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Structured Abstract:

PURPOSE

The author presents a model of the brand value drivers, measured by brand equity. The goal of this research is to
identify the drivers, and determine how they influence brand equity performance in the researched industry, in order
to develop a more effective brand strategy.

DESIGN/METHODOLOGY

The author studied an aggregate dataset for 739 food brands. Six predictors have been controlled for (i.e. marketing
investments, price, revenue, perceived quality [organic and functional] and brand ownership), while the impact of
the brand equity drivers on brand value has been estimated. The model has been formulated and estimated using a
robust OLS procedure. Several data sources have been used in this study, such as market-based data from
ACNielsen, as well as information and variable constructs using data from the Bureau Van Dijk Electronic
Publishing AIDA financial statements database.

FINDINGS

Results suggest that marketing investment, price, revenue, brand ownership and perceived quality are highly
associated with brand equity, and consequently with a higher brand value in the food industry.

RESEARCH LIMITATIONS/IMPLICATIONS

This study has only studied one industry (food), one industry segment (enriched-food) and one country (Italy).
ORIGINALITY/VALUE

The majority of marketing studies apply a single research approach and measures. This is the first study of brand
equity that combines consumer, financial and marketing approaches. The model contributes to theory and practice in
terms of suggesting which business drivers create brand value and what type of brand strategy a firm can apply in
order to create brand value.
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AN EMPIRICAL INVESTIGATION OF BRAND EQUITY: DRIVERS AND
THEIR CONSEQUENCES

1. Introduction

Increasing interest in measures of marketing
performance has arisen due to the necessity for
marketers to justify the impact and expenditure of
marketing efforts (O’Sullivan & Abela 2007;
Mizik & Jacobson 2008). For instance, Mizik and
Jacobson (2008, p. 15) have suggested that “the
issue of quantifying the returns to marketing
activities in financial terms is one of the greatest
challenges facing marketing and brand managers
today”. This is the case because marketers have
shown a lack of accountability for marketing
performance to shareholder value, which
undermines marketers’ credibility (Rust et al
2004; Mizik & Jacobson 2008) and the overall
contribution of marketing activities to the firm’s
performance.

The marketing performance measurement
(MPM) approach represents the assessment of “the
relationship between marketing activities and
business performance” (Clark & Ambler 2001, p.
231; cf. O’Sullivan & Abela 2007). The underlying
research problem in this study is the (in)ability to
account for marketing activities and to assess
brand performance (cf. O’Sullivan & Abela 2007;
Rust et al. 2004; Hanssens et al. 2009). The
measurement of brand equity (BEQ) represents a
dominant research stream in the marketing
performance measurement approach (e.g. Ailawadi
et al. 2003; O’Sullivan & Abela 2007, etc.). Brand
equity is recognized as a key strategic business
asset of a company in contemporary marketing
theory and practice. Many researchers have offered
different viewpoints on variables and drivers that
influence and/or explain this construct. It has been
discussed to a great extent in management
literature and many definitions of and approaches
to the brand equity concept have appeared in the
last two decades (e.g. Farquhar 1989; Aaker 1991;
Sriram et al. 2007; Ambler 1997, 2008). There is
an overall agreement in the literature that the brand

equity approach has two major perspectives. The
first is a customer-based perspective that is
grounded in the market’s perception, behavioural
intention and attitudes of consumers (e.g. Aaker
1991; Keller 1993; Kamakura & Russell 1993;
Christodoulides & de Chernatony 2010; Sriram et
al. 2007; etc.). The second is the financial-based
brand equity approach, which represents the
financial outcome of a company’s actions and
marketing efforts in terms of enhancing the brand
value (e.g. Simon & Sullivan 1993; Ailawadi et al.
2003; Sriram et al. 2007; etc.).

Ambler (2008, p. 414) has stated that
measuring brand equity is the biggest obstacle in
the assessment of marketing performance, because
a quest “for a single performance indicator (the
silver metrics) is misguided”; and there is no
agreement within the academic community on a
general brand equity construct. In this academic
area exists a limited number of quantitative
research that examines brand equity constructs
which are based on solid empirical data (Atilgan et
al. 2005; cf. Hanssens et al. 2009), despite
numerous conceptual definitions and models of
brand equity. The gap in the literature has been
created because the researchers have applied only
single research approaches and measures, which
have prevented further conceptual and empirical
developments in the field. In order to investigate
this phenomenon in more detail, it is necessary to
research the drivers and sources of brand equity in
an industry-specific context, and to overcome the
current conceptual and empirical limitations.
Business drivers are processes, such as people,
market forces, knowledge, etc., that affect a
change or give impetus to a particular business
phenomenon.

This paper serves to propose and validate the
drivers that influence brand equity performance,
and elucidate the manner of their influence, in
order to help with the development of more
effective  business strategies. Variables are



described and computed for various food brands in
the Italian market. The study makes several
contributions to the existing body of marketing
knowledge. First, existing studies apply a single
research approach, such as consumer, financial,
organizational, etc. The present study combines the
consumer and financial approaches into one single
model. Second, the current body of marketing
knowledge is based on single measures, such as
panel data, self-reporting data, financial-report
data, etc. This study combines the national panel
dataset and official financial reports from firms.
Third, the present research approach is applicable
to Small & Medium Enterprises (SMEs), rather
than being suited only to multinational companies
that are globally recognized or listed on a stock
exchange. The research on brand equity metrics,
applying the financial approach, is dominantly
based on brand rankings, in which the value of the
brand exceeds $1 billion and/or where the
company is listed on a stock exchange (e.g. Simon
& Sullivan 1993; Chu & Keh 2006; etc.). To the
best of the researchers’ knowledge, this is the first
study of brand equity that combines (i) a consumer
approach, employing real consumption data, (ii) a
financial approach, employing real financial data
from firms’ financial reports, (iii) a marketing
approach, creating a brand-based dataset that is
aggregated from real life data, and (iv) an
innovation approach, used as a proxy for perceived
quality (e.g. Kamakura & Russell 1993; Aaker
1991; Yoo et al. 2000), studying the importance of
innovation in an applied branding context. As a
rare study of this kind, this article provides a solid
starting point for further research about the
interconnections among various drivers within the
brand equity concept.

In the following section, the research
framework relating to the proposed drivers and the
brand equity concept is presented. Subsequently,
we describe a research proposition and conceptual
model, and these will be tested by conducting
estimations using the brand equity model. The next
section describes the collected data and provides a
description of the data in this research. The results
of the study are then described and interpreted, and
conclusions are drawn with relation to implications

for practitioners, as well as some directions for
future research in the field.

2. Research framework
2.1. Brand equity as a conceptual disarray

Modern marketing theory and practice
recognize brand equity as being a key business
strategic asset of a company. Keller and Lehmann
(2006) have argued that a brand represents its
influence at three primary market levels —
customer, product and financial — and that the
value accrued by these markets can be called brand
equity. The brand equity concept has been
discussed to a great extent in marketing literature
and many researchers have offered different
approaches to the conceptualization and definition
of brand equity (e.g. Aaker 1991; Ambler 1997;
Farquhar 1989; Srinivasan et al. 2005; Sriram et al.
2007), as well as different viewpoints about the
factors that influence it. The lack of consensus and
generally accepted framework to support the brand
equity construct has been presented in numerous
measures and theoretical approaches, despite years
of debate and research, and the academic debate is
still intensive about the conceptual boundaries,
essence and measures of brand equity. For
instance, a consensus has not appeared on whether
brand equity refers to the value of a brand hame or
the value of a brand that is marked with a brand
name (Park et al. 2008). The same problem
appears with regards to the creation of an
appropriate theoretical and measurement approach,
due to numerous research studies that have defined
different, and sometimes even opposite,
approaches:  customer-based,  product-based,
financial-based, etc. (cf. Keller 1993; Ailawadi et
al. 2003; Yoo et al. 2000; Salinas & Ambler 2009).
There is, however, a high level of agreement in the
literature about two brand equity research streams.
The first uses a customer-oriented brand equity
paradigm (e.g. Aaker 1991; Keller 1993). This
research approach is based on the interaction
between consumers and brand, as well as the
consequences which yield that interrelationship.
The second research approach uses a financial-
oriented brand equity paradigm that is based on the



brand’s financial value (e.g. Simon & Sullivan
1993; Ailawadi et al. 2003; Chu & Keh 2006; etc.).

Brand equity should be formally measured but,
as mentioned above, searching for a single
financial performance measure, the silver metric
indicator, is a misleading approach (Ambler 2008;
cf. Kamakura & Russell 1993). In contemporary
marketing research practice, brands are commonly
assessed by customer-oriented measures such as
awareness, attitudes, behavioral intentions, etc.
(Rust et al. 2004; Mizik & Jacobson 2008). These
intermediate outcomes are inappropriate in many
managerial and research instances because they do
not convert customer value into financial value. As
pointed out by Mizik & Jacobson (2008, p. 15),
“mere assessment of brand attributes is
insufficient”, because customer-oriented attributes
must be linked to the financial value of the brand.
However, financial performance measures are
generally short-term oriented and do not include
intangible brand assets, measured by brand equity
(Rust et al. 2004; Ambler 2008); using only this
type of brand performance assessment may
jeopardize  long-term  business  performance
(Collins & Porras 2000). In other words, the brand
measurement  must  include  non-financial
measures, such as consumer loyalty, which reflects
consumer willingness to pay premium price
(Ambler 2008), market share, brand awareness,
purchase intentions, etc. (Keller 1993; Park &
Srinivasan 1994; Lehmann & Reibstein 2006; cf.
Veloutsou & McAlonan 2012).

This paper argues that brand equity has a dual
role in marketing science and practice. This duality
is evident i) at the micro level, where brand equity
represents the value of the brand that is determined
by consumers’ actions; and ii) at the macro level,
where brand equity is a company asset that is
driven by internal (organizational) and external
(market) forces. The customer- and financial-based
research streams are clearly interrelated (Ailawadi
et al. 2003; Keller & Lehmann 2006), and research
interconnection between two perspectives needs to
be established.

2.2. Brand equity as a measure of brand value

The value of a brand is measured by brand
equity. As explained above, despite decades of
academic debate, no consensus has been reached
regarding the boundaries and measures of brand
equity (Park et al. 2008). Brand equity is a
multidimensional construct (Aaker 1991) and each
of its measures can have different drivers
(Ailawadi et al. 2003). For instance, Kamakura &
Russell (1993) have proposed a model in which
the BEQ measure is estimated using several
situational factors such as price, perceived quality
of product features and recent advertising.

This paper argues that brand equity must
incorporate both research streams: consumer and
financial. The first stepping-stone is based on the
approach in which brand equity measurement is
taken from the customer evaluation of the brand
name (Aaker 1991; cf. Hoeffler & Keller 2003),
which is measured by customer preference,
attitude or intent to purchase. Equity is accrued
when a consumer is already familiar with a brand
and already has some favourability and/or strong
and unique brand associations (Keller 1993). Here,
this approach is partially modified by studying and
proposing a quantitative brand equity framework
rather than using a solely qualitative approach.
Observations were conducted of purchases that
were made by the consumer, e.g. consumption of
existing brands in the market with well-known
brand names and product characteristics (cf.
ACNielsen 2008). In the present analysis, scanner
data from real consumers will be used. A deductive
approach will be applied, with an assumption that
consumers have certain attitudes, levels of loyalty,
brand awareness, and preferences; because they
have the prior knowledge about the brand and are
able to make consumer choices between different
varieties of well-known (existing) brands (cf.
Einav et al. 2010; Kamakura & Russell 1993).
This hypothesis is in line with theoretical
assumptions from the industrial organization,
which is based on the principle that a consumer
may resolve uncertainty about brand quality, price
and utility only if the brand is purchased and
consumed (cf. Schmalensee 1982). This
consumer’s knowledge yields a utility payoff,
signalling information about the value of the brand
and future prices (Schmalensee 1982). There is a



general agreement in marketing literature that
brand knowledge represents a set of associations in
consumers’ minds regarding the brand’s features,
benefits, uses, and overall attitude (e.g. Aaker
1991; Keller 1993; Broniarczyk and Gershoff
2003; Hoeffler & Keller 2003; Davcik &
Rundquist 2012), and that knowledge about the
brand arises as “a result of prior brand marketing
activities and investments in advertising and
promotion” (Broniarczyk and Gershoff 2003, p.
163).

The second stepping-stone is based on the
study of Simon and Sullivan (1993) and their view
on the significance of financial measurements and
the importance of promotional efforts, such as
advertising expenditure, patents, sales force
expenditure and marketing research expenditure.
Their methodology has three important features (p.
29): (i) brand equity is treated as an asset of the
company, (ii) brand equity is measured in a
forward-looking way (however, this study has not
only focused on public companies, as theirs did,
and this feature is a limitation for non-public and
SME companies), and (iii) the value of a
company’s brand changes as new information
becomes available in the market. This information
might be new brand investments, promotional
activities, new advertising campaigns, etc. This
methodology  uses  objective  market-based
measures (Simon & Sullivan 1993), which allows
comparisons to be made as the research is being
conducted during the time as well as across
companies and industries. They also suggested that
this technique implicitly incorporates the effect of
market size and growth as well as the revenue-
enhancing and cost-reducing capabilities of brand
equity (Simon & Sullivan 1993; p. 30). They have
justified their approach by presenting examples
from the public companies studied, and
investigated the market value of the firms’
securities. In their study, they researched the brand
equity problem using the Coca-Cola and Pepsi
brands. Unfortunately, this approach is not
applicable to non-public companies or to SMEs.
Another disadvantage of this approach is the
assumption that there is a strong and efficient
market (Salinas & Ambler 2009). Using their
methodological approach as a valuable starting

point, this study modifies it to the extent that the
brand equity concept is not influenced only by
financial or limited marketing actions (such as
advertising campaigns), but also by a
comprehensive list of financial, strategic and
marketing activities.

2.3. Drivers of brand equity

The literature on brand equity and its measures,
constructs and antecedents is substantial, but
fragmented and inconclusive (Christodoulides &
de Chernatony 2010). Heterogeneity of approaches
makes this field rather confusing and vague.
Numerous researchers (e.g. Ailawadi et al. 2003;
Aaker 1991; Temporal 2002; Keller 1993; Yoo et
al. 2000) have created different brand equity
constructs, however the strategic implication of
brand equity is underestimated in academic
literature. It is possible to generate brand value by
strengthening the drivers of brand equity (Yoo et
al. 2000), but there is very little research that
directly or indirectly tackles this issue. In reference
to this gap, Keller (1993, p. 18) has suggested that
“effective strategies for integrating marketing
communications in  terms of advertising,
promotion, publicity, direct marketing, and
package design are especially needed”.

Marketing investments (MI) in a brand,
measured by service expenditures that are related
to the advertising, promotional activities, patents,
licenses, etc., might have a long-term effect on the
sales and value of a product. The spotlight is on
marketing expenditures, such as marketing
communications, promotions, etc., and how these
expenditures influence the brand performance
(Rust et al. 2004). A company can gain a lucrative
position in the market if its marketing efforts in
terms of its brand name are highly recognized,
along with a strong reputation and effective
marketing communications. This position can
yield premium price and higher market share (cf.
Davcik et al. 2010), but can also be understood as
an entry barrier for competitors who have to
overcome these well-performing incumbent
companies (Chu & Keh 2006). Keller (1993, p. 9)
has argued that the brand equity approach can be
enhanced if a company creates a “favourable



response to pricing, distribution, advertising, and
promotion activity for the brand” as well as with
licensing, because it can influence positive brand
image. Lagged advertising expenditures may
generate returns in subsequent periods as well as
potentially enhancing brand value (Simon &
Sullivan 1993; Srinivasan et al. 2005; Chu & Keh
2006; Ambler 1997; Keller & Lehmann 2009;
Peterson & Jeong 2010; cf. Aaker 1991). The
boundary condition for consumer assessment of
higher brand value is when a brand promotion is
based on a high price (Kamakura & Russell 1993;
Surri et al. 2002; cf. Keller & Lehmann 2009).
Therefore, it is expected that a brand’s value will
be higher if a company increases marketing
investments in it.

Price (PR) represents the amount of money that
consumers have to pay to obtain the product. More
broad definitions depict price as “the sum of all the
values that consumers exchange for the benefits of
having or using the product or service” (Kotler &
Armstrong 1999; p. 302). The research findings
suggest that a higher brand value is associated with
higher prices if those prices are associated with
higher quality and differentiation (Sriram et al.
2007; Suri et al. 2002; Knox 2000; cf.
Schmalensee 1982; Blattberg & Wishiewski 1989;
Erdem et al. 2008; Erdem et al. 2010; Stiglitz
1987). Consumers may use the history of brand
prices to assess the preferable price for a brand,
which signals brand quality (Erdem et al. 2008;
2010). Davcik et al. (2010) have shown that
investment in the brand value and marketing
performance of a firm leads to premium price
gains in the market. It is expected that higher price
will increase the value of the brand’s equity.

Revenues (REV) represent the unit volume sold
at a certain price. Ailawadi et al. (2003) have
suggested that equity is influenced by sales,
created by the marketing mix of company and
competitors’ brands. In the model used in this
research, the gross revenue variable is used,
instead of the adjusted revenue variable (Ailawadi
et al. 2003), because reliable data could not be
obtained for the variable costs at firm level due to
the proprietary characteristics of the data. Ailawadi
et al. (2003) have suggested that gross revenue
might be a more appropriate measure because it

depicts, in a more comprehensive way, general
consumer demand rather than the company’s
production costs. It is conventional expectation
that increased revenue will increase the value of
brand equity. However, here, brands have been
studied that have an additional value in
comparison to conventional food brands, and are
therefore special and unique to the consumers, so
that raising volume and brand availability may
decrease their exclusivity. Therefore, it is expected
that increased revenues due to the unit volume sold
will decrease the value of brand equity.

Perceived quality (PQ) can be understood as a
consumer’s subjective judgment about a product’s
excellence (Zeithaml 1988; cf. Netemeyer et al.
2004). Subjective judgment of quality is based on
personal product experience, unique needs and
consumption situations (Ambler 1997; Yoo et al.
2000). Farquhar (1989, p. 27) has advocated that
“quality is the cornerstone of a strong brand”,
which leads to higher brand equity. Often,
customers have no prior knowledge of product
quality, and perceived quality may directly
influence the purchase decision, especially when a
buyer has no possibility to conduct a detailed
analysis (Aaker 1991). In order to achieve a
positive evaluation by the consumer, a company
must create a brand that delivers “superior
performance to the consumer” (Farquhar 1989; p.
27). Due to the fact that it is not possible to
directly observe and measure the consumers’
assessments of perceived value, the applied
innovation in the production process is used as a
proxy for the perceived quality (Sriram et al. 2007;
cf. Kamakura & Russell 1993; Aaker 1991; Yoo et
al. 2000; Bogue & Sorenson 2009; Davcik &
Rundquist 2012; cf. Sorenson & Bogue 2007). The
modern food industry is based on sophisticated
technological applications that allow consumers to
consume high quality products over a long period
of time and under different conditions. The
technological aspect of consumption in the juice
industry is especially important because producers
can create different brand groups, such as juice
drinks, nectars and 100% juices; or production
technologies, such as conventional, organic and
functional juices. A great array of brands in the
dairy industry are based on added value, such as



beneficial bacteria, organic-based production, etc.
It is expected here that brands with higher levels of
innovation, such as organic and functional vs.
conventional brands, will have a positive impact
on brand equity.

The relevance of firm strategy and
corporate culture on brand value is not well
addressed in the existing literature (cf. Chu & Keh
2006). The fact that a brand is manufactured by a
well-known producer might be used as a signal of
brand quality. Brand awareness has been referred
to in the literature (Aaker 1991; Yoo et al. 2001) as
a signal of quality for the known manufacturer
(brand owner). Brand awareness sustains
familiarity with the brand; it is a signal of a
company’s business commitment, local culture,
community values, etc. Here, brand ownership
(BO) has been used as a control variable, where
the difference between the Italian and foreign food
producers has been controlled for. Due to the
strong national sentiment in food consumption, it
is expected that Italian consumers will prefer
Italian food brands over foreign food brands.

All brand value performance variables have
been included in creating a model of estimation
(e.g. Shepherd 1972):

(1) BEq=f(MI, PR, REV, pg, bo)

This leads us to the following proposition:

P1: The brand equity is driven by a variety of
factors, of which marketing investment in a brand,
prices, revenues, perceived quality and brand
ownership are most prominent.

3. Model

As has been clearly noted from previous
discussions, BEqQ is defined in different ways,
usually depending on the researchers’ approach to
the problem and research goals.

The primary advantage of this approach is to
allow decision makers in organizations to improve
the value and competitive advantage of their
brands. Though the major goal of any branding
programme is to enhance the value of the brand,
the second advantage might be a possible better
understanding of the role of a specific driver in the

creation of brand value, which depends on
different brand strategies created by firms.

In Table 1, the endogenous, exogenous and
quality independent variables are presented. The
endogenous variable is brand equity, which
represents an asset that is constituted by research
costs, patents, advertising efforts, licenses,
trademarks, etc. This variable is derived from the
accounting position B, intangible assets, in the
companies’ balance sheets (AIDA 2008). In order
to set down this phenomenon on a brand level, the
single brand share in a company brand portfolio
has been calculated. In this way, we allocated
brand equity from a company level to a specific
(single) brand. This measurement approach allows
managing and estimation of an individual brand in
a multibrand firm (Park & Srinivasan 1994).

aij
(2) BEq; = BEqj (5_:1-:1@__})
jk

In equation 2, BEq; denotes brand j’s equity; BEqj
represents company k’s equity from brand j; gj is
quantity sold of brand j to consumer i; and Qj
denotes overall quantity sold of brand j from
company k. The exogenous variable, marketing
investments, represents expenses in advertising,
promotional activities, licences, etc., which are
intended to increase the quality and the reputation
of the product. Due to the fact that this variable
can be observed from the position of the brand, it
can be understood that a firm makes this
investment to improve the characteristics of the
specific brand (cf. Simon & Sullivan 1993;
Kamakura & Russell 1993; Srinivasan 2005). The
value of this variable is observed from the
accounting position B7, services, in the company’s
income statement (cf. AIDA 2008). Similar to the
brand equity measurement, this procedure was
used to allocate marketing investments within a
single brand.

3) MI; = Ml (21:1%)

In equation 3, MI; denotes brand j’s marketing
investments and Mlj represents company K’s
marketing investments in brand j. Price represents



the average brand price per kilogram, which is
obtained in an observed period. Due to the
possible presence of endogeneity issues between
revenues and prices, variable revenue has been
calculated as the brand revenue share in the
company’s brand portfolio from the data obtained
from AC Nielsen.

{TAKE IN TABLE 1}

Brand ownership is a quality independent
variable that represents brand owners according to
the qualitative values: 1 for Italian food producers
and O for non-ltalian producers in the Italian
market. Perceived quality represents a type of the
brand according to the mode of production, e.g.
applied technology in the production of the brand.
The value 1 represents conventional brands with
added value, while 2 represents organic brands and
3 denotes functional brands. In order to extract
information about the behaviour of applied
technology, dummy variables will be used to
estimate the relationships of the organic and
functional brands in comparison with conventional
brands. Using the ACNielsen data (ACNielsen
2008), it can be assumed that consumers are well
informed about existing brands in the market and
have a certain attachment to brands (cf. Einav et al.
2010).

The research instrument has been created in
order to provide an estimation of the brand equity
drivers, using the above-presented theoretical
framework. This approach is presented in the
formal econometric fashion using the model in
section 3.1 (Eq. 4).

These estimations have been obtained using the
Stata™ |1 SE statistical software.

3.1. Brand equity estimations

An estimate has been made of the relationships
brand drivers have with brand value, as measured
by brand equity. The model used here, as presented
in equation 4, is estimated through standard
ordinary least squares (OLS). The R-squared and
adjusted R-squared values are reported to provide
goodness-of-fit indicators of regression. Robust
standard errors have been computed in order to

account for some eventual heteroskedasticity
problems and to provide resistant estimates (cf.
Zaman et al., 2001).

The basic model used at the aggregate level is:

(4) Y In (brand equity,) = ¢ + 6, dummy

brand ownership, + J, dummy perceived
quality(organic), -+ d3 dummy perceived
quality(functional), + p1In (marketing

investment,) + B,price, + Sarevenuesy + Uy

where b=1,....B (brands). B and & are the
parameters that will be estimated. It is assumed
that the variance of the error term u,, conditional
on regressors, is constant. The [ coefficients
measure the marginal effects of the presented
independent variables on brand equity. In a similar
manner, the & coefficients measure the marginal
effects of the presented quality independent
variables on brand equity. The logarithmic
transformation of brand equity and marketing
investment was conducted because the data in the
variables covers a large range of values, and use of
log transformation reduces a wide range to more
manageable values and thus gives more sense to
the research.

3.2. Data collection

Two data sources have been used in this
research. The first is market-based data from
ACNielsen Italy research into the food buying
patterns of 10,282 lItalian households, which was
collected in the period of June 2005-June 2007.
The data was obtained from ACNielsen using
Consumer Panel Solutions (CPS) and the
Homescan® panel tool (ACNielsen 2008). The
second source is data from the Bureau Van Dijk
Electronic  Publishing AIDA (AIDA 2008)
database, which contains the financial statements
of approximately 940,000 Italian companies. The
framework has been expanded with the quality
independent variables that have been defined and
created as a combination of existing empirical data
and observed quality characteristics.

This study is based on “enriched-food” brands.
From the mode of production point of view, the



sample includes conventional food with added
value (such as vitamins), functional, and organic
food brands. This approach might be embedded
into a broader category of healthy products, such
as dietary, organic, functional, integrative, etc., in
which each of these specific sub-groups have been
characterized by a specific functional ingredient or
trait (Boesso et al. 2009; cf. Mamalis 2009, Bogue
& Sorenson 2009).

Data provided from the ACNielsen database
were used as a panel dataset. In the empirical
application, the marginal mean across time was
considered in order to take into account time
variability. By aggregating in this way (cf.
Srinivasan et al. 2005), a sample of 91 brands in
the enriched-juice segment, 350 brands in the
yogurt segment, and 298 in the milk segment were
obtained, which in total represents 739 brands in
the enriched-food brand sample.

The descriptive statistics of the independent
variables used with the enriched-food brand
sample is presented in Table 2. All independent
variables are presented with their names, mean
value, standard deviation and minimum/maximum
values. A correlation analysis, as presented in
Table 3, reveals no major correlations among the
estimated variables.

{TAKE IN TABLES 2 & 3}
4. Results

In order to assess information on brand value,
brand equity is regressed on marketing
investments (service expenses) in a brand, price,
revenues, perceived quality and brand ownership.
The benchmark model is described in a formal
econometric fashion in equation 4, in section 3.1.
The results of these estimations are reported in
Table 4.

{TAKE IN TABLE 4}

The main question of our analysis is which, if
any, of the brand equity drivers explain brand
value. The results of our estimations are
represented by four models, as shown in Table 4.
Model 1 represents the enriched-juice sample

(N=91); model 2 represents the enriched-yogurt
sample (N=350); model 3 represents the enriched-
milk sample (N=298), and model 4 represents the
whole enriched-food brand industry sample
(N=739).

The M1 results report that variables —
marketing investment in brand, price, revenues and
perceived quality (organic) — have statistically
significant effects on brand value. The goodness-
of-fit test for the M1 shows that the adjusted R-
squared value is 0.6309, and the R-squared value is
0.6555. For any 10% increase in marketing
investment, an 11.11% increase in brand equity
can be expected, and for a one-unit increase in
price, about a 55.51% increase in brand equity can
be expected, since exp (0.44153) = 1.5551. For a
one-unit increase in revenue, we may expect an
8.60% decrease in brand equity. For brands in the
juice segment, we may expect a 26.19% decrease
in brand equity for the organic brands compared to
the private-label brands. Other variables have
negligible statistical effects.

The M2 results report that variables -
marketing investment, price, brand ownership and
perceived quality (functional) — have a significant
statistical effect on brand value. Variables in
revenue and perceived quality (organic) have no
statistical effects. The adjusted R-squared value is
0.4442, and the R-squared value is 0.4538 in M2.
An 8.07% increase in brand equity can be
expected for any 10% increase in marketing
investment. For a one-unit increase in price, a
34.46% increase in brand equity can be expected.
An 80.4% decrease in brand equity can be
expected for the functional brands compared to the
private-label brands. A 202.1% increase in brand
equity can be expected for brands that are
managed by Italian food producers.

Model M3 reveals that marketing investment
and revenues have a high significant effect on
brand value. M3 shows that the adjusted R-squared
value is 0.4065, and the R-squared value is 0.4185.
For any 10% increase in marketing investment,
about a 9.79% increase in brand equity can be
expected. For a one-unit increase in revenue, a
20.3% decrease in brand equity can be expected.

Model M4 represents the whole enriched-food
industry and the results report that all variables are



statistically significant, and that only the perceived
guality has no statistical effect. The overall
enriched-food industry, represented by M4, has an
adjusted R-squared value of 0.4922, and an R-
squared value of 0.4964. It can be said that for any
10% increase in marketing investment, a 9.6%
increase in brand equity can be expected. For a
one-unit increase in price, about a 7.5% increase in
brand equity can be expected. An 8.6% decrease in
brand equity can be expected for a one-unit
increase in revenue. This result is anticipated
because a brand with additional value can lose its
exclusivity if it is sold on a massive scale. For
brands that are managed by Italian companies, a
75.1% increase in brand equity can be expected,
since exp (0.560195) = 1.7510, in comparison to
brands that are managed by non-Italian Fast
Moving Consumer Goods (FMCG) producers.
This result is expected due to the strong national
sentiment of Italian consumers.

All analyzed estimations have been presented
in a synthesized fashion in Table 4, with relation to
the research proposition P1, presented in section 3,
applied to different food samples.

5. Conclusions, limitations and future research

This study presents the results of an empirical
analysis to determine the drivers of brand equity.
Six predictors have been controlled for (i.e.
marketing investments, price, revenue, perceived
quality [organic and functional] and brand
ownership), while the impact of the brand equity
drivers on brand value has been estimated. In order
to facilitate this approach, a model has been
formulated and estimated using a standard and
robust OLS procedure. From the standard OLS
procedure, an adjusted R-squared value has been
reported, while from a robust OLS procedure an R-
squared value has been obtained. The model has
been constructed to determine the drivers of brand
value in brand strategy. In general, the estimated
results showed that the conceptualized variables
have an impact on brand value and that they are in
line with what has been reported in the literature.
The extensive literature review (e.g. Simon and
Sullivan 1993; Srinivasan et al. 2005; Chu & Keh
2006; Keller & Lehmann 2009; Peterson & Jeong

10

2010; Suri et al. 2002; Knox 2002, etc.) has
strongly suggested that marketing investment in
the brand (or expenses for advertising, licenses,
etc.), price, revenues, brand ownership (as a signal
of quality and brand awareness) and perceived
quality have all been key success drivers in
developing brand value. In general, the brand
model presented here strongly supports this
viewpoint, as only the perceived quality (organic
and functional) dummy variables have limited
statistical effects.

It is conventional wisdom that firms must
invest in a brand. Here, different layers of the
brand concept have been presented, along with
possible outcomes for managers and ways in
which their actions in managing the brand might
influence business strategy. The theory has a high
level of concord with the idea that marketing
investment in a brand is a pivotal dimension of
brand value enhancement (e.g. Simon and Sullivan
1993; Srinivasan et al. 2005; Chu & Keh 2006;
Keller & Lehmann 2009; Peterson & Jeong 2010;
etc.). The results of this study strongly support this
view. As has been presented with the brand equity
model, operationalized with M1, M2, M3 and M4,
marketing investment has a high statistical
significance with respect to all four models. With a
10% increase in marketing investment, it is
possible to expect an increase in BEq ranging from
8.07% to 11.11% in different FMCG food
segments.

Revenue was identified as a potential variable
that creates brand value by Ailawadi et al. (2003)
and by Keller (1993), who suggested this idea
indirectly in the context of favourable
consumption response. The data here does support
this approach, because there is evidence of
statistical significance in various FMCG segments.
As expected, an increase in revenue due to higher
volumes sold will decrease the value of the brand.
Our understanding is that this is the case because
the special brands considered under the study
become less unique and exclusive for consumers if
they are widely available and may jeopardise
existing price mechanism which will consequently
have influence on brand equity. The limitation of
our study is that we cannot estimate up to which
point increasing availability of special, in



comparison to the conventional foods, has this
effect’. The marketing and food literature in this
matter is scarce and inconclusive, for instance
Ailawadi et al. 2003 suggests scenarios in which
revenue can have positive, positive and/or negative
as well as negative sign to brand equity, and
further research is needed.

The theory is in unison with suggesting that
price is an important variable in the creation of
brand value. Our models strongly support this
view, because this variable is statistically
significant in all models except M3. Our results
suggest two conclusions. First, managers can use
price as a tool in their managerial efforts with
adjusting this variable according to the specific
strategically need. Second, evidence that higher
price increases the value of brand equity in the
case of juice and yogurt segment means that these
products have not reached saturated position in the
EFI market, and managers can employ this fact to
develop diverse consumers’ price approaches
(price averse consumers, trade-driven consumers,
etc.; cf. Krystallis & Chryssohoidis 2005;
Kyriakopoulos & Oude Ophuis 1997; Calvo
Dopico 2003). However, this approach would be
more appealing if it were possible to show that
price, as an important construct of brand equity,
can achieve price premium. There are two possible
approaches. The first one is related to special
products, as in the sample here, where variability
of data, as well as some variables in the model, is
low, and studying qualitative differences (price,
technology application, etc.) is a demanding task.
The second approach might be related to the
application of this model with  more
comprehensive data, which (in case of juice or the
food industry) would include a wide range of the
brands in the market (not only “special” ones, but
also conventional, “ordinary” ones which we, as
consumers, can reach more often) as well as a
detailed study of distribution channels.

We have found that perceived quality is a
statistically significant variable in some food
segments. Due to the objective limitation of the
available data, we measure perceived quality in an

! The author is grateful to an anonymous reviewer for
pointing out this mechanism.
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indirect way through the dummy variables. Each
of these dummy variables represents specific level
of applied innovativeness, technological standards
and quality, which allow us to distinguish between
functional, organic and conventional plus brands.
This suggests that more innovative brands are
perceived by consumers as being brands that have
a higher quality and are more desirable in
comparison to “ordinary” brands. In the literature,
this standpoint was suggested by Aaker (1991),
Kamakura and Russell (1993), Temporal (2002),
Calvo Dopico (2003) and Yoo et al. (2000).
Zeithaml (1988) has identified perceived quality as
a component of brand value and concluded that
high perceived quality would lead consumers to
buy the brand. If the degree of brand quality
perceived by consumers is higher, it will increase
the brand’s equity (e.g. Yoo et al. 2000; Chu &
Keh 2006).

Researchers have not paid a lot of attention to
the relevance of brand ownership and its
implications for brand value. In the literature, this
variable was used as a proxy for brand awareness
(e.g. Aaker 1991; Yoo et al. 2000), as a certain
signal of the ‘“guaranteed” brand quality that
comes with the fact that the brand is manufactured
by a (well) known producer. This study has found
that brand ownership has limited relevance in
constructed models, because it is not significant in
the juice and milk segment.

It is unlikely, if not impossible, for the single
model of brand equity to satisfy all expectations of
a general, or widely applicable, business model for
managers or researchers (cf. Ailawadi et al. 2003).
Our model contributes to theory and practice in
terms of suggesting which business drivers create
brand value and what type of brand strategy a firm
can apply in order to create brand value. In
practice, there are many different business focuses
and applications in brand management. This study
has presented what managers can expect in the
FMCG sector, if their marketing focus is on brand
value. We believe that managers can use this
approach as a guide for the creation of successful
brand strategy in agribusiness sector.

A clear limitation is the fact that this study has
only studied one industry (food), one industry
segment (enriched-food) and one country (Italy). A



limitation from the point of view of strategic
decision-making is that this study cannot
distinguish among a wide variety of technological
issues, such as value-added characteristics, mode
of production, possible target market, etc. The
approach and data used here have allowed us only
indirectly to observe consumer attitudes and
choices, excluding cognitive or behavioural
aspects of the market.

It would be valuable to expand this model to a
wider sector (e.g. the conventional food industry)
in order to obtain data that is more comprehensive.
Otherwise, there might be a limited knowledge on
the brand equity phenomenon and its constructs.

A valuable extension of this approach would be
a study of the importance of distribution channels
and how the brand equity concept would fit into
the different distribution channels. Because this
study has focused on “special” products, it would
be important to study creation and change of BEq
through the distribution channels.

In a logical continuation of this approach, a
certain (necessary) enhancement must be a deeper
study of the researched industry from the
consumer point of view. That research should test
the theoretical frameworks suggested by Aaker
(1991) and Keller (1993), as well as to depict the
qualitative side of the research problem. There are
a few open questions, tackled by Aaker (1991),
that do not have adequate responses in academic
literature, nor in this model, such as switching
cost, trade leverage, market share possibilities, etc.
In other words, the future research should
enlighten the problem of consumer response and
market performance considered in our model.
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Variable Name  Value Description Data
source
BEq value represents asset that is
constituted by research costs, patents,
Brand equity BEq n/l advertising efforts, licenses, etc. (position CFS
B. | — intangible assets in the company
Balance sheets ) allocated on a brand
M1 in brand represent service expenses
Marketing that are intended to increase the quality
investments in Ml n/l and the reputation of the brand (position CFS
brand b7- services, in the company income
statement) allocated on a brand
price represents paid amount of money for
Price PR n/l a product by consumers Nielsen
revenue share represents share of brand
revenue in the sample AR
Revenue share REV n/l (Nielsen)
perceived quality represents a type of the
. brand according to the mode of
Perceived X . . Qlv
uality pq 1,2,3 production, 1 — co_nventlonal Wlth_ added (Nielsen)
q value, 2 — organic and 3 - functional
brand ownership represent difference
Brand among bran_ds owned by Italian food Qv
. bo 0,1 producers (=1) and brands owned by )
ownership (Nielsen)

international producers that have branches

in Italy (=0)

Legend: AR — Author’s research, CFS — Company financial statements (balance sheet data and/or income
statement), Nielsen — data from the AC Nielsen research, QIV — Quality independent variable; n/l — not limited



Table 2: Descriptive statistics

16

_ Descriptive statistics
Variables standard . | |
mean deviation min values max values
brand equity 2.470.000  18.400.000 488.833 268.000.000
marketing investment 2650000 6750000  2.575,49 85.600.000
revenues 0,088 0,169 0,001 1
price 3,952 1,985 0,202 11,91
dummy percel\{ed quality - 0.304 0.489 0 1
conventional
dummy percelvgd quality - 0.298 0.458 0 1
organic
dummy perce!ved quality - 0.308 0.462 0 1
functional
brand ownership 0,724 0,447 0 1
Table 3 — Correlation values
1 2 3 4 5 6 7
Brand equity 1 1
marketing
investment 2 4433 1
price 3 .0914 -.1428 1
revenues 4 .089 4109 -.2154 1
dummy —
organic 5 -0777 -.1615 .0272 -.0442 1
dummy —
functional 6 -.0324 2078 -.342 2441 -.4347 1
brand
ownership 7 .0135 -.0268 -.1091 .059 .1853 0945 |1




Table 4: Estimations of variables in models 1, 2, 3 and 4

Variables Model 1 Model 2 Model 3 Model 4
(juice) (yogurt) (milk) (EFI)
marketing
investment (log) 1.1053*** 0.8141*** 0.9798*** 0.9610***
(13.06) (12.40) (16.84) (26.24)
rice 051146175) 0.2961*** -0.01572 0.0720*
P ' (3.86) (0.26) (1.87)
revenues '2'?2532) 10.2306 LL5Q4EFEE 1 4091%
' (0.15) (2.99) (2.76)
dummy brand 0.1459 1.1056*** 0.0281 0.5602***
ownership (0.37) (3.42) (0.08) (2.92)
dummy perceived -0.3037* 0.0739 -0.1796 0.0950
quality — organic (1.65) (0.38) (0.53) (0.57)
dummy perceived -0.3582 1.6295*** -0.1849 0.1656
quality — functional (0.86) (5.25) (0.53) (0.89)
R’ 0.6555 0.4538 0.4185 0.4964
adjusted R? 0.6309 0.4442 0.4065 0.4922
Prob > F 0.0000 0.0000 0.0000 0.0000
N 91 350 298 739

*** significant at 1% (p < .01); ** significant at 5% (p <.05); *significant at 10% (p < .1);
Notes: t-statistics appear in parenthesis



