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EFFECTS OF BRAND EXPERIENCE ON BRAND TRUST,
BRAND SATISFACTION & BRAND LOYALTY:
BUILDING SPA BRANDS IN SOUTH KOREA °

The purpose of this paper is to examine whether different types of brand experience by con-
sumers have significant effect on consumers’ brand trust, brand satisfaction and brand loyalty.
Understanding this information may provide guidelines for marketers in SPA brand market, and
Jacilitate the development of differentiated marketing strategies at this fiercely competitive market.
The results show that 4 dimensions of brand experience have different impact on brand trust and
brand satisfaction, thus differentiated marketing strategies and communication with consumers
may need to be designed for these two important constructs. At the same time, brand trust is an
important factor affecting consumers’ brand loyalty as compared to brand satisfaction, so mar-
keters may need to gain brand trust among consumers.
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Pene Kim, Tonr Tion I0On, Yao SIn
BIIIUB JTIOCBIZAY ITIOKYIIKA HA 1OBIPY BPEH/LY,
3AJTOBOJEHICTb HUM TA JIOSIVIBHICTD: 3A JAHUMUWU BPEH/IIB
3 BJIACHUMM JIITHIAMMU OJATY (IIIBJEHHA KOPES)

Y cmammi npoanaaizoeano pizni éapianmu 00ceidy noKynok 0052y KOHKpemmozo 6penoy Ha
dopmyeanns kaienmcoroi dogipu, 3a00604enicmo Opendom ma aosaavhicmo tiomy. Pozyminns
3aaexcHocmeri Mixc OGHUMU RAPAMEmMPaAMU MoYce 00ONOMOIMU MAPKenoa02am y pobomi 3 open-
damu, AKi Maromo 64acHi AiHii 0042y, npu po3pobui ma ougpepenuyiauii mapxemunzo6ux cmpame-
2iil 6 ymoeax 3naunoi konkypenuii. Pezyabmamu anaaizy oanux w000 nie0eHHOKOPeucbK020 PUHKY
0052y ma 63ymmsi 0eMOHCHIPYIOMb, W0 Pi3HI eaemenmu 00c6idy NOKYNOK 3 KOHKpenHum 6penoom
Moxcymov mamu 006804i pi3Huil 6naué Ha (HopmMyeanHs 006ipu ma 3ad060.1eHOCHI, came nomy
Mmapkemunz06i cmpamezii i maromo Oymu oJugpepenuiiiosani. Jlogipa xc, céocro uepzor, mae
cymmeauli 6n.1u6 Ha YopmMyeanHs A0A1bHOCMI, Habazamo Giavuuil, HiXc 3a00604eHIiCMb 8i0 KOH-
KpemHoi nokynku.

Karouosi caosa: 0ocsio nokynok 3 KOHKpemHum OpeHOOM; A0AbHicmb OpeHdy; dosipa OpeHdy;
3a00601eHicmb Kaieuma, po3opioHa mopeieas.
Taba. 4. Jlim. 11.

Pene Kum, [Tonr [ion I0n, Yao fn
BJIMSIHUE OIIBITA ITOKYIIKU HA JOBEPUE BPEHLY,
YIOBJETBOPEHHOCTD UM U JJOSAJTBbHOCTD:
110 JAHHBIM BPEH/IOB C COBCTBEHHBIMMUM
JIMHUAMMU OAEXK/IbI (F02KHAA KOPES)

B cmamuve npoanaausuposansl pazautole 6apUAHmMbL ONbINA NOKYIKU 00eX#C0bl KOHKpent -
HO20 Openda Ha hopmuposanue KAUEHMCKO20 008epusi, Y008.1eMEOPEHHOCHb GPEHOOM U 10A1b-
Hocmo emy. Ilonumanue 3agucumocmeii mexncoy OGHHLIMU NAPAMEMPAMU MOYCEN. HOMO™b MaAP-
Kemoaozam 6 pabome ¢ Gpenoamu, Konopwvie UMerom co6CHEeHHble AUHUL 00eXHCObl, npU paspa-
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Oomke u ougphepenuuauuu MapKkemuH2068bIX Cmpameuti 8 yCA06UAX 3HAYUMEAbHOU KOHKYpPeH-
yuu. Pezyabmamot anaausa OGHHbIX N0 H0IHCHOKOPEICKOMY PBIHKY 00ex4c0blL U 00y6lU NoKa3bléarom,
YUMo pazauvHble 31eMEeHmMbL ONbIMA NOKYNOK ¢ KOHKPEMHbIM GPeHOOM Mo2ym umems 0060.16HO
PazauuHoe eAusAHUe HA hopmuposanue 006epus u y008.1emeopEeHHOCHL, NOIMOMY MAPKEMUH20-
eble cmpamezuu u 004xcHol 6bimo Jughhepenuuposanst. JJosepue xnce, 6 c60i0 ouepeds, umeem
cyuecmeentoe eAUsHUe HA (POPMUPOSAHUE A0AALHOCHIU, HAMHO20 (o.1bUIee, HeM Y006AemEOPEH-
HOCMb 0OM KOHKPemHOU HOKYNKU.

Karouesnie caoea: onvim nokynku ¢ KOHKPEmHwiM OpeHOOM; A0SAbHOCHb OpeHdy; dosepue OpeHdy;
V0081eMBOPEHHOCMb KAUCHMA; POSHUMHAS MOP20GASL.

Introduction. Specialty store retailer of Private Label Apparel (SPA) brand has
shown rapid growth in recent years. SPA brands are those that produce their own
clothing, distribute, and sell exclusively in their own stores, bypassing high margins of
traditional department stores. From having complete control over design to adopt
early trends, producing their own garments with faster delivery, to distribution and
sales, the vertical integration strategy enables low costs and low price for consumers.
Consumers are increasingly sensitive to trends and tend to adopt changes in diverse
aspects of society which is driven by massive dissemination through Internet media.
SPA brands are responding to changing consumers’ preferences by emphasizing their
accelerated turnover of retailing. In particular, SPA brand market in South Korea
shows a rapid growth in recent years with rising popularity among Korean consumers.
A recent study by M Brain TrendMonitor Korea (2013) reports that consumer aware-
ness of SPA brands continues to rise and particularly 66.8% of late 20’s show repur-
chase intention for SPA brand products. 71.3% of the respondents anticipated that
SPA brands may become more popular in South Korea, showing substantial market
potential for SPA brands.

Global SPA brands such as Zara, Uniglo, H&M have positioned in South Korea
as major players in recent years due to economic downturn. The economic slowdown
has resulted in a decrease of luxury brands sales, which are replaced by an increase in
sales of SPA brands in South Korea. According to Cushman & Wakefield Korea, the
market for SPA brands was 500 bln won in 2008, 800 bln won in 2009, 1.2 trln won in
2010 and 1.9 trln won in 2012 (Lee, 2013). Since 2008, the overall fashion industry
market in South Korea grew 3.9% yearly, but SPA brands rose exponentially by 58%
per year. The SPA brand market is expected to grow continuously and anticipated to
be worth around 20 trln won by 2015 in South Korea. Thus, SPA brands market in
South Korea poses a significant market opportunity for both local and global retai-
lers. In response to this, major retail companies in South Korea are changing the way
they operate in order to compete with global SPA brands and adopted the SPA strat-
egy for retail fashion. For example, Korean retail conglomerate "E-Land Group" has
launched their SPA fashion brands in 2013, and casual wear manufacturer "Bang
Bang" turned its business platform from a fashion manufacturer to SPA brands with
its own logo and a new brand name. Some Korean SPA brands are joining with local
retailers such as "Lotte Mart" or "Home-Plus" and market their brands exclusively at
these stores. Competition at the SPA brand market in South Korea is expected to
intensify with an anticipation of high growth in consumer demand. For local SPA
brands, it would be essential to build their own differentiated marketing strategies in
order to compete with global SPA brands which have strong market presence and
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consumer brand awareness. By engaging consumers physically, mentally, emotional-
ly, socially, and spiritually, marketers may be able to provide extraordinary experience
and develop a relationship in personal way for a long term, resulting in brand equity
(Arnould and Price, 1993). "Some industry experts argue that economic value now
turns on more than a high-quality product or good service delivery: it turns on engag-
ing customers in a memorable way offering them an experience, transforming them
by guiding them through experiences" (Arnould and Price, 1993).

Shmitt (1999) introduced the concept of brand experience constructs with 5 dif-
ferent dimensions to be used in experiential marketing: SENSE; FEEL; THINK;
ACT; and RELATE (Table 1). He notes that "experiential marketing is usually broad-
ly defined as any form of customer-focused marketing activity, at various touch-
points, that creates a sensory-emotional connection to customers (Schmitt, 2003;
2008). Based on this concept, Brakus et al. (2009) has identified Brand Experience
Scale (BES) to be used for major determinants of consumer brand choice and brand
preferences.

Table 1. Constructs of Brand Experience Scale (BES),
measurement items from Brakus (2009); Schmitt (1999)

BES Constructs | Items Measurement Items Reference
This brand makes a strong impression on my visual Brakus

Sensory 3 sense or other senses. (2009)
I find this brand interesting in a sensory way. Schmitt
This brand does not appeal to my senses. (1999)
This brand induces feelings and sentiments. Brakus

Affective 3 I do not have strong emotions for this brand. (2009)
This brand is an emotional one. Schmitt

(1999)

I engage in physical actions and behaviors when [use | Brakus

Behavioral 3 this brand. (2009)
This brand results in bodily experiences. Schmitt
This brand is not action-oriented. (1999)
I engage in a lot of thinking when I encounter this Brakus
brand. (2009)

Intellectual 3 | This brand does not make me think. Schmitt
This brand stimulates my curiosity and problem- (1999)
solving.

The purpose of this paper is to examine whether different types of brand experi-
ence by consumers have significant effect on consumer brand trust, brand satisfaction
and brand loyalty. Understanding this information may provide guidelines for mar-
keters at SPA brand market, and facilitate the development of differentiated market-
ing strategies at this highly competitive market.

Methodology. Previous research into Koreans’ perceptions of SPA brand has
been limited as SPA brand has emerged at South Korean market only recently; glob-
al SPA brands first entered South Korea in 2005, while Korean SPA brands appeared
at the market in 2009. In this study, two Korean new SPA brands are sclected along
with "Zara" and "Uniglo" for the analysis. "8 seconds” is a new Korean SPA brand
owned by "Cheil Industries", a subsidiary of the "Samsung Group", which created this
concept store providing a variety of innovative products to suit every shopper carrying
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different styles of clothing. This brand aims at being cheaper than "Zara", trendier
than "Uniglo". "SPAO" is another new Korean SPA brand, recently introduced.
Unlike other SPA brands that focus on current trends, "SPAO" chooses to offer sim-
ple classic wardrobe staples and adds the season’s hot colors. "SPAO" may be the
Korean version of Japanese "Uniqlo". This brand offers basic casual apparels similar
to "Uniqlo". In addition, "SPAO" has an interesting collaboration with "SM
Entertainment”, providing the fourth floor, called "the Amusement Zone" selling
photos, posters, and CDs of K-pop starts.

"Uniglo" and "Zara" entered the Korean fashion market in 2005 as the first
movers and established their market share substantially for the past 10 years. For
example, "Uniglo™’s sales in South Korea grew from 72.6 bln won in 2008 to 328 bin
won in 2011, while "Zara"’s sales grew from 34.3 bln won to 167.3 bln won for the
same period. Uniglo obtained the market leader position for this period, while Zara
kept the second largest market share in Korea’s SPA market. This study evaluates
these two leading global SPA brands and two major Korean SPA brands together in
order to determine the effectiveness of brand experience on both global and local SPA
brand loyalty.

Sampling and data collection. The proposed model was tested using data collect-
ed from consumers in the city of Seoul, who shop for SPA brands on a regular basis,
and these respondents are likely to be aged between 20s and 40s. Participants were
selected to be as representative as possible of the typical SPA brand users in South
Korea. Usable surveys were 224, and the typical respondent was female (54%), in
their 20s (47.3%), with college education (51.8%) residing in Seoul, Korea (Table 2).

Table 2. Demographic profile of respondents (N = 224), authors’

Category Description Frequency Percentile, %
Sex Male 103 46
Female 121 54
Age 10’s years old 40 17.8
20’s years old 106 47.3
30’s years old 48 214
Over 40’s years old 30 13.3
Occupation Student 116 51.8
Salary men 61 27.2
Owner 31 13.8
Others 16 7.1
Education High school 50 22.3
College & University 81 36.2
Graduate & Professional schools 93 41.5
Income Under 500 USD per month 26 11.6
500 USD to 999 USD 37 16.5
1000 USD to 1999 USD 65 29.0
2000 USD to 2999 USD 48 214
3000 USD to 3999 USD 26 11.6
Over 4000 USD 22 9.8

Measurement. Scales were selected based on Schitt and Brakus (2009; 2010)’s
4 BES; Sung and Kim (2010); Chaudhuri and Holbrook (2001); Ha and Perks
(2005), which proposed well-established procedures. Multiple items were chosen
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from these works in order to measure the proposed constructs and purification steps
were taken to develop scales appropriate for our study. Scales with 14 items for brand
personality were drawn from Brakus et al. and Schmitt (2009); scales with 6 items for
brand trust and brand loyalty were elicited from Chadhuri and Holdrook (2001); and
for consumer satisfaction, Ha and Perks (2005)’s scale with 6 items was used, result-
ing in the 22-item scale. A five-point Likert-type format was used for all items, with
1 = totally disagree, 5 = totally agree.

Data analysis. Model validity was assessed with the significance of factor load-
ings, and the composite reliability of the constructs. Reliability procedures applied to
the selected scales with exploratory factor analysis (EFA) and calculation of
Cronbach’s alpha in accordance with the recommendation of Churchill. Internal
consistency of the scales was assessed using Cronbach’s alpha (Table 2). The cutoff
level of 0.07 is recommended for theory testing-research (Nunnally and Berstein,
1994). The reliabilities ranged from 0.89 to 0.94, indicating relatively high internal
consistency. Exploratory factor analysis (EFA) is conducted to investigate whether
the items produce proposed factors and whether individual items are loaded on their
appropriate factors as intended. All selected items were loaded reasonably high on
their corresponding factors, supporting the independence of the constructs, provid-
ing empirical evidence of their validity (Table 3).

Table 3. Exploratory factor analysis for BES, authors’
Factor
Sensory | Affective | Behavioral | Intellectual

.83

Item

This brand makes a strong impression on my
visual sense or other senses
I find this brand interesting in a sensory way 82
This brand induces feelings and sentiments .74
I do not have strong emotions for this brand 87
This brand is an emotional one .86
I engage in physical actions and behaviors
when I use this brand
This brand results in bodily experiences .79
This brand is not action-oriented .76
I engage in a lot of thinking when I encounter
. .76
this brand
This brand does not make me think .76
This brand stimulates my curiosity and 81
problem-solving

Cronbach’s alpha 91 .89 .95 .94

Eigen-value 3.61 3.24 2.33 2.18
Total Variance Explained (% of Variance) 27.76 24.90 17.90 16.79

77

Results and discussion. Confirmatory factor analysis (CFA) and SEM were con-
ducted to examine the importance of brand experience on Korean consumers’ brand
trust, consumer satisfaction and brand loyalty. Maximum likelihood estimation was
employed to estimate path coefficients of the proposed model. The overall model fit
was assessed on the basis of chi-squre, root mean square error of approximation
(RMSEA), comparative fit index (CFI), and adjusted good of fit index (AGFI).
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Path analysis of the structural model. A structural model was estimated with an
acceptable overall fit (RMSEA = 0.07; CFI = 0.92 and AGFI = 0.90). The compo-
site reliability of the latent constructs was higher than 0.75 for every construct con-
sidered to be satisfactory (Table 3). In order to determine whether the 4 dimensions
of brand experience affect consumers’ brand trust, consumer satisfaction and brand
loyalty, the path coefficients of the structural model are reported in Table 4. The
results indicate that affective, behavioral and intellectual experience of a SPA brand
have statistically significant impact on consumers’ brand trust, while sensory experi-
ence had statistically insignificant effect on brand trust. However, the effects of the
four factors of brand experience on consumer satisfaction show different results
(Table 4). While sensory and affective experience has significant influence on con-
sumer satisfaction, other two dimensions of brand experience (behavioral and intel-
lectual) did not have statistically significant effects on consumer satisfaction. On the
other hand, all 4 dimensions of brand experience had statistically significant influ-
ence on consumers’ brand loyalty for SPA brand.

Table 4. Discriminant and Predictive Validity of Brand Experience Scale (BES),

authors’

Path Estimate S.E. C.R. P
Sensory > Consumer Satisfaction .191 .055 3.444 .002
Emotional = Consumer Satisfaction 232 .073 3.153 243
Behavioral 2 Consumer Satisfaction .037 .031 1.169 818
Intellectual = Consumer Satisfaction .008 .035 .230 173
Sensory = Brand Trust .095 .070 1.363 HAE
Emotional = Brand Trust 374 .088 4.264 Hkok
Behavioral = Brand Trust .260 .039 6.693 HkE
Intellectual = Brand Trust .199 .043 4.618 ook
Consumer Satisfaction = Brand Trust 158 .055 8.29 i
Sensory = Brand Loyalty 237 .071 3.361 HAE
Emotional = Brand Loyalty 324 .094 3.466 HAE
Behavioral - Brand Loyalty .082 .034 2.392 .017
Intellectual - Brand Loyalty .159 .037 4.233 HoAk
Consumer Satisfaction 2 Brand Loyalty -.113 136 -.827 408
Brand Trust = Brand Loyalty .896 .140 6.431 HAE

% p <05, ** <0.10.

At large, brand trust was found to be an important determinant for consumers’
brand loyalty, while consumer satisfaction did not show significant importance for it.
This implies that marketers may need to focus more on building brand trust in order
to develop brand loyalty for SPA brands in South Korea. The aforementioned out-
comes show that rational aspects of brand experience (i.e. behavioral and intellectu-
al) were found to have meaningful contribution in building brand trust. In future mar-
keting and communication for SPA brands, behavioral and intellectual aspects of
brand experience and experiential marketing may need to be emphasized to enhance
trust and ultimately establish consumers’ brand loyalty. This does not necessarily
underestimate the importance of affective and sensory aspects of experiential mar-
keting as these two constructs also have significant direct effects on brand loyalty.

Path analysis of the measurement model. Regarding brand trust building, specific
details of brand experience dimensions may need to be elaborated. Results suggest
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that "This brand results in bodily experience" — Behavioral; "This brand makes me
think" — Intellectual dimensions are most highly ranked statement from the respon-
dents in experiencing SPA brand, resulting in brand trust. In facilitating design for
sensory and affective aspects of experiential marketing program, "This brand makes a
strong impressions on my visual sense and other senses"; "I find this brand interesting
in a sensory way" — Sensory dimension, and "This brand induces feelings and senti-
ment" — Affective dimension are specific details which may need to be elaborated.

Conclusions. The purpose of this study is to examine the relative importance of
4 dimensions of brand experience (i.c. sensory, affective, behavioral and intellectual)
on consumers’ brand trust, consumer satisfaction and brand loyalty. The findings
show that different aspects of brand experience influence brand trust and consumer
satisfaction, while all 4 dimensions of brand experience were found to have meaning-
ful direct effects on brand loyalty. Specialty store retailer of Private label Apparel
(SPA) fashion sector was chosen for several reasons. First, SPA brands market is one
of the fastest growing retail sector in South Korea, thus it is worthwhile examining
what affects consumers’ perception of SPA brand loyalty. Understanding the impor-
tance of brand experience by Korean consumers elicits detailed information on spe-
cific aspects of experiential marketing that may be elaborated by marketers at the SPA
brands market. Second, shopping and brand experience are found to be critical
aspects of consumers choices for SPA brands (MBrain Trendmonitor Korea, 2013),
suggesting that SPA brand products have experiential and relational aspects. Third,
brand trust and satisfaction are the two important determinants which SPA brand
marketers may need to emphasize in consolidating their position under intensifying
competition. The aforementioned marketing strategies of global and Korean SPA
brands may need to be further elaborated or mended based on the findings of this
study.

Overall, consumers have general perception that SPA brands have good value for
its quality due to its competitive prices and this is what most SPA brands offer to con-
sumers. Thus, in order to distinguish a particular SPA brand from others, it may be
more effective to elaborate on experiential dimensions for consumer choice. At the
outset, 4 dimensions of brand experience have different impact on brand trust and
brand satisfaction, thus differentiated marketing strategies and communication with
consumers may need to be designed for these two important construct. At the same
time, brand trust is an important factor affecting consumer brand loyalty compared
to brand satisfaction, so marketers may need to pay attention that it is critical for SPA
brands to gain brand trust among consumers. Korean consumers may choose to buy
SPA brands instead of going to a traditional marketplace for the trust in a brand name.
Thus, affective, behavioral and intellectual dimensions of brand experience may need
to be further emphasized for building strong brand trust among Korean consumers.
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