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Abstract: A combmation of assets and liabilities when associated to a brand which provides additional
value to the specific product and/or service 18 brand equity. Branding 1s used as a means to arrive at a
conclusion and decision about the product or service. Brand equity has gained a great deal of attention
in the marketing literature and hence, many definitions of brand equity have been put forward. This study
reveals the relationship and effect of brand equity before and after merger and acquisition amongst
organizations. The major acquisitions and mergers of two technological giants: Microsoft-Skype teclnologies
and Facebool-Whats App instant messaging application are considered for this study. In the present world
where technology is growing by leaps and bounds, there is every need to understand and analyze the
relationship and effect of these mergers and acquisitions from the perspective of perceived brand value of
customer. The purpose of this study 1s to establish a relationship between brand equity after the M&A and the
customer loyalty. Also, the study aims to identify the drivers of brand equity for technologically advanced
organizations. A total of 509 sample swrveys are collected for this purpose from the students of Qatar University
by random sampling method. It 1s hence, revealed that the effect of brand awareness and perceived brand value
are the important origins of brand equity. Results also show that the significance of perceived brand value
when compared to that of total effect is four times higher than the brand awareness. Significant theoretical and
managerial contributions to brand equity are noticed from the organizations before and after mergers and
acquisitions mn many ways. Apart from these, product and service functionality are also identified as mmportant
components which drive the brand awareness and brand value directly and explain the indirect relationship
towards brand equity. Post the merger and acquisition of organizations from the customer perspective the
acquired organization is required to develop and integrate the companies involved in order to resolve the
technical complexities of product and service related issues. These orgamzations are supposed to extend
support to others within the acquisition to foster confidence among the customers of the new firm. By basing
on these inferences, the management is required to take into consideration and focus its efforts on the tasks
and activities to be implemented at this juncture. Few of the tasks that can be implemented mclude, the
feasibility operations to improve the customer service, increase the customer’s identification on brand
awareness and perceived brand value apart from menaging resource allocation and tramning needs within
organizations. Thereby, based on the results of this study, it is evident that the merger and acquisitions of the
companies help them to enhance the brand equity.
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INTRODUCTION

Branding 1s positioming of a product and service in
the thoughts of the customer that adds value to the
services and there by provide consulting and managerial
facilities (Awan et al., 2012; Khan, 201 6; Gholami, 2017).
Keller and Lehmann (2003) state that brand equity reflect
customer’s feeling and thewr purchasing preferences of
product and service. Brand equity as defined by Aaker
(1991) states that it is the set of assets and liabilities of a

brand, name, symbol that are added to the value of a
product or service of a firm and its customers. Tt also has
significant effect on the prices and profits obtained n the
market and there by helps to improve the capitalization
prospects of the organization, owning the brand.

The conceptual foundations of the brand equity refer
to the applicability across various contexts mecluding
‘B2C” and ‘B2B’ markets (Biedenbach and Marell, 2010,
Khan, 2013b; Najmi et al., 2015). The assets of brand
equity as per Aaker (1991) are brand lovalty, brand

Corresponding Author: Habib Ullah Khan, College of Business and Economics (CBE), Qatar University, Doha, Qatar
1001



J. Eng. Applied Sci., 14 (3): 10601-1013, 2019

awareness, perceived value, brand association and other
brand assets. According to Khan et al. (2014a, b) the
indicator of state of heath of brand is the brand equity.

Ho et al. (2016) stated that brand i1s closely
connected to the brand the perceived quality of the
customer and such perception indicates total quality
which 1s not necessarily based on customer’s know-how
about detailed characteristics of the product and service.
The trend which is obvious in recent times is the
acquiring firms which have successful brands are trying
to avold high costs and risks associated with new service
launch and product development. A study by Awan ef al.
(2012) revealed the issues resulted as an outcome of
positive effects of brand equity on profits and
prospective cash inflows, customer’s willingness to shell
out money for premium payment. The decision made on
merger and acquisition leads to dynamic changes in the
forecasting of stock market trends of the commodities as
organizations with ther brands vyield competitive
advantage and thereby leads to success.

According to Awan et al. (2012), the advantages of
merger and acquisitions are many from cost efficiency
through economies of scale, thereby enhancing revenue
through obtaming profits n market share and hence by
tax gains. The primary benefits identified are focused on
the brand wvalue, improved efficiency in cost of
commodity, abundance m market gamn on shares and
debentures. The pivotal role for all the outcomes detailed
above is on the account of the “perceived’ benefits of
merger and acquisition of the organizations.

In a study conducted by Khan and Awan (2017),
merger and acquisitions of comparies and orgamzations
aid them to procure and adapt advanced technologies,
services, products, various marketing and distributing
channels and adopt technologically advanced logistics
chains in order to obtain a deswrable position in the
market. According to Smuts et al. (2017), the 4 strategic
identified for fostering brand equity are
positioning, gap filling orgamzational competencies,

reasons

broader and stronger access to markets.

In a study conducted by Allaway et al. (2011),
regarding the brand equity, it is opined that the brand
with positive equity will yield high strategic value with
advantages of higher margins, opportunities of extending
the brand value and perception. This provides a shield
against the potential competitors in addition to tough and
sturdy preferences of the customer orgamization’s
purchase processes and the consumer’s loyalty.
According to Keller and Lehmann (2003), brand equity
is built based on the design of the brand elements
like memorability, meanmgfulness, aesthetic appeal,
transferability (both within and across product categories

and across geographical and cultural boundaries and
market segments) also, adaptability and flexibility over
time and not the least to mention is the legal and
competitive protection ability and defensibility of these
elements 1s accrued as a result of brand equity imtiatives.
Each of these elements has their own pros and cons. As
per Keller (2003a, b), the most required element to brand
equity is the mixture and balance between different
elements in their verbal and visual context to maximize
their collective contribution.

Simon and Sullivan (1993) have proposed two major
approaches in defining the brand equity-financial and
customer perspectives. The financial perspective talks in
detail about the value of a brand to the firm that 1s from
the organizational overview while ‘customer perspective’
describes brand equity as the wvalue attributed by the
brand to the customer. Most of the researches in this field
have supported the customer perspective approach and
are in favor of the customer’s opinion of measurement of
brand equity. According to Cobb-Walgren et al. (1995),
the value of an investment is provided to a customer with
the brand through the product. This applies to
manufacturers, retailers, distributors both internal and
external customers in the logistic chain only if there is
value for the customer’s perception about the brand.

The value of merger and acquisition globally 1s
reported as $599.1 billion and the technology contributes
to around $54.3 billion in the first quarter of 2014 as
reported by “Merger Market’. The two giants involved are
Microsoft acquiring Skype technologies and Facebook
acquiring WhatsApp are the recent M&A (Khan et al.,
2013; Heang and Khan, 2015; El Halabi et al., 2014;
Hassan et af., 2016) Skype technologies 1s acquired by
Microseft for more than $8.56 billion by cash and
Facebook acquired Whats App for around $22 billion also
in cash the biggest acquisition ever.

Brand recognition and brand awareness are important
sources of brand equity (Rios and Riquelme, 2010)). Brand
recogmition plays a major role and 1s a direct contributor
of brand equity but indirectly influences the customers.
However, elements such as trust and loyalty always
override the impact of these relationships. Brand
awareness 1s 1dentified as the ability of the customers to
recognize the brand and recollect it in various situations
as mentioned by Awan ef al. (2012). Aaker (1991) also
emphasizes four major brand equity dimensions such as
brand loyalty, brand awareness, perceived quality and
brand associations. Assets such as trademarks, channel
relationships, patents are the supporting category for
brand equity dimensions (Biedenbach and Marell, 2010;
Khan, 2013b; Khan et ai., 201 4a, b; Askoul et al., 2016).
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Brand equity for technologically advanced
organizations needs more research to be conducted as
against the access of academic lterature for other
organizations on merger and acquisitions. The current
research identifies the effects of brand equity on merger
and acquisitions on the information technology based
compares which provide online services and products.

This study also examines the customer’s attitude
towards brand equity after M&A. The survey elaborated
about the customer’s feeling on the M&A of these two
brands as a result of Microsoft acquisition with Skype
technologies and Facebook acquisition with Whats App.
The balance theory is useful in detailing the customer’s
attitude formation and change. Balance theory is applied
to arrive at the hypothesis for this study. The brand
awareness indicates consumer’s capability to identify the
brand and its perceived value (Biedenbach and Marell,
2010; Awan and Khan, 2016; Khan, 2016)

As both these organizations-Skype technologies and
Whats App are technologically advanced application and
product oriented organizations, there is a significant
difference in studying and understanding the brand
equity of these organizations before and after merger and
acquisition. This study 1s orgamzed with various elements
starting from literature review, hypothesis, research
methodology adopted for this research and analysis part.
The findings are detailed along with conclusions and
limitations.

Literature review: In the competitive world, brand and
brand equity are used synonymously to identify the
organization. According to Rios and Riquelme (2010),
these terms are used interchangeably in the business
environment and the mix for brand equity 1s specific to the
domain. Aaker (1991) identified five constructs of brand
equity-brand awareness, brand mmage, brand salience,
service quality and band loyalty. These concepts are also
applied to various other sectors such as tourism where
the brand equity plays a vital role (Khan, 2012).

The fact remains that according to customer, brand
equity is the mix of perception and value of the
service and product added to it along with the good will
of the brand. This stands as a umque identity and 1s the
sole bread wimnming parameter for the orgamzation
(Khan, 201 3b; Musa et al., 2015). Along with the passing
of time, various concepts related to combination of brand
equity and technology have emerged making the process
of brand management a complex artifact (Hamzah et al.,
2014; Brock and Khan, 201 7a, b). Keller in his studies has
described the dimensions of brand equity as brand image
based on favorable and umique associations, brand
awareness with brand recogmition and recall. These

models highlight the knowledge structures developed by
customers affecting the behavior and choice of better
services and goods in the market.

Yoo et al. (2000) affirmed that imntermal factors like
mergers and acquisitions play a significant role on the
brand equity of the organization and companies incur
high costs on account of neglecting these perceptions of
the customers. Though brand equity on one hand
provides foundation concepts for making strategic
decisions on mergers and acquisition, on the other hand,
it also helps in assessing and forecasting the brand
equity which 1s the required element for organizations
to design the future mission and thereby the business
plans (Khan et al., 2017a, b; Bashir and Khan, 2016;
Hassan ef al, 2015). Srinivasan et al. (2015) in their
studies mentioned that brand equity consists of
components which are both the attributable and
non-attributable based elements. The major components
which influence brand equity are functionality, awareness,
customer service and perceived value. Apart from these,
brand equity dimensions include brand awareness,
perceived quality, brand association, brand image and
brand loyalty (Omonaiye et al., 2015; Bashir and Khan,
2016).

Functionality: Hamzah et ol (2014) defined the
functionality of a brand as the combination of skill,
knowledge, freedom, attention, focus and mteractivity.
Ho et al. (2016) stressed the importance of the
functionality of the brands for the organizations before
and after the merger. Companies are required to assess the
functionality from the concept of the service delivery and
ease of use. A study carried by Ratnatunga and Ewing
(2009) revealed that brand equity needs to be given
adequate significance and prominence in mergers and
acquisitions. Ho et al. (2016) affirmed their findings on the
customer’s view about the brand equity with respect to its
constructs and aid to the management in strategic
decision making.

The study conducted by Gordon (2010), reveals
the fact that customer’s response is both positive and
hostile for the brands and their product associations.
These responses include functionality and evaluation
of the brand and the portrayal of the brand from the
customer’s perspective. Such responses collectively
form the customer’s disposition on the brand. On the
whole, customer’s thought process is influenced by
the knowledge of the brand and its functionality
(Khan and Gadhoum, 2018). The significance of
technology and its interactiveness with brand equity from
customer’s perspective 1s highlighted by Klaus and
Maklan (2013).
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In general the low quality brands tend to benefit more
from the merger and acquisition, brand associations. At
the same time, ligh quality brands also benefit from the
additon of mcongruent and inferior quality and
functionality of the substandard brands. These insights
in the relationship are highlighted by Gill and Lei (2009).
There 1s a dearth of research and studies to be conducted
on brand equity in mergers and acqusitions of the
product and services. So, studies should be conducted in
these lines (Yoo et al, 2000). Over the years, the
management has become more concemned on the
functionality of the product and service in the branding
(Biedenbach and Marell, 2010, Khan and Awan, 2017,
Smuts et al., 2017). But in case of technologically
advanced orgamzations, confidence and lnowledge
about the services 1s nurtured by functionality which in
tum develops brand equity (Rios and Riquelme, 2010;
Ho et al, 2016, Bankole et af., 2017, Khan et al,
2017b).

While mentiomng brand image from tourism poimnt of
view, Lee et al. (2011) revealed the 3 vital dimensions as
of the destination, functionality and
ambience. It 1s also found from their research that these

attractiveness
are all correlated.

Awareness: As per Aaler (1991), awareness is another
umportant construct of brand equity. The most important
element of brand awareness is the brand name recognition
and hence creation of brand awareness is the first step
towards brand equity (Awan et al., 2016). Awan et al.
(2012) emphasized prominent reasons for studying the
brand equity in mergers and acquisitions of comparmes.
They mentioned that brand equity is not only beneficial
to comprehend the level of brand awareness for the
customer but also helps to make strategic decisions and
to forecast the financial outcome of the customer oriented
ventures.

Rios and Riquelme (2008) in their study mentioned
that brand awareness play a vital role especially
strategic studies in the tourism sector thereby enhances
the name and attributes of the brand during decision
making even by the customer. Tt is mentioned that the
advantage of brand awareness for the customer acts as an
msulation against tough competition and potential
competitors in the market and ensures them to pay higher
for the services and products than their counterparts
(El Halabi et @i, 2014; Khan, 2012; Das and Khan, 2016).
According to Ho et al (2016), the customers are
convinced of the quality of the product and services
primarily on account of brand awareness. This causes the
brand equity to grow as well. The mtricacies of brand
awareness are well developed by Ho ef al. (2016). So by

and large, it is proposed that brand strength in the
consumer’s mind is referred to as brand awareness (Yoo
et al., 2000, Khan and Ejike, 2017)

Brand awareness 1s one of the components of brand
equity and it enhances and strengthens the relationship
with the customers through the brand value thereby
enabling the customers to accept the orgamzation’s
decision and strategy on further growth and promotion of
the product and services while discussing from the
perspective of customer awareness, Casalo ef al. (2010)
mentions that customer’s level of knowledge plays a
crucial role m improving brand equity.

Consumer behavior is influenced and governed by
brand awareness and brand associations. This validates
the task of focusing the market mix in order to achieve the
objectives of widening the brand awareness concept,
enhancing the brand image by the organization. Research
conducted by Gordon (2010) reveals that the studies
which can elaborate the understanding of customer’s
cogmtion and responses directly impact brand equity,
apart from these, these studies should also provide
adequate pathway and focused approach as a directive
for academicians and practitioners on enhancing the
brand equity.

Customer service: Bamert and Wehrli (2005) proposed in
their study that customer service i1s a functional
dimemnsion of perceived service quality and 1s visualized
as a marketing activity which influences brand equity.
Customer service is identified as one of the most
significant constructs for effective communication in the
markets. The studies pertaimng to customer oriented
brand equity are found to be scanty especially pertaining
to the web based technology (Awan et al., 2012; Rios and
Riquelme, 2010; Khan and Adediji, 201 7).

Ho et al. (2016) affirmed that in order to increase the
brand differentiation and image in higher education, the
concept of customer service should be highlighted and
stressed more than that of the service transactions and
hence leading to wider perspectives of customer service
delivery models. The concerns which arose on account of
mergers and acquisitions are addressed effectively by
focusing on the customer service. There by the strategy
towards the customer service yield better results and help
business to soar irrespective of the decision of the
management on mergers and acquisitions. Awan et al.
(2012) found by their study that the sole reason attributed
for the above said situation 1s on account of the brand
image in the customer’s perspective and the favoritism
towards the brand and constitutes brand equity.

Ho et al (2016) stated that customers can be
benefited by the service provided by the organizations
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through technological up gradation and enhancing the
customer’s knowledge on new services which can be
made possible by suitable augmentations and promotional
campaigns. One of the studies conducted by Alwi and
Kitchen (2014) revealed that the best way to create and
sustain brand differentiation and brand equity 1s to focus
and broaden the purview of service transactions apart
from sheer customer service. Khan and Awan (2017) in
their research emphasized that the knowledge developed
by those customers who use complex services online can
come across with complex barriers which affect the
customer-firm relationship. For the customers who have
developed the knowledge to use complex services
through the online channels, the customer’s perceived
value may have a bigger impact on loyalty towards the
service provider.

Apart from this, they also added that m
technologically advanced corporations where all the
transactions are online, advanced technologies such as
virtual agents play a vital role in resolving the customer’s
concerns effectively with a human touch and thereby
creating a niche in the market. To summarize this concept
of wvalue based strategies, enhancing the customer
response and satisfaction for all the products and
services there in delivered by the organizations
researches well (Khan and Alhusseini, 2015; Khan and
Uwemi, 2018a, b). It 1s also suggested that orgamzations
are required to adopt the best customer service practices
and should understand the customer’s purchasing
mtentions which aid the corporations to increase the
profitability and to sustain i the competition with an
added advantage of customer support. Beerli et al. (2004)
in their research revealed that customer satisfaction is
obtained as a result of benchmarking and comparing the
expected and actual brand performance with perceived
performance at a cost paid to achieve the objective. In
simple, it can even be understood that the overall
customer satisfaction 1s the customer’s feeling and
perception received from the supplier (Khan et al,
2016).

Perceived value: Gill and Dawra (2010) proposed a
concept of perceived
important construct for the mix of brand experience. In a
multi-channel context mentioned by Ho et al. (2016) it is
affirmed that customer service and perceived value of
offline services is much more than that of online services.
Orthodoxically, the traditional offline services form the
foundations to customer relationships and thereby the

value which forms an

brand equity. Hassan ef al. (2016) i their study analyzed
around 260 customers to understand the role of perceived

value as a mediator in decision making process of
procurement and proved that the perceived value played
a major role and mfluenced the brand equity.

Perceived quality 1s defined by Zeithaml (1988) as the
significance of product quality to competitors excluding
the techmical component. Perceived quality of the
customer in combination with brand loyalty has a
significant effect on decision making exclusively for the
requirement of procurement management. The effects of
perceived value are discussed by Yoo ef al. (2000) in a
case of merger of a brand. They opined from their study
that in case of a merger of a low brand image with that of
a higher brand image company or a product or a service,
the perceived value of the low 1image goes up in
accordance with the merged ones. Ho ef al. (2016) in their
studies mentioned that core ‘Customer Based Brand
Equity’ (CBBE) are the primary predictors of brand
purchase and the purchase mtent and behavior are
governed by perceived quality, perceived value for the
cost, uniqueness and willingness to pay the premium
price for a brand as stated by Aaker (1991).

In a study done by Rios and Riquelme (2010),
regarding the branding strategies for technologically
advanced companies, it is mentioned that the customer
perceived value researches as an antecedent for branding
strategies of mternet based compames. Gill and Dawra
(2010) established from their research that developing the
brand awareness, nurturing quality consciousness and
value creation forms the pre requisites for building the
brand equity. In order to mcrease the perceived value of
the divested brand, Vu and Moisescu (2013) stated that
comparison between the offers and playing bidders off
against each 13 found to be much beneficial

Ho et al. (2016) added that ‘Customer Based Brand
Equity’ is formed by six formative dimensions such as
past brand loyalty, current brand awareness, current
perceived quality, current perceived value for the cost,
asset,
uniqueness and three reflective dimensions-future price
premium, future brand loyalty and brand emotions.

Having done the hmited literature review from the
sources and having understood the nomology of the
concepts, the following model has been designed for the
furtherance of the study (Fig. 1).

current brand associations and proprietary

Hypothesis development: The proposed hypothesis for
this study are:

s H;: as per customer’s perception, the functionality of
the products caused a significant increase in the
influence on brand awareness, after the M&A
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Fig. 1: Model of perceived value

* H, as per customer’s perception, the functionality of
the products caused a significant increase in the
influence on perceived brand value, after the M&A

* H, as per customer’s perception, the customer
service of the alliance compames caused a significant
increase in the influence on brand awareness, after
the M&A

« H, as per customer’s perception, the customer
service of the alliance compames caused a significant
increase in the influence on perceived brand value,
after the M&A

* H; as per customer’s perception, the brand
awareness of the products caused a significant
increase in the influence on brand equity, after the
M&A.

*  H, as per customer’s perception, the perceived brand
value of the product caused a sigmficant increase in
the influence on brand equity, after the M&A

MATERIALS AND METHODS

Data collection process: For the sake of verifying the
consistency of our empirical tests, we conducted two
surveys in order to collect consumer’s responses. The
empirical test of the theoretical model has been conducted
by using data collected through a survey submitted to a
sample of university students. The swvey has been
designed by using real examples. Specifically, a first
version of the survey employed the “Facebook and
WhatsApp” case while in a second version we employed
the “Microsoft and Skype” case. Such merger and
acquisition (M&A) commercial activiies have been
considered suitable to our study because those four
companies are international companies and respondents
can evaluate the brand equity of those companies easily.
Respondents were randomly assigned to one of the two
versions of the questionnaire.

Bl
| Perceived .

" brand value |

Respondents: We chose umversity students m Qatar
(undergraduate level) as our respondents in order to
increase homogeneity of the sample and to minimize
random error caused by selecting the general public
(Calder ef al., 1981). Students completed the surveys as a
partial fulfillment of their courses. We obtained two
hundred and seventy-six surveys in total. After excluding
wnvalid survey, 200 and 35 valid surveys were kept for
this study. 45% of the respondents were male (n, =
105) and 55% of the respondents were female (n, =
130). The ratios of sample size to survey items (15
items) for the sample satisfies the mimmum
requirements specified by both Gorsuch (1983) and
Thompson (2000).

Measures and procedures: For both the versions of
surveys, participants completed a questionnawe which
has a company logo, name and its brief introduction of
Mé&A of acquirer and acquired company. To ensure
reliability and validity, the measurement items were
adapted from the basis of the previous studies. All
measures employed in the two versions of surveys are
5-point Likert scale, ranging from 1 (strongly disagree) to
5 (strongly agree). In the real surveys n order to measure
product functionality, the items are used from
Suppehellen and Nysveen (2001). Consumer service has
been measured by using the items by Burke (2002). To
measure brand awareness, the scale developed by
Yoo et al. (2000) 1s followed. To measure perceived brand
value, the scale of Sweeney and Soutar, (2001) is used.
Lastly, brand equity is measured by means of a scale
developed by Yoo et al. (2000). For the sake of
consistencies, easy understanding and context fitness of
the measurement items, a pilot test was implemented
recruiting 50 respondents to pretest the reliability,
convergent validity and discriminant validity. All the
measurement items showed the fitness of the employed
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Table 1: Assessment of internal consistency and convergent validity

Table 4: Assessment of discriminant validity; WhatsApp

Cronbach’s  Composite Average Variance
Variables alpha () Reliability (CR)  Extracted (AVE)
Facebook (F):
Functionality 0.89 0.93 0.83
Consumer service 0.94 0.97 0.94
Awareness 0.94 0.96 0.89
Perceived value 0.91 0.94 0.85
Brand equity 0.94 0.96 0.86
WhatsApp (W):
Functionality 0.78 0.87 0.70
Consumer service 092 0.96 0.93
Awareness 0.93 0.95 0.88
Perceived value 0.92 0.95 0.87
Brand equity 0.94 0.96 0.85
Microseft (M):
Functionality 0.90 0.94 0.84
Consumer service 0.94 0.97 0.94
Awareness 0.94 0.96 0.90
Perceived value 0.95 0.96 0.91
Brand equity 0.95 0.96 0.87
Skype (5):
Functionality 0.93 0.96 0.88
Consumer service 0.91 0.96 0.92
Awareness 0.93 0.95 0.88
Perceived value 0.93 0.96 0.89
Brand equity 0.95 0.96 0.87

Table 2: Assessment of discriminant validity, Facebook

Variables Mean 8D A BE C E PV
A 4.03 1.14 0.94 - - -

BE 2.93 1.20 0.28 0.93 - -

C 2.96 1.13 0.23 0.44 0.97 -

F 3.32 1.19 0.40 0.75 0.44 0.91 -
PV 3.31 1.03 0.52 0.65 0.48 0.72 0.92

Table 3: Assessment of discriminant validity; Microsoft

Variables Mean 8D A RE C E PV
A 4.03 1.20 0.95 - - -

BE 3.57 1.10 0.69 0.93 - -

C 3.31 1.05 0.48 0.62 097 -

F 3.90 1.03 0.81 0.79 065 09 -
PV 3.75 1.05 0.79 0.77 0.56 0.83 0.95

construct and we adopted those measurement items mto
formal empirical tests. Table 1 shows assessment of
internal consistency and convergent validity. Tn the
formal empirical test as indication in Table 1, our
Cronbach’s alphas (¢) for all the constructs are above 0.6
that 1s considered as an acceptable level (Bagozzi and Y1,
1988). Allitems of Composite Reliability (CR) exceed the
threshold value of 0.7 of mnternal consistency (Fornell and
Larcker, 1981 ). In addition, the Average Variance Extracted
(AVE) values are above recommended threshold value 0.5
for all constructs (Fornell and Larcker, 1981). Therefore,
convergent validity 1s accepted.

The study measwres the discriminant validity
employing the test suggested by Fornell and Larcker
(1981). Good discriminant validity is represented as all
square roots of the AVE, diagonal elements in Table 2-5
are greater than the correlations between constructs.
Table 2-5 shows the mean and Standard Deviations (SD)
and assessment of discriminant validity of each construct.

Variables  Mean SD A BE C E PV
A 4.29 1.08 0.94 - - - -
BE 3.73 1.13 0.57 0.92 - - -

C 3.29 1.19 0.28 0.43 0.96 - -

F 3.98 1.02 0.68 0.74 0.48 0.83 -
PV 3.78 1.04 0.69 0.73 0.39 0.79 0.93

Table 5: Assessment of discriminant validity; Skype

Variables  Mean SD A BE C E PV
A 376 1.20 0.89 - - - -
BE 2.91 1.14 0.37 0.87 - - -

C 2.96 1.06 0.43 Q.70 091 - -

F 3.23 1.09 0.53 0.67 0.59 0.85 -
PV 3.23 1.06 0.52 0.56 0.58 0.78 0.89

A = Awareness; BE = Brand Equity; C = Custormner service, F =
Functionality, PV = Perceived Value, Diagonal elements represent the
square root of AVE for each construct; Off diagonal elements are correlations
among constructs

RESULTS AND DISCUSSION

We used AMOST™ 22 Software to perform 4
multi-group path analyses to test our conceptual model,
respectively. In terms of the indices of model fit, the
values of Goodness of Fit (GFI), Comparative Fit Index
(CFI) and Incremental Fit Index (IFI) were above 0.9
(Bagozzi and Y1, 1988). The Root Mean Square Error of
Approximation (RMSEA) which 18 another important
index of measurement of fit also had a value of <0.5,
representing a good model fit. This is a saturated model
and therefore it fits the data perfectly. However, some of
the hypothesized paths were found to be non-significant
at the 5% significance level. After sequentially fixing the
non-significant parameters in each sample to zero, we
ended up with the models shown in Fig. 3 and 6. These
models are constrained versions of the theoretical model
displayed in Fig. 2 with some direct paths fixed to zero.
The fits of the resulting sample model are excellent.
The result of each company shows that cur p-value 7y’
{Chi-square test) is larger than 0.05 (Facebook: y(9) =
356, p = 0.062, GFI = 0.98; CFI = 0.98; IFI = 0.98,
RMSEA = 0.04; WhatsApp: x(8) =3.143, p=0.075; GFI =
0.96, CFI = 098.IF1 = 098, RMSEA = 0.01; Microsoft:
{10y = 401, p = 0053, GFI = 099, CFI = 099,
IFI = 0.99; RMSEA = 0.03; Skype: ¥(9) = 4.036, p=0.091,
GFT = 0.98; CFI = 0.97, TFI = 0.98; RMSEA = 0.03).
Consequently, all descriptive goodness of fit indices are
very high.

Table 6 describes the empirical results of before/after
Mé&A of each company. Table 6, the effect of product
functionality on brand awareness for each company is
signmficant for both before and after M&A. However, the
effects of after M&A are larger than before M&A only
happened in Facebook and WhatsApp not in Microsoft
and Skype (F-Func, .., = 0.38, p<0.01, F-Func, 4., = 0.44,
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Functionality
(Func)

{Customer Service

Brand Equity
(BE)

(CS) H,
Fig. 2: Empirical model
Table 6: Empirical results
Critical ratios
Before M&A  After M&A for coef.
Proposed difterences

Hypothesis path Coef. p-values Coef. p-values F|
Facebook (F):
H, Func-Awareness 0.38  0.000% 044  0.000% 0.56
H, Func-PV 0.57  0.000% 071  0.000% 2,431
H; CS-Awareness 0.10 0.321 0.07 0448 -0.19
H, C8-PV 013 0047 016 0.011% 0.33
Hs PV-BE 0.75  0.000* 0.71 0.000% -1.09
H; Awareness~-BE  -0.40  0.000% -022  0.010% 1.43
WhatsApp (W):
H, Func-Awareness 0.63  0.000% 0.74  0.000% 1.45
H, Func-PV 0.65  0.000* 0.78  0.000* 1.821
H; C8-Awareness -0.07 0370 -020  0.002* -1.31
H, CS-PV 0.13  0.037¢ 0.15 0.022* 0.16
H; PV-BE 0.64  0.000% 0.62 0.000% -2.171
Hs Awareness~BE  -0.53  0.000* -0.12  0.000* 2,201
Microsoft (M):
H, Func-Awareness 0.81 0.000% 0.81  0.000% 0.79
H, Func-PV 079 0.000% 077  0.000% 0.03
H; CS-Awareness 0.02 0.850 012 0.156 -0.30
H, C8-PV 003 0706 014 0.046% 1.12
Hs PV-BE 0.71  0.000* 0.57 0.000* -0.85
H; Awareness~-BE  -0.53  0.000% -047  0.009% 1.68'
Skype (5):
H, Func-Awareness 0.72  0.000% 0.61  0.000% -1.16
H, Func-PV 0.69  0.000* 0.57 0.000* -1.85
H; CS-Awareness -0.09 0380 0.07 0.525 1.07
H, CS-PV 0.25  0.000* 0.35 0.000* 1.04
H; PV-BE 076 0.000% 073  0.000% -0.16
Hs Awareness~BE  -0.54  0.000* -046  0.000* 0.56

#p<0.05; **p<0.10; T7: 2> 1.645, p<0.10
p<0.01; W-Func, g, = 0.63, p<0.01, W-Fune,.s,, = 0.74,
p<0.01; M-Func . = 0.81, p<0.01, M-Func,as,, = 0.81,

p<0.01; S-Func,g.,, = 0.72, p<0.01, S-Func,s., = 0.61,

p<0.01). Therefore, H, is not supported. H ,is not
confirmed because the effect of product functionality on
perceived brand value for each company 1s significant
between before and after M&A but the effects of after
M&A are bigger than before M&A only existed in
Facebook and Whats App (F-Funceyg.g = 0.57, p<0.01, F-

Funceyapey = 0.71, p<0.01; W-Funceygee = 0.65, p<0.01,
W-Func gy = 0.78, p<0.01; M-Func,g.., = 0.79, p<0.01,
M-Func, .5y = 0.77, p<0.01; S-Fung, ¢y = 0.69, p<0.01,

S-Func, s, = 0.57, p<0.01). Regarding to I, although, the
effects of customer service on brand awareness of
Facebool, Microsoft and Skype are insignificant
between before and after M&A (F-CS, 5. = 0.10,
p=0321, F-C8.ppy = 007, p = 0.448; M-CS, sy = 0.02,

p=0.850, M_CS, a0, = 0.12, p = 0.156; S-CS, pus0y = -0.09,

p = 0380, S-CS, sy = 0.07, p = 0.525), a significant
relationship in Whats App (W-CS .4,y = -0.07, p = 0.370;
W-CS, s = -0.20, p<0.01). The improved effect is only in
WhatsApp whose customer
important role in influencing brand awareness in after
M&A. Hence, H; is not supported. The effects of
customer service on perceived brand value are improved

service does play an

for all four companies (F-CSpges = 013, p<0.05,
F-C8mapn = 0.16, p<0.05, W-CSpypume = 0.13, p<0.05,
W-CBpyaney = 0.15, p<0.05; M-CSpypu = 0.03, p<0.706,
M-CSpyepn = 0.14, p<0.05; S-CSpypume — 0.25, p<0.01,
S-CSpoyiatesy = 0.35, p<0.01). It can be concluded that H4 15

supported. Perceived brand value sigmificantly affects
brand equity in all four companies, but the effects of after
M&A are smaller than before M&A for each company

(F PVasgeny = 0.75, p<0.01, FPVypu, = 071, p<0.01;
WPV o = 0.64, p<0.01, W-PVog0, = 062, p<0.01;
M-PVsgeame = 0.71, p<0.01, M-PVys = 057, p<0.01;

S-PV gt = 0.76, p<0.01, 8-PVig e, = 0.73, p<0.01), not
supporting H,. As hypothesized brand awareness plays
a significant role n affecting brand equity for all four
companies and the effect of after M&A for each
company is larger than before M&A (F-Agpg g = -0.40,
p<0.01, F-Apppsy = -0.22, p<0.05;, W-Apppene = -0.53,
p<0.01, W-Agpp = -0.12, p<0.01; M-Agppe, = -0.53,
p<0.01, M-Apgay = -0.47, p<0.01; S-Agppge = -0.54,
p<0.01, S-Agpupey = -0.46, p<0.01). H6 is confirmed.
Apart from the total (direct) effect showed in
Table 2-5, it 1s still needed to consider the indirect effects
of components on brand equity. These indirect effects are
explored by adding the product functionality and
customer service via. whole possible paths to brand
equity. The AMOS results present that the all indirect

effects of product functionality are larger than
customer service on brand equity, even though part
effects are not Slgmflcant (F Indieffr,. prpens = 0.450=F-
Indieffo; pppene = 0.066, F-Indieffy, o pas. = 0.547>F-
Indieff ; pprnpey = 0.086; W-Indieff,, | prp.sg = 0.463>W-
Indieft ; pppe = 0.086, W-Indieff,, pzinsey = 0.531>W-
Indieff ; gprnpey = 0.044; M-Indiefty pop.ng = 0.7065M-
Indieft ; pppe = 0.569, M-Indieffy | prap.y = 0.6095M-
Indieffo; granen = 0.058; S-Indieffr,,. srmeme = 0.445>3-
Indieffis prpery = 0.124, S-Indieffs,, pppag = 0.419=5-

Indieffiy priapey = 0.180) (Fig. 3-6).

The central aim of this study 1s to identify the drivers
of brand equity, especially for the M&A of online
compamies. The study provides new insights into
important i1ssues regarding brand equity and the exact
direction in which to strengthen evaluation of M&A of
online companies. Most of the previous research on
brand equity mainly dealt with analyzing the impact of
unilateral antecedent on consumer evaluation without
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Before

Functionality
(Func)

Awareness

\ Brand Equity
(BE)

Customer Service Perceived 0.75
(CS) Value (PV)
After
Functionality

Perceived

Customer Service
Value (PV)

(CS)

Fig. 3: Facebook before/after M&A; only significant
relationships are presented

Before

Functionality
(Func)
0.

Brand Equity
(BE)

Customer Service Perceived 0.64
(€S) Value (PV)
After

Brand Equity
(BE)

Customer Service
(€S)

Perceived
Value (PV)

0.62

Fig. 4 WhatsApp before/after M&A; only significant
relationships are presented

Before

Functionality
(Func)
0

79

Brand Equity
(BE)

Customer Service Perceived 0.71
(CS) Value (PV)
After

Awareness

Perceived
Value (PV)

Brand Equity
(BE)

0.57

Customer Service
(€S)

Fig. 5: Microsoft before/after M&A, only significant
relationships are presented

extending the different periods through which the same
successful drivers of brand equity in before/after M&A
may 1lmpact evaluation differently. By
decomposing M&A activities mto two periods, this study

consumer

Before

Tunctionality
(Func)
0.

Awareness

Brand Equity
(BE)

Customer Service Perceived 0.76
(CS) Value (PV)
After
o
0.57

Brand Equity
(BE)

0.73

Customer Service A Perceived
€S) Value (PV)

Fig. 6: Skype Dbefore/after M&A;
relationships are presented

*only  significant

sheds light on the subtle routes underlying consumer
evaluation in the online company cases of brand equity
between before and after M&A.

It 1s hypothesized that brand equity, expressed both
as before M&A versus after M&A and by the intention to
re-evaluate from same companies would be influenced by
consumers’ brand awareness and perceived brand value
towards it. As expected and by supporting some of the
previous literature, brand awareness and perceived brand
value are proven to be important sources of brand equity
which coincides with the research of Keller (2003) and
Rios and Riquelme (2010). The effects of brand awareness
on brand equity in after M&A are significantly larger than
before M&A in all 4 companies. However, consumer’s
perceived brand value toward brand equity exists
opposite results which present that the effects of before
M&A are larger than the counterparts of after M&A. Tt
also shows that although consumers only have stronger
evaluation about brand awareness on after M&A, the
effects are negative. Hence, regarding to the positive
effects of perceived brand value and negative effects of
brand awareness on brand equity, those 4 companies
have to do further analyses about the synergy of the
M&A activities. Because every company has different
kinds of backgrounds and M&A activities, whether the
M&A activities create the comprehensive result is
accurately the goal of the further research. In addition, 1t
1s worthy to notice that the importance of perceived brand
value to the extent that total effect towards brand equity
is larger than that of brand awareness. This result
supports previous research of Yoo et al (2000) who
pointed out the existing, sigmficantly weak relation
between brand awareness and brand equity.

The results from both before and after M&A of these
compames also offer sigmificant theoretical and
managerial contributions to brand equity lLiterature in
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several ways. Product functionality is an important
component driving brand awareness and perceived brand
value directly and building brand equity ndirectly.
However, the effect of product functionality on brand
awareness and perceived brand value are improved in the
case of Facebook and WhatsApp but not Microsoft and
Skype. Probably consumers perceive that the identity of
the two company is different. That is to say, the main
business of Microsoft is the operation system and Skype
is focusing on online communication. Tt is the construct
with both improved effects on after M&A which shows
after M&A, the brand awareness of 4 companies has
significant improvements through this M&A. Those
results meet the results of Berry (2000} and Chiu and
Wang (2000). The empirical results show that the effects
of product functionality on perceived brand value in
the case of Facebook and WhatsApp are stronger
than it on brand awareness but not in the case of
Microsoft-Skype. The results are partly consistent with
Page and Lepkowska-White (2002)s research which
presents that online companies generally provide reliable
functionalities increasing consumer’s perceived brand
value. Notwithstanding in this study no hypothesis are
measured between product functionality and brand
equity directly such effects are assessed by examining
altemative paths m the empirical model and by checlkang
the mnportance via. the indiect effect. The results
confirm the importance of product functionality as
indirect effects on brand equity via. brand awareness and
perceived brand value. Hence, the importance of product
functionality cannot be underestimated, even though few
hypothesis in the case of Microsoft and Skype are not
supported.

Customer service, the other interesting marketing
component does not show consistent effects on brand
awareness and perceived brand value. Tn terms of the
effect on perceived brand value, all 4 companies exist
mnproved effects after the M&A activities. Regarding
to the effect on brand awareness, there is only one
significant effect in the case of after M&A of
WhatsApp even though this effect 1s negative. The rest
of other effects are insigmficant. It might be possible that
consumers do not perceive that after M&A, the acquirers
on one hand do not need to help and integrate acquired
companies to solve increased technical problems and
relevant product problems from new consumers and on
the other hand, acquired companies could not receive
supports from acquirers that cause consumers to have
less confidence towards their customer service. Therefore,
1t delivers three tasks for the managers at this situation.
The first one 13 that because customer service largely

influences perceive brand value but not brand awareness.
Companies would put more effort to explore the efficient
ways to enhance customer service i order to increase
consumer’s identification towards its perceived brand
value. Second, 1t also might be the other way that through
transferring company resources from customer service to
other possible departments which can enhance its brand
awareness and perceived brand value in the mind of the
consumer. Certainly it needs to take deep business
analyses to determine which business strategy is suitable
for the company. Third, since, the product functionality
practically affects both brand awareness and perceived
brand value, how to mmprove and enhance product
functionality of each product to receive consumer’s
identification would be a prominent issue for top
managers.

CONCLUSION

In short, from the empirical results it is clear to
understand that the M&A of online companies could help
companies enhance their brand equity.
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