
African Journal of Marketing Management Vol. 1(4) pp. 109-121 July, 2009 
Available online http://www.academicjournals.org/ajmm 
©2009 Academic Journals 
 
 
 

Full Length Research Paper 
 

Determinants of brand equity - A blue print for building 
strong brand: A study of automobile segment in India 

 
Tanmay Chattopadhyay1, 2*, Shradha Shivani2 and Mahesh Krishnan3 

 
1Amara Raja Batteries Limited, India. 

2Birla Institute of Technology, Mesra, Jharkand, India. 
3Consumer Business, Goodyear India Limited, Delhi, India. 

 
Accepted 24 June, 2009 

 
This study explores the relationship between marketing mix elements as also elements not directly 
related to marketing mix and brand equity in situations where there are uncertainties of brand 
attributes. The authors explore multiple times automobile buyers in India. Direct marketing mix 
variables like price, distribution intensity, store image, advertising frequency, price promotion were 
considered, while indirect marketing mix variables like country of origin, peer recommendation and 
celebrity endorsements have also been considered here. Brand equity has been defined as quality 
perceived by the consumers for a brand. The authors extended the model proposed by Yoo and Donthu 
(2000) to include indirect marketing mix variables also. It was found that there are primary and 
secondary cues affecting brand equity. While primary cues individually affect the brand equity, 
secondary cues do so in conjunction with primary cues. But alone, secondary cues have no impact on 
brand equity per se. Brand equity is impacted by both direct and indirect factors which are under the 
purview of marketing mix for multiple time buyers also, though intuitively such consumers are expected 
to be less affected by such variables. Our finding is important especially for manufacturers in the Indian 
context, as in India, consumers are increasingly having disposable income and hence are altering not 
only their automobiles, but also their household consumer durable goods. We believe that this research 
would help manufacturers optimally position their products to gain maximum mileage to their bottom 
line. Effect of interaction of different marketing and non marketing mix parameters that impacts brand 
equity has been studied. To the best of our knowledge, such a study has not been conducted before. 
This is also one of the first studies to have been made for multiple time buyers of a product category. 
 
Key words:  Marketing mix elements, non marketing mix elements, brand equity, perceived quality, multiple 
time buyers, price premium, automobile consumers. 

 
 
INTRODUCTION 
 
Building strong brands has become a priority for marke-
ters because it yields a number of advantages. Strong 
brands help the firm establishes an identity in the market 
place (Aaker, 1996), reduce vulnerability to competitive 
actions, leading to larger margins, greater intermediary 
co-operation and support and brand extension opportu-
nities (Delgado and Ballester, 2005). In measuring the 
overall value of a brand, marketing researchers and prac-
titioners have begun to examine the concept of “brand 
equity” (Aaker, 1991; Baldinger, 1990; Keller, 1993) 
which as been referred to as the tremendous value that 
the brand name brings to the producers, retailers and 
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consumers of the brand.     
Brand equity is the incremental utility or value added to 

a product by its brand name, like a Coke, Levi’s, Kodak 
and Nike (Farquhar et al., 1991; Kamakura and Russel, 
1993; Park and Srinivasan, 1994). Accordingly, research 
has suggested that brand equity can be estimated by 
subtracting the utility of physical attributes of products 
from total utility of a brand. As a substantial asset to the 
company, brand equity increases the cash flow to the busi-
ness (Simon and Sullivan, 1993) and also helps in improv-
ing the brand earning by commanding a price premium 
over its competitive brands (Srinivasan et al., 2005). 
 
 
Importance of the study 
 

The equity of a brand is the  result  of  consumer  percep- 
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Figure 1. Conceptual framework of brand equity. 

 
 
 

tion of the brand which is influenced by several factors. It 
is indeed difficult to understand brand equity without 
carefully examining its sources, that is, the contributing 
factors to the overall perception of brand equity in the 
consumers’ mind. Most of the brand equity researches fo-
cus on the direct marketing mix variables like advertising, 
distribution, price and product quality as the contributing 
factors (Yoo et al., 2000). However, not much study has 
been done on the indirect marketing mix variables, or a 
combination of factors, or the interaction between them. 
In the process of buying, consumers would be influenced 
not only about the direct marketing mix factors but also 
by the indirect marketing mix factors like peer recom-
mendation, country of origin of the brand, celebrity en-
dorsement etc. This would especially be important in a 
category in which buyers are fairly involved in the pur-
chase. Many consumers have a perception of “made in 
…” labels and immediately draw conclusions as the pro-
duct being ‘inferior’ or ‘superior’ to another, depending on 
the country of origin and his/her perception of that coun-
try. Similarly, for a category like an automobile, it is natu-
ral for people to take the opinion of their friends, relatives, 
colleagues or neighbors regarding the brand before going 
for the final purchase. Also, another limitation that has 
been noted in earlier studies is that while they try explain-
ing the effect on brand equity, each of the direct market-
ing mix variables are treated independent of each other 
(Yoo et al., 2000; Yasin et al., 2007). The interaction of 
different marketing mix variables on brand equity there-
fore demands further study. There is a distinct gap in  the 
studies of brand equity in finding the result of the interac-
tions of 2 or more variables on the final outcome.  

In view of the above gap in literature reviewed, this stu-
dy investigates the interaction effect between direct and 
indirect marketing mix elements in the creation of brand 
equity. Indirect marketing mix variables have been defin-
ed as those factors, which do not constitute a part of the 
marketing mix variables directly but are important enough 
to influence consumers while they take their purchase de-

cisions. We explore how these actions increase or decre-
ase brand equity. We also tried finding out how these pa-
rameters are interacting and having an effect on the final 
brand equity as perceived by the consumers. The cate-
gories we have chosen for our research are multiple time 
automobile (specifically passenger car) buyers in India.  
 
 
Conceptual framework 
 

Figure 1 exhibits our conception of brand equity, which is 
infact an extension of the model proposed by Yoo et al. 
(2000). This model proposed by Yoo et al. (2000) was an 
extension of the one proposed by Aaker (1991). Aaker 
proposed that: 
 

i) Brand equity creates value both for consumer and firm. 
ii) Value for consumer enhances value for firm. 
iii) Brand equity consists of multiple dimensions. 
 

Yoo et al. (2000) placed a separate construct called 
brand equity, between the dimensions of brand equity 
and value for the customer and the firm. The brand equity 
construct shows how individual dimensions are related to 
brand equity. Marketing activities were assumed to have 
significant effect on the dimensions of brand equity and 
hence, marketing activities were added as antecedents of 
brand equity in the model. We extended the model add-
ing consumer perception developed by indirect marketing 
activities as another antecedent of brand equity. Investi-
gating the antecedents –dimensions – brand equity link-
age, both singly and also the interactive effects is the ob- 
jective of the research.   
 
 
Literature review 
 
Brand equity and its dimensions 
 
According to Aaker (1991), brand equity is a multidimen-
sional concept. It consists of brand loyalty, brand aware-
ness,  perceived  quality,  brand  associations  and   other 



 
 
 
 
proprietary brand assets. Other researchers also propose 
similar dimensions. While some researchers propose 
brand loyalty and brand associations, Keller (1993) sug-
gested brand knowledge, comprising brand awareness 
and brand image. 

Perceived quality has been defined as consumer’s sub-
jective judgment about a product’s overall excellence or 
superiority. Brand loyalty, is a deeply held commitment to 
rebuy a preferred product or service consistently in the 
future. It was found that loyal customers show more favo-
rable response to a brand than non loyal customers. 
Brand association has been defined as anything linked in 
the memory of the consumers to a brand, while brand 
awareness has been defined as accessibility of the brand 
in the customer’s memory (Chattopadhyay et al., 2008). 

Brand awareness along with strong brand association 
forms a strong brand image. Brand associations are com-
plicated and connected to one another and consist of 
multiple ideas, episodes, instances and facts that esta-
blish a solid network of brand knowledge. The associa-
tions are stronger when they are based on many expe-
riences or exposures to communications, rather than a 
few (Aaker, 1991). Brand associations, which result in 
high brand awareness, are positively related to brand 
equity as they can be a signal of quality and commitment 
and help buyer consider the brand at the point of pur-
chase, leading to favorable behavior towards the brand. 
 
 
Theoretical framework 
 
The purpose of the study is to investigate the relation be-
tween direct and indirect marketing mix elements and 
brand equity. On the basis of literature, we hypothesize 
directional relationships amongst marketing efforts, the 
dimensions of brand equity and brand equity. 
Information - processing theories posits that consumers 
use product and psychological cues to form beliefs and to 
evaluate of products. Generally, country of origin of the 
brand, peer recommendation and whether the brand is 
used by people who are considered affluent by the pro-
spective buyers etc. are considered as an extrinsic pro-
duct cue (Cordell, 1992; Thorelli et al., 1989; Yasin et al., 
2007). Consumers are known to develop stereotypical 
beliefs about products from particular countries and have 
opinions about the attributes of those products. Thus, the 
country of origin image has the power to arouse impor-
ters’ and consumers’ belief about the product attributes 
and to influence the evaluation of products and brands 
(Srikatanyoo and Gnoth, 2002). The country of origin de- 
notes the home country for a company or the country the 
consumers perceive the brand to have been originated 
from (Nagashima, 1970). Since consumers’ perception of 
a particular country of origin influence their evaluation of 
products from that country, this would influence their pre-
ference, purchase intention and choice of a particular 
brand.  

Peer recommendation is another  important  feature  for  
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consumers choosing a brand. Frequently consumers are 
seen to be taking opinions of other brand users, to know 
about the brand features and hence develop their quality 
perceptions, before making a final choice of the brand.  

Hence all these factors, though indirectly impacting 
marketing mix, have implications on driving brand equity. 
This is in addition to the direct marketing mix elements 
like pricing, promotion, advertisement and distribution. 
 
 

Approach 
 
In line with the work by Desarbo and Manrai (1992), Ed-
monson (2003), Kirmani et al. (1999) and Park (1991), 
we distinguish between 3 brand types for automobiles: 
prestige brands, volume brands and price or economy 
and apply the classification to the Indian market scenario. 
Accordingly we define prestige brands as brands which 
are priced greater than Rs. 9 lakhs (20000 U.S.D.); vo-
lume brands are brands that are priced between Rs. 5 
lakh – 9 lakh (11000 U.S.D. – 20000 U.S.D.) while eco-
nomy brands are those that are priced less equal to than 
Rs. 5 lakhs (11000 U.S.D.).  All the prices being consi-
dered are ex showroom, New Delhi as of March, 2008. 
Prestige brands have a high status symbol because of 
higher pricing. These brands usually have a relatively 
small market share and are purchased to communicate 
wealth, status and exclusivity (Bagwell and Bernheim, 
1996; Park et al., 1991). Volume brands are usually pric-
ed near the market average and have relatively high mar-
ket shares. They are purchased for reasons such as va-
lue-for-money. Finally, economy brands, are sold in the 
low-end segment of the market. These segment cars 
start from Rs. 2.5 lakhs (5500 U.S.D.) and go up to Rs. 5 
lakhs (11000 U.S.D.) 
 
 
Research hypothesis 
 
Marketing mix elements and brand equity 
 
We investigate consumers’ perceptions on 5 selected 
strategic direct marketing elements : price, distribution in-
tensity, advertising spends, frequency of price promo-
tions, and store image and 3 indirect marketing mix ele-
ments, viz., peer recommendation, usage by affluent peo-
ple and country of origin. The selected factors do not em- 
brace all types of marketing efforts, but are representa-
tive enough to demonstrate the relationship between 
marketing and non marketing efforts and the formation of 
brand equity. 
 
 

Price 
 

H1.   The perceived quality of a brand is related 
positively to the extent to which the price of the 
brand is perceived to be high          
 

Price premia being a proxy for elasticity of demand, this 
in turn, is a  measure  of  brand  perceived  quality.  Price 
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premium reflects the brand’s ability to command a price 
higher than its competitors. The price premium construct 
is consequently important for all types of brands, despite 
actual price position within a category (Chattopadhyay et 
al., 2008). Brand loyal consumers are willing to pay the 
full price for their favorite brand as they perceive their 
brand to be of a superior quality than non loyal consu-
mers. 

Prestige brands have a high status symbol because of 
higher pricing. These brands usually have a relatively 
small market share and are purchased to communicate 
wealth, status and exclusivity (Bagwell and Bernheim, 
1996; Park et al., 1991). Volume brands are usually pric-
ed near the market average and have relatively high mar-
ket shares. They are not purchased for their status or ex-
clusivity, but for reasons such as value-for-money. Final-
ly, economy brands are sold in the low-end segment of 
the market. Price being the major reason for the pur-
chase of such brands, they are more affordable and 
hence the highest share amongst different types of auto-
mobiles in India. 
 
 
Distribution intensity 
 
H2: Perceived quality of a brand is related positively 
to the extent to which the brand is available in stores 
 
Distribution is defined to be intensive when products are 
available in a large number of stores in the market. It has 
been argued that certain types of distribution fit certain ty-
pes of products. Consumers, however, are expected to 
be more satisfied, when a product is available in greater 
number of stores. Intensive distribution reduces the time 
consumers must spend searching the stores and trave-
ling to and from the stores, provides convenience in pur-
chase and makes it easier to avail services of the pro-
ducts bought. The increased value results mostly from 
the reduction of sacrifices the consumers must make to 
acquire the product (Yoo et al., 2000). Accordingly posi-
tive perceived quality should develop along with the con-
sumer’s satisfaction of the product, perceived quality lea-
ding to higher brand equity.  

This should be more prominent for products which are 
service intensive, like an automobile. 
 
 
Store image 
 
H3: Perceived quality of a brand is related positively 
to the extent to which the brand is distributed 
through the stores with a good image 
 
Resellers endeavor to maintain profitability in the face of 
consumer demand for better value through larger ranges, 
larger store formats and competitive pricing brands. Nor-
mally, a reseller deals with many manufacturers and 
these manufacturers also supply a reseller’s competitors. 
Within the network, the brand can be  regarded  as  a  re- 

 
 
 
 
source tie that links manufacturers and resellers together 
to serve the end customer. Manufacturers and resellers 
have therefore adopted a more collaborative approach 
through initiatives such as category management, effi-
cient consumer response (ECR) and trade marketing. 

For automobile industry and especially the new car 
market in India, more often than not, a reseller stocks dif-
ferent brand of one manufacturer only. The reseller thus 
becomes the brand ambassador to the consumer. Auto-
mobiles, being a service intensive category, the role of a 
reseller cannot be ignored. If the reseller service is prom-
pt, the perceived quality and brand equity of the brand 
would be enhanced. Hence, in our study of store image 
influencing brand equity, we shall consider promptness 
and effectiveness of reseller service as a measure of his 
store image. 
 
 
Advertising 
 
H4: Perceived quality of a brand is related positively 
to the extent to which advertisement is invested for 
the brand 
 
Overwhelmingly, advertising researchers have found that 
advertising is very successful in generating brand equity 
(Boulding et al., 1994; Chay and Tellis, 1991). It was 
found that there exists a positive correlation of brand 
equity to advertising spends (Simon and Sullivan, 1993) 
and advertising intensity and use experience both signal 
product quality in brand choice models (Ackerberg, 
2003). 

Advertising plays a pivotal role in increasing brand 
awareness as well as creating strong brand associations 
Yoo et al. (2000). Repetitive advertising schedules incre-
ase the probability that a brand will be included in the 
consideration set, which simplifies the consumer’s brand 
choice, making it a habit to choose the brand. A greater 
amount of advertising is thus related to brand awareness 
and positive brand association, which leads to greater 
brand equity. In addition, according to an extended hiera-
rchy of effects model, advertising is positively related to 
brand loyalty because it reinforces brand related associa-
tions and attitudes towards the brand (Shimp, 1997).  
 
 
Price promotions 
 
H5: Perceived quality of a brand is related negatively 
to the extent to which price promotion is used for the 
brand 
 
The characterization of equilibrium probability distribution 
over a range of prices has been defined as price promo-
tion. The same can be assumed to be implemented over 
a large number of periods where the demands over sub-
sequent periods are independent of each other (Lal and 
Villas – Boas, 1996). 

Past research, has studied the effect of such factors  as 



 
 
 
 
inventory carrying costs, usage rates, number of loyal 
consumers on the price promotional strategies used by 
competitive brands. Blattberg et al. (1985) have shown 
that retailers use price promotional strategies to reduce 
their inventory carrying costs. Works by Raju et al. (1990) 
show that if some consumers have lower inventory carry-
ing costs than retailers, the optimal strategy for retailer is 
to offer periodic price discounts.  

Studies were conducted that relied on heterogeneity in 
demand intensity across consumers to demonstrate that 
price promotion can be optimal (Jeuland and Narasim-
han, 1985). The authors show that price promotions are 
worth while when consumers with higher consumption 
rates also have higher holding costs. The prices are re-
duced to make the product more appealing to a segment 
of consumers who find it advantageous to stockpile for fu-
ture consumption. 

In the situation of a market having 2 premium brands and 
a private label, Kinberg et al. (1994) analyzed promotional 
strategies of premium brands. Although they do not model 
the competition of brands in an equilibrium framework, 
the authors argue that premium brands are better off with 
alternating promotions than promoting simultaneously.  

Studies on the effect of differences in the size of loyal 
segments on promotional strategies were conducted by 
Narasimhan (1988). Each firm, as per the model, has a 
captive loyal segment that never switches. The results in-
dicate that the brands with a bigger loyal segment offer 
price promotions less frequently and weaker brands use 
price promotions to a greater extent. However, there is no 
difference between either the maximum or the average 
depth of price promotions offered by the 2 brands. A case 
was also examined where the switchers were not diffe-
rent between the 2 competitive brands. Narasimhan con-
cludes that if switchers prefer the weaker brand, the 
stronger brand promotes less often and offers a larger 
maximum discount. However, when switchers prefer the 
stronger brand, the stronger brand promotes more often 
and offers a smaller discount.  

Brand loyalty has been shown to be an important factor 
in research on consumer response to price promotions 
(Guadagni and Little, 1983). If the general notion that 
marketing strategy guided by consumer behavior is valid, 
one would expect brand loyalty to be an important deter-
minant in price promotional strategies. Works showed 
that the degree of brand loyalty plays an important role in 
determining whether or not firms find it optimal to use 
price promotions and it is also a major factor in influen-
cing the size and the frequency of price discounts offered 
by competing brands within the same product category 
(Raju et al., 1990). The same work also proved that if all 
brands in a product market have high loyalty, none of 
them would find it useful to employ price promotion. Fur-
thermore, a brand’s likelihood of using price promotions 
varies with the number of competing brands in the pro-
duct market.  

There are 3 ways by which price promotions are offer-
ed to automobile buyers in  India,  one  by  way  of  direct  
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price discounts, wherein special price offs are offered to 
consumers, two by way of attractive exchange offers, 
wherein the consumer can exchange his old vehicle at 
rates far superior to what it would have fetched him in the 
open market. The third way of giving price discounts is by 
offering freebies to consumers like extended warranty 
offer, free accessories etc. However, in India, manufac-
turers are increasingly moving away from direct price offs 
and are switching to other modes of consumer promo-
tions, like exchange offers and offering freebies to consu-
mers. All these factors would be a part of the study. 
 
 

Quality perceived by the consumer 
 
H6: The level of brand equity is related positively to 
the extent to which brand quality is evident in the 
product 
 

Brand awareness along with strong association forms 
specific brand image. Brand association was defined as 
‘anything linked in the memory to a brand’ and brand 
image as ‘a set of brand associations, usually in some 
meaningful way’ (Aaker, 1991). Brand associations are 
complicated and are connected to one another and con-
sist of multiple ideas and episodes, instances and facts 
that establish a solid network of brand knowledge. The 
associations are stronger when they are based on many 
experiences or exposures to communications rather than 
a few. 

Brand associations, resulting in high brand awareness, 
are positively related to brand equity, because they can 
be a signal of quality and commitment and help a buyer 
consider a brand at the point of purchase, which, in turn, 
leads to a favorable behavior for the brand. 

Zeithemal (1988) defines perceived quality as ‘consu-
mer’s judgment about a product’s overall excellence or 
superiority.’ High perceived quality means through usage 
of the brand the consumer’s recognize the differentiation 
and superiority of the brand. Zeithemal identified per-
ceived quality as a component of brand value; thus high 
perceived quality would drive a consumer to choose a 
brand rather than its competing brand. Thus to the extent 
perceived quality of a brand is higher, so is brand equity. 

In our study, we have considered hi tech brand, brand 
came new to the Indian market, brand has unique featur-
es, offers good mileage and brand offers smooth driving 
experience and well known, (which can also be express-
ed as a popular brand) as cues towards brand image and 
associations as perceived by the consumers. 
 
 

Indirect marketing mix elements and brand equity 
 
A. Country of origin 
 
H7: Perceived quality and hence brand equity is 
dependent on the country of origin of the brand 
 
In the present study, we define country of origin as “the 
country  from  which  the  brand  had   originated   initially 
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from.” In today’s era of globalization, country of origin of 
the manufacturing brands is increasingly becoming more 
important rather than the actual country of manufacture. 
Thus, for example, though a Honda and Chevrolet brand 
may be manufactured in India, for Indian consumers Hon-
da brand connotes a Japanese country of origin, while 
Chevrolet consumers feel that they are using an Ameri-
can brand. 

The impact of country of origin on consumer percep-
tions or evaluations of products is called the country of 
origin effects (Samiee, 1994). Researchers have sug-
gested that country of origin effects may impact the equ-
ity of certain brands (Thakor and Katsanis, 1997). For Aa-
ker (1991) and Keller (1993) both suggested that that 
country of origin could affect a brand’s equity by genera-
ting secondary associations for the brand. Indeed, a for-
eign sounding name is known to affect a brand’s equity 
(Leclerc et al., 1994). 

Increasingly today, brands of one country are available 
to consumers of other country. In such cases, internatio-
nal marketers need to understand the sources of equity 
of their brands. However, brand equity remains a com-
plex phenomenon in the international context (Onkvisit 
and Shaw, 1989). Brand equity has been conceptualized 
as a multi dimensional construct (Aaker, 1991) and the 
impact of country of origin on some of its components 
(e.g. perceived quality) have been widely researched in 
the marketing literature (Chao, 1998). The effect of coun-
try of origin of a brand on the consumer based brand 
equity for Australian consumers were examined by Pap-
pu et al. (2006). However, by their own admission, the re-
searchers noted that this would vary from category to ca-
tegory. Under the context, this research aims to develop 
a better understanding of the effect of the country of ori-
gin on brand equity for multiple time car buyers in India. 
Such buyers are expected to be more educated on the 
cars while going through the purchase behavior. But does 
country of origin of the brand make any difference to 
them during their purchase behavior is one parameter 
that the study aims at addressing. 
 
 
B Peer recommendation 
 
H8: Perceived quality is positively influenced by 
positive peer recommendation 
 
Consumers voice more trust in product information crea-
ted by other consumers than in information generated by 
manufacturers. Another consumer's personal experience 
with a product seems important to several participants 
who view such feedback as more credible than that ob-
tained from other sources (Hyuk Jun Cheong, 2008). 
Work of Goldsmith and Horowitz (2006), prove that con-
sumers search other consumers' opinions to reduce their 
risks and obtain pre purchase information. Therefore, 
other consumers' information emerges as more important 
than advertising.  

 
 
 
 

In our study we consider friends, relatives, neighbors 
and colleagues as peers, that is, those people who can 
influence the sample more directly than other sources of 
influence like blogs. 
 
 
C Celebrity endorsement 
 
H9:  Celebrity endorsement has a positive effect on 
perceived quality of the product and hence on brand 
equity 
 

Leveraging the endorsement of products by celebrities, 
as a marketing practice, has a distinguished history. Jo-
siah Wedgwood, the famed 18th century potter, was a pio-
neer in the art of using celebrities to his endorsement. 
Once Queen Charlotte began using his products, Wedg-
wood capitalized his new status by referring to himself as 
‘potter to his majesty’ (Dukcevich, 2004). Centuries later, 
celebrity usage in brand management has become a fa-
miliar scenario. 

Research has found that celebrities are more effective 
than other types of endorsers, like the ‘professional ex-
pert’, ‘the company manager’ or ‘the typical consumer’ 
(Friedman and Friedman, 1979). Celebrities are people 
that exert significant influence in several facets of society, 
ranging from arts, music, movies and television, sports, 
culture, politics and even religion. They range from film 
and television stars to musicians, sports personalities, ro-
yals, politicians and even socialites who have no defined 
careers apart from looking beautiful and attending the 
right events.  

According to recent research statistics, the number of 
celebrity advertisements has doubled in the past ten 
years. One in 4 advertisement feature celebrities now as 
opposed to one in 8 in 1995. Although this statistic is re-
lated to consumer goods and services, there has also 
been an increase in the use of celebrities in the brand 
message communications among luxury brands 
Several studies suggest that when a brand becomes 
associated with a celebrity via the endorsement process, 
information regarding that celebrity's activities and ach-
ievements can transfer to the brand and have an effect 
on its image (Till and Shimp, 1998). It is plausible, there-
fore, that this effect can be leveraged by brand mana-
gers. The process may involve screening out less favor-
able information and/or selectively communicating appea-
ling information to the brand's target market. This can be 
thought of as “activating” the celebrity for the benefit of 
the brand. Evidence for the proposed effects of celebrity 
activation is provided by Farrell et al. (2000), who found 
that the professional success of a celebrity endorser, if 
publicized by the endorsed product's firm, improved con-
sumer brand-evaluations of the endorsed product (mea-
sured as excess returns for the endorsed brand). On the 
basis of Farrell et al. (2000) discussion, it was proven by 
Seno and Lucas (2007) that more a celebrity endorser is 
activated, the more the endorsed product's brand image 
will benefit from endorsement by the celebrity. 



 
 
 
 
METHOD 
 
On the basis of definitions in the literature, we identified factors that 
can be perceived by consumers to be impacted by marketing and 
non marketing mix elements and generated a pool of sample mea-
sures. All items were measured on a 5 point Likert scale, with an-
chors of 1 = strongly disagree and 5 = strongly agree. 
 
 
Marketing mix elements and brand equity 
 
We examine the perceived against the actual marketing mix ele-
ments for 2 reasons - first it was not feasible to control the actual 
marketing mix elements in the study. Second, perceived marketing 
efforts play a more direct role in consumer psychology than actual 
ones. Actual marketing actions cannot change consumer behavior 
unless consumers perceive them to exist. Objective or actual mar-
keting efforts has been conceptualized differently by consumers 
from perceived marketing efforts; actual efforts has been encoded 
by consumers to be “expensive” or “cheap” (Olson, 1977). Consu-
mers are not likely to remember actual marketing efforts like prices, 
even at the point of purchase (Dickson and Sawyer, 1990) nor are 
expected to know many of the marketing mix  elements that are 
done by different brands (advertising spends, number of dealers 
etc) .    

Perceived marketing efforts have a stronger meaning and hence 
explain consumer behavior more effectively than actual marketing 
efforts. Obviously, for factors like country of origin, peer recommen-
dation and celebrity endorsement, it is the consumer perception 
that matters. Especially now, when most of the manufacturers of the 
category in question (automobiles) have their manufacturing plant 
in India, country of origin is basically a perception issue. 
 
 
Category selection 
 
To test our hypothesis we had selected the Indian passenger car in-
dustry, more specifically samples were chosen who had bought at 
least a second passenger car in the last 6 months. The category 
and more specifically the sample type chosen was indeed a very in-
teresting one. 

The Indian automobile industry is on a high and is poised for fur-
ther rapid growths. The rapidly growing GDP in India and changed 
lifestyle in urban India are the main reasons for the growth of auto-
mobile industry in the country. The 8% cut in excise duty on small 
cars ( cars less than 4 meter long and having a petrol engine of < 
1200 cc or a diesel engine < 1500 cc) from the erstwhile 24 to 16% 
in April 2006 and then from 16 to 12% in April 2008  has also help-
ed the growth of the automobile sector. The draft automotive mis-
sion plan (AMP) 2016, brought out by the government is an evi-
dence of the growing realization that automotive industry has to 
play a vital role in the sustained growth of the economy. The draft 
AMP envisions contribution of auto sector in the country’s GDP 
growing from the current level to 10% and aims to make India a ma-
nufacturing and export hub for small cars, MUVs, 2 wheelers and 
auto components by 2016. 

According to J. D. Power, only 37% of Indian car buyers are first 
time buyers, compared to 80% in China. As per the CEO of Hyun-
dai motors India Ltd. (Arvind Saxena) even this is a skewed figure 
because a large chunk of this 37% are from car owning house 
holds. The trend is in fact turning stronger as the market matures as 
just 10 years ago, 50% of the buyers in India were first time car 
buyers, as per Mr. M. Takedagawa, president and CEO of Honda 
Siel (Economic Times, 2007). 
 
 
Sample and procedure 
 
As already stated earlier, in line with the work by Desarbo and Man- 
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rai 1992; Edmonson (2003), Kirmani et al. (1999) and Park et al. 
(1991), we distinguish between 3 brand types for automobiles: pre-
stige brands, volume brands and price or economy and correlate it 
to the Indian market scenario. Accordingly we define prestige 
brands as brands which are priced greater than Rs. 9 lakhs , Vo-
lume brands are brands that are priced between Rs. 5 lakh – 9 lakh 
while economy brands are those that are priced less than or equal 
to Rs. 5 lakhs.  All the prices being considered are ex showroom, 
New Delhi as on March, 2008. This method of differentiation finds 
merit as the soceity of Indian automobile association (SIAM) classi-
fies passenger vehicle types along the same lines. The magazine 
“Auto car” publishes the prices of all automobile models. Its March, 
2008 is being used as reference in all our data generation.   

Prestige brands such as Mercedes and BMW confer a high sta-
tus symbol to the user. These brands usually have a relatively small 
market share. Volume brands are usually priced near the market 
average and have relatively high market shares. Finally, economy 
brands, are sold in the low-end segment of the market. A check on 
secondary data published by Global Insight on 7th September, 2007 
in their report “India: Forecast and analysis” shows that the sales 
mix (actual and expected) through the years 2004 till 2011 for pas-
senger cars in India is as shown in Table 1. All the data shown in 
Table 1 are in thousand (‘000) units. 

From this Figure, we see that in 2011, 2,063,000 number of new 
passenger cars are expected to be sold in India.  

That is 80% of cars sold in 2011 would be of economy range, 
14% volume range and ‘6% prestige range. Accordingly, we shall 
plan our sample wherein 80% of our sample size would be people 
whose first car was of an economy range, 14% volume range and 
‘6% of prestige range. 

As per the department of transport ministry, following states have 
the 10 largest populations of passenger car vehicles excluding taxi 
segment in India as on 2004. Being the last published report from 
the ministry of transport, we shall take this report into consideration. 
The said data is shown in Table 2. 

These states represent 78% of the total vehicle population in In-
dia in 2004 and are hence fairly robust in our bid to have good data. 

To find out the parameters that impact brand equity, we did an 
exploratory research on a sample of 22 consumers across India. 
They were skewed as 2 prestige brands, 3 volume brands and 15 
economy brands. Of the 22 respondents, 2 were industrialists, 3 
were in the senior management cadre in industry, 4 were in the 
middle management grade while 2 were in the junior management 
level, 2 people were academicians, 5 people were having their own 
business, while 4 people were consultants of various firms. 

Post stratification, a random sampling was done. The pretest me-
thod was used to assess the clarity of the questions and the relia-
bility of the measures of the variables with respect to the question-
naire. In November, 2007, a total of 50 pretest surveys were collec-
ted from a non-probability sample of Indian automobile owners 
across the 6 metros of the country. The 6 metros are Mumbai, Del-
hi, Chennai, Bangalore, Hyderabad and Kolkata. The questionnaire 
was sent by email to the respondents, who then returned the com-
pleted questionnaire to the researchers by email. The researchers 
asked the participants to indicate if they had any difficulties under-
standing and answering the questions. They were also asked to 
provide other related suggestions that could be used to improve the 
questionnaire. Based on the feedback from the pretest, adjustments 
to the questionnaire items were made. Cronbach’s alpha was also 
analyzed for all constructs and items found to be unreliable were 
dropped. In summary, the questionnaire was improved based on 
findings from the pretest in the following areas: dropping the unreli-
able items; modifying the wording of some items and adjusting the 
category of demographic questions in order to better reflect the tar-
get sample’s situations. 

The research employed shopping center intercept surveys to col-
lect consumer information. Shopping centers were selected based 
on a marketing investigation. The choice criterion was the shopping 
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Table 1. Actual and expected sales mix of passenger cars in India (2004 - 2011) All 
volumes in ‘000 units. 
 

Type of car Price band 2004 2005 2006 2007 2011 
Economy brand < 5 lakh 683 716 791 867 1653 
Volume brand 5 – 9 lakh 87 106 155 182 294 
Prestige brand > 9 lakh 34 33 42 57 116 

 

Source: Global Insight: India forecast and analysis, September, 2007. 
 
 
 

Table 2. Top 10 vehicle population 
states in India in 2004. 
 

Maharashtra 493142 
Tamil Nadu 154192 
Gujarat 276908 
Andhra Pradesh 263325 
Delhi 233212 
Karnataka 190362 
Rajasthan 64580 
West Bengal 78067 
Punjab  36383 
U.P. 34488 

 

Source: Ministry of transport, Govern-
ment of India, 2004. 

 
 
 
center had to have a footfall over 1000 and must have a parking 
space of 250 cars at any time. Respondents were selected from vi-
sitors in the shopping centre who were willing to complete a ques-
tionnaire while shopping in those centers. A total of 10 centers were 
chosen for our study and in each of the center 3 shopping malls 
were chosen for the survey. 

Because of the lack of up-to-date telephone directories, mail and 
telephone surveys are not a desirable method of data collection in 
India. Shopping center intercept surveys have been regarded as a 
valuable method for collecting data in China (Rosen, 1987; Yau et 
al., 1986), because of similar reasons. Hence we are extrapolating 
the same logic to the Indian market also. 

A research agency having branches across five cities in India, 
Pro-advert were contacted for administering the survey. Interviews 
in each of the centers were contacted by 2 people from the resea-
rch agency. Since the research was conducted in 10 centers of In-
dia, a total of 20 interviewers were used and each of them were ex-
tensively trained for 3 days for the purpose before the start of the 
formal survey.  

To randomize our samples in each shopping mall in every center, 
every third person who had parked his/her car between 3 to 9 pm. 
on Friday, Saturday and Sunday in the parking area was contacted 
for the interview. Since there were three shopping malls in each 
center, interview was carried out in a total of 30 spots. A total of 
1932 consumers were contacted across all the 10 centers. While 
contacting consumers no discrimination was kept towards gender or 
age. A total of 644 consumers agreed to be a respondent. An in-
centive (a small gift) was offered with each questionnaire, but parti-
cipation was entirely voluntary. At the beginning of the question-
naire, each respondents were explained the purpose and empha-
sized that “there were no right or wrong answers, your opinions 
matter” to minimize possible response bias. At the beginning of the 
study, the respondents were told that “the purpose of this study is to 
investigate how to  manage  brands  successfully.  To  ensure  valid  

and meaningful findings, we need your help.” There was only one 
questionnaire made with the respondents being asked the type of 
automobile they had last purchased. Basis their answer they were 
then categorized into economy, volume or prestige brand samples. 
A respondent could essentially complete only one questionnaire. 

To be eligible for participation in the study, consumers had to 
meet 3 criteria. First they should have bought more than one car, 
second their last car purchased should be within the last 6 months 
and third the last car purchased could not be a second hand car. It 
was also maintained that the respondents had to be stratified in line 
with the vehicle population, both in terms of numbers as well as in 
terms of numbers per strata (premium, volume and economy). 
While stratifying the respondents, the last vehicle purchased was 
considered. This reduced the number of sample size to 310, as per 
the following state wise and vehicle wise skew. Table 3 
 
 
RESULTS  
 
Throughout the total analysis process, the individual 
brands surveyed were ignored. The main goal of the stu-
dy was to identify the relationships amongst research 
constructs as perceived by the consumers. We conduct-
ed an analysis of the variables as mentioned in the 8 hy-
potheses across the brands. The factors obtained from 
the analysis should reveal reliable variables interaction 
with each other as also predict reliable variables indepen-
dent of each other. 
 
 
Findings 
 
A from exploratory research 
 

We had considered the following 15 factors as had come 
out from our exploratory research on 22 consumers’ pan 
India as factors that can affect perceived quality and 
hence brand equity: 
 

i) Dealer service 
ii) Easy availability (having many showrooms / many dea-
lers). 
iii) Well known / popular brand 
iv) Peer (friends / relatives / neighbors / colleagues) re-
commendation. 
v) Brand having a higher advertisement. 
vi) Brand having a higher price. 
vii) Brand having an international origin (outside India). 
viii) Brand connoting a hi tech status. 
ix) Brand having a celebrity endorsement. 
x) Brand which had newly launched a model in India 
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Table 3. No. of interviews targeted pan India. 
 

No. of interviews targeted 
Place 

Total Premium Volume Economy 
Maharashtra 84 5 13 66 
Tamil Nadu 27 2 4 21 
Andhra Pradesh 44 3 5 36 
Gujarat 46 3 6 37 
Delhi 41 2 7 32 
Karnataka 32 2 4 26 
Rajasthan 11 1 2 8 
West Bengal 13 1 2 10 
Punjab 6 0 1 5 
U.P. 6 0 1 5 
Total 310 19 45 246 

 
 
 
Table 4A. Eigenanalysis of the correlation matrix. 
 

302 cases used, 8 cases contain missing values 
Eigenvalue 2.1467 2.023 1.8358 1.132 1.0797 0.9282 0.852 0.8091 
Proportion 0.143 0.135 0.122 0.075 0.072 0.062 0.057 0.054 
Cumulative 0.143 0.278 0.4 0.476 0.548 0.61 0.666 0.72 
Eigenvalue 0.77 0.7507 0.6625 0.5891 0.5157 0.4697 0.4359  
Proportion 0.051 0.05 0.044 0.039 0.034 0.031 0.029  
Cumulative 0.772 0.822 0.866 0.905 0.94 0.971 1.0000  

 
 
 
xi) Brand having unique features (not available in other 
brands) at equivalent price points. 
xii) Brand was offering discounts and freebies / gifts. 
xiii) Brand was offering a good exchange offer. 
xiv) Brand offering good mileage. 
xv) Brand offering smooth driving experience. 
 
These factors were then measured on a 5 point Likert 
scale, with anchors of 1 = strongly disagree and 5 strong-
ly agree for the 302 samples pan India. The result from 
the questionnaire was then subjected to a principal com-
ponent analysis to find which of these variables are rela-
ted to one another. The method identifies combinations of 
factors that are correlated with each other, but the combi-
nations, called principle components, are not correlated 
with one another. The potential benefit of doing this is to 
reduce the number factors that must be considered.  

From the Table 4A above, we find that 5 interactions 
contribute to 55% of the cumulative value. Studying each 
of the interactions in details, give us the results as shown 
in the Table 4B. 

The numbers in each column under the PC headings 
are what can be considered the influence of each of the 
original variables in that PC. This is an interpretation of 
the meaning of the top 5 principle components: 
 
1) Principal Component 1: Better mileage / smooth driv-
ing experience  

2) Principal Component 2: Brand offering good discount / 
brand offering good exchange offer 
3) Principal component 3: Brand connoting hi tech image/ 
brand having international brand image 
4) Principal component 4: Brand having good peer re-
commendation 
5) Principal component 5: Brand having higher price. 
 

We also wanted to study if there is a relationship between 
the PC results and the types of car. We use ordinal logis-
tic regression for the purpose. The results of our findings 
are as shown in Table 5A and B. 

From Table 5B we see that 2 principle components are 
significant in this analysis: (PC1 Better mileage / smooth 
driving experience) and PC3 (Brand connoting hi tech 
status / brand having international brand image). 

This means that there is some difference in importance 
rating based on the respondent’s type of car. To study 
the same, we refer to Figure 2 and Table 6. This Figure 
and Table shows the priority scores given by the owners 
of the different types of vehicles.  
 
 
Summarization of findings 
 

As discussed earlier we had studied the factors affecting 
brand equity for multiple buyers of passenger cars in 
India. This is indeed a very interesting study. On one 
hand reports 
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Table 4B. Principal component analysis. 
 

Variable PC1 PC2 PC3 PC4 PC5 
Popular brand 0.225 -0.263 -0.001 -0.26 -0.157 
Dealer service 0.32 -0.204 -0.009 -0.25 -0.512 
Peer recommendation 0.17 -0.181 0.087 -0.645 0.325 
More advertisement 0.269 -0.287 -0.101 -0.103 0.068 
Higher Price 0.253 -0.141 0.284 -0.071 0.542 
Easily available 0.303 -0.266 0.031 -0.059 -0.226 
International      
Brand image -0.147 -0.24 -0.384 0.137 0.091 
High-Tech brand 0.273 -0.055 -0.485 0.049 -0.081 
Celebrity endorsement -0.305 -0.343 -0.14 -0.121 0.207 
Newly introduced -0.192 -0.335 -0.233 0.121 0.023 
Unique features 0.295 -0.048 -0.412 0.099 0.182 
Brand on sale -0.094 -0.493 0.205 0.224 0.073 
Exchange offer 0.148 -0.374 0.271 0.408 -0.181 
Mileage 0.354 -0.005 0.231 0.369 0.232 
Smooth      
Driving experience 0.347 0.085 -0.325 0.146 0.272 
Exchange offer  0.148 -0.374 0.271 0.408 -0.181 
Mileage  0.354 -0.005 0.231 0.369 0.232 
Smooth       
Driving experience 0.347 0.085 -0.325 0.146 0.272 

 
 
 

Table 5A. Ordinal logistic regres-
sion: Car Type versus principal 
components. 
 

Link Function: Logit 
Response Information 

Variable Value Count 
Car type 1 246 
Car type 2 40 
Car type 3 16 
Total  302 

 

* NOTE * 302 cases were used 
* NOTE * 8 cases contained missing 
values. 
Car type 1: Premium 
Car type 2:    Volume 
Car type 3: Economy 

 
 
 

Table 5B. Logistic regression table. 
 

Predictor Coef. SE Coef. Z P Odds Ratio 95 %Lower CI Upper 
Const(1) 1.77429 0.18513 9.58 0.00    
Const(2) 3.39893 0.302285 11.24 0.00    
PC1 0.317514 0.107229 2.96 0.003 1.37 1.110 1.70 
PC2 0.0114753 0.111517 0.10 0.918 1.01 0.810 1.26 
PC3 0.687515 0.128881 5.33 0.00 1.99 1.540 2.56 
PC4 -0.208031 0.152822 -1.36 0.173 0.81 0.600 1.10 
PC5 0.275077 0.150692 1.83 0.068 1.32 0.980 1.77 
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Table 6. Consumer characteristics against car types. 
 

Brand Well known/popular brand   
Dealer Dealer service 
Recommended Peer recommendation    
Advertised Brand having higher advertisement frequency 
Price Price of the brand 
Availability Easy availability 
International International brand 
High Tech Hi Tech Brand 
Celebrity Celebrity endorsement 
New brand Brand came new to the market 
Features Brand having unique features 
On sale Brand being on sale 
Exchange offer Brand having good exchange offer 
Mileage Brand having good mileage 
Smooth Brand offering smooth driving experience 
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Figure 2. Histogram of consumer characteristics against car types. 
Car Type 1: Premium 
Car Type 2:    Volume 
Car Type 3: Economy 

 
 
show that most of India’s automobile growth is driven by 
consumers who are multiple time car buyers.  

On the other hand multiple time car buyers are not ex-
pected to be influenced by factors which influence the 
first time buyers as they are expected to be better aware 
of the  features  of  the  category  in  question.  Our  study 

 
 
shows that there are factors which impacted brand equity 
for multiple time car buyers across car categories. Fac-
tors like better mileage, smooth driving experience, brand 
connoting hi tech status and international image are be-
coming important across car categories. We term these 
factors as primary cues affecting brand  equity.  However, 
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several more factors that are being selectively important 
for different car categories. These factors are brand offer-
ing good discount, good peer recommendation and brand 
having higher price, though they are not important for all 
types of car consumers. We term these factors as secon-
dary cues affecting brand equity. 
 
 
DISCUSSIONS 
 
In all a total of 9 hypotheses were made at the beginning 
of the study. We have seen that not all hypotheses that 
we had made were validated. There exists a group of fac-
tors that are the primary factors affecting brand equity, 
while another group of factors are the secondary factors 
affecting brand equity. While primary factors affect brand 
equity across type of cars, secondary ones do so in only 
in some category of cars. Our study clearly proves that 
both direct and indirect marketing mix variables have a 
direct bearing on the perceived quality and hence on 
brand equity of a product. 
 
 
The level of brand equity is related positively to the 
extent to which brand quality is evident in the 
product (H6) 
 
Brand quality was measured in our study by 3 factors - hi 
tech image of the brand, better mileage and smooth driv-
ing experience. Both the factors are coming out very stro-
ngly as factors affecting brand equity for multiple time car 
buyers across car categories. 
 
 
Perceived quality and hence brand equity is 
dependent on the country of origin of the brand (H7) 
 
Country of origin has indeed turned up to be one of the 
most important factors affecting brand equity. In today’s 
era of globalization, country of origin of the manufacturing 
brands is increasingly becoming more important rather 
than the actual country of manufacture. Thus though 
brands like Honda and Chevrolet might be manufactured 
in India, yet they would be treated as foreign brands as 
their country of origin is foreign to India. 
 
 
Price promotion and brand equity (H5) 
 
Perhaps the most significant result of our study is the 
conclusion that consumers perceive the quality of the 
brand which has a good exchange and offering discounts 
to be higher and hence rate its brand equity to be also 
high. Exchange offer is a phenomenon, wherein the 
brand manufacturer gives a substantial discount to the 
consumer if he drives out with a new vehicle by exchang-
ing his old one. This result is in complete contradiction to 
the earlier works (Lal and Villas - Boas, 1996; Blattberg et 
al., 1985). However, we think that it is not much an inex-
pected result. On an average, in India  consumer’s  retain 

 
 
 
 
a vehicle for 6 years (Motor India, 2008), before going for 
a new vehicle. If at the point of exchange, the price reali-
zation of the consumer is higher, he would tend to per-
ceive that the brand is of a superior quality. This would al-
so mean lesser investment for him for the next vehicle. 
As expected, this is most significant for economy class 
car buyers. 
 
 
Peer recommendation and brand equity (H8) 
 

From our study we see that, consumers voice more trust 
in product information created by other consumers than 
in information generated by manufacturers. Another con-
sumer's personal experience with a product seems im-
portant to several participants who view such feedback 
as more credible than that obtained from other sources 
(Hyuk Jun Cheong, 2008). Peer recommendation is ex-
tremely important for premium segment car buyers. 
These cars, being in the highest price bracket, buyers of 
this car want to be doubly sure of its quality and other as-
pects through word of month of other users. 
 
 
Price and brand equity (H2) 
 

Price premium being a proxy for elasticity of demand, this 
in turn, is a measure of brand perceived quality. Price 
premium reflects the brand’s ability to command a price 
higher than its competitors. We hence hypothesized that 
price premium construct is important for all types of 
brands, despite actual price position within a category. 
Our study however showed that relationship of price pre-
mium to brand equity is more important for economy cars 
than for other types. 
 
 
Limitations and future research 
 

Our study is limited by several factors that can be add-
ressed in future research. First, our sample is limited geo-
graphically. Our hypothesis should be tested further in 
other countries to get a universal data.  

Again, some of the data we collected were after repur-
chase had been made. So the respondents might be 
biased towards the actual decision. Ideally, all the data 
gathered should have been on consumer’s perception 
and hence should have been prospects. However, as we 
interviewed consumers shortly after their repurchase this 
bias should not be too problematic (Punj and Brookes, 
2002). Third, we have collected cross sectional data. Fu-
ture research could collect longitudinal perceptual data 
and longitudinal switching data. 

Again, we use perceptual, not actual, measures of mar-
keting mix variables. It would be meaningful from a ma-
nagerial perspective to use hard marketing data from se-
condary sources, such as published survey reports. Per-
ceived pricing efforts may create illusive reflections on 
brand equity, distinct from the actual pricing efforts. Again 
perceived advertising data might be different from what  a  



 
 
 
 
brand is actually spending. Hence, we call on future re-
search to examine the effects of actual marketing mix 
elements on brand equity.  
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