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Abstract

The purpose of this study is to evaluate the outcome of brand equity on consumer responses by specifically
investigating the effects of the overall brand equity on consumer willingness to pay premium price. The paper also
empirically investigated the causal relationship among brand awareness, brand association, perceived quality, and
brand loyalty as antecedents of brand equity. Using the automobile product category in Malaysia as stimuli, cross-
sectional survey data were collected and analyzed using partial least square structural equation modeling technique.
Result showed that brand equity plays a significant role in firms by creating and developing additional value to
organizations and their products. A causal relationship among the antecedents of brand equity was also established.
Among the antecedents of brand equity, brand loyalty was found to be the dominant driver of overall brand equity.
Moreover, the effect of brand equity on consumers’ willingness to pay price premium was substantiated and found
to be positive. The limitation of the paper is that the study used a single high involving product category. Future
studies should use product categories with short consumption length and high purchase frequency. Findings of this
study provide more insight to managers on how to manage brand equity. Outcomes of brand equity can be used to
measure the performance of brand in the market. The study also provides additional clarification to the existing
literature on the need for managers to develop a post-brand equity marketing strategy in order to achieve sustainable
competitive advantage.

Keywords: Brands, Brand Equity, Consumer Responses, Consumer-Based Brand Equity.

1. Introduction

The practice of branding is as old as history itself when craftsmen and artists tried to distinguish their products from
those of others by way of marking or signing (Hakala et al., 2012). With the increasing need to differentiate
products, the brand has now become one of the most powerful marketing tools used by organisations. The most
widely used definition of a brand is the one proffered by the American marketing association. A brand adds
dimensions to products or service, differentiate it in some ways from other products or services produced to satisfy
the same needs (Hakala et al,. 2012). The overall value of a brand for the company and what the brand represents in
the customers’ mind is considered as brand equity (Keller, 1991).

There has been a vast array of literature and studies conducted regarding brand equity, but not as much empirical
studies paid attention to how consumer response is impacted by consumer based-brand equity (Buil et al., 2013).
Similarly, Leone et al., (2006) argue that contemporary marketing interest has been centered on brand equity and
customer equity without commensurate research attempts to reconcile the relationship between the two concepts.
Still in the same vein, many researchers have observed that in international marketing, the role that brand equity
plays has not been examined in detail (Pappu et al., 2006; Broyles et al., 2010). Brand equity is regarded as a key
indicator of how healthy or otherwise a brand is, and observing it constantly is considered to be a necessary step in
effective management of the brand (Aaker, 1991, 1992).
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Apart from measuring brand equity, the need for researchers, marketers and business practitioners to understand
how consumer responses and attitude is influenced by the different dimensions of brand equity has become very
vital (Hoeffler & Keller 2003). Invariably, the value of a brand is obtained in the market through the activities of
consumers. It is therefore an urgent and challenging task to study and better understand the consequences of the
consumers’ actions (Wang et al., 2008; Broyles et al., 2010). However, few empirical studies have been carried out
to ascertain these possible outcomes (Hoeffler & Keller 2003). Some previous studies have tried to assume that
brand equity may have positive effect on consumer response (Cobb-Walgren et al., 1995). In contrast, Erdem and
Swait (1998) examined that brand loyalty is a consequence rather than an antecedent of brand equity because
products value proposition and consumer tastes’ are closely related. Thus, lower information costs and perceived
risk is seen as part of factors that bring about consumer-based brand equity (Erdem & Swait, 1998).

Also, Yoo et al., (2000) suggested that more dynamic interactions between brand equity and consumer responses
need to be studied, pointing out that though brand equity is an outcome of marketing mix effort, it can still be
amplified at the same time as a product of customer value that emanates from previous brand equity. Consequently,
Buil et al., (2013) conducted a study to investigate the influence of brand equity on consumer responses using data
collected from Spain and the UK. Although the study found a positive influence, the study lacks generalizability
because of the differing peculiarities of European cultures and other non-European countries.

Davcik et al., (2015) argued that there is a need to distinguish conflicting focuses and to blend contemporary
approaches to the brand equity concept. Following an extensive research and in-depth review of literature and a
taxonomical classification of extant research, Davcik et al., (2015) suggested three areas for future research avenues
that will likely lead to a unifying theory of brand equity, namely: consumer and company value perspective (i.e.
stakeholder value), managing marketing assets and financial performance. Therefore, this study is carried out in line
with the consumer and company value perspective in order to contribute in filling the gaps identified by Davcik et
al., (2015).

Considerable number of the extant literature available in the field of brand equity is largely focusing on the USA.
Studies that have been carried out concurrently in different geographical settings mostly tried to observe American
and Asian markets. Moreover, the studies have reported some limitations on the samples used (Yoo and Donthu,
2001, 2002; Broyles et al., 2010). Accordingly, this study was conducted in Malaysia in order to better understand
and evaluate the effects of brand equity on consumer responses in other developing countries. To accomplish this,
the Proton and Perodua, two leading brands in the Malaysian automobile industry were used to examine the effects
of brand equity on consumer responses.

The paper begins by a general introduction followed by a review of relevant literature. A discussion of the research
framework, development of hypotheses, the research design, measurement of variables, sampling and sampling
techniques, data collection procedures, as well as the methods of data analysis will be discussed before presenting
the results, conclusion, implication as well as the limitations of the study.

2. Literature Review and Framework

The foundation of research on contemporary consumer-based brand equity was developed by Aaker (1991) and
Keller (1993). Scholars and researchers (e.g. Fetscherin, 2010; Myers, 2003) have established two major perspective
of brand equity to be the financial or company-based brand equity and the consumer-based brand equity. The
concept of brand equity has been defined severally by different scholars for many different reasons. Defining brand
equity from a logical approach, Aaker (1991) describes it as “a set of brand assets (brand awareness, perceived
quality, brand associations, brand loyalty) and liabilities linked to a brand, its name and symbol that add to or
subtract from the value provided by a product or service to a firm and/or to that firm’s customers”. Keller (1993) on
the other hand defines the concept of consumer-based brand equity as the complementary effect of brand knowledge
on consumer response to the marketing activities of the brand. Keller (1993) sees brand equity in terms of brand
awareness and the strength, favourability and unparalleled brand associations that consumers hold in memory.
Irrespective of how it is utilized or measured however, the value of a brand, and impliedly its equity, must at the
end, be derived in the marketplace from the actions and interactions of consumers (Hoeffler and Keller, 2003).+
Several other researchers (e.g. Cobb-Walgren et al., 1995; Sinha and Pappu, 1998; Yoo and Donthu, 2001, 2002;
Yoo et al., 2000) have conceptualized brand equity in similar fashion to Aaker (1991) and Keller (1993) by using
the term consumer-based brand equity to mean brand equity. Specifically, Yoo et al., (2000) defined brand equity as
the contrasting customer choice that occurs between the branded product and an unbranded product given the
equivalent level of product characteristics. Recent studies have however conceptualized brand equity as a relational
market-centered asset that is built over time through the interfaces between the brands and their customers (e.g.,
Davcik et al. 2015; Hooley et al., 2005; Srivastava et al., 2001). The incremental satisfaction or value added to a
product by its brand name has also been refered to as brand equity (Farquhar et al., 1991). Ultimately, brand equity
lies in the minds of consumers and what they have gone through, learned, and felt about the brand over time (Leone
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et al., 2006) Keller (2003) posited that brand equity can be thought of as the “added value” endowed to a product in
what the consumer thinks, says and how the consumer reacts. In their own adaptation of Aaker (1991) definition of
brand equity, Pappu et al., (2006) defined brand equity as “the value consumers associate with a brand, as reflected
in the antecedents of brand awareness, brand associations, perceived quality and brand loyalty”.

There are two facets of brand equity and its precursors, namely: functional and experiential (Keller, 2002; de
Chernatony and Riley, 1997). The functional aspect consists of the components of one’s perception of a brand’s
performance and quality, including perceived performance and perceived quality (Keller 2003). The experiential
facet comprise of a brand’s resonance and imagery (Holbrook and Hirschman, 1982; Keller, 2003). Four main
antecedents of brand equity: brand awareness, perceived quality, brand associations, and brand loyalty have been
widely acknowledged by different researchers (Aaker 1991, 1996; Yoo et al., 2000; Pappu et al., 2005; Buil et al.,
2013).

The outcomes of brand equity, which are the variables of primary interest and how they are affected will be
examined on five factors namely; willingness to pay price premium, brand preference, purchase intention, attitudes
towards brand extension, and information cost reduction. The study is conceptualized in line with Aaker (1991 p.
15) cognitive psychology approach where brand equity is seen as “a set of brand assets and liabilities linked to a
brand, its name and symbol that add to or subtract from the value provided by a product or service to a firm and/or to
that firm’s customers”. Four constructs; brand awareness, perceived quality, brand associations, and brand loyalty,
that have come to be seen as the building blocks of brand equity are also adopted for this study. These brand equity
antecedents have been widely examined and accepted by so many different researchers (e.g. Yoo et al., 2000; Pappu
et al., 2005; Kim and Hyun, 2011; Buil et al., 2013).

Figure 1
|% Perceived
Brand Quality
Awareness
Brand Brand Price
Brand Loyalty Equity Premium
Association

To investigate brand equity, Buil et al., (2013) observed a causative order of events among the antecedents of brand
equity. Keller and Lehmann (2003) postulated this chronological process known as the customer-based brand equity
hierarchy. First, brand awareness positively influence perceived quality and brand associations. Secondly, brand
association has a positive and significant effect on brand loyalty. Similarly, Cob-Walgren et al., (1995) observed
that brand with higher equity generated significantly greater preference and purchase intentions. Inversely,
Romaniuk and Nenycz-Thiel (2013) argued that there is a positive relationship between the current tendency to pass
brand association and previous behavioural loyalty. Brand awareness comprises connecting the brand to diverse
associations in memory (Keller, 2003). Thus, consumers brand association is a function of brand awareness (Aaker,
1991).

H;. Brand awareness has a positive impact on perceived quality.

H,: Brand awareness has a positive impact on brand associations

Aaker (1991) defines brand associations as “anything linked in memory to a brand” and brand image as “a set of
[brand] associations, usually in some meaningful way” (p. 109). Complex and connected to one another, brand
associations consists of multiple ideas, instances, happenings, and facts that establish a solid network of brand
knowledge. A more strong association occurs when there are several experiences and exposures instead of few
instances (Aaker 1991; Alba and Hutchinson 1987). Brand associations and brand equity are positively related
because they can be an indication of quality and promise and they help a buyer consider the brand at the point of
purchase resulting in a favourable behaviour for the brand (Yoo et al., 2000).

Hoeffler and Keller (2003) found that strong brands attract preferential evaluations of features and higher perceived
quality as well as generally high overall preference. Perceived quality is also another preceding construct of brand
loyalty (Keller and Lehmann, 2003). Thus we hypothesize that:

H3: Perceived quality has a positive impact on brand loyalty.

H4: Brand association has a positive impact on brand loyalty.

H5: Brand loyalty has a positive impact on overall brand equity.
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The amount a consumer is ready to pay for a particular brand of product in relation to a rival brand with similar
value proposition is a reflection of the consumer’s willingness to pay price premium (Persson, 2010). A review of
the literature shows that brand equity has a noble impact on consumers’ willingness to pay a price premium
(Netemeyer et al., 2004; Buil et al., 2013). Consumers are less sensitive to price hikes in brands with strong equity
and are ready to pay a higher price because of the perceived superior value in the brand that they believe is non-
existent in other alternative brands (Hoeffler and Keller, 2003; Keller and Lehmann, 2003). Therefore, it is
hypothesize that:

H6: Overall brand equity has a positive impact on consumers’ willingness to pay price premiums.

3.Research Methodology

Essentially, therefore, this study tests hypotheses by investigating the causal relationship among the identified
variables in order to explain the variance in the dependent variable and its possible outcomes. In explaining nature of
certain relationships, hypothesis testing is usually used (Cavana et al., 2001). To accomplish this, the Proton and
Perodua, two leading brands in the Malaysian automobile industry were used to examine the effects of brand equity
on consumer responses. Automobile was chosen because it is a high involving durable good that consumers
normally try to make informed decision about a brand based on prior knowledge and information sought. According
to the Malaysian Automobile Association, Proton and Perodua have a combined market share of 50%. Respondents
that have known and experienced products well are likely to provide reliable and valid responses to the
questionnaire (Yoo et al., 2000). Hence, the two leading brands were chosen. The questionnaire was divided into
two, one for each brand. Respondents were randomly given questionnaire to respond on either of the brand. This is
in line with previous procedures used by researchers (e.g. Pappu et al., 2005).

3.1 Sample and Procedure

Data for this study were collected through a self-administered survey using questionnaires distributed among post
graduate students at the Universiti Utara Malaysia (UUM). A total of at least 400 questionnaires were distributed by
the researcher. This study adapts the survey procedures employed by Pappu et al., (2005) and Buil et al., (2013).
Postgraduate students were selected because the stimuli or product category used to examine the impact of brand
equity on consumer response is the automaobile. Postgraduate students are also familiar with the brands, hence the
study’s decision to use them as sample. This study adopts a non-probability sampling method in selecting the sample
size of 384 from the total population. In addition, the convenience non-probability sampling procedure was used in
collecting data in three postgraduate schools of UUM.

The data collected were appropriately analysed to ascertain whether or not the hypotheses formulated have been
supported. It is also to determine whether the objectives of the study have been substantiated. Partial Least Square -
Structural Equation Modelling (PLS-SEM) was used to analyse the data because of its predictive technique
(Sanchez-Franco, 2006).

3.2 Measurement

Well entrenched scales were used to measure the variables included in the model. The study used a seven point
interval scale where 1 is strongly agree and 7 is strongly disagree as it is one of the recommended widely used scales
(Zikmund et al., 2013 p. 316).

Brand awareness was measured using five items that assess recall, recognition and familiarity with the brand (Yoo et
al., 2000; Buil et al., 2013). For perceived quality, four items to measure the construct were adopted from previous
works (Pappu et al. 2005; Buil et al., 2013). In measuring brand equity antecedents, some latent construct such as
brand image, can be drawn-out to clarify the underlying construct in detail (Yoo and Donthu, 2001). Therefore, three
types of associations extensively used in past literature were incorporated: organisational association, brand
personality and perceived value, (Aaker, 1996; Pappu et al., 2005; Buil et al., 2013). Lastly, the scale used by Yoo et
al. (2000) was used to operationalize brand loyalty.
Similarly, overall brand equity measurement was also adopted from the works of Yoo et al., (2000). Finally, to
measure the willingness to pay price premium, three items were adopted from previous studies by Netemeyer et al.,
(2004) and Buil et al., (2013).

4. Analysis and Results

The assessment of the research model was carried out in two stages, i.e. the structural model and the measurement
model as per Hair et al., (2013). A total of 400 questionnaires were distributed but only 243 were returned
representing 60.75% response rate. All the items in the questionnaire were labeled with a code as follows; brand
awareness items were labeled AW1-AWS5, perceived quality PQ1-PQ4, brand association ASS1-ASS9, brand
loyalty LO1-LO3, overall brand equity OBE1-OBE, and price premium PPR1-PP

4.1 Measurement Model

Discriminate and convergent validity, composite reliability, and average variance extracted (AVE) were used to
assess the measurement model. An AVE with a value of at least 0.50 indicates that, on average, the construct
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explains more than half of the variance of its indicators. Table I indicates that all the constructs of the measurement
model are above the minimum 0.50 value required to explain the variance. All the items had a Cronbach’s alpha of
more than 0.70. Furthermore, the composite reliability results which show the different outer loadings of the
indicator constructs had satisfactory values of 0.90 and above (Hair et al., 2013).

The Fornell-Larcker criterion was used to assess discriminant validity in this study. The criterion suggests a

Table 1:Convergent validity

Composite Cronbach’
AVE Reliability R Square s Alpha  Redundancy

Brand Awareness 0.666 0.909 0 0.875 0
Brand Ass 0.661 0.946 0.401 0.935 0.263
Brand Loyalty 0.857 0.947 0.534 0.917 0.371
Overall Brand equity 0.838 0.954 0.631 0.935 0.528
Perceived quality 0.840 0.954 0.300 0.936 0.252
Price premium 0.782 0.914 0.527 0.855 0.412

comparison between the square roots of the AVE values with the latent variable correlation. Precisely, the square
root of each construct's AVE should be larger than its highest correlation with any other construct. Moreover, the
discriminant validity was also assessed by the value of latent variable indicator loadings and cross-loading, where
the loading for a particular indicator must be higher in its own construct than its shared loading with other
constructs. Table 11 indicates that 0.795 is the highest correlation value between overall brand equity and brand
loyalty. On the other hand, the values of square root of average variance extracted for all the constructs (the bold
diagonal) are all above the correlation among other constructs (the off- diagonal). The lowest value of the square
root of AVE is 0.813 for brand association, which is above the value of correlations of any constructs in the model.
Table2: Discriminant validity

Brand Brand Brand Overall brandPerceived Price
Awareness  association loyalty equity quality premium
Brand awareness 0.816
Brand association 0.633 0.813
Brand loyalty 0.461 0.705 0.926
Overall Brand equity 0.471 0.696 0.795 0.915
Perceived quality 0.548 0.795 0.677 0.671 0.916
Price premium 0.358 0.536 0.744 0.726 0.546 0.884

4.2 Structural Model

The structural model on the other hand was assessed using coefficient of determination (R2) and hypotheses were
tested to determine path relationship using bootstrapping procedure as suggested by Hair et al., (2013). In order to
obtain the statistical t-values and the standard error, the PLS bootstrapping resampling was conducted as
recommended (Hair et al 2013). Prior to that, PLS standard algorithm was also calculated during measurement
model assessment, thus the path coefficients and the directionality of the relationships was obtained. The p-value
was calculated at 95 per cent confidence level, as it is acceptable in social science research (Zikmund et al., 2013).
Table 3: Result of hypotheses testing

Standard
Hypotheses Beta Error T-stat P-Value Decision
Brand awareness -> Brand
H1 Association 0.633 0.071 8.961 0.00 Supported
H2 Brand awareness -> Perceived quality 0.548 0.076 7.257  0.00 Supported
H3 Brand association -> Brand loyalty 0.453 0.135 3.362  0.00 Supported
Brand Loyalty -> Overall Brand
H4 equity 0.795 0.042 19.138 0.00 Supported
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Overall Brand equity -> Price
H5 premium 0.726 0.053 13.601 0.00 Supported

H6 Perceived quality -> Brand Loyalty 0.317 0.130 2439 0.01 Supported

5. Discussion and Implication

Result of this study showed that in the build up to brand equity, there is a causal relationship among the antecedents.
This finding is in agreement with previous studies (Buil et al., 2013; Torres et al., 2015). Brand awareness positively
influence perceived quality and brand association, in the same way perceived quality and brand association
influence brand loyalty. This hierarchy of effects has also been established in the literature as an important activity
in understanding brand equity (Cobb-Walgren et al., 1995; Keller and Lehman 2003. When consumers gain
awareness of a particular brand, they then develop a positive or negative association of the brand which is tied to
their knowledge of the brands’ performance. This finding has been corroborated by similar study conducted in
Malaysia by Sasmita&Suki (2015). Although this finding is in agreement with a similar study conducted in Europe
where perceived quality positively influence brand equity (Buil et al., 2013), Torres et al., (2015) nevertheless
argued that, the influence of perceived quality on brand equity is mediated by brand loyalty. It further points out that
perception of quality is a necessary driver of overall brand equity among Malaysian consumers. Similarly, and
unsurprisingly, brand loyalty has a very strong positive influence on overall brand equity which is in conformity
with previous research (Yoo et al., 2000; Bravo et al., 2007).

This study also sought to provide empirical evidence on consumers’ willingness to pay price premium for brands
with favourable and strong equity. The result of the study indicates that consumers’ are willing to part with more
money to purchase a specific brand which is a very vital outcome of brand equity.

5.1 Implication of the Study

Building brand equity theory requires a cross-contextual framework that cuts across different types of brand as well
as different geographic locations (Davcik et al., 2015). The research implication of this study is that it contributes
towards a more holistic and inclusive brand equity theory building by using a model that incorporates four
antecedents of brand equity as well as an outcome of brand equity. Moreover, most of the brand equity theory
building studies conducted were in the developed countries of North America and Europe. This study comes from a
different geographical perspective which is a fundamental requirement for building a unified accepted theory of
brand equity.

From a managerial viewpoint, this study found out a causal relationship among brand equity antecedents which
mean that managers should strive to create strong brand awareness first as a precondition to building brand image
(brand association) and perceived quality. At this stage, marketing efforts that will entrench top of mind awareness
and stimulate brand recall and recognition should form part of the management’s priority. For a brand to be
successful, it must first be part of consideration set in consumers’ memory (Hakala et al., 2012). Perceived quality
and brand association breeds brand loyalty, which has been seen to have the most influence on brand equity. As per
the result of this study, and in Malaysian context, brand association plays a nobler role in building brand equity than
perceived quality. Therefore, managers should ensure consumers brand encounter convey favourable brand
attributes, benefits, and overall favourable brand attitude. Additionally, as pointed out earlier, because brand loyalty
is the dominant influencer of overall brand equity, marketing managers should direct their energy towards marketing
activities that will build brand loyalty.

Development of a multi-level research framework has been advocated in the literature (Davcik et al., 2015). This
study also integrates a post-brand equity model that investigates the outcomes of brand equity. The findings of this
study will help managers in designing a long term brand marketing strategy that will prevent switching tendencies
by developing a heterogeneous brand through extension. Moreover, managers can better manage price wars with a
brand with positive brand equity. Brand managers are constantly under intense pressure to justify to management
how brand portfolios are adding value to the firm. This study shows that positive brand equity leads to the
customers’ willingness to pay a premium price.

5.2 Conclusion, Limitations and Future Research Direction

This study like many other studies in the social sciences is not devoid of limitations that can provide an avenue for
future research. First, the study used only one product category which is the automobile, a high involving product
with a relatively low purchase frequency. Other products category that are less involving with relatively shorter
consumption length can be used in future studies. Secondly, the study was conducted in Malaysia only, which means
generalization of findings has to be done with caution, owing to the cultural peculiarities of the country. For
example, consumer perception of quality may rank higher in the build up to brand equity in some countries, contrary
to the findings of this study. There is also the need to study other possible outcomes of brand equity which have not
been within the scope of this study. Similarly, Chritodoulides et al., (2015) observed that some brand equity
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dimension may be inconsistent across countries. Lastly, the study was conducted from the perspective of the
consumer. Future studies can look at it from the company and financial perspective with a view to building unified
brand equity theory.
Brand equity can be a veritable tool for organizations to achieve sustainable competitive advantage. The four
antecedents of brand equity appear to have been firmly rooted in the literature as there has been a near consensus
among scholars and researchers alike. This has brought about a paradigm shift in research away from building brand
equity to managing brand equity by measuring its outcomes. This is occasioned by the need for marketers to better
understand how consumers respond to brand with strong and positive equities. As evident in this study, consumers’
willingness to pay price premium is positively hinged on brand equity. This study was conducted using a model
capable of achieving objectivity and parsimony required in a scientific research.
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