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Given that virtual worlds as a promotional vehicle may dramatically alter the existing customer expe-
rience, we seek to understand the impact of the virtual environment through interdisciplinary research.
We present a conceptual framework, beginning with a qualitative study, and finishing with a quantita-
tive study that includes hypothesis testing. Our findings indicate that virtual world experiential pro-
motion (VWEP) provides better hedonic attributes, such as atmospherics, social experience, and
personal/adaptive selling, when compared to “e-tail” environments. Results for the the provision of
utilitarian attributes were more mixed, revealing that time savings and convenience were perceived as
being less advantageous in VWEP environments than in retail environments, while ease of switching
was perceived as being not significantly different across the two channels. As hypothesized, avoiding
salesperson pressure was seen as an advantage of VWEP environments over retail environments. In
summary, we conceptually introduce the virtual world promotional vehicle, show the importance of
the consumer experience within such via two studies, and provide a framework for future research in
the virtual world promotion context.

Virtual worlds have the potential to dramatically alter the existing electronic promotional experi-
ence. Traditional forms of media have now been augmented by allowing the consumer to socialize
and mingle, browse products from all angles, and play games or interact with other gamers in
virtual world environments. These environments give advertisers multiple points of contact with
their consumers, therefore requiring thoughtful and synergistic integration with promotional
strategy (Godes, Ofek, and Salvary 2009). Consumer experiences are by their nature “brain events”
that entail the brain’s interpretations of sensory experience and hence are quite malleable and
strategically recognized as promotional vehicles (LaTour, Carbone, and Goan 2008). By incorpo-
rating the experiential aspects of traditional shopping channels into a Web-based, three-dimen-
sional environment (cf. Ha 2005), virtual world experiential promotion (VWEP) can enhance and
mold mental models associated with the brand via the promotional experience. These “mental
models” can then act as a forward frame that will impact the interpretation of future experience,
be it virtual or otherwise (LaTour et al. 2008). Much as was forecast by research at a conceptual
level many years ago (Ranchhod 1998), virtual worlds allow the consumer to become part of a
larger social network, sharing brand beliefs and forming a more in-depth brand experience. The
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breadth of consumer shopping choices, as well as the merchant’s bottom line, may both be
augmented in virtual world environments as the technology advances and the use of virtual worlds
becomes increasingly more widespread (Mennecke et al. 2007). Even though these virtual world
environments share some similarities with their bricks-and-mortar and e-tail counterparts, they
offer a very distinctive interactive experience to the consumer, and a means of experiential promo-
tion to the advertisers (Ailawadi et al. 2009; Godes et al. 2009).

Virtual worlds such as Second Life already allow members to buy and sell in-world products,’
and some companies have begun to explore how real-world commerce can be conducted in
virtual-world environments. For example, IBM not only uses Second Life as a collaborative plat-
form for corporate meetings, but also has dedicated in-world real estate called “islands” to market
and sell products such as Smart SOA.? Despite the enormous potential of virtual worlds as a future
e-commerce platform, scant research has focused on consumer behavior in virtual worlds as
strategic experiential promotion. For researchers, the need to develop new theory to understand
virtual-world user behavior is critical (Fuller, Hardin, and Scott 2007; Mennecke et al. 2007).

Virtual world research to date has generally focused on the development of conceptual models
based on the existing literature (e.g., Park et al. 2008), thus biasing researchers in the direction of
existing theory, rather than encouraging them to go beyond their preconceived notions about how
promotion might operate in virtual world environments. We attempt to address this gap in the
literature by conducting a mixed qualitative/quantitative study designed to first identify con-
sumer perceptions of the advantages of VWEP, and then comparing those perceptions with those
of traditional retail and electronic commerce (e-tail).

We begin our article with a short discussion of virtual-world technology. Next, we discuss the
Study 1 methodology and summarize the qualitative results. We then develop a conceptual model,
and use that model to propose specific hypotheses designed to evaluate the advantages identified
in the qualitative analysis (Study 1). Following this, we describe the quantitative methodology
and analysis used to test those hypotheses (Study 2). Implications, limitations, and a conclusion
are also provided.

VIRTUAL-WORLD TECHNOLOGY

Virtual worlds such as Second Life, There, and Active Worlds provide a three-dimensional, Web-
based environment in which users interact through the use of a virtual simulation of themselves, or
an “avatar.” Virtual worlds originated as entertainment platforms, but have recently become popular
for both business and educational purposes (Castronova 2005). Organizations such as IBM and Sun
Microsystems employ virtual-world technology to facilitate business activities such as collabora-
tion, and the marketing and sales of information technology (IT)-related offerings. Retail compa-
nies also use their presence in Second Life to advertise and promote their real-world products.
New initiatives that have been endorsed by major corporations such as IBM have recently
been put into action to address some of these limitations. For example, IBM partnered with
Linden Labs to host its Second Life presence behind IBM’s corporate firewall. Sun Microsystems

'Wealth in excess of $1,000,000 has been attained through in-world commerce (Hof 2007).
“Smart SOA is a set of guiding principles developed by IBM, based on its extensive experience working with
customers using service-oriented architecture (SOA).
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is now developing of its own virtual world called Project Wonderland. Finally, the Metaverse
project has been introduced as an open source initiative aimed at the development of a pervasive
three-dimensional (3D) network in which virtual worlds can be developed much the same as
Internet-based webpages. Using similar logic structures, avatars would be able to link to different
3D virtual worlds within the Metaverse, retaining their appearance and other in-world character-
istics. The development of such a capability would greatly aid in the advancement of virtual-
world technology as a mainstream commerce platform, and we propose that this potentially adds
a crucial emerging experiential component (cf. Godes et al. 2009) to strategic integrated market-
ing communications (IMC).

STUDY 1 (QUALITATIVE)

To help identify new theory, our study begins with a qualitative inquiry, asking subjects to answer
a series of open-ended questions regarding the perceived advantages and disadvantages of VWEP.

Methodology

As virtual worlds are a relatively less explored context in marketing literature, and we seek to
gain further understanding of how consumers behave in them, we first collected data using a
qualitative design (Russell and Puto 1999; Brady and Cronin 2001; Drumwright and Murphy
2001). Qualitative data for this study were gathered via an open-ended Internet-based descrip-
tive survey in a two-sample multiple cross-sectional design.

Sample and Procedures

One Study 1 sample consisted of 57 undergraduate business school students, while the other
consisted of 36 EMBA (executive master’s degree in business administration) students who are
working professionals, in the western region of the United States. Participant identification and
responses were kept confidential. Sample 1 consisted of 31 females and 25 males with an average
age of 20 years. Sample 2 consisted of 16 females and 20 males with an average age of 30 years.
Respondents were asked to complete an open-ended questionnaire consisting of the following
virtual-world scenario: “Imagine that you have just entered Second Life”: (1) What types of
activities would you like to do? (2) What features of the technology would you most like to use?
(3) What advantages does the environment provide for online shopping? Given our interest in
virtual-world promotions in particular, we inserted questions 1 and 2 as fillers in our study and
focused on the responses given for question 3.

Analysis

As is the case in many qualitative studies, conceptual categorization of the findings must be
derived in order to classify the data (Spiggle 1994). Two trained graduate students, one male and
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TABLE 1
Study 1 Sample Qualitative Responses of Virtual-World Advantages

Advantages Sample response

Atmospherics “More fun, gives more of a real life feeling. It is visual. A more real transaction process.
More creativity.”

Social experience “You can have social interaction with other shoppers.”

Personal/adaptive “You can communicate with the seller. You might explore new things that you might not
have known before.”

Time savings and “Ease of access, being convenient, time savings.”

convenience

Lower switching costs “You have more choices, numerous products and many vendors in second life. You can see
a variety of products on the same site. The variety of choices out there.”

Avoiding salespeople “You don’t have to deal with people like at the retail store. No face to face shopping
hassle.”

one female (Kiecker, Palan, and Areni 2000), who were unaware of the research topic, served as
content analysis coders (Reynolds and Arnold 2000). Each coder independently analyzed and
categorized the data from the survey into key themes. Following this process, the authors of the
article worked independently to further classify the data into distinct categories. Finally, the
authors met and agreed on the key themes. These themes came from the existing e-commerce
and retailing literatures that identify the reasons that shoppers choose particular environments for
their shopping needs (e.g., Reynolds and Arnold 2000; Dholakia and Uusitalo 2002; Sicilia, Ruiz,
and Munuera 2005).

Results

Table 1 summarizes the key themes that emerged as a result of our qualitative study. Consistent
with the hedonic aspects of a retail shopping experience as a means of promotion (Ailawadi et al.
2009; Godes et al. 2009), participants identified as advantages of virtual-world shopping (1)
atmospherics, (2) the ability to support a social experience, and (3) the ability of the environment
to support a personal/adaptive experience. Consistent with the utilitarian characteristics of an
e-commerce shopping experience, participants identified as advantages (1) time savings and con-
venience, (2) lower switching costs, and (3) the ability to avoid salespersons.

Having identified the key advantages perceived by the participants in the qualitative study, we
next develop a conceptual framework, and then use that framework to develop our formal hypoth-
eses for Study 2.

CONCEPTUAL FRAMEWORK AND HYPOTHESES

As depicted by Figure 1, our qualitative results suggest that consumers perceive that the advan-
tages of VWEP exist at the intersection of retail and e-tail. Advertising academics categorize
virtual reality research as an Internet segment and study it as a facet of Internet-related research
(Cho and Kang 2006). Still other literature argues that the Internet itself allows for virtual product
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FIGURE 1 Conceptual model of virtual world experimental promotion.

experiences (Klein 2003) and provides a virtual environment in which consumers can reach a
flow state (Novak, Hoffman, and Yung 2000; Schlosser 2003; Sicilia et al. 2005). Further, the
Internet “of the future” has been classified as a virtual communication tool, in that it allows for
human-message interaction (Ko, Cho, and Roberts 2005), and this idea underscores the need for
our notion of VWEP. In effect, we conceptualize virtual worlds as an extension of both Internet
shopping and retail shopping, in that they allow for an even more experiential promotional envi-
ronment. Our hypotheses underscore the idea of VWEP as providing for several of the utilitarian
advantages of e-tail and several of the hedonic ones of retail.

Burke (1997) made a call for retailers to experiment carefully while moving into the Internet;
we view our research as a similar call for retailers and e-tailers, as they move into the virtual
world experiential promotion (VWEP) environment. The term “experience economy” describes
how consumers today view their shopping interactions, whether in a retail or e-tail environment
(Mathwick, Malhotra, and Rigdon 2001). While to some extent capable of providing both
hedonic and utilitarian promotional experiences, retail channels are generally associated with a
more hedonic shopping experience (Arnold and Reynolds 2003), while e-tail channels have been
generally associated with a more utilitarian experience (May 1989; Monsuwe, Dallaert, and
Ruyter 2004). Thus, developing a conceptual framework of VWEP based upon the advantages
associated with both retail and e-tail commerce fits nicely with our qualitative findings, as well
as prior research suggesting that virtual-world environments support both hedonic and utilitarian
experiences (Fuller et al. 2007; Mennecke et al. 2007).

In virtual worlds, consumers no longer have to sacrifice the social aspects of a shopping expe-
rience in order to realize the utilitarian benefits of e-commerce. Functioning as a form of interac-
tive media (Stewart and Pavlou 2002), virtual worlds allow consumers to become more active in
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controlling their communications environment with advertisers. Three-dimensional virtual
worlds allow consumers to interact with vendors using gestures, heads-up displays, and voice-
enabled communication technologies. This array of technologies allows consumers to interact
with the providers of products and services in a communication-rich environment that surpasses
current Internet shopping channels. For example, consumers can interact with “virtual concierges”
that can assist them with their purchasing decisions much like in traditional shopping envi-
ronments. While e-tail channels provide online chat, or telephony assistance (Xiao and Benbasat
2007), the virtual-world concierge can actually communicate with the in-world consumer while
manipulating products in a manner consistent with traditional bricks and mortar providers and
hence functions as a highly experiential promotion experience.

In addition, consumers may enjoy the virtual-world shopping experience with their friends
and family much like traditional shopping outings at the local mall. Consumers can communicate
with each other using voice technology and gestures, while interacting with three-dimensional
products. If consumers and their shopping companions wish to take a break from the shopping
experience, they can visit a simulated beach or even a nightclub, complete with dancing and
socialization. Note that the virtual-world shopping experience has the additional advantage of
allowing consumers to shop from the convenience of their homes with friends and family
who may have relocated and live far away, something that cannot easily be done in retail
environments.

Enjoying the hedonic shopping experience of virtual worlds does not mean that consumers
have to sacrifice more utilitarian goals such as time savings, convenience, and low switching
costs. Virtual worlds are based on Web technology and can therefore be accessed from anywhere
a connection to the Internet is available. Virtual-world shoppers can easily locate products by
using in-world search functions, and can “teleport” from store to store as easily as clicking on a
hyperlink when shopping online (Schlosser 2003).

Despite the obvious potential of virtual worlds for supporting a hybrid model of commerce,
little is known about how the VWEP environment will influence consumer shopping behavior.
While there is a plethora of literature on consumer behavior in traditional retail and e-tail
environments, this literature may or may not directly apply to this new technology. To truly
understand consumer behavior within this new environment, new theory based upon sound con-
ceptual models is needed (Fuller et al. 2007). We embrace this thinking by now developing our
Study 2 hypotheses based upon our conceptual model.

Store Atmospherics

One of the most obvious advantages of retail over e-tail environments for experiential promotion
is that multisensory atmospheric elements can be created and utilized, such as acoustics, creative
shelf layouts, artistic furniture and settings, and haptic stimulation (Tractinsky and Lowengart
2007). As can be seen when walking through a shopping mall, every store creates its own unique
environment, often beginning with unique smells, lighting, and music, which can change accord-
ing to the time of year, time of day, or a promotional event that the store may be sponsoring.
Consistent with the advantages of atmospherics in retail settings, several of the subjects in Study
1 mentioned the capability of virtual worlds to mimic real-life settings. For example, comments
such as “More fun, gives more of a real life feeling” and “A more real transaction process” were
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identified. Researchers have suggested ways that a website can create atmospheric benefits
(“webmospherics”), but these effects are not in three dimensions and would still lack several of
the options (such as haptic and product rotations) available in retail channels (Childers et al.
2001; Menon and Kahn 2002). Thus, we expect that consumers perceive the advantages of atmo-
spherics to be higher in virtual worlds than in e-commerce environments.

However, literature in the field of virtual worlds has also noted the lack of realism present in
today’s unsophisticated interfaces (Kock 2008). While visual stimulus and sound can be provided
in a manner similar to retail environments, facilitating smell and the weight of objects are obsta-
cles yet to be overcome (Mennecke et al. 2007). Thus, we expect:

H,: Consumer perceptions of the advantages of store atmospherics in VWEP environments will be
significantly higher than those for e-tail environments and significantly lower than those for retail
environments.

Social Experience

Bricks-and-mortar retailers both in shopping malls and strip malls offer the advantage of a recre-
ational shopping environment that cannot easily be provided in an e-tail environment. Essentially,
both recreational shoppers and variety-seeking individuals (Krishen, Bui, and Peter 2010) can
enjoy a social experience as they walk around and browse in the various stores and kiosks (Guiry,
Migi, and Lutz 2006). For example, consumers can enjoy mingling with other shoppers and sales-
people, bargain hunting, browsing, sensory stimulation, being pampered, and kinesthetic experi-
ence (Cox, Cox, and Anderson 2005). Similar to the advantages of the social experience provided
by retail environments, during our qualitative analysis of the open-ended survey data, we identi-
fied comments such as “You can have social interaction with other shoppers” and “It provides the
ability for people to search with many different people for the things they are looking for.”

On the other hand, virtual worlds cannot support face-to-face and physical contact, question-
ing the ability of virtual worlds to provide a social experience equivalent to that provided in retail
environments. Avatars, although three-dimensional, are often perceived as lacking a resemblance
to humans (Park et al. 2008). Thus, we expect to find:

H,: Consumer perceptions of the advantages of social experience in VWEP environments will be
significantly higher than those of e-tail environments and significantly lower than those of retail
environments.

Personal/Adaptive

One major advantage enjoyed by traditional retailers over e-tailers is adaptive selling. Adaptive
selling involves the ability of a salesperson to adapt his or her behavior to fit the particular
needs of a consumer as the consumer enters the store (Weitz, Sujan, and Sujan 1986).
Salespersons can do this by ascertaining overt signals as well as by asking the customer about
his or her shopping goals on that particular trip (May 1989). By identifying goals early in the
shopping experience, salespersons can more easily influence consumers through adaptive sales
techniques because consumer goals in the early stages are more malleable than their deterministic
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and action-oriented second-stage goals (Lee and Ariely 2006). Being able to respond in a real-
time physical interaction allows salespeople to distinguish consumer emotional cues and react
accordingly (Menon and Dubé 2000; 2004). Thus, the ability to adaptively sell in the retail envi-
ronment allows businesses to intervene in the critical phase of decision making and possibly to
shape the consumer goal in a mutually beneficial way. The advantages of personal/adaptive selling
were also noted by the subjects in Study 1. For example, comments such as “You can communi-
cate with the seller” and “You might explore new things that you might not have known before”
were identified during our analysis. These comments highlight the ability of virtual worlds to
support adaptive selling and to influence consumers during the formation of their shopping goals.

Despite this capability, however, some participants also identified the ability to avoid salesper-
sons as an advantage of VWEP environments. In virtual environments shoppers can “teleport” to
another store or mall more easily, thereby avoiding a salesperson, than can be done in a retail
environment. Thus we expect:

H;: Consumer perceptions of the advantages of adaptive/personal selling in VWEP environments will
be significantly higher than those for e-tail environments and significantly lower than those for
retail environments.

Time Savings and Convenience

Two of the most prominently cited benefits of Internet or catalog shopping are time savings and
convenience (Dholakia and Uusitalo 2002). Internet shopping can be considered convenient for
several reasons, including not being restricted by retail hours, not having to drive to the retail
location, or not having to interact with retail employees to gather information or make a purchase
(Monsuwe et al. 2004). Researchers have also found, for example, that rural consumers who may
not be able to travel far enough to purchase products are more likely to engage in nontraditional
e-commerce shopping (May 1989). Consumers who want to achieve more shopping outcomes in
less time, that is, those who are time pressured, and those who are less likely to shop primarily
for social interaction, would prefer to shop on the Internet (Grewal, Iyer, and Levy 2004). The
advantages of time savings and convenience in virtual worlds were not lost on the Study 1 partici-
pants. For example, comments such as, “Easy, convenient, time saving” and “It is fast and easy”
were classified in this category.

While shopping in virtual worlds is perceived as being more time-saving and convenient than
in retail environments, the rendering of 3D graphics over the Internet causes delays and lag time
during the virtual-world user experience. These delays are expected to be longer than those expe-
rienced during e-commerce activities. Thus we expect to find:

H,: Consumer perceptions of the advantages of time savings and convenience in VWEP environ-
ments will be significantly higher than those for retail environments and significantly lower than
those for e-tail environments.

Lower Switching Costs

Internet shoppers can spend hours browsing through stores or learning about products without any
salesperson-type pressure or stigma from returning to the same site multiple times. As Moe (2003)
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explains through clickstream research, consumers on the Internet are primarily categorized by four
interaction goals: browsing, learning, searching, and buying. Though Internet sites can take infor-
mation about consumers through cookies, they cannot deter consumers from readily switching from
one e-tailer to another in moments, possibly using one to gather information and the second one to
complete the purchase (Porter 2001). These lower consumer switching costs encourage consumers
to enjoy the process of trying to purchase the highest quality product for the lowest possible price
without having to lose the convenience and lack of human interaction. During the examination of
the Study 1 data, we identified comments that were clearly focused on the ability to easily switch
vendors and browse to another site, for example, “You can obtain nearly any product from the
comforts of your living room” and “Malls can have a much larger selection of stores.”

Despite the ease of switching among vendors in virtual worlds, the number of virtual world
vendors is currently limited. In addition, the promise of a 3D Internet has not yet materialized.
Because of this, virtual-world consumers are limited not only with respect to the number of ven-
dors currently available, but also in their ability to easily transfer from one virtual world to another.

Hj: Consumer perceptions of the advantages of switching costs in VWEP environments will be sig-
nificantly higher than those for retail environments, and significantly lower than those for e-tail
environments.

Avoiding Salespeople

Not having to interact with retail employees to gather information or make a purchase has been
suggested as an advantage of e-commerce shopping (Monsuwe et al. 2004). As noted earlier,
Internet shoppers can spend hours browsing through stores or learning about products without
any salesperson-type pressure. Although avoiding salespeople could have been classified as
belonging to either of the two previous categories, the frequency of its mention during Study 1
resulted in the creation of a separate category. Example comments include “You don’t have to
deal with people like at the retail store” and “No face to face shopping hassle.”

Like their real-world counterparts, however, virtual concierges are often used by virtual-world
vendors to interact with consumers. For example, consumers interested in the SOA products
offered by IBM can speak with one of many avatars representing a real-world IBM representa-
tive. If virtual-world users visit the IBM region in Second Life dedicated to the SOA product
offerings, an encounter with an IBM representative is likely. Thus, we expect to find that:

Hg: Consumer perceptions of the advantages of avoiding salespeople and gaining ease of browsing
for VWEP environments will be significantly higher than those for retail environments, and
significantly lower than those for e-tail environments.

Consumer perceptions regarding the utility of VWEP environments may differ based upon expe-
rience or familiarity levels. For example, prior experience has been established as a predictor of
subjects’ perceptions of a technology ease of use and usefulness. Virtual worlds have a steep learning
curve (Kock 2008), and thus it is likely that experience will play an even stronger role as a predictor
of ease of use and useful perceptions. These perceptions will in turn influence consumers’ percep-
tions of the utility of VWEP environments. Thus, we expect to find that:

H,: Consumer perceptions of the advantages in VWEP environments will differ based upon level of
prior experience.



Downloaded by [University of Nevada Las Vegas] at 10:43 13 May 2013

272  A.S.KRISHENETAL.

STUDY 2 (QUANTITATIVE)
Method

The goal of this study was to determine the efficacy of our conceptual model by ranking the
advantages from the first study for the average consumer. Thus, based on the information obtained
in the first qualitative study, we used a survey methodology to obtain consumer preferences for
these three environments.

Sample and Procedures

Data were collected from 89 undergraduate and graduate business school students; 49 were
male, and 40 were female. The average age of the subjects was 25 years. Students were intro-
duced to virtual-world technology through a short written description and video demonstrating
the use of virtual worlds for commerce purposes (Table 2). Providing descriptions of emerging
technologies has been successfully used in prior IT research focused on emerging technologies
(Sheng, Nah, and Siau 2008). Following the introduction, each student was presented with three
scenarios describing a shopping experience with a friend involving the purchase of a gift for
another close friend (Babin, Gonzalez, and Watts 2007). We did not specify the type of product,
so that subjects could imagine purchasing any product they saw fit as a gift. We chose to make
the product a gift in order to reduce the self-relevancy or personal preferences of the consumers
as they go through the scenarios. The only difference among the scenarios was the environment
the shopping experience would be conducted in (i.e., virtual world, retail, and e-tail). The advan-
tages that were found in Study 1 were listed using a Likert type scale with this statement:
“Regarding the [E-commerce (Internet shopping)/Virtual World/Retail Environment], please
rate your views about these aspects of shopping in this environment, does it provide these
advantages?” followed by a 9-point scale anchored by strongly disagree/strongly agree. Thus,
this set of advantages was chosen three times per subject in a within-subject design. Familiarity
or prior experience was measured with the single 9-point item “How familiar were you with
[virtual worlds/retailing environments/e-tailing environments] before you participated in this
study?,” with “not at all familiar” and “very familiar” as the endpoints (Johnson and Russo
1984). Order effects were avoided by counterbalancing the scenarios. Immediately following
each scenario, subjects were asked to respond to a series of questions designed to address the
hypothesized relationships.

Analysis

A mixed-design analysis of variance (ANOVA) was used to analyze the data. Channel (i.e., vir-
tual world, retail, and e-tail) was entered as a within-subjects repeated variable. To assess whether
the perceptions across level of experience differed, prior experience (familiarity) was then entered
as a between-subjects variable. When a significant channel x prior experience interaction was
encountered, pairwise comparisons were used to evaluate the difference among the participants
across the three channels.
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TABLE 2
Study 2 Virtual-World Stimulus
Scenario Text provided in survey
Written description of The following is a description of a popular virtual world. Please carefully read the
virtual world description and then consider the three scenarios that follow.

Second Life® is a 3-D virtual world created by its Residents. Since opening to the public in
2003, it has grown explosively and today is inhabited by millions of Residents from
around the globe. Some experts have predicted that by the year 2011, ~80% of active
Internet users will have a “Second Life” in one of the many available virtual worlds.
Others predict that a 3D Internet will eventually dominate the e-commerce environment.
Second Life, as well as other similar virtual worlds, provides participants with the
ability to interact with the environment and other participants as 3D avatars using voice,
chat, and gestures. From an e-commerce perspective, virtual world participants can
interact with 3D products, and in many cases, gain valuable product information from
in-world salespersons or “virtual concierges”. Publicly available virtual worlds such
as Second Life currently support millions of US dollars in monthly transactions. This
commerce is handled with the in-world unit of trade, the Linden™ dollar, which can be
converted to US dollars at several thriving online Linden dollar exchanges.
Scenario presented for Imagine that you and your best friend Sam need to purchase a gift for a close friend by the
shopping end of May. You and Sam were originally planning to buy the gift at your local retail
store. However, since you and Sam recently discovered Second Life, a 3D virtual
world, you decide to purchase the gift in that environment instead. Assume today is

May 3rd, 2009.
Description of virtual Subjects viewed a video providing an overview of Second Life as a virtual world environ-
world video ment capable of supporting social, collaborative, and commerce activities. While many

videos on Second Life are available on the Internet, the particular video used for the
study was selected because of its detailed description on how virtual worlds can be
leveraged for real-world commerce activities.

Results

Table 3 depicts the means and standard deviations, as well as the within-subjects ANOVA results.
The within-subject ANOVA results for the main effect of channel were significant for all of the
relationships. The within-subject ANOVA results for the interactions between channel and prior
experience were significant for atmosphere, social, and personal/adaptive. Tables 4, 5, and 6
depict the pairwise comparisons for the significant interactions.

Test of H,

H, proposed that consumer perceptions of the advantages of store atmospherics in VWEP
environments would be significantly higher than for e-tail environments and significantly lower
than for retail environments. The within-subjects effect was significant, F(2, 86)=61.512,
p <.000, n* = .414. Store atmospherics in VWEP environments were rated significantly higher
than for e-tail environments (M ;.= .794, p <.05), and significantly lower for than retail environ-
ments (Md,-fz -2.239, p <.001). Thus, H, was supported.
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TABLE 3
Study 2 Quantitative Results

Means and SD Tests of within-subjects effects
Experience Variable n M SD daf F P ;72
Atmosphere 89 2, 86 61.512 .000 414
Virtual world 4951 238
Retail 7.190 177
E-commerce 4.157 .240
Atmosphere x experience 89 2,86 4.458 .013 .049
Low
Virtual world 44 4.289 .230
Retail 7.267 .083
E-commerce 4.222 229
High
Virtual world 45 5.614 218
Retail 7.114 .148
E-commerce 4.091 223
Social 39 2,86 76.021 .000 466
Virtual world 4.436 241
Retail 6.592 .189
E-commerce 3.171 .203
Social x experience 89 2,86 7.544 .001 .080
Low
Virtual world 44 3.622 .339
Retail 6.867 .266
E-commerce 2.956 .286
High
Virtual world 45 5.250 .343
Retail 6.318 .269
E-commerce 3.386 .289
Personal/adaptive 89 2,86 101.595 .000 535
Virtual world 4.243 .245
Retail 7.066 187
E-commerce 2.978 224
Personal/adaptive x experience 89 2,86 3.703 .027 .041
Low
Virtual world 44 3.600 .345
Retail 7.156 263
E-commerce 2.978 315
High
Virtual world 45 4.886 .349
Retail 6.977 .266
E-commerce 2.977 318
Time saving/convenience 89 2,86 20.197 .000 192
Virtual world 5.809 235
Retail 6.665 191
E-commerce 7.479 .163
Convenience x experience 89 2,86 1.458 236 .017
Switching costs 89 1.87, 3.179 .029 041
86%*

(Continued)
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TABLE 3
Continued
Means and SD Tests of within-subjects effects
Experience Variable n M SD df F 14 r]2
Virtual world 5.700 235
Retail 6.146 198
E-commerce 6.462 223
Switching costs x experience 89 1.87, 444 629 .005
86*
Avoiding salespeople 89 2,86 43.885 .000  .335
Virtual world 6.419 243
Retail 4.708 239
E-commerce 7.742 221
Avoiding sales x experience 89 2,86 .605 547 .007

*QGreenhouse—Geisser correction due to significant Mauchly’s test for sphericity.
Test of H,

H, was supported. H, proposed that consumer perceptions of the advantages of social experience
would be significantly higher in VWEP environments than for e-tail environments, and signifi-
cantly lower than for retail environments. The within-subjects effect was significant, F(2,
86) =76.021, p < .000, n* = .466. Social experiences in VWEP environments were rated signifi-
cantly higher than for e-tail environments (M= 1.265, p <.001), and significantly lower than
for retail environments (M= -2.156, p <.001).

Test of H,

H, was supported. H, proposed that consumer perceptions of the advantages of personal/adaptive
selling would be significantly higher for VWEP environments than for e-tail environments, and
significantly lower for retail environments. The within-subjects effect was significant, F(2,
86) = 101.595, p <.000, n* = .535. Social experiences in VWEP environments were rated signifi-
cantly higher than for e-tail environments (M= 1.265, p <.001), and significantly lower than
for retail environments (M= -2.823, p <.001).

TABLE 4
Study 2 Pairwise Comparisons for Atmospherics

Mean difference (M y) in

Familiarity Advantage atmosphere SE P

Low Virtual world Retail -2.978 .385 .000
Virtual world E-commerce 0.067 415 998
Retail E-commerce 3.044 .396 .000

High Virtual world Retail -1.500 .389 .001
Virtual world E-commerce 1.523 420 .001
Retail E-commerce 3.023 400 .000
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TABLE 5
Study 2 Pairwise Comparisons for Social

Mean difference (M) in

Familiarity Advantage social SE 4
Low Virtual world Retail -3.244 435 .000
Virtual world E-commerce 0.667 .365 .198
E-commerce Retail 3.911 .380 .000
High Virtual world Retail -1.068 440 .051
Virtual world E-commerce 1.864 .369 .000
Retail E-commerce 2.932 385 .000
Test of H,

H,, proposed that consumer perceptions of the advantages of time savings and convenience in
VWEP environments would be significantly higher than for retail environments and significantly
lower than for e-tail environments. The within-subjects effect was significant, F(2, 86) =20.197,
p <.000,7%* =.192. Convenience and time saving in VWEP environments were rated significantly
lower than for both retail environments (M ,.=-.856, p<.010) and e-tail environments
(M y=-1.670, p <.001). Thus, H, was only partially supported.

Test of Hy

H, proposed that consumer perceptions of the advantages of switching costs in VWEP environ-
ments would be significantly higher than for retail environments, and significantly lower for
e-tail environments. The within-subjects effect was significant, F(2, 86)=3.197, p<.029,
n*=.041. Switching costs in VWEP environments were not rated significantly higher than in
retail environments (M ;= -.446, p = .387), but were rated significantly lower than in e-tail envi-
ronments (M;,=~-.763, p <.001). Thus, Hs is only partially supported.

Test of Hy

H, was supported. H, proposed that consumer perceptions of the advantages of avoiding sales-
people and increasing the ease of browsing for VWEP environments will be significantly higher

TABLE 6
Study 2 Pairwise Comparisons for Personal/Adaptive

Mean difference (M ;)

Familiarity Advantage in personal/adaptive SE p

Low Virtual world Retail -3.556 .397 .000
Virtual world E-commerce .622 412 352
E-commerce Retail 4.178 430 .000

High Virtual world Retail -2.091 401 .000
Virtual world E-commerce 1.909 417 .000

Retail E-commerce 4.000 434 .000
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than for retail environments, and significantly lower than for e-tail environments. The within-
subjects effect was significant, F(2, 86) =43.885, p <.000, 772 =.335. Avoiding salespeople in
VWEP environments was rated significantly higher than in retail environments (M ;= 1.712,
p <.000), and significantly lower than in e-tail environments (M ;,=—1.323, p <.000).

Test of H,

H, proposed that consumer perceptions of the advantages in VWEP environments will differ
based upon level of prior experience, or familiarity. The within-subjects effects were significant
for the interactions of atmospherics x experience, F(2, 86)=4.458, p<.013, 172 =.049, social
experience x experience, F(2, 86)=7.544 p=.001, »*=.080, and personal adaptive x experi-
ence, F(2,86)=3.703, p<.027, 772 =.041. For the high-experience consumers, the advantages of
the atmospherics were significantly different across all of the respective channels, while for the
low-experience consumers there was no perceived advantage between the VWEP and e-tail
environments. For the high-experience consumers the advantages of social experience were
significantly different across all of the respective channels (p =.051 for the VEWP and retail
comparison), while for the low-experience consumers there was no perceived advantage between
the VWEP and e-tail environments. Finally, for the high-experience consumers, the advantages
of personal/adaptive were significantly different across all of the respective channels, while for
the low-experience consumers there was no perceived advantage between the VWEP and e-tail
environments. Thus, H, was only partially supported.

DISCUSSION
Summary and Discussion of Findings

This research contributes to the promotions and advertising, marketing, and information systems
(IS) literatures in several ways. First, this study introduced the concept of VWEP—a virtual-
world promotional experience capable of supporting the advantages of both retail and e-tail.
Qualitative and quantitative results revealed that the advantages of VWEP in comparison with
retail and e-tail differed in several instances based upon the experience level of participants. For
example, for high-experience participants, the advantages of store atmospherics, social experi-
ence, and personal/adaptive selling were significantly higher in VWEP environments than for
e-tail environments. These results suggest that experienced virtual-world users perceive that
these advantages, while still somewhat inferior to the retail shopping experience, are superior to
those provided by the e-tail shopping experience. The low-experience participants, although
ranking the advantages of store atmospherics, social experience, and personal/adaptive selling in
virtual worlds lower than those in retail environments, did not differentiate these advantages
between the virtual world and e-commerce shopping channels. This latter finding occurred
despite exposure to a video and text-based description of commerce in virtual worlds. This par-
ticular finding has important implications for conducting future research, as it appears that sce-
nario-based studies may not be sufficient for evaluating VWEP consumption when subjects have
limited prior experience with virtual worlds. Thus, researchers may need to either preselect
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subjects, or expose participants to virtual-world technology prior to their studies. Based on this
logic, an important question for future research endeavors is, how long must participants become
immersed in virtual worlds before their perceptions regarding the technology are altered?

Limitations

Before discussing the managerial implications and future research opportunities, certain limita-
tions must be noted. First, while the mixed qualitative/quantitative methodology was appropriate
for our exploratory investigation, we note that it lacked the control normally associated with a
purely experimental design. Future research should expand upon our initial efforts to understand
virtual-world consumer behavior by conducting carefully designed experimental research, within
virtual-world environments if at all possible. Second, our sample consisted of a mix of under-
graduate and graduate business students. These students represented an appropriate sample as
they are frequent consumers of products and services in retail and e-tail environments. In addi-
tion, the sample consists of both high- and low-experience VWEP consumers, and heavy users of
technology. Nonetheless, future research should reexamine our findings using virtual-world users
of varying demographics in order to increase external validity and generalizability of findings.
Finally, we acknowledge the limitations of our mixed-design ANOVA. Prior experience was
measured using a Likert-type 9-point scale and was dichotomized to facilitate its use as a between-
subjects variable. While splitting the sample in this manner may have resulted in a loss of infor-
mation, it was the best option available, given the research questions and associated study design.
Future research should employ designs that can address this limitation.

Managerial Implications and Future Research

Our results suggest that virtual-world designers should focus on the development of features
capable of providing an in-world promotional experience that provides the advantages of both
retail and e-tail. Enhancing these features will allow virtual world vendors to purvey products in
such a way that consumers will be drawn to this new medium as a method superior to other shop-
ping channels that provide only one set of advantages. Virtual-world marketers should also focus
on the provision of a mixed-experience environment. In addition, care should be taken to market
virtual worlds as something beyond what the Internet currently provides, in order to help inexpe-
rienced users recognize the advantages of VWEP over e-tail. Finally, those who sell and operate
virtual worlds should encourage the participation of new users so that they can gain valuable
experience with the technology that will allow them to more easily differentiate VWEP from
other shopping channels. Extant research shows that new users (called “newbies”) in virtual com-
munities form connections to the community while trying to gain knowledge, creating a reciproc-
ity and commitment cycle to the community (Wasko and Faraj 2005; Bagozzi and Dholakia
2006; Mathwick, Wiertz, and Ruyter 2008). Our findings build on the idea of social capital in
virtual worlds, since we find that as experience with VWEP increases, individuals more clearly
differentiate the advantages of the environment over other shopping channels. In-world contests,
real-world events, or other forms of encouraging social participation may be ways to actively
increase the use of virtual worlds.
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Future research can explore brand communities in virtual worlds, such as how participation
influences the likelihood of consumption in VWEP (Algesheimer, Dholakia, and Herrmann
2005) and how to gather information from them for personalization and customization of the
consumer VWEP experience (Arora et al. 2008). In addition, entrepreneurship in virtual worlds,
that is, the type of businesses that should participate in order to gain market share based on their
retail and e-tail presence, is another avenue for interesting research. Similar to how Wolfinbarger
and Gilly (2003) identify an e7ailQ scale to measure the quality of a website, future research can
determine success factors and metrics for VWEP sites. Finally, researchers can study the impact
of VWEP activity as it relates to both e-tail and retail, when firms participate in all three, much
as is done in studies of how e-tail impacts retail (Biyalogorsky and Naik 2003).

CONCLUSIONS

Gartner Research suggests that by the year 2011, 80 percent of Internet users (and Fortune 500
companies) will be actively engaged in some form of virtual-world technology (BusinessWire
2007); however, Gartner also suggests that 90 percent of virtual-world projects will fail within
the first 18 months (Gartner 2008). Such statistics support the notion that virtual worlds are
becoming increasingly widespread, yet very little is known about how to successfully utilize
these environments for business purposes. We believe that to truly understand this new environ-
ment that bridges the advantages of disparate shopping channels, and thus disparate theoretical
perspectives, research that combines inductive and deductive methodologies will be most effec-
tive as it allows researchers to better identify where and how data should be collected. Efforts
based upon reviews of the existing literature should be augmented with research that goes beyond
preconceived notions of how commerce should be conducted in virtual-world environments.

There is little question that virtual worlds are an important technological innovation that is
expected to grow in popularity. Practitioners and academics must pay close attention to this new
technology, as it is sure to play a critical role in many facets of organizational functioning in the
future. We hope that our research has raised awareness in at least one of these facets, virtual
world experiential promotion (VWEP).
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