mouth (WOM) is the act of talking and thereby exchanging information about brands
that is either, consumer- or company-generated. Current research is mainly concerned with how
often the respective content is being shared; namely its volume in customer-to-customer interac-
tions. Consumer-Generated Content describes the output of social interactions in the form of
brand-related information generated by consumers independent of a firm’s intended marketing
messages, i.e., without control of the respective firm. Related research focuses on diverse aspects
of the respective content, such as whether it includes a concrete product recommendation or
not, beyond volume and valence. Brand Communities provide an environment for social exchange
between customers regarding brands. Further, research on brand communities deals with the social
benefits which customers experience in these groups of customers.

Theoretical foundation


Social capital theory
Theoretically, the concept of social currency is drawing on Bourdieu’s (1977) and Coleman’s (1988)
idea of social capital. As explained by them, social capital is created on an individual level and takes
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place during interactions between individuals. Moreover, “the volume of social capital possessed by
a given agent . depends on the size of the network of connections that he can effectively mobilize”
(Bourdieu, 1986, p. 51). This proposition implies that such connections generate a significant benefit
for the single individual (Cross and Cummings, 2004). Nahapiet and Ghoshal (1998) cluster social
capital into a structural, a cognitive, and a relational dimension. The structural component describes
the presence or absence of network linkages between the parties, whilst the cognitive component is
concerned with resources that provide shared systems of meaning. Those two build an important
foundation for the third, the relational dimension, which focuses on the personal relationships the
parties have developed with each other through a sequence of interactions (Granovetter, 1992).


Most studies on social capital analyze the construct in an organizational context (e.g., Adler and
Kwon, 2002; Nahapiet and Ghoshal, 1998). The social currency construct in particular focuses on
the relational aspect, as the construct is concerned with customers’ social interactions and bonds
with a brand and other brand users. Translating this theory to today’s world of increasingly fre-
quent social interactions on the Internet, social currency can also be understood as the entirety
of actual and potential resources available to a brand from its presence in social networks and com-
munities. Social currency increases one’s sense of community, grants access to information and
knowledge, helps to form one’s identity, and provides status and recognition.


Word-of-mouth
Based on social capital theory, word-of-mouth (WOM) serves as a basic concept to be considered in
the context of social currency (e.g., Keller, 2010). Brown et al. (2005) describe the basic idea behind
WOM as “the information spreading about products, services, stores, companies [.] from one
consumer to another. [.] WOM communication includes any information about a target object
(e.g., a firm or brand) transferred from one individual to another either in person or via some com-
munication medium” (p. 125). Customer-to-customer conversations on the Internet are not a new
phenomenon, but with today’s plethora of social media and consumer opinion platforms this type
of information exchange has gained in volume and thus importance. Hereby, consumer-generated,
as well as company-generated, content can be propagated by consumers. In this respect, Hennig-
Thurau et al. (2004) show that there are diverse motivations for consumers to engage in online con-
versations, the primary being social benefits, economic incentives, and self-enhancement. If cus-
tomers can derive similar benefits from online conversations about brands, this is more likely to
translate into a strong brand and an increase in brand equity (Keller, 2010).


From a managerial perspective, companies can benefit from these product and brand-related nar-
ratives resulting from customer-to-customer interactions. These interactions help to increase WOM
and exposure of their brands to both existing and potential customers which can positively influ-
ence brand equity and a firm’s economic performance (Keller, 2010). Although negative WOM can
also harm a firm’s image and brand equity, East et al. (2008) find that positive WOM (i.e., encour-
aging brand choice) has greater impact on purchase probability than negative WOM (i.e., discour-
aging brand choice). Furthermore, in their study, Chevalier and Mayzlin (2006) reveal that an
improvement in customer reviews leads to increased sales on the respective e-commerce website,
showing the economic relevance of WOM.


Consumer-generated-content
Anotherimportantaspectcloselyrelatedtosocialinteractionstobeconsideredwhentalkingaboutsocial
currency is brand-related content being shared between customers. Beyond traditional WOM research,
which mainly focuses on the valence and volume of appearance of consumer- and company-generated
content and its effects on a firm’s economic performance (e.g., Godes and Mayzlin, 2004), recent re-
searchprojectsonconsumer-generatedcontenthavestartedtocapturemorefacetsoftherespectivecon-
tentbeingshared(e.g., Ghose etal.,2011).Since wefocus on customer-to-customer communicationitis
reasonable to expect most content to be either consumer-generated or at least subjectively biased by its
communicators. In the context of a brand’s social value, the provided content’s benefits for the recipient
are of particular interest. Today, technological developments and the social media environment on the
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Internet foster the creation and exchange of consumer-generated content through different formats
(e.g., text, image, video, and audio etc.) and different kinds of forms (e.g., question-answer databases,
blogging, forums, social networking, etc.) (Burmann, 2010; Hardey, 2011). This type of content can sig-
nificantly influence customers’ perception of brands and their subsequent purchase behavior either pos-
itively (e.g., by increasing customers’ likelihood to buy a certain brand) or negatively (e.g., by damaging
a certain brand’s image), as many studies have shown (e.g., Godes and Mayzlin, 2004). For example,
Cheema and Kaikati (2010) explore consumers’ motives for sharing product descriptions or for express-
ing a positive product evaluation to other consumers and the persuasiveness of the respective informa-
tion provided. They find that consumers in general perceive consumer-generated content, which
contains a concrete product recommendation, to be more persuasive than consumer-generated content
which only covers product details. Further, Ghose and Ipeirotis (2011) investigate customer reviews by
means of a text mining approach. Their study reveals that the extent of subjectivity, informativeness and
readability of customer reviews affects the usefulness of the respective review as well as associated prod-
uct sales.

Brand community
The research stream of brand communities offers valuable insights on how an environment can
support the growth of interpersonal ties (i.e., interactions) between customers, as well as between
customers and brands. According to Muniz and O’Guinn (2001), brand communities can be de-
fined as follows: “A brand community is a specialized, non-geographically bound community,
based on a structured set of social relationships among admirers of a brand” (p. 412). Marketing
researchers have employed various perspectives for studying engagement within brand communi-
ties e both online and offline. Some researchers focus on the examination of brand communities’
nature and the motivation to participate within one (e.g., Dholakia et al., 2004; McAlexander et al.,
2002; Muniz and O’Guinn, 2001; Schau et al., 2009). Others analyze the impact of brand commu-
nities on brand performance indicators (e.g., Algesheimer et al., 2010; Algesheimer et al., 2005).


However, most researchers predict a positive impact of brand communities on brand equity in-
dicators and, therefore, deduce implications for marketers (e.g., Srinivasan et al., 2002). For exam-
ple, McAlexander et al. (2002) examine brand communities from a customer-experiential
perspective. They envision a customer-centric model that includes four relationships: customer-
to-product, customer-to-brand, customer-to-company and customer-to-customer. These relation-
ships are connected through the nexus of customer experience and create a sense of community.
Moreover, the extent to which each relationship is perceived to be part of a customer’s life expe-
rience affects the loyalty a customer feels towards the respective brand. The authors refer to the cu-
mulative impact of the four types of relationships as integration in a brand community. They find
that customers often buy brands with the support of other users, resulting in brand-focused inter-
personal relationships. If companies facilitate customers’ exchanges, customers are likely to respond
with increased appreciation for the firm and an increased sense of belonging. These community-
integrated customers serve as brand missionaries by spreading the marketing message of the respec-
tive brand. Such integrated ties between customers and brands (i.e., identities) constitute a strong
form of brand loyalty with implied benefits for marketers (Lam et al., 2010).

Dimensions of social currency
Based on the preceding theoretical foundation of various research streams related to social capital
theory, we define six distinct social currency dimensions: 1) conversation; 2) advocacy; 3) informa-
tion; 4) affiliation; 5) utility; and 6) identity. These dimensions fully represent the different facets of
customers’ social interactions on a specific brand (i.e., conversation, advocacy, and information) as
well as the social benefits inherent in these interactions (i.e., affiliation, utility and identity), and are
consistent with related research streams on social interactions. We expect a brand’s social currency
and consequently its equity to be stronger with higher degrees of all prior stated dimensions. In the
following, we will derive and introduce social currency’s dimensions in more detail.
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Conversation
The amount of information circulating about a brand on the Internet or between customers can
have a significant impact on a customer’s image and perception of the respective brand
(Chevalier and Mayzlin, 2006). Therefore, we identify conversation to be the general amount of
positive information which a customer receives in both an online and offline setting to characterize
a brand’s social currency. The more a brand is discussed and talked about via the Internet, other
media, and face-to-face interactions, the more likely it is to be at the top of a customer’s mind,
which in turn is expected to influence his/her decision behavior regardless of whether it was cus-
tomers’ friends and family or anonymous users talking.


Advocacy
If a customer actively promotes a brand and its benefits to his/her friends or via blogs, forums, or
online social network sites, he/she admits to a brand and thus sends out a signal about this brand’s
qualities to others (Bettencourt, 1997). In contrast to conversation, i.e., the amount of positive
brand information a customer experiences from other customers, advocacy presents an active effort
undertaken by a customer. A customer might, for example, approach his/her friends or acquain-
tances and recommend a specific brand to them. These brand-related endorsements can signifi-
cantly shape a customer’s image of the respective brand (e.g., Keller, 2007). Therefore, we
identify advocacy as another dimension of social currency.


Information
The exchange between customers about brands, and in particular the respective content being
shared, can generate different benefits for customers (Dholakia et al., 2004). These benefits e
i.e., the informational value that customers enjoy from sharing information and learning from
others e vary from the ease of obtaining relevant knowledge or gaining reciprocal support in solv-
ing problems around product or brand usage (Gruen et al., 2006; Hennig-Thurau et al., 2004).
Thus, we determine the informational value of customer-to-customer interactions to form one
of the dimensions of social currency.


Affiliation
Interacting with other brand users can also create a sense of community. This emotional attachment
or belonging e “affiliation,” as we call it e can originate from different types of personal or non-
personal interaction between brand users, such as peer recognition, direct interaction or even joint
consumption experiences in a brand community context. They can also originate in other unstruc-
tured settings, such as anonymous communication via forums or online social networks (Gruen
et al., 2006). Thus, affiliation refers to the feeling of being connected to other brand users and serves
as another dimension of our social currency construct.


Utility
We include utility as a dimension of social currency that drives customers’ motivation to interact
with others within a group of brand users. Whereas information is concerned with the brand-
specific informational value that customers can derive from interactions, utility captures its values
in terms of its influence on customer’s personal development (such as an increase in self-esteem).
Previous sociological studies have validated the positive impact of community membership on sub-
jective well-being, primarily as a means to increase personal happiness, and, to a lesser extent, to
reduce worries and better cope with personal problems (Davidson and Cotter, 1991). Further so-
ciological studies have shown that community members enjoy improved mental and physical health
when compared to non-members of a community (Busseri et al., 2009). We transfer these socio-
logical insights to the field of brand-related interactions between customers. Considering the inten-
sity and depth of interaction that occurs within certain customer groups as well as the strong sense
of belonging between its members, we assume that brand-related interactions in customer groups
can stimulate similar effects.
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Identity
Another important aspect to consider is how customers introduce themselves into a group of other
brand users. Within this group, brand users can express their personalities and develop a sense of
affinity with other users of the brand (Chernev et al., 2011; Wirtz et al., 2010). Even if products are
in the same price range and show similar characteristics, people show strongly differing preferences
for them due to the different images they associate with the users of each brand (Kuksov, 2007).
The differentiation from other groups of brand users or competing brands helps to strengthen
and reinforce the shared identity in many groups of brand users which can even result in “oppo-
sitional brand loyalty” towards other brands (Muniz and O’Guinn, 2001). To capture this impor-
tant component of brand perception in a social setting, we introduce identity as another additional
dimension of social currency.


The literature is increasingly adamant that the proper operationalization of constructs is funda-
mental to avoid misspecification and misinterpretation of statistical analysis and theory confirma-
tion (e.g., Jarvis et al., 2003; MacKenzie et al., 2005). For example, Diamantopoulus and Winklhofer
(2001) warn against the selection of measures based on reflective measurements that appear to be
more consistent with formative models. Based on the preceding theory and literature review, we
conceptualize social currency in a hierarchical component model with six dimensions that have re-
flective indicators (Reflective-formative type, Ringle et al., 2012) (see Figure 1). These dimensions
represent different facets of social currency which could be viewed as separate constructs but are
integral parts to the social currency construct at a more abstract level (Jarvis et al., 2003).


We use this multidimensional measurement as multiple dimensions and measurement items are
necessary to fully capture all facets of the social currency construct (Jarvis et al., 2003; Petter et al.,
2007). We identify the social currency construct as formative because changes in any of the six di-
mensions cause changes in the social currency construct, as the dimensions are considered causes of
the constructs (Edwards and Bagozzi, 2000; Petter et al., 2007). Additionally, removing any of the
six dimensions would significantly affect the conceptual domain of the social currency construct.
Furthermore, the different dimensions are defining characteristics and it is not necessary that
they covary with one another. For example, customers might identify themselves with a certain
brand (identity) but may seldom recommend the respective brand in customer-to-customer inter-
actions (advocacy). Last, because the dimensions display different stages in the social consumption
process, the nomological network may differ. Therefore, the dimensions need not possess the same
antecedents and consequences (Jarvis et al., 2003).


Brand equity
While various approaches have been developed to measure consumer-based brand equity, a brand’s
social nature, especially in the context of web-based customer interaction, is neglected in traditional
brand equity measurement. According to Keller (1993), consumer-based brand equity can be de-
fined as “the differential effect of brand knowledge on consumer response to the marketing of
the brand” (p. 2). More recently, Keller (2010) broadens this view by stating that brand equity is
not only influenced by a firm’s marketing efforts, but is determined by “what customers have
learned, felt, seen, and heard about the brand as a result of their experiences over time.” (p. 60).

Figure 1. The six dimensions of the social currency construct
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Thus, all brand-related interactions have to be taken into account when trying to appraise a brand’s
strength. Customers can draw great benefits from a fruitful exchange with other customers, namely
brand-related interactions, or personally develop and derive social benefits by identifying with other
members of a peer-group. These benefits can influence customers’ decision making as customers
are more likely to trust other customers whose preferences they share, and will ultimately lead to
increased relations and loyalty towards that brand (Nitzan and Libai, 2011). Hence, a brand’s social
currency works as an antecedent to its brand equity. To close the existing gap, we further provide
a theoretical framework for investigating the influence of our concept of social currency on well-
established brand equity measures, namely perceived quality, brand loyalty, and brand trust (e.g.,
Lassar et al., 1995). In our study, we focus on these brand equity measures which represent “cus-
tomer perceptions, preferences, and behavior arising from marketing mix activities” (Keller, 1993,
p. 8) e or in our case social currency e rather than on brand knowledge, namely brand awareness
and brand image, as we are interested in exploring customers’ responses to social currency (Keller,
1993; Keller, 2001). Thus, to build social currency, customers need to be aware of and have positive
associations with a given brand.

Conceptual framework and hypotheses
As suggested in Figure 1, our proposed framework examines the relationship between a brand’s so-
cial currency and its brand equity represented by three well-established brand equity measures,
namely perceived quality, brand loyalty, and brand trust. In this framework, social currency is
viewed as a key antecedent of brand equity. Therefore, we postulate a positive effect of social cur-
rency on a brand’s equity.


Relationship between social currency and perceived quality
As stated above, social currency comprises a brand’s social value generated through customer-to-
customer interactions about the respective brand. Within these interactions, customers might di-
rectly broach the issue of a brand’s quality and recommend the brand to others. Further, a cus-
tomer’s increased engagement with a brand through various interactions is expected to positively
influence his/her assessment of the respective brand (Rust et al., 1999). Thus, we expect a positive
effect of social currency on a brand’s perceived quality, which we define as the “consumer’s judg-
ment about a product’s [or brand’s] overall excellence or superiority”, according to Zeithaml (1988,
p. 3), and derive the following hypothesis:


H1: A brand’s social currency is positively related to the perceived quality of a brand.


Relationship between social currency and brand loyalty
Brand-related information and experiences shared via customer-to-customer interactions as well as
the social benefits customers can derive from these interactions are also expected to impact their
(attitudinal) brand loyalty (Fournier and Yao, 1997), which we define according to Chaudhuri
and Holbrook, (2001) as a customer’s “degree of dispositional commitment in terms of some
unique value associated with the brand” (p. 82). Customers might become loyal to a brand due
to encouragement given by other brand users, or find confirmation for their positive bond with
a brand (e.g., Carroll and Ahuvia, 2006; Muniz and O’Guinn, 2001; Schau et al., 2009). Thus,
we formulate our second hypothesis as follows:


H2: A brand’s social currency is positively related to brand loyalty.


Relationship between social currency and brand trust
The extent to which a customer trusts a brand can be significantly affected by the brand-related
information the customer receives in customer-to-customer interactions as well as what
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relationship the customer has built with the respective brand itself (e.g., Dellarocas, 2003). If a cus-
tomer identifies himself/herself with the respective brand and other brand users, he/she can reduce
his/her risk perception towards the brand and thus will trust in the brand to a greater extent (Brown
et al., 2007). Therefore, we postulate social currency to impact and strengthen brand trust, here de-
fined as “the willingness of the average consumer to rely on the ability of the brand to perform its
stated function” (Chaudhuri and Holbrook, 2001, p. 82).


H3: A brand’s social currency is positively related to brand trust.


Furthermore, past research has shown relationships between brand equity measures. Thus, we
acknowledge causal interrelations between the different brand equity indicators included in our
conceptual framework. For example, Aaker (1991) reveals brand loyalty to be influenced by per-
ceived quality. Several other researchers examine the effect of trust on customers’ behavior mea-
sured through company-related brand equity outcomes such as brand loyalty, purchase intention
or the willingness to pay a price premium. Eastlick et al. (2006) find evidence for a positive relation-
ship between trust and brand commitment, as well as purchase intention in the online services con-
text. Chaudhuri and Holbrook (2001) show that brand trust has a positive effect on brand loyalty.
Consequently, they argue, that brand trust is indirectly related to market share. Table 1 summarizes
the hypotheses derived from our literature review.


Figure 2 visually depicts the conceptual framework of the empirical investigation with the respec-
tive hypotheses. The latent variables are characterized as circles whereas the arrows represent the
direction of the variables’ effects.


Item measurement


Social currency
We follow Diamantopoulos and Winklhofer’s (2001) recommendations for index construction of
formative measurement and employ four steps: 1) content specification; 2) indicator specification;
3) indicator collinearity; and 4) nomological & external validity. A precise theoretical foundation is
crucial for formative constructs because of the lack of statistical criteria (Diamantopoulos and
Winklhofer, 2001).


(1) Content Specification: In our section “dimensions of social currency,” we specified the content
of the construct social currency as the value aggregation of all customers’ (information) shar-
ing about a firm’s brand. On the basis of our literature review, we specify six dimensions: con-
versation, advocacy, information, affiliation, utility and identity. We also conducted
interviews with managers from different industries and academics to validate the six identified
dimensions. The interviews confirmed the proposed definition as well as the six predefined
dimensions that constitute social currency.
To statistically validate the appropriateness of our formative measurement approach of social
currency, we also applied the confirmatory tetrad test using CTA-PLS as proposed by
Gudergan et al. (2008) and Hair et al. (2011). The confirmatory tetrad analysis which was first
introduced by Bollen and Ting (2000) can be used to test the appropriateness of using

Table 1. Hypotheses


# Hypotheses


H1 Social currency has a positive impact on perceived quality.


H2 Social currency has a positive impact on brand loyalty.


H3 Social currency has a positive impact on brand trust.
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Figure 2. Conceptual framework

formative measurement models compared to reflective measurement models by calculating
tetrads (the difference between the product of a pair of covariances and the product of an-
other pair of covariances) (Ringle et al., 2011). A significant test statistic recommends that
the model implied tetrads are not zero and should raise concern about the measurement’s re-
flective nature. Our results of the CTA-PLS provide additional statistical support for a rather
formative nature of social currency as more than one of the model-implied non-redundant
tetrads of social currency does not vanish. Based on the theoretical foundation as well as
the results of the CTA-PLS, we assume a formative operationalization for social currency.


(2) Indicator Specification: We then screen literature in the field of social capital, consumer-
generated content, WOM and brand communities to identify well-established scale items to
measure the dimensions of social currency. We adapt and use well-established scales from
the research literature. Based on research by Godes and Mayzlin (2004) who use the volume
of customer reviews of newly introduced TV shows as one indicator of WOM communica-
tion, we measure conversation with two items representing the volume of conversation about
a specific brand available to the customer from both known and unknown sources. Advocacy is
measured via three items adapted from Zeithaml et al. (1996) and Price and Arnould (1999).
Information is operationalized by four items targeted to represent the different aspects of
brand information exchange in customer groups e both structured and unstructured e based
on research by Muniz and O’Guinn (2001), and Mathwick et al. (2008). Furthermore, we use
three items for the measurement of affiliation adapted from McAlexander et al. (2002). To
operationalize utility, we draw on Algesheimer et al. (2005) study exploring customers’ rela-
tions to a brand community and the respective influence on their intentions and behaviors.
Among others, they introduce the construct of community identification which they measure
via five items. We select and adapt three of their items based on the context of our study. Cus-
tomers’ identification with a focal brand, here titled identity, is measured via two items adapt-
ed from Sprott et al. (2009) BESC scale. All items in our study are measured on a five-point
Likert-type scale anchored from “strongly disagree” (1) to “strongly agree” (5). A list of the
respective items used to operationalize social currency’s six dimensions can be found in the
appendix (Table A.1). While dimensions with very small loadings would usually be eliminated
in reflective measurement models, this should not be considered in formative measurement
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models, as the conceptual specifications have led to the assigned dimensions (Diamantopoulos
and Winklhofer, 2001).


(3) Indicator Collinearity: Because we specify social currency as a formative construct, we also
need to check for collinearity among the respective indicators, as collinearity between the fac-
tors could affect the indicator coefficients’ stability. For this purpose, we explore the variance
inflation factors (VIF) as well as the condition indices and find all to be below the critical cut-
off values of 5 (max. VIF (utility) ¼ 4.39) and 30 respectively (max. condition index ¼ 5.21)
(Hair et al., 2011).


(4) Nomological & External Validity: Testing nomological validity to support hypothesized
relationships within a formal theoretical framework is crucial to determine the external
validity of formative constructs (Diamantopoulos and Winklhofer, 2001; Netemeyer et al.,
2003). To provide external validity, the social currency construct should correlate signifi-
cantly with other theoretically related constructs (Bagozzi, 1994). Thus, we examine the
relationships between the social currency construct and the hypothesized brand equity
measures.

Brand equity
We draw on previously validated scales to measure brand equity. Hereby, the measurement of per-
ceived quality corresponds to Grewal et al. (1998), brand loyalty is measured with four items adapted
from well-established loyalty scales (e.g., Baumgartner and Steenkamp, 1996). To capture cus-
tomers’ trust towards the respective brand, we use four questions to measure brand trust adapted
from Chaudhuri and Holbrook (2001). Both scales were also measured on a five-point Likert-type
scale anchored from “strongly disagree” (1) to “strongly agree” (5). The scale items for our brand
equity measures appear in the appendix Table A.2.

Sample and procedure
To test our conceptual framework, we assess data using online consumer surveys. As a first step, we
conducted five in-depth interviews with marketing executives from different industries to verify the
relevance of social currency as well as its six dimensions. Further, we pre-tested the questionnaire
with a sample of German consumers (October 2009). A total of 1301 consumers took part in our
pre-survey to test our measures across twenty different brands from different industries; e.g., soft-
ware development, (online) services, automotive. The evaluation of the pre-survey indicated the
need to modify the wording of some indicators of the social currency construct. A large market
research company, specialized in online panels, provided the sample for our main survey in the
U.S. market. The company possesses representative international panels that consist of consumers
who have agreed to take part in substitution for point rewards, which can be redeemed for items
such as cash, gift certificates, etc. The sample for our main survey was collected in January 2010
and was considered to be representative for the online population of the U.S. market. Prior to rat-
ing three randomly assigned brands, respondents were asked whether they had a) Never heard of
[the respective brand]; b) Heard of [the] name, but never used/purchased [it]; or c) Have used/
purchased it. Only respondents who had used or purchased the respective brand were asked to
rate it in regards to its social currency dimension as well as brand equity measures to ensure
they were aware of the respective brand. We limit our investigation to the automotive industry be-
cause of the high customer involvement which is associated with automotive purchases. Further-
more, the brand relevance in this category is considered to be high (Fischer et al., 2010), which
reflects the importance of social currency in this category. The respective automotive brands
come from the standard (Honda, Toyota, Ford) as well as from the luxury car segment (BMW,
Mercedes, Lexus, Harley Davidson). Our final sample consists of 304 respondents with 47.4% fe-
male and an average age of 46.1 (ranging from 18 to 80). The demographic profile of the sample is
presented in Table 2.
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Table 2. Demographic profile of sample


Category Age Gender


18-29 30-39 40-49 50-59 60-69 70-79 80D Male Female


Frequency 54 62 46 74 57 10 1 160 144


% Of sample 17.8 20.4 15.1 24.3 18.8 3.3 0.03 52.6 47.4

Analysis and results


Measurement model
As a first step, we assess the reliability, validity, and dimensionality of the social currency construct.
For this purpose, we conduct a confirmatory factor analysis with AMOS 19 with 6 factors, each rep-
resenting one social currency dimension. We find a significant chi-square (c2 ¼ 288,990; df ¼ 104,
p < 0.00) as well as an overall good fit indicated by the transgression of the respective thresholds of
well-established fit measures (GFI ¼ 0.89; AGFI ¼ 0.84; CFI ¼ 0.96; TLI ¼ 0.94; RMSEA ¼ 0.07;
Hu and Bentler, 1999; Ruiz et al., 2008; Seiders et al., 2007; Sharma et al., 2005). We also present the
construct properties of social currency in Table 3. They indicate an acceptable level of convergent
validity (Factor loadings > 0.70; AVE > 0.50; Construct reliability > 0.60/0.70; Bagozzi and Yi,
1988; Fornell and Larcker, 1981; Hulland, 1999). Further, we find all factor loadings to be signifi-
cant (t-values (C.R.) > 2; p < 0.00).


To evaluate discriminant validity for the social currency construct, we test whether our measure-
ment model satisfies two conditions; 1) the AVE estimate for each dimension exceeds the squared
interconstruct correlations (SIC) with the respective dimension (Fornell and Larcker, 1981) (see

Table 3. Properties of the social currency construct


Item Dimension Factor loading t-value (C.R.) p Average variance


extracted (AVE)


Coefficient alpha


Con1 Conversation 0.82 13.98 *** 84% 0.88


Con2 0.86 Standardized


Ad1 Advocacy 0.86 16.40 *** 83% 0.87


Ad2 0.84 16.10 ***


Ad3 0.80 Standardized


Inf1 Information 0.84 16.45 *** 86% 0.92


Inf2 0.92 18.38 ***


Inf3 0.91 18.20 ***


Inf4 0.80 Standardized


Aff1 Affiliation 0.86 19.80 *** 86% 0.90


Aff2 0.86 19.76 ***


Aff3 0.87 Standardized


Uti1 Utility 0.81 19.06 *** 86% 0.90


Uti2 0.87 22.28 ***


Uti3 0.90 Standardized


Ide1 Identity 0.85 11.52 *** 76% 0.72


Ide2 0.66 Standardized


Note: ***p < .01.
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Table 4. Fornell-Larcker criterion


AVE SIC


1 2 3 4 5 6


Conversation 0.84 e


Advocacy 0.83 0.60 e


Information 0.86 0.29 0.40 e


Affiliation 0.86 0.29 0.55 0.64 e


Utility 0.86 0.26 0.41 0.80 0.81 e


Identity 0.76 0.30 0.56 0.66 0.64 0.66 e

Table 4 for an overview of the results); and 2) for every pair of dimensions, the chi-square value of
a measurement model that constrains their correlation to 1 is significantly greater than the chi-
square value of a model which allows the correlation to be unconstrained (Anderson and
Gerbing, 1988). For example, for the pair of affiliation and utility, the chi-square difference test be-
tween the two models is highly significant (p < 0.000), indicating discriminant validity for both
dimensions. The results in Table 5 confirm that all chi-square differences clearly exceed the required
minimum value of 3.80 (Ulaga and Eggert, 2005). Thus, both results indicate a sufficient level of
discriminant validity for the dimensions of social currency.


Furthermore, we tested the properties of our proposed hierarchical component model against
a first-order measurement model of social currency. Although, we find a significant chi-square
(c2 ¼ 990,982; df ¼ 119, p < 0.00), the overall good fit indices of the first-order construct do
not yield satisfactory results (GFI ¼ 0.66; AGFI ¼ 0.56; CFI ¼ 0.79; TLI ¼ 0.77;
RMSEA ¼ 0.16). Thus, we conclude that the hierarchical component model of social currency is
superior to the first-order model.


As for social currency, we also assess reliability, variability, and dimensionality for our brand eq-
uity constructs, namely perceived quality, brand loyalty, and brand trust, which we specify as reflec-
tive constructs in line with prior studies (e.g., Chaudhuri and Holbrook, 2001). We find
a significant chi-square and an overall acceptable fit as indicated by the respective fit measures
(c2 ¼ 177,915; df ¼ 74, p < 0.00; GFI ¼ 0.92; AGFI ¼ 0.89; CFI ¼ 0.97; TLI ¼ 0.96;
RMSEA ¼ 0.07). Further, all constructs show a significant level of convergent and discriminant val-
idity (see appendices Tables A.3eA.5 for the respective measures).


Hypotheses testing and nomological validation
To analyze our data we apply a PLS approach. According to Chin and Newsted (1999), PLS can be
a powerful method for analysis because of the minimal demands on measurement scales, sample

Table 5. Chi-square difference test


Dc
2


1 2 3 4 5 6


Conversation e


Advocacy 68.66 e


Information 149.93 267.39 e


Affiliation 147.81 168.08 174.97 e


Utility 157.66 236.97 89.20 174.97 e


Identity 69.96 40.03 29.99 25.86 26.46 e
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size and residual distribution. It is the proper method for getting a general idea and overview of
scarcely examined phenomena and therefore especially suitable for analyzing social currency in
its early stage of development. In line with Barclay et al. (1995), our sample size of 304 (>6 forma-
tive indicators*10) is sufficient to apply PLS. In our study, we choose the variance-based PLS ap-
proach with SmartPLS (Ringle et al., 2005) over a covariance-based approach for the following
reasons: 1) PLS is prediction-oriented and aims at causal-predictive analysis, which can help re-
searchers to examine the relationships among variables in the earlier proposed research framework
(e.g., Henseler et al., 2009); and 2) PLS demands fewer requirements on measurement scales and is
not restricted to the assumption of multivariate normal distribution (Hair et al., 2011; Hair et al.,
2012).


To estimate the reflective-formative hierarchical component model of social currency (Jarvis
et al., 2003; Ringle et al., 2012), we follow Henseler and Chin (2010) by applying a two-stage ap-
proach. Hereby, the latent variable scores are first estimated in a model without higher-order com-
ponents. Subsequently, the latent variables scores are used as indicators in the measurement model
for the higher-order component (Ringle et al., 2012). The respective path coefficients are visualized
in Figure 3.


The results of our PLS model suggest that the constructs in the measurement model demon-
strated adequate reliability and that the measurement model discriminated adequately between
the constructs as all critical values are met. Further, convergent validity of the research variables
is acceptable as suggested by the average variances extracted (Hair et al., 2012).


Five dimensions, namely conversation, advocacy, information, affiliation, and identity show the
expected sign of direction with advocacy (0.54), conversation (0.41) and identity (0.30) as highly
significant on the 1%-level. Hereby, both advocacy and identity represent strong effects (>0.35)
whereas identity’s effect is rather moderate (>0.15) (Cohen, 1988). Though affiliation, utility
and information are not significant at 10%-level, Henseler et al. (2009) point to the fact that for-
mative indices “should never be discarded simply on the basis of statistical outcomes” (p. 302).
Given the theoretical relevance of the respective indicators which we have established, the concep-
tualization of social currency is justifiable.


Hair et al. (2012) points out that there are no overall fit indices for PLS, like the goodness-of-fit
index for LISREL. The cumulative results of the structural model therefore provide the reliable es-
timation for structural models conducted with PLS.


As can be seen in Table 6 the determination coefficients (R2) for the three endogenous variables
range between 0.70 (Brand Loyalty) and 0.33 (Perceived Quality). Chin (1998) and Hair et al.

Figure 3. Results of PLS estimation Note: ***p < .01
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Table 6. Determination coefficient (R2) and predictive relevance (Q2) of endogenous variables (Omission
distance [ 7)


Endogenous Variable R2 Threshold Q2 Threshold


Brand loyalty 0.69 �0.67 (strong) 0.47 >0
Brand trust 0.50 �0.33 (moderate) 0.34 >0
Perceived quality 0.33 �0.19 (weak) 0.27 >0

(2011) suggest that the prediction relevance (Q2) and the results with respect to the path coeffi-
cients are appropriate for the overall evaluation of the model. Applying a blindfolding procedure
with SmartPLS provides the respective value for the Stone-Geisser criterion (Q2). This criterion
shows how the empirical data set can be reconstructed with the model and respective PLS param-
eter (e.g., Fornell and Cha, 1994). If Q2 is larger than 0 the model has predictive validity which
holds in our case (Table 6).


In our hypotheses we predict social currency to be positively related to all three brand eq-
uity measures. The results offer support for all predictions, as can be seen in Table 7. Thus
H1-H3 are supported. Nearly 70% of the variance of brand loyalty can be explained by social
currency.

Discussion
Today, brands have become interwoven into every moment of every day of consumers’ lives. De-
spite the growing interest among marketers in the use of social media platforms to increase the con-
nectivity between their brands and the customer (Martin and Todorov, 2010), academia has not
introduced a feasible metric which captures the incremental value resulting from these brand dia-
logues and interactions. Therefore, the objectives of this study were twofold: 1) Conceptualizing
and developing a new multidimensional formative construct social currency to measure the social
value of brands; and 2) empirically validating our construct and its multiple dimensions and exam-
ining its nomological validity by exploring its influence on well-established brand equity measures.
To empirically evaluate social currency and to test our hypotheses, we apply data from a U.S. con-
sumer survey in the automotive context. Our results produced notable findings which we will dis-
cuss in the following section.


First, we find support for measuring social currency in a hierarchical component model (Reflec-
tive-formative type, Ringle et al., 2012). While prior research has acknowledged the importance of
brand-related customer-to-customer interactions as a value driver of brands (e.g., Leone et al.,
2006), most research has focused on the effects of advertising and marketing efforts of firms as
the main antecedents of brand equity (Yoo et al., 2000). But, as we point out in order to manage
brands effectively, companies need to know how to measure the social relevance of their brands
which results from these customer dialogues. Thus, a viable metric to assess the social value

Table 7. Path Coefficients and t-values of Structural Model


Path Hypothesis t-value (C.R.) Path coefficient Support


Social currency / Perceived quality H1 8.27 0.57 þ
Social currency / Brand loyalty H2 7.78 0.52 þ
Social currency / Brand trust H3 6.87 0.71 þ
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resulting from brand-related customer-to-customer interactions is needed. However, unidimen-
sional approaches that measure single components of social currency (such as customer’s behavior
in brand communities) do not capture the conceptual richness of this construct. The proposed for-
mative multidimensional measurement approach enables us to precisely identify key dimensions of
social currency which provide managers with insights regarding which actions to take to improve
their brand’s social currency. Based on our literature review and interviews, we specified six dimen-
sions: conversation, advocacy, information, affiliation, utility and identity. We find advocacy, con-
versation and identity to be the most important constituents of social currency for our automotive
sample. Contrary to our proposition, we find three dimensions, namely information, affiliation,
and utility, not to be significant on a 10%-level. In our interviews with CMOs, we find evidence
that the dimensions’ relevance might differ between industries and/or product categories which
could be one explanation for the non-significant effects. For example, identity might play a rather
strong role for lifestyle products (such as the automobiles), whereas utility could be more meaning-
ful in highly complex product categories such as software or hi-tech products. Furthermore, given
the maturity of participating in and making use of social media within in an industry, certain di-
mensions might be more important at an earlier stage (e.g., conversation) and others (e.g., identity)
at a later stage. We will discuss the managerial relevance and the resulting implications for our find-
ings in the next section.


Second, our findings support all our proposed hypotheses and show a positive effect of social
currency on brand equity. Thus, we can empirically validate our social currency construct with
our analyses. Further, the linkages we found between social currency and brand equity support
our view that understanding a brand’s social currency is important for companies to increase
brand equity measures, such as brand loyalty or brand trust. These additional insights can
also be used to investigate further consequences (e.g., financial brand equity measures or cus-
tomers’ evaluation on brand extensions) apart from brand equity that might be influenced by
our construct.

Managerial implications
Our study also provides relevant implications for managers and offers insights on how companies
can benefit from social currency. Today’s digital technologies open up new opportunities for build-
ing social currency. Nowadays, customers might proactively engage in conversations about brands
and their lives. They choose to advocate as well as recommend certain brands over others. As most
conversations online are often beyond the direct influence or control of a firm, firms must find
innovative and creative ways to thoughtfully leverage these independent brand conversations
and act credibly in the digital arena. It is imperative for top managers to explore social currency
and build a social currency strategy that takes into consideration their specific business situation.
Our study results might influence and assist managerial decisions in the following areas: 1) mea-
surement of customers’ perception of social currency; 2) allocation of marketing resources and de-
velopment of efficient marketing efforts to nurture a brand’s social currency; and 3) social
currency’s effect on firm performance.


If managers conduct research on a brand’s social currency they need to ensure that their mea-
sures are appropriate to capture the conceptual richness of this multidimensional construct. Using
a higher-order formative model allows companies to derive the specific relevance of certain dimen-
sions that lever social currency. Thus, managers can gain a better understanding of which dimen-
sions they need to focus on in order to generate social currency, (i.e., they improve their knowledge
about how people engage with the new technological ways e such as social media or social net-
works e of connecting, collaborating and co-creating around brands). In our study, we focus
on the automotive industry and find conversation, advocacy, and identity as the most important
constitutes of social currency. Automobiles, as high-involvement products, offer a continuous plat-
form for customers to engage in promoting a brand or to inform themselves about a respective
brand. For example, companies could support this by offering online platforms (such as blogs
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or a Facebook page) for their customers to actively stimulate further conversations among each
other. Furthermore, our findings show that identifying with other owners and showing them
you drive the same car is as important element of social currency for brands in the automotive
sector. Thus, managers can actively enhance social currency by creating or reinforcing a unique
identity among their users by, for example, hosting brand-related events or supporting owner
get-togethers. Nevertheless, in other settings other dimensions might increase in importance.
For example, in the consumer electronics industry, one might expect customers to pay special at-
tention to the informational value they can derive from customer-to-customer interactions when
talking about TV set brands such as Samsung or Phillips. From a brand’s social currency, managers
can derive the specific components of their brand’s social value that are especially important in
their industry.


This knowledge can further be used to develop new marketing strategies and improve market-
ing resource allocation. Social currency’s formative nature enables managers to allocate market-
ing resources according to the respective importance of a brand’s social currency components
thereby guiding a firm’s crucial marketing mix decisions. Thus, in the automotive sector, man-
agers should allocate their resources to develop or protect a strong identity among their users, as
well as to create talking points for their customers. At the same time social currency efforts have
to be based on a brand’s original roots, leveraging its strengths in a social context, and keeping in
mind the differential effects of certain dimensions of social currency in different industry set-
tings. Although social currency is of significant importance for the automobile industry, man-
agers should keep their core brand characteristics in mind and not try to create marketing
efforts to steer online conversation which do not comply with these characteristics. For example,
a prestige brand like Mercedes-Benz should not create viral marketing efforts that are not in line
with their corporate identity. Successful case examples (e.g., Dunkin’ Donuts) show that value-
creating programs should involve a carefully designed mix of digital efforts, online experiences in
networks, traditional brand building, and even product development efforts. Social currency also
enables companies to assess the success of their marketing efforts by tracking the development of
their brand’s social currency over time. Further, social currency can be used to benchmark your
brand against other competing brands.


Moreover, a firm’s brand equity is strongly dependent on its social currency. In particular, social
currency serves as significant driver for perceived quality, brand loyalty, and brand trust. Previous
research has also shown a strong link between brand equity and a firm’s performance. For example,
Srivastava et al. (1998) develop a conceptual framework for the marketing-finance interface and
find brand equity to influence firm performance (e.g., enabling the firm to charge higher prices
or receive higher market shares). Thus, improving social currency can ultimately result in an im-
proved economic performance of the respective firm, again highlighting social currency’s relevance
in managerial decision making. Additionally, social currency’s importance might strengthen mar-
keting managers’ positions within the organization and help their communication with top echelon
executives.

Limitations and further research
Although our study shows that social currency has scientific and managerial relevance, there are
also limitations which should be addressed in any further investigation of marketing theory and
practice. First, our empirical study was limited to the automotive industry due to its high brand
relevance which reflects the importance of social currency in this brand category. In-depth inter-
views with CMOs revealed that social currency might differ across industries. Thus, certain dimen-
sions of social currency such as affiliation might be more important in other product categories. For
example, users of the Apple iPhone tend to develop a sense of belonging and strong affiliation with
other users of Apple products after their product purchase of this lifestyle brand. Therefore, social
currency should be tested across different product categories and types of brands to validate and
generalize our social currency measure.
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Second, three indicators of the formatively measured social currency construct are non-
significant even though they all represent relevant characteristics of social currency and have
high face validity. However, prior research has addressed the issue of unobserved heterogeneity
that might influence PLS estimates at the aggregate level and thereby cause non-significant paths
(Rigdon et al., 2011; Sarstedt and Ringle, 2010; Sarstedt et al., 2009).1 To address this issue and
to provide additional extended results, future research could apply the finite mixture PLS approach
to consider the possible effects of unobservable moderating factors (Hahn et al., 2002; Hair et al.,
2011; Sarstedt et al., 2011; Hair et al., 2013).


Third, our framework is only a starting point and allows for further research. In our study, we
focused on the impact of social currency on consequences that were related to brand equity. How-
ever, other factors should be considered, for instance customer engagement. The inclusion of other
factors in the model might potentially reduce the overall impact of social currency on brand equity.
Additional research might address this limitation and establish antecedents and further conse-
quences of social currency; e.g., real (purchase) behavior.


In conclusion, we contribute to existing research related to the social dimension of brands and
consumption by theoretically structuring the relevant streams of research and by finding evidence
of social currency’s economic relevance in an overall brand equity framework. Social currency has
a potential for additional value creation for both, companies and customers, therefore further in-
vestigation is needed.

Acknowledgements
The authors thank three anonymous LRP reviewers as well as the editorial board for their valuable
comments and their helpful suggestions.

Appendices

Table A.1. Measurement of social currency e items


Construct Items Mean S.D.


Conversation Con1: I read a lot of positive things about this brand on the Internet and other media 4.03 1.04


Con2: I hear a lot of positive things about this brand from people I know 4.08 1.04


Advocacy Ad1: I feel the need to tell others how good this brand is 3.84 1.12


Ad2: If someone speaks negatively of this brand, I will defend the brand 4.04 1.07


Ad3: I have recently recommended this brand to other people 3.95 1.25


Information Inf1: It is easy to share information and new ideas with other users of this brand 3.60 1.17


Inf2: Through other users of this brand I get to learn something new or fun 3.39 1.25


Inf3: Through other users of this brand I get valuable information 3.47 1.24


Inf4: I take the opinion of other users of this brand seriously 3.68 1.20


Affiliation Aff1: Through this brand, I feel like a member of a community 3.46 1.26


Aff2: I feel a connection to other users of this brand 3.60 1.24


Aff3: I get to know interesting people through this brand 3.23 1.37


Utility Uti1: Users of this brand share values that are important to me 3.63 1.21


Uti2: Other users of this brand help me to learn and grow as a person 3.05 1.30


Uti3: Users of this brand allow me to be cutting edge and in-the-know 3.22 1.330


Identity Ide1: I can identify myself well with other users of this brand 3.87 1.13


Ide2: Other people like me use this brand 3.52 1.23


1 We are grateful to the Editors for suggesting addressing this issue.
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Table A.2. Measurement of brand equity e items


Construct Items Mean S.D.


Perceived


quality


PQ1: This brand offers very good quality 4.57 0.81


PQ2: The offer of this brand is very reliable 4.55 0.82


PQ3: The offer of this brand fulfills my expectations and personal needs 4.49 0.88


PQ4: This brand constantly works on improvements and innovation 4.48 0.86


PQ5: This brand offers very good quality 4.55 0.83


Brand loyalty BL1: I am very satisfied with this brand 4.32 0.98


BL2: I am a loyal customer of this brand 4.57 0.77


BL3: I would definitely recommend this brand 4.37 1.01


BL4: I would miss this brand if it did not exist anymore 3.78 1.19


Brand trust BT1: This brand gives me confidence and certainty in the


consumption of its product/service


4.25 0.97


BT2: This brand never disappoints me 4.04 1.00


BT3: This brand would be honest and sincere in its explanations 4.14 0.93


BT4: I could rely on this brand to solve any problems 3.78 1.14


BT5: This brand would make any effort to make me be satisfied 4.05 1.03


Table A.3. Brand equity e construct properties


Item Dimension Factor


loading


t-value (C.R.) p Average variance


extracted (AVE)


Construct


reliability


Coefficient


alpha


PQ1 Perceived quality 0.91 27.68 *** 90% 80% 0.95


PQ2 0.91 28.09 ***


PQ3 0.89 26.17 ***


PQ4 0.84 22.79 ***


PQ5 0.93 Standardized


BL1 Brand loyalty 0.82 17.72 *** 76% 60% 0.84


BL2 0.89 Standardized


BL3 0.77 16.26 ***


BL4 0.54 9.96 ***


BT1 Brand trust 0.76 14.77 *** 78% 61% 0.88


BT2 0.72 13.82 ***


BT3 0.89 18.17 ***


BT4 0.69 13.00 ***


BT5 0.82 Standardized


Note: ***p < .01.


Table A.4. Brand equity e Fornell-Larcker criterion


AVE SIC


1 2 3


Perceived quality 0.90 e


Brand loyalty 0.75 0.65 e


Brand trust 0.78 0.30 0.40 e
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Table A.5. Chi-square difference test


Dc
2


1 2 3


Perceived quality e


Brand loyalty 172.99 e


Brand trust 537.59 282.17 e
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