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Abstract

Virtual worlds are three-dimensional, computer-generated worlds that are a
natural extension of the existing Internet. Although many businesses are jumping on
the bandwagon to maintain a presence in virtual worlds, there is no well-established
knowledge or theory to guide businesses in their involvement in these environments.
In this paper, we identify affordances in the virtual worlds that can be used to
increase the state of flow experienced in a business virtual site, which in turn may
enhance brand equity, or the perceived added value of a brand to customers. We
present a conceptual model that can be used to guide future research and industry
practice on business implications of the virtual worlds.
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Virtual worlds are the next stage of the Internatl @ahey present opportunities for
businesses to find new ways to provide value t@aornesrs. Examples of virtual worlds include
Second Life, There, Active Worlds, and Kaneva. 9ry (1996) defines virtual reality or virtual
environments as “the use of computers and humarpetaninterfaces to create the effect of a
three-dimensional world containing interactive algewith a strong sense of three-dimensional
presence” (p. 62). In virtual worlds, people “@kithrough their avatars, which are digital
representations of the user in the form of simulé&tedies.

Avatars do not have to replicate the user's physieatures or even look human
(Walmsley, 2008). Digital representations can bglang from animals to animations. In fact,
some of these “other than human” forms have deeeldpeir own subculture. Avatars increase
one’s sense of socializing “by putting a face te tudience and reinforcing its presence”
(Walmsley, 2008, p. 13). A user’s avatar can mimyevalking, running, or even flying. Also, a
user’'s avatar can interact with objects, eithet cgamaginary, and with other avatars (Pratt,
2008). Some virtual worlds provide communicati@apabilities that include textual, visual, and
auditory to facilitate involvement and learning ¢gsnbrenner, Nah, & Siau, 2008), which can
help to create brand awareness or enhance the wllaegbrand. Such learning can occur by
interacting with others through their avatars athvather objects in the environment.

In the virtual world environment, instead of loogiat pages of product descriptions like
on a 2D Web, one can participate in designing ataruizing products, and carry out text or
audio conversations with the avatars of busingsesentatives, thus increasing the richness of
conducting business activities. Almost any busredivity that can be conducted on the Web
can be conducted in virtual worlds. Customersloak at virtual products, customize and order
items, and ask customer service questions abodupt®and services. Dell, for example, allows
computers to be customized in Second Life and thenhased through a Web page (Brandon,
2007). Businesses are participating in virtual ld®ibecause they see significant potential and
opportunities with the exponentially increasing plapion in these environments (Schwarz,
2006).

Due to the attractiveness and potential of thenenliirtual environment for promoting
products and services, companies are includingeaepce in virtual worlds to promote their
brands. However, what affordances in virtual wordds help to enhance brand equity or the
added value of a brand?

This paper explores the business implications aotkntial of the virtual world to
enhance brand equity. Businesses are utilizingntimeersive environment to enrich customers’
experiences, enhance interactions with customespeaific brands and products through hands-
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on activities, and improve customer service by h@the avatars of their representatives provide
demonstrations and hands-on help, thus enhancarglilaquity. We adopt the perspective of the
theory of flow to explain how businesses can creaig enhance positive perceptions of brand
equity.

Background On Business Opportunities In Virtual Worlds

Virtual worlds are creating new windows of opportyrior business applications. In fact,
the opportunity as a new commercial tool is vergeging (Brandon, 2007). For example, IBM
is utilizing the virtual world environment to enle@ncustomer training, create immersive social-
shopping experiences, and host events (LaMonic@7)20 Best Buy's Geek Squad extended
their customer service into the virtual worlds. e&quad, for example, will answer computer-
related questions in Second Life (Brandon, 20033ues with computers that cannot be resolved
within Second Life provide an opportunity to referstomers to a physical Best Buy location,
where technicians can fix computer problems at Bests regular rates. Many other companies
have also created a presence in virtual worlds ssc8econd Life. They include H&R Block,
Cisco Systems, Reuters, Dell, Sun Microsystemsti&gnToyota, Mazda, Nissan, Circuit City,
Sears, MTV, Adidas, American Apparel, and PA Cotisgl

The virtual worlds can become an optimal testind ararketing platform for companies
if customers’ experiences can be maximized in thteal worlds. Erik Hauser, who is a founder
of Swivel Media, a virtual brand management compamgicates, mentioning Schwarz, that the
biggest benefit of businesses’ presence in thaaliworlds is theéngagemenit

“In today’s hyper cluttered space, marketers acgyuo get a second or minute
of a consumer’s attention. We were able to ‘engage’audience for hours not minutes
or seconds.” (Schwarz, 2006)

The above statement helps to explain and illustrdite the concept of flow is relevant
and important for understanding the business irapbas of virtual worlds.

Theoretical Background

The theory of flow was developed by Csikszentmih&90, 1998) to describe the
mental state when one is completely focused, abgordnd engaged in an activity. Flow has
been defined as an intrinsically enjoyable expegesuch as one that a person might experience
in a gaming event (Privette & Bundrick, 1987). Mas flow models have been proposed, tested,
and used to identify characteristics of individuéshnologies, and the environment that would
create the flow state.

Ghani, Supnik, and Rooney (1991) studied the diffees between computer-mediated
groups versus face-to-face groups and identifien ¢chharacteristics of the flow state as: (a) total
concentration in an activity, and (b) enjoymentnirearrying out the activity. As shown in
Figure 1, Hoffman and Novak’'s (1996) model on fleemprises three categories of Web
navigation characteristics: (a) an individual'slisiset or control characteristics (skills and
challenges), (b) the Web environment or contentastaristics (interactivity and vividness), and
(c) an individual’s motivation or process charaist&ss (goal-oriented and experiential). Control
characteristics are important because individuafs experience anxiety or boredom when the
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congruence between skills and challenges is not m@bntent characteristics relate to the
mechanical systems enabling smoothness in onlieeaictions, and the richness of the medium
in enabling a variety of cues and in informatioegantation. Process characteristics describe an
individual’s cognitive motivation in an activity sbh as browsing the Web. These three
categories present the conditions for experientnegflow state. Figure 1 also shows possible

outcomes of flow: increased learning, perceivedabiral control, exploratory mindset, and
positive subjective experience.

Novak, Hoffman, and Yung (2000) developed a reviseodel in their subsequent
research. In their model, flow in the Web enviremiis determined by (a) high levels of skill
and control, (b) high levels of challenge and aahu&) interactivity in terms of speed, and (d)
telepresence / time distortion. In comparison whidir previous research (Hoffman & Novak,
1996), skill and challenge in control charactecstiare separated as skill/control and
challenge/arousal which contribute directly to floMovak et al.’s (2000) test of Hoffman and
Novak’s (1996) flow model suggests that applying flow model in a limited context may
require modifications based on the context of aapilon. Since virtual worlds are new and
emerging, we will draw on the three main categoakantecedents proposed by Hoffman and
Novak to discuss how the distinct characteristicthe virtual world environment could morph
the flow process experienced by (potential) custsrirebusiness virtual world sites.
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Figure 1. Hoffman & Novak’s (1996) Model
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Model Development

As discussed earlier, Hoffman and Novak (1996) tified three categories of
characteristics (control, content, and process)ritnring to the flow phenomenon. Control
characteristics comprise skills and challenges evbdntent characteristics include interactivity
and vividness. Extrinsic and intrinsic motivatioognstitute process characteristics of flow
antecedents. Note that we narrowed the scopeeséttwo terms to emphasize the goal-oriented
and experiential nature of motivation.

We identify affordances provided by the virtual Woenvironment and examine how
they afford flow antecedents in virtual worlds. b&n (1977) originally defined ‘affordance’ of
an animal to be “a specific combination of the @mies of its substance and its surfaces.”
Although this definition is frequently applied thet properties of objects (Norman, 1988),
Gibson (1977) clarified that it can also be appledn entire environment. The word “afford”
means “to make available.” An affordance is a propof an object, animal, or environment
that affords, or makes available, certain action&or example, having a handle affords the
ability to carry an object, and the ability to #iffords the ability to travel quickly from one p&ac
to another. Virtual worlds afford a variety of iacts and mental states, which in turn affect how
people act in these worlds and interact with onalesr, which then affect feelings of presence
and flow.

The affordances present in a virtual world canease social networking opportunities in
several ways. Most virtual worlds actively encagadhe forming of social networks through
groups that people can join and theme-specifictioes where like-minded people can gather.
The ability to host virtual events is another wayhich people can be brought together. The
global nature of virtual worlds allows people whould otherwise be separated by geography to
meet in the same virtual space and form social owdsv If a given social network takes an
interest in a certain product, company, or servihen these social networks can then affect
brand equity by forming and dispersing opinionswtibe product, company, or service. If the
members of a social network rate a product highly disseminate this information to others, it
can lead to an increase in brand equity and prosialets. Conversely, if a social network is
formed around the dislike of a product, companyseuvice, then the negative opinions and
protest actions by members of the group can halevastating affect on its brand equity (Ward
& Ostrom, 2006).

In the following subsections, each group of theeeatlents will be explained and the
affordances that explain the objects or environaderiéatures enabling the antecedent
characteristics will be discussed.

Control characteristics. In Hoffman and Novak’s (1996) research, controlrabteristics
relate to individual's skills and challenges. Nk al. (2000) looked at control characteristics
as skills and control of challenge. Skills, in ttentext of online navigation, are defined as “the
web consumer’s capacity for action during the anlivavigation process” (Azjen, 1988) while
challenge, in the marketing context, is definedtlas consumer’s opportunities for action on the
web” (Novak et al., 2000). Control is “customedbility for action” (Azjen, 1988). Hence,
control of challenge refers to the customer’s gpth utilize their skills when facing a challenge.
Skills in the context of this research refer to tieer's capacity to navigate the virtual world
environment, manipulate virtual objects, and beoiwed in the activities provided by the
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environment. Challenges, on the other hand, teféhe difficulties experienced in navigating
the virtual world, in creating virtual objects, ammdgetting involved in the activities provided by
the environment. Therefore, the affordances thatvaor the use of skills and the affordances
that present challenges to users are the sanw bdtordances. Any given affordance creates a
challenge if the user struggles to use that affecdasuch as having difficulty navigating, and
the same affordance allows the use of skills ifuber is experienced at navigation.

For the purpose of this paper, we will focus ontytbbe environmental factors rather than
individual factors in defining the affordances. the case of virtual worlds, skills comprise of
what a person needs to function in a virtual watddh as being able to navigate from place to
place, make new virtual objects such as clothes cantrol one’s avatar. Virtual worlds afford a
variety of skills and challenges. The five affordas included in our model are navigational aids,
mentors, help, training programs, and design tet@plgee Table 1).

Table 1 Affordances Influencing Control Characteridics in Virtual Worlds

Affordance Description

Navigational The ability to move from place to place is a kel sk virtual worlds, but it car]
aids also be a challenge for users that have difficuiyng the supplied navigationfl
aids. In order to move in a virtual world, useeed to master the simpje
mechanics of moving forward, turning, jumping, aadforth. Once those basics
have been learned, users can move their avatarsdistances, which then
require navigational skills. Virtual worlds proeddifferent affordances that
may help users navigate in the world. All virtwarlds provide navigation b
sight, that is, users can look around and walk ftheir current location to thejr
desired location. Most virtual worlds provide aduhal affordances in the forn
of maps or other navigation aids such as View-iawiMaps, Animatior
Guides, and Human-System Collaboration. Effectise of navigation allowp
individuals to meet more people, which can leagadicipation in more socigl
networks.

Mentorship  Virtual worlds may assist users in developing tls&itls by providing mentorg
Second Life, for example, has a special islanchéw users. Experienced users
can voluntarily visit this island and assist newerssin learning the skillp
necessary to function in Second Life. These mentan provide assistancel|in
everything from learning to walk to customizing tara.

Online help Virtual worlds provide various help functions toeus. Online help may He
available through help screens and informationdletn boards in the virtug|
world. PDF instruction manuals may also be avélédy downloading

Training Some virtual worlds provide training programs. faralsland in Second Lifg,
programs for instance, provides various types of trainingriew users. Users are ablg to
participate in these programs at their own pacg tnaty are able to function at|a
skill level sufficient to allow them to leave Avatésland and enter the majn
areas of Second Life.

Design Users can obtain a design template for given objestich as clothes ¢r
templates  transportation, and then use the template as anfiegi design that can Qe
further modified and customized.
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Content Characteristics. The role of content characteristics on flow dstattracting the
attention of users with appropriate informatiorchness of media, and stimulating content.
Interactivity and vividness are components covetirgtechnical and social enablers of artifacts
and their characteristic behaviors within the \attworld.

Researchers such as Steuer (1992) and Novak €(#fl0) focus on the mechanical
perspective of interactivity. Steuer defined iatgivity as “the extent to which users can
participate in modifying the form and content afinadiated environment in real time” and as a
function of speed, range, and mapping. Novak.gR800) measured interactivity only with the
speed of interaction. In a Web navigation envirenminterpersonal interactivity may not be as
important as in the virtual world environment bessmumost information is one-directional but
interpersonal interactivity is an important compainef the virtual world environment. Virtual
worlds, compared to other online applications, appge promote both interpersonal as well as
technical/mechanical aspects of interactivity. fA@n and Novak (1996) identified the
performance characteristics of ease of use, mapppeged, and range as influencing interactivity,
and recognized both interpersonal as well as mécdlamspects of interactivity. Ha and James
(1998) identified five dimensions of interactivityn business Websites: playfulness,
connectedness, information collection, reciprocammunication, and choice. The five
dimensions cover both interpersonal communicathgeraechanical interactivity.

In applying the dimensions of interactivity to val worlds, the following phenomena
are observed in the virtual world environment: i(agresting content and events (playfulness)
can be easily found; (b) relationships are builtoag people (connectedness); (c) intended
experiences are gained (information collectionyisyting places, viewing a movie, and meeting
other people; (d) many means and opportunities alk to other residents (reciprocal
communication) are available; and (e) the enviramngives people a feeling of control in
communication, navigating, and participating in pmemotional events (choice).

Lambard and Ditton (1997) suggest various waysntwease interactivity, that is: (a)
when the medium responds to a greater number oftsnigb) when the user can manipulate a
greater number of object behaviors, (¢) when trex nan manipulate a higher degree of object
behaviors, and (d) when the medium responds to stsewli more quickly. The objects
mentioned here would include common virtual objectd avatars. These guidelines imply that
a virtual world can provide more interactive enmineent when there are more objects, including
humans represented by avatars, when the objectm@m® responsive, and the responses from
any object are quickly given and varied. We consitiee affordances that can lead to
interactivity, namely social networks, sports, eévieosting, concierge, and reactive objects, and
explain them in Table 2. While social networks, rsgo0and event hosting describe the
environment where interactivity can be fosteredhcoerge and reactive objects are objects which
provide interactive services.
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Table 2 Affordances Influencing Content Characterstics (Interactivity) in Virtual Worlds

Affordance Description

Social Since virtual worlds allow avatars to express tleinotions, gesturesnd physica
networks movements as realistically as possible, a persenacting with other individuals would
receive feedback with multiple stimuli the instaiée person speaks or touches. Sogial
networks can take many forms, ranging from nonterisas in Myst (where there are ho
other users), to walking around randomly in Sechife, and to well organized socigl
groups as in campaign teams in World of Warcradti&@ networks that are formed by
satisfied users of a given product can increasedoeguity by informing other people pf
the product.

Sports Sports events can allow sk-term groups of people to interact with each otti&ports”
events is used in a very general context to include amgfrom skydiving in Second Life, tp
playing at an amusement park, to stock car raciBgorts in virtual worlds range fromn
passively watching sports events to actively pguaiing in them.

Event Hosted business events are an example of a-term gathering. Cisco recently held
hosting event in which users were able to interact withirtual data center and see a virtjial
version of very high-end networking equipment (Btam, 2007). Such events chn
increase the loyalty of already satisfied custoraasreach new customers.

Concierg: Businesses mahave offices that receive visitors and offer sornmel lof concierge. In
virtual world business office, a concierge will bee or more persons who know the
company and its products and can answer questions ¥irtual visitors. Best Buy's
Geek Squad provides a service similar to our canoém concierge by answering
customers’ questions about products. Effectivecimyges can improve visitorg
opinions about the company.

Reactive Reactive objects can be modified by users. Th&t faxampe a typical user wil
objects encounter is his or her avatar. An avatar can béiffad in almost any way imaginablE,
from changing its gender, species, size or otharagiteristics. Another example |is
being able to customize virtual versions of objebtst can then be purchased in their
customized form in the real world.

Vividness is defined as “the representational redsnof a mediated environment as
defined by its formal features” (Steuer, 1992) aahprises both depth and breadth of vividness.
Valacich, Paranka and George (1993) examined tedtin dimension of vividness and define it
as “the number of sensory dimensions presented selglorelated to media concurrency.”
Walther (1992) suggests that the breadth of comeation narrows when there are not many
visual and audio cues. Steuer (1992) examinedi¢pth dimension by assessing the quality in
each of the sensory dimensions.

In looking at the breadth and depth of vividnessibesses can utilize different media to
present contents effectively. For example, Nik&eatond Life promotes their athletic shoes by
giving away free shoes in places like free mark&g.giving away shoes, Nike can use writing,
pictures, video streams, and/or graphics to efiityedeliver their messages to enhance breadth.
Quiality of the promotional activity can be realiagten the video shown in the promotion is of
superior quality in terms of fidelity and sound bya

Aside from the mechanical aspects of interactiaityl vividness, content involves social
considerations as well. Lambard and Ditton (199iéntify social realism, in the use of media
convention and in the nature of task or activityking, in which the user experience becomes
more realistic. Social realism will be increasedrbducing the error patterns that computers
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generate, and incorporating conventional humanstaski human speech or behavior patterns
(Lambard & Ditton, 1997).

High quality video and audio are necessary for amyld to be perceived as vivid.
However, just having high-resolution images andestewill only convey a static sense of
vividness. Hence, vividness needs to be incorpdratto the interactivity dimension in virtual
worlds. Five affordances that can contribute teidriess in the virtual worlds are realistic
objects, spatial 3D, avatars, multimedia, and ledpdback (see Table 3).
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Table 3 Affordances Influencing Content Characterstics (Vividness) in Virtual Worlds

Affordance

Description

Realistic
objects

Having an object that looks real is one level oidmess, but the next level is f
that object to act real. As an example, considarotorcycle. Virtual worldg
afford vividness by allowing objects to have dynarand realistic qualities.
motorcycle in a virtual world should have all oéthorrect components of a rq

motorcycle including having moving parts, and makirealistic sounds that

change according to situations such as high orsiwess on the engine. It shot
also be possible for users to ride the motorcyeléhe virtual world and have
respond in realistic ways. Presenting realistituai copies of real-world objec
can be used as a marketing tactic.

DI

I\
al

Id
t
S

Spatial 3D

Spatial 3D refers to the three-dimensional senseotfersion provided by virtug
worlds in which people can see into the distanaayerin all three dimension
and view in all three dimensions.

V)

Avatars

Avatars interact with objects, allow the user t@krexactly where he or she
can see their reflection in mirrors, hold objectshieir hands, and see other us
while talking to them. Business representativestesie the form of avatars a
communicate with visitors or (potential) customers.

S,
ers
hd

Multimedia

The multimedia nature of virtual worlds affords ieais means of conveying

information. Information aa be transferred using text, graphics, and a(
Virtual worlds allow text to be conveyed in any thie usual ways, althoud

sometimes with minor differences, over other onkngironments. For examplg

instead of posting text on a Web page, it can lstegowith virtual paper on
virtual bulletin board that users can read in thvual world. The vividness of
virtual world will be increased if the graphics theer sees are realistic looki
and of high quality and color depth. Virtual worlcEn also increase vividness
using background or ambient sounds, such as binggng in the distance, th
sound of the wind blowing, or water flowing to irese the vividness of t
virtual world experience. For example, Second liifereases the vividness
flying by adding the sound of rushing air. Furthere, the sound increases as

h

A
A
g
by
e

e
Df
an

avatar flies faster and decreases when the avetagakes speed, which enharjces

the feeling of speeding through the air.

Haptic
feedback

Haptic feedback is the term used to convey a sehseuch to users. Virtug
worlds can have two types of haptic feedback, @ndhfe avatar and one for t

user. Of course, avatars cannot feel anything,theitvividness of interacting

with objects in the virtual world can be increadayl conveying a sense

bumping into furniture, walls, trees, and otherealtg. It decreases the vividng
of a tree when one’s avatar can walk right throughith no resistance and
increases the vividness of a wall when one’s avatanrot only stopped by th
wall, but hits it with a little “thud” sound andightly bounces back from th
impact. Haptic signals can also be sent to theéuseal body using equipme
such as game controls that vibrate; these contsobdéready exist and are

commercial use with certain video games. More me@elvances even allo
computers to convey a sense of touch to users. ekample, Japan’s NT
company recently announced a glove that allowsutter to “touch” and feg

I
he

Df
SS
it
e
e

s

virtual objects (Knight, 2007).
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Both interactivity and vividness influence contetht)s increasing the level of perceived
reality in the virtual environment. Vividness anssvguestions such as how technology can
provide more output stimuli and reactions to ingtitnuli, and whether sound will also be 3D.
The interactive nature of objects, such as tastilauli, force feedback, and movements, in the
virtual world also adds reality to the world (Laméb& Ditton, 1997).

In regards to content characteristics, social auvity would be increased when objects
are responding to avatars in more humane ways &ed Where are more people who can build
relationships nearby. Widening the number of exgioes avatars can make, providing a variety
of methods and options to code object behaviorgingamore users in the world, and other
efforts to increase social cues and interactionsimerease the social interactivity and vividness.
The increased interactivity, in turn, would helpopke to feel that they are in the real world
rather than an augmented world.

Process Characteristics. Process characteristics refer to the motivatwrpéople to start

Web navigation (Hoffman & Novak, 1996). Sharafgdfnan, and Montgomery (2006) identify
how different levels of challenge would requireheit intrinsic or extrinsic motivation to reach
the flow state. Hoffman and Novak (1996) view firecess characteristics to be either goal-
oriented or experiential. We termed process claratcs of goal-orientation as extrinsic
motivation and experiential orientation as intringnotivation since they are two different
aspects of a user’'s motivation. Motivation carsarfrom personal factors such as desire,
curiosity, and interest which are intrinsic in matuwhile extrinsic motivation refers to a user’s
response to environmental factors such as rewacthlgpressure, and punishment.

Virtual world users could be motivated to particgoan activities that pose challenges to
them. For example, there are several places iarfselcife where you can go and receive Linden
dollars by participating in surveys. Three affordas in virtual worlds that affect extrinsic
behavior are monetary incentives, free trials adises, and competitive events (see Table 4).
These extrinsic motivation affordances can be asegart of the marketing and public relations
campaign. If implemented properly, such affordancan encourage and influence the use of
products and ultimately, increase brand equity.
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Table 4 Affordances Influencing Process Charactestics (Extrinsic Motivation)

in Virtual Worlds

Affordance  Description

Monetary Monetary incentive refers to any kind of incentavébusiness or site offers to users

incentives their potential customers. For example, H&R Bladfered a substantial discount pn
their Tango software to people that visited the pgany island in Second Life (Brandd
2007). Nearly any type of coupon, discount or nyogiee-away that can take place
the real world can also be offered in virtual werld

Free trialc Companies can also offer free products and servaidger temporarily or permanent|

and services

Any type of free offers such as buy two get one fiffers, free product give-aways, d
virtual product give-aways can be offered in vittumrlds. Monetary incentives ar
free products, trials, and services can have thedmpact on extrinsic motivation
the virtual world as they do in the real world.

Competitive
events

Gifts such as trial samples or other prizes for petitive events can lureeople tc
participate as well. In addition to the prizesttban be won in such contests, mg
people are also motivated by the competitive nadfisuch contests. Attracting peo
to contests by appealing to people’s competitiveineacan produce the same busi

nd
d
n

Iny
le
SS

benefits as doing so in the real world by creatmxgitement and word-of-mouth
advertising opportunities, not to mention genematinnovative ideas from new and

existing customers.

People are intrinsically motivated to do somethiwhen they get pleasure and
satisfaction from the behavior itself (Deci, 197%irtual worlds also afford ways to tap into
people’s intrinsic motivation in ways that can biengusinesses such as creating a community of
loyal customers and using games to entice potentiatomers to buy or learn more about

specific brands or products.

environment

are exclusive memberships, exclusiveesship, and games (see Table 5).

Table 5 Affordances Influencing Process Charactestics (Intrinsic Motivation)

in Virtual Worlds

Three examples ofh saffordances in the virtual world

Affordance

Description

Exclusive
memberships

Many people are strongly motivated by a sense tdniging, a feeling that mar
business use to promote customer loyalty througlows membership and custon
relationship management programs. Businessesasily effer space in virtual world
to which only members have access, such as thealiequivalent of a private soci
club. For example, an airline could partner witbnffac, which has a presence
Second Life, to offer miles to people who purchases, either virtual or real, i
Second Life. These types of membership programsrzaease the exclusiveness 4
prestige of products.

Exclusive
ownership

Some virtual worlds motivate er's sense of belonging to a world by allow
exclusive ownership of everything from clothesdad. In many virtual worlds, use
can customize their avatars with items owned ekals by the user, either becau
the user directly developed the items or becauseausler paid someone else to deg

the items. Ownership can extend to other itemsh si3 weapons in World of Warcraft,

vehicles or mounts, buildings, and land.

'S
5e

ign

Game

Games and other amusements can be used to irafipsitotivate peoje to engage i
activities that also benefit the businesses progidhe games. Games can refel

to

multi-user or single-user activities, but the foési®n events that users are motivated

from within themselves to participate in.
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All of the affordances discussed above under cgntomtent, and process characteristics
are antecedents that contribute to the flow expeee

Outcomes of Flow. Various outcomes of flow are possible. Theyudel cognitive, task-
related, and behavioral outcomes. In the contéxtiual worlds and marketing, relevant
outcomes from these categories that are of paatignterest include persuasion, attitude belief,
product belief, product awareness, attitude towaldand, attitude change, purchase
consideration, customer confidence, purchase iotgntiser satisfaction, and behavior change.
Therefore, outcomes of flow that are experienced wirtual world environment may present
opportunities to improve a company’s marketing o In particular, we are interested in one
of the most important aspects of marketing and ptam, brand equity.

A brand is defined as “a promise of benefits touatamer or consumer” (Raggio &
Leone, 2007) and “a name, symbol, design, or maakenhances the value of a product beyond
its functional purpose” (Farquhar, 1990). Brandiggis “the ‘added value’ with which a given
brand endows a product” (Farquhar, 1990). Hen@mdequity is the strength of one’s attitude
toward a brand. Brand equity is important considgethe following quote from the Director of
Global Interactive Marketing, Coca-Cola Co. :

“So much of our metrics aren’t about sale, but feegbout brand love.
Brand value and brand love are our key metricsap{e, 2007, p. 6).

Businesses are leveraging on the immersive envieohrof the virtual world to enrich
and enhance customers’ experiences with specifands and products through various
interactive and hands-on activities, thus enhangmge of the brand. Brand equity has been
classified as a strategic asset that requires ragadtimaintenance and development in order to
achieve profitable long-term results in the curneatrketing environment (Sriram, Balachander,
& Kalwani, 2007). Brand equity can provide compe# advantages by developing a brand
platform that can be leveraged for new productoshiictions, increasing resilience in industry
downturns or crises, and creating resistance ardbpdo competition (new or existing) (Farquhar,
1990).

The four dimensions of brand equity are brand ames®, brand associations, perceived
guality, and brand loyalty (Washburn & Plank, 2082ppu, Quester, & Cooksey, 2005). Brand
awareness influences the recognition and/or re¢allcertain product (Percy & Rossiter, 1992).
Both recognition and recall influence customersichases either by reminding or questioning
the category need of the product/brand or by recpithe particular brand when there is a
category need for the particular product. Brandrawess is one of best predictors of purchase
(Axelrod, 1968). For example, if consumers hawatéd product information, they may rely on
their familiarity with a particular brand to infloee their purchasing decisions (Lane & Jacobson,
1995). It is important to note, however, that artsr must not only be familiar, but must also be
preferred. The former is related to brand awarenshile the latter is related to brand
associations, perceived quality, and brand loyalty.

Etterberg (2003) suggests that a new approachuitdibg brand value is needed. He
suggests that the following factors are neededbidglding a brand: customer relationships
through excellence in customer service or expeegneelevancy through unique merchandise
offerings or expertise, retrenchment or reachingt@eustomers through technological means or
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convenience strategies, and rewards through timiegs or gaining stature through use of the
product or service.

Virtual world environments present new opportusitier approaches to building and
maintaining brand equity through engagement infline experience. Through the immersive
nature of a virtual environment, customers can ldgvgreater brand awareness and associations.
With the experience of flow in the virtual enviroant, customers can enhance their recognition
and recall of a particular brand, which may posigvnfluence their attitude towards a particular
brand. The rich, interactive experiences that bandeveloped can influence customers’
evaluations of a brand through more intense affectind cognitive experiences. Considering
previous research has indicated that non-attrilputeluct factors were more influential than
product attributes (Park & Srinivasan, 1994), theegience in virtual environments may
positively influence brand equity more so than piidfeatures themselves. Also, considering
that advertising has been demonstrated to be nféeetiee in influencing brand equity than
sales promotions (Sriram et al., 2007), virtualimmments present new channels to reach and
interact with customers. Virtual environments presopportunities for individuals to engage in
flow, which can then influence the brand image thettomers develop and retain.

Virtual worlds create an environment where cust@an actively engage in activities
offered by companies and some of the activities @lated with product development.
Companies are interested in increasing the levebrahd equity felt by customers for two
reasons. First, total customer experience leattingustomer satisfaction can be created when
there is active involvement of the customers (Memdaas, Kesavan, & Bemacchi, 2006).
Secondly, customer participation in product develept along with the business can help to
reduce self-serving bias (Bendapudi & Leone, 2088jn, 2006). Self-serving bias is
detrimental to the companies because it reflecitooners’ tendency to reduce the deserved
positive claims on companies while increasing theound blames on the companies. Further,
the more actively engaged customers are, the grbatdrand equity they perceive.

Figure 2 summarizes the discussions in the papethendevelopment of the conceptual
model.
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Control

Afford
ordances Characteristics

* Navigational aids
* Mentorship
e Online help
o Training programs
* Design templates

Challenges

Content
Characteristics

* Social networks
* Sports events

« Event hosting
* Concierge

* Reactive objects

Brand
Equity

» Realistic objects
e Spatial 3D

o Avatars

o Multimedia

o Haptic Feedback

Process
Characteristics

* Monetary incentives
* Free trials and services
* Competitive events

Extrinsic
Motivation

* Exclusive membership
¢ Exclusive ownership
e Games

Intrinsic
Motivation

Figure 2. Conceptual Model

Figure 2 highlights the affordances that could bedenavailable on a business virtual
world site to enhance the flow experiences of qusts, which in turn help to increase their
perceived equity or added value of a brand. Fukesearch will be carried out to test this model
in a business virtual world setting.

According to our model which is developed from siee of the literature, businesses
need to capitalize on affordances available inwintial world environment. By enhancing
customers’ flow experiences while interacting irbwsiness virtual world site, customers are
more likely to enjoy and interact with the sitette extent that their perceived equity of the
brand also increases.
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Conclusions

We have proposed a model to explain how the vimw@ld environment can be used by
businesses to enhance brand equity. The modsl énkironment-induced and business-enabled
affordances to enhance the flow state, which in increases customers’ perceived brand equity.
While we attempt to identify a list of relevant@ffiances for business use to increase their brand
equity, our list is not exhaustive. More researcimeeded to identify a comprehensive list of
affordances that could be helpful to businesse&mbrancing the flow experiences of customers
and for increasing their perceived brand equity.

This paper makes several contributions. Firss, tesearch is the first attempt to identify
virtual world affordances of flow antecedents. Wentify meaningful affordances which could
benefit businesses and increase their brand valesty. By increasing the engagement of
customers at a business virtual world site, stroegstomer values and perceived brand equity
can be attained. Acquiring new customers througirtaal world could be cheaper due to the
reduced geographical boundaries and increased satoespecific segments of the market.
Increasing customers’ brand equity is expectediétdya higher level of customer retention.
Therefore, identifying these affordances is impartzecause companies can focus on instituting
those affordances in their business presence wathirtual world to bring favorable outcomes.

Second, there has been little research conductedtiral worlds due to the short history
and the lack of business adoption until recen@yr research is one of the very few first articles
to examine the significance of virtual worlds toslmesses. Third, we expect to contribute to
both the academic and business worlds by adopti@gheory of flow to explain the usefulness
of the virtual world technology for marketing bydmesses. While researchers have examined
consumer behavior on Websites using the flow thetbrgre is little or no research done in a
virtual world setting. Finally, we develop a coptigal model which can be tested empirically.
By identifying useful affordances for business user, research attempts to contribute to the
weak knowledge base in this area and provides gmimters to help businesses grab the golden
opportunities presented by this new technology.
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