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ABSTRACT

Intense competition in Indonesian beverage industry lead many corporations to spend
trillion rupiah on marketing communication, such as advertising and price promotion with the
hope of increasing brand equity. However, the question is whether promotional activities in this
industry amplify or attenuate the brand equity of a product. Therefore, this paper aims to model
the impact of perceived advertising spending and price promotion on brand equity, measured
through consumer perceptions, specifically in the case of ABC brand brand.

This study includes explanatory research with the samples taken for one of PT XYZ’s
flagship products, ABC brand. All of the respondents are Surabaya people, altogether 123
respondents. The sampling method used was simple random sampling. A quantitative approach
was employed, using 25-item, 5-point Likert scale questionnaires. Multiple regression analysis
methods in SPSS 21 program were used to examine the result. The result has several conclusions.
First, perceived advertising spending has significant effect on brand equity and three out of for
brand equity dimensions, namely perceived quality, brand awareness and brand loyalty. Second,
price promotion also has significant impact on brand equity and three out of four dimensions of
brand equity: brand loyalty, perceived quality and brand association.

Keywords: Perceived advertising spending, price promotion, brand equity, Surabaya.

ABSTRAK

Persaingan yang ketat dalam industri minuman di Indonesia menyebabkan banyak
perusahaan menghabiskan triliunan rupiah pada komunikasi pemasaran, seperti iklan dan
promosi harga dengan harapan dapat meningkatkan ekuitas merek. Namun, pertanyaannya
adalah apakah promosi ini memperkuat atau melemahkan ekuitas merek. Oleh karena itu,
penelitian ini bertujuan untuk menguji dampak persepsi belanja iklan dan promosi harga pada
ekuitas merek, yang diukur melalui persepsi konsumen, khususnya dalam kasus merek ABC brand.

Penelitian ini merupakan penelitian yang bersifat menjelasan hubungan antar variabel.
Seluruh responden berasal dari wilayah Surabaya, dengan total 123 responden. Metode sampling
yang digunakan adalah metode sampel acak. Penelitian dilakukan dengan pendekatan kuantitatif
menggunakan kuesioner yang terdiri dari 25 butir pertanyaan yang diukur dengan 5-poin skala
Likert. Metode analisis regresi berganda yang terdapat dalam program SPSS 21 digunakan untuk
mengolah data. Hasil yang didapatkan mencapai beberapa kesimpulan. Pertama, belanja iklan
memiliki efek yang signifikan terhadap ekuitas merek dan tiga dari empat dimensi ekuitas merek,
yaitu persepsi kualitas, kesadaran merek dan loyalitas merek. Kedua, promosi harga juga
memiliki dampak yang signifikan terhadap ekuitas merek dan dua dari empat dimensi ekuitas
merek: persepsi kualitas dan asosiasi merek.

Kata Kunci: Persepsi belanja iklan, promosi harga, ekuitas merek, Surabaya.

INTRODUCTION

Indonesia is still a favorable place for the food and
beverage industry. Due to the increasing purchasing power,
increasing wage, and growing population of middle class
income people of as well as growing number of modern
retail outlets, it became the main driver of growth demand
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for processed food and beverage industry (Bank Mandiri,
2013). According to PT XYZ’s annual presentation (2014),
RTD tea industry is projected to grow 6.79% annually,
compare to the overall softdrink industry which only grows
by 5.67%. Due to this big opportunity in the market, many
new companies are trying to grab some portion of the
market and challenge the old and traditional players of the



industry. In order to win the competition, every company
must try to achieve the goal of creating and retaining
customers. In order to achieve that goal, they should strive
to produce and deliver goods and services that consumers
want at a reasonable price and quality. Thus, every
company should be able to understand the wants and needs
of consumers to be able to satisfy them (Tjiptono, 2002).

In the other side, due to a lot of products offered by
new players, society begins to think more selective in
choosing a product, so that they will get usefulness or
benefits they were looking for of a product. Marketers who
are facing fierce competition will always be motivated to
develop and grab the market share. One way to grab the
market share is the brand, the brand itself can become the
competitive advantage of the firm to grab or maintain its
market (Rosvita, 2010). Brand helps firms to communicate
its value to the consumers and get connected to the minds
and hearts of the consumers (Keller, 2007). If a product
only provides functional benefits, a brand can provide both
functional and emotional benefits resulting in customer
satisfaction (Hankinson and Cowking, 1996).

These days, in order to maintain loyal consumers,
marketers must work harder with branding strategy to
strengthen the brands (Hameed, 2013). The strategies used
by companies usually using promotional activities with
some budget spent for advertising and price promotion
(Selvakumar and Vikkraman, 2011). Advertising is hoped
to protect companies’ brands and maintain its loyal
customers from competitors (Agrawal, 1996).

For many companies, brand equity is one of their
concerns and priorities (Keller and Lehmann, 2006).
According to Keller (2003) and Aaker (1991), brand equity
is the value of the brand in the market. Many large
corporations spend several trillion rupiah on marketing
communication, such as advertising and price promotion
with the hope of increasing brand equity. However, the real
question is, do advertising and price promotion in Ready-to-
Drink Tea industry amplify or attenuate the brand equity of
a product? And how should managers allocate resources to
advertising and price promotion? Although many people
believe that advertising spending increase overall brand
equity and price promotion reduce the overall brand equity,
there is still lack of proof in the non-durable goods industry.
Therefore, this paper aims to model the impact of perceived
advertising spending and price promotion on each of the
elements of brand equity, measured through consumer
perceptions, specifically in the case of ABC brand, a
product from PT XYZ.

LITERATURE REVIEW

The important concepts relevant to this research are
promotion which consists of perceived advertising spending
and price promotion, and brand equity which consist of
brand awareness, brand loyalty, perceived quality and brand
association.

Brand Equity
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According to Aaker (1997) brand equity can add or
reduce the total value of a specific products or services
perceived by the consumers. Brand equity is able to become
a competitive advantage of a firm in the market because it
creates a point of differentiation compare to other brands
(Aaker 1991). Aaker (1997), Durianto et al (2004) and
Tjiptono (2005) grouped the brand equity in four main
dimensions, namely: brand awareness, brand association,
perceived quality, and brand loyalty.

Perceived Quality

Perceived quality is consumers’ assessment of the
advantages and superiority of the product/brand as a whole
compare to other brands (Aaker 1991) Therefore, the
perceived quality is not based on the manager or the market
opinion, but the consumers’ subjective evaluation toward
the quality of a specific product/brand. According to Aaker
(1997) consumers’ ability to perform quality judgment is
depends heavily on the intrinsic and extrinsic attributes such
as brand image, brand name, advertising programs, and
what the consumers fell about the price while they are
trying to buy a product/brand.

Brand Loyalty

Brand loyalty is the core element of brand equity
dimensions. The loyal customers will be a barrier to entry
for competitors. Brand loyalty can be a tool to get an
opportunity to set a price, giving the producers enough time
to respond to the innovation from competitors and could be
a barrier of fierce price competition (Aaker, 1991). Oliver
(1997) defines brand loyalty a commitment to rebuy
product or service consistently in the future. In the other
words, brand loyalty is representing how close a consumer
connects to a specific brand (Simamora, 2004; Durianto,
2004).

According to Mowen & Minor (2002), brand loyalty
is viewed as the extent to which a customer showed a
positive attitude towards a brand, has a commitment on a
particular brand, and intend to continue to buy it in the
future. Meanwhile, According to Giddens (2002), there
were few signs of consumers who have loyalty to brands:
consumer has a commitment to the brand, consumers are
loyal would recommend the brand to others, and do not
make the purchase consideration in return such products.

Brand Awareness

Brand awareness can be defined as the ability of a
consumer to recognize and remember that a specific brand
is included in a specific product category (Aaker 1997).
According to Chandon (2013), brand awareness can be
measured using two kinds of measurements: brand
recognition and brand recall. According to Aaker (1991),
brand recognition is when the consumer remember and
aware of the brand if someone reminding them about that
brand, for example with the help of a list of brands, brand
slogan, tagline, or a list of images. Brand recall refers to
giving a product category to the customer and asking the
respondent to recall the brand name for that specific product
category. Brands which are included in this category are



brands that consumers remember without reminding them
about the slogan, logo, tagline, etc. In addition, Top of Mind
(TOM) is one the best predictors of consumer choice
(Romaniuk, Sharp, Paech & Driesener, 2004). Woodside &
Wilson (1985) also confirmed that the higher the TOM, the
higher the purchase intention and the higher the relative
purchase of the brand.

Brand Association

Brand association is everything that is associated or
related with the consumers’ memory of a brand (Aaker
1991 and Simomora 2003). These associations can be an
attribute of a product, a spokesperson or a particular symbol.
A strong brand association can help customers to process
and receive information, become a reason to buy that
product as well as creating a positive attitude and feelings
toward the brand (Aaker, 1991). Schiffman and Kanuk
(2000), added that a positive brand associations are able to
create a brand image in accordance with the expectation of
consumers, so it create consumer confidence in purchase
decision process. Durianto, et al (2004), defines brand
association as the impression that comes to someone’s mind
related to his memory about a brand.

Aaker (1991) also stated that brand association
consists of 3 perspectives which are: brand-as-product
(value), the brand-as person (brand personality) and the
brand-as-organization (organizational associations). Brand-
as-product (value) focuses on the brands’ value proposition.

Perceived Advertising Spending

Perceived advertising spending is defined as
consumer perception of advertising frequency and
expenditure as agreed by Ha et al. (2011) and Hameed
(2013). In this study the writer focuses on determining the
effects of perceived advertising spending on brand equity,
measured through consumer perceptions. Companies use
advertising to communicate brands’ functional and
emotional values, since it is believed as a powerful tool to
promote the brand (Chernatony, 2006). There are several
aspects that need to be considered when a company wants
to see the effectiveness of advertising: content or the
message, execution, and frequency of advertising seen by
the consumers (Batra, Myers and Aaker, 1996).

Price Promotion

According to Kotler and Keller (2012), price
promotion is part of sales promotion. Sales promotion is one
of the most important parts in marketing campaigns, which
is used to stimulate faster and bigger (in terms of
volume/number) sales of specific products or services. Sales
promotion mostly in the form of incentive tools for the
consumers (Kotler & Keller, 2012). Advertising offers
consumer a reason to buy, in the other hands, sales
promotion offers an incentive for consumers to buy the
products (Kotler & Keller, 2012). Agrawal (1996) defines
price promotions as an offensive strategy that can be used to
attract the loyal consumers from other competing brands.
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Relationship between Concepts

Advertising
Spending

Brand Equity

Perceived Quality
Brand Loyalty
Brand Awareness
Brand Association

Price Promotion

Figure 1. Relationship between concepts

Previous studies have found out that perceived
advertising spending and price promotion have relationship
with brand equity:

In their research, Cobb-Walgren, Beal, and Donthu
(1995) conclude that the money spent on advertising has
positive effects on each dimension of brand equity and
brand equity as a whole. In the other hand, most previous
researches on sales promotions has focused on price
promotions; past literature has mainly proposed that price
promotions have a negative impact on brand equity (Buil,
Chernatony, & Martinez, 2010; Selvakumar & Vikkraman
2011; Villarejo & Sanchez, 2005).

Keller (2007) concludes that advertising will lead to
strong brand awareness, trigger unique and strong
associations to memory of consumers, and result in positive
brand feelings. Advertising can increase the scope and
frequency appearance of a brand, as the result, it increase
the brand awareness (Chu and Keh, 2006; Keller, 2007).
Hence, the bigger the amount of advertising, the bigger
brand awareness and associations of a brand, it will result in
bigger brand equity. However in order to achieve those
goals, a good design and great execution are needed. In
addition, due to fierce competition in the saturated market,
company should have creative and original marketing
communication (Kapferer, 2004; Keller, 2007). This
strategy helps company to get consumers’ attention and
awareness and results in increasing brand equity (Buil,
Chernatony, & Martinez, 2010). In conclusion, in order to
increase the brand awareness, a company needs to increase
their advertisement spending.

Additionally, creative and unique advertising can
create a favorable, strong and unique brand association
(Cobb-Walgren et al., 1995; Keller, 2007). The associations
linked to the brand are images that consumer perceives after
messages that the company sends through some advertising
campaigns is recognized by them (Keller, Heckler &
Houston, 1998). Advertising is also crucial in increasing
brand associations. Frequent advertising increases the
probability that a brand will be included in the consumers’
consideration, which makes consumer’s brand choice
simpler. Thus it becomes habit of a consumer to buy that
specific brand (Hauser and Wernerfeldt,1990).

There is also a significant relationship between
perceived advertising spending and perceived quality.



Moorthy and Zhao (2000) suggest that increasing brand
name recognition is the impact of frequent advertising.
Intense advertising spending indicates company is investing
a lot in brand or product. In addition, this action shapes high
quality product perception of in customer’s mind (Aaker
and Jacobson, 1994). Increasing amount of investment in a
brand using marketing communication spending tools are
not only results in higher perception of quality, but also
increases the overall product value as supported by
Archibald et al (1983). Hence, the more a brand is
advertised; the more consumers have high perceived quality
for that brand (Yoo et al., 2000).

Perceived advertising spending also has relationship
with brand loyalty (Ha et al., 2011 and Hameed, 2013).
Millions of dollars are invested every year on advertising
which results in creating loyal customers and increasing
brand loyalty to a specific brand or company (Chioveanu,
2008). Advertising is used to build and maintain brand
loyalty, which protect firm’s loyal consumers from other
related brands (Agrawal, 1996).

In contrast, promotional campaign based on lowering
prices can make brands in jeopardy since it makes a
consumers confusion; and leads to an image of unstable
quality in the long-term (Winer in Villarejo & Sanchez,
2005). Price promotion believes to give short term benefit
for the consumers, however, it is considered to weaken the
brand equity of that brand (Yoo et al., 2000). Therefore, it is
an unfavorable strategy to build strong brand equity using
price promotion strategy, because in nature, price promotion
creates a sense of short term benefit for their consumers. In
addition, competitors can easily copy and counteracted the
strategy (Aaker, 1991).

In conclusion, the seven concepts are connected to
each other as shown by the graphs on the previous pages.
This model is adapted from Selvakumar & Vikkraman
(2011) who examined the effects of perceived advertising
spending and price promotion on brand equity in several
industries. The model shows that (1) Perceived advertising
spending and price promotion have a direct effect on brand
equity; and (2) Perceived advertising spending and price
promotion also have direct effect on each elements of brand
equity.

Some findings of the researches on consumer
behavior, marketing mix and brand equity are as follows:

Boonghee Yoo et al. (2000) explored the relationships
between selected marketing mix elements and the creation
of brand equity. In their research, consumers’ perceptions of
five selected strategic marketing elements: price, store
image, distribution intensity, perceived advertising
spending, and frequency of price promotions were
investigated. One of the results in this study is as consumer
seen advertising more frequent, not only create higher brand
awareness and associations but also a more positive
perception of brand quality, which leads to strong brand
equity. The most influential factors which cause in
decreasing brand loyalty is decreasing number of perceived
advertising spending.

Other than that, this research find price promotion
makes consumers to infer low product quality. They believe
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that price promotion makes consumers to think only about

promotion and not about the utility provided by the brand.

The researchers also conclude that price promotions do not

enhance brand associations.

Villarejo and Sanchez (2005) tested the impact of
marketing communication and price promotion on brand
equity. The researchers collected the data in a sample group
of families which purchased durable goods. The significant
result of this study explained perceived advertising spending
showed a favorable causal relationship for three of the four
dimensions of brand equity. The higher the spending on
advertising for the brand, the better the quality of the
product as perceived by the consumer, the higher the level
of brand awareness and the more associations linked to the
product. However, company’s high perceived advertising
spending on a brand does not have a significant effect on
consumers’ loyal behavior towards the brand. Price
promotion as incentives to increase sales have been found to
have a negative effect on brand equity, perceived quality
and brand image.

Isabel Buil, Eva Martinez, And Leslie De Chernatony
(2010) tested the effect of advertising and sales promotions,
both monetary and non-monetary promotion, on brand
equity. Monetary promotion is like price-off, cents-off
coupons, rebates and non-monetary promotion is like
premiums & sampling. The researchers conclude that
perceived advertising spending has a positive effect on
brand awareness. However, it does not always increase and
enhance perceived quality and brand associations. The
result is explained by the fact that advertising spending can
reach a saturation point, a point where it cannot increase the
brand equity anymore.

The effect of sales promotions on brand equity differs
according to the type of promotional tool used and the type
of product categories. Interestingly, monetary promotions
were found to negatively influence perceived quality but
had a non-significant impact on brand associations whereas
non-monetary promotions had a positive effect on brand
associations and had a non-significant impact on perceived
quality.

Based on the research objectives,
hypothesizes the following:

e  Perceived advertising spending and price promotion
simultaneously have significant impact on brand
loyalty, brand awareness, perceived quality, brand
association, and brand equity

e  Perceived advertising spending and price promotion
individually have significant impact on brand loyalty,
brand awareness, perceived quality, brand association,
and brand equity.

the writer

RESEARCH METHOD

Al items in the questionnaire are measured on 5-point
Likert-type scales, with 1 = strongly disagree and 5 =
strongly agree. All of the responses are classified as interval
type of data since the researcher take average values of the
measurement scales to be further analyzed.



Al the variables in this study will be measured using
these measurement questions:

Perceived Quality (PQ) elements. ABC brand is a
very good quality product (quality judgment); ABC brand
offers products of consistent quality (quality judgment);
ABC brand offers very reliable products (quality judgment);
ABC brand is a quality leader within its category.
(superiority of the product as a whole compare to other
brands).

Brand Loyalty (BL) elements. I will buy ABC brand
again. ( purchase intention ); I will not buy other brands if
ABC brand is available at the store. (purchase
consideration); ABC brand would be my first choice.
(commitment); I consider myself to be loyal to ABC brand.
( positive attitude); I will recommend ABC brand to others.
(recommend to others)

Brand Awareness (BAW) elements. | am aware of
ABC brand brand (brand recognition); ABC brand is a
brand of Tea Industry I am very familiar with — (brand
recognition); | can recognize ABC brand among other
competing brands — (brand recognition); I know what ABC
brand looks like — (brand recall); When | think of Tea
Industry, brand ABC brand is the first brand that comes to
mind (Top of Mind).

Brand Association (BAS) elements. ABC brand is
good value for the money (brand as product); ABC brand
has refreshing personality (brand as personality); The
company which made ABC brand has trusted credibility
(brand as organization)

Perceived Advertising Spending (PAS) elements.
Advertising campaign of ABC brand can be seen
frequently; Advertising campaign of ABC brand can be
easily seen everywhere; | think ABC brand brand is
advertised more frequently, compared to competing brands;
In my opinion, the ad campaigns for ABC brand costs a lot
of money, compared to campaigns for competing brands.

Price Promotion (PP) elements. Price promotion for
ABC brand is frequently offered; Price promotion for ABC
brand can be found everywhere; | think price promotions
for ABC brand are more frequent than for competing
brands; I think price promotion of ABC brand , in general is
very good.

By looking at ABC brand’s target market which is
people with the age of 15-55 years (W. Hendra, personal
communication, February 28, 2014), the population is
restricted to the people who have this following criteria:
Living in Surabaya; All gender with the age range of 15-55
years old; At least once have ever seen the promotional
campaign for ABC brand; At least once ever consume ABC
brand. In addition, Tabachnick and Fidell (1996) provide a
comprehensive overview of the procedures used to
determine regression sample sizes. He suggests sample size
= 104 + m (m = Independent Variables). Thus using this
formula, minimum sample size needed in this research is
minimum 104 + 2 = 106. To collect the data, questionnaires
with 130 questions were distributed among customers.
Sample is collected by accidentally give the questionnaire to
the respondents is crowded places such as universities,
malls, department stores, and using online survey. In
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addition, the researcher selects respondents who have
certain characteristics, namely the respondent ever consume
and see promotional campaign of ABC brand. The sample
size of 130 customers was used to collect the data. Total
123 usable questionnaires were found to analyze the results.
Invalid questionnaires were removed from the sample. The
data further analyzed using IBM SPSS 21 program for
Windows.

The data in this research will be analyzed using
reliability test, validity test, linear regression and multiple
linear regressions. In addition, multiple linear regressions is
said to be a good model if they can fulfill classic assumption
test (Santoso, 2001).

To test the validity of the measurement tools, it can be
done by calculating the statements’ correlation value of
each the data wusing product moment technique
(Sudarmanto, 2013). Criteria that need to be fulfilled using
product moment test is by comparing the value of r
(coefficient correlation) calculated/tested with the r-table. If
rtested > r-table, we fail to reject HO or it means that the
measurement tools are valid (Sudarmanto, 2013).

In this research, Cronbach Alpha formula is used to
test the reliability of measurement scales. Generally, a
construct/variable can be classified as reliable if it gives
higher than 0.60 Cronbach Alpha (Santosa & Ashari, 2005).

To test the normality, Kolmogorov-Smirnov test is
used (Ghozali, 2011). Ghozali (2011) suggests that the
decision rule is, if the significant value of Kolmogorov-
Smirnov higher than the desired significant level (0.05), the
residual of the data is normally distributed.

There are two tools to test whether multicollinearity
exists in a regression model according to Ghozali (2011):
VIF (Variance Inflation Factor) and Tolerance value. If the
tolerance value is below 0.1 and VIF is higher than 10, thus
there is multicollinearity in the regression model. In
contrast, if the tolerance value is higher than 0.1 and VIF is
less than 10, thus there is no multicollinearity exist in the
regression model.

Heteroscedasticity test is conducted to check whether
the variance of residuals among separate observations are
different (Ghozali, 2011). To check the heteroscedasticity,
Spearman Correlation Coefficient is used (Sudarmanto,
2013). The decision rule is: the value of tested correlation
coefficient (r tested) should be compare with correlation
coefficient’s table (r-table) for df=N-1-1 and desired alpha
level (5%). If r tested < r-table thus HO is accepted or there
is no systematic relationship between the independent
variables and the absolute value of its residuals. It means
that heteroscedasticity does not exist.

In this research, Durbin-Watson test will be used to
check the existence of autocorrelation. Criteria that needs to
be fulfilled using Durbin-Watson (DW) test (Santoso,
2001):

DW value below -2 : positive autocorrelation occurs
DW value between -2 up to +2 : no autocorrelation occurs
DW value higher than +2 : negative autocorrelation occurs

Multiple regressions allow researchers to know which
independent variable is the best predictor of certain outcome
represented by the dependent variables (Pallant, 2005). This



method will used to analyze how strong perceived
advertising spending and promotion affecting brand equity
and each elements of brand equity. To test the accuracy of
the multiple linear regression function, it must be tested
using adjusted F-test, t-test, and R? test (Ghozali, 2011).

The equations can be seen as follows:

Y _1(BL)=a+p 11 (PAS)+p 21 (PP) +¢
Y 2(BAW) =+ B 12 (PAS)+p 22 (PP) +¢
Y _3(PQ)=o0+p 13 (PAS)+B 23 (PP)+¢
Y 4 (BAS) = o+p_14 (PAS)+ B 24 (PP) +¢
Y 5(BE)=a+p _15(AS)+B 25 (PP)+¢

Where :

Y = Dependent variables; BE = Brand Equity; PQ = Perceived
Quality; BL = Brand Loyalty; BAW = Brand Awareness; BAS =
Brand Association

o = Coefficient of intercepts

1 = Coefficient of first independent variable; PAS = Perceived
Advertising Spending

(32 = Coefficient of second independent variable; PP = Price
Promotion

& =Error Terms

To check the significant impact of more than 1
independent variable, F-test is used. The F-value is the ratio
of the mean squared of each term and mean squared error,
that is, F = MeanSq(xi)/MeanSq(Error). In this research,
hypothesis tested with the F-Test is as follows:

HO: pl=p2=...=pk=0

Hl: pl# p2#... #pk#0

As the research is using 95% confidence level,
therefore the significant level is 5%. If the significant value
is higher than 0.05 or the F-value is lower than F-table, we
fail to reject HO or it means that the independent variable
does not show a statistically significant relationship with the
dependent variable.

In addition, t-test is also use to measure the
significance of each independent variable in the regression
model. The hypotheses tested in t-test for this research are
as follows:

HO: k=0
H1: pk#0

The null hypothesis is rejected if the calculated t is
greater than t value for n-2 degrees of freedom or if the P-
value is lower than the typically 0.05 significant level
(Cooper & Schindler, 2011).

Finally, R? is used to see how many percent of the
dependent variable values can be predicted by the
independent variable (Cooper & Schindler, 2011). In this
case, the higher the adjusted R?, the better the model in
explaining the variability in dependent variable values.
Adjusted R? is preferred because it eliminates the bias due
to the number of independent variables (Ghozali, 2011).

RESULTS AND DISCUSSION
As the starting point the researcher will report the

result of validity and reliability analysis. For validity
analysis, Ghozali (2011) said that a questionnaire can be
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classified as a valid questionnaire if the value of r
(coefficient correlation) calculated/tested with the r-table. If
r tested > r-table, it means that the measurement tools are
valid (Sudarmanto, 2013). In this research 121 degree of
freedom is used, and the significant level of 5%, the r-table
is0.1777

For the reliability analysis the researcher measures the
reliability of the measurement items (instruments) using
Cronbach Alpha formula, a construct/variable can be
classified as reliable if it gives higher than 0.60 Cronbach
Alpha (Santosa & Ashari, 2005).

Looking at the data below, the questionnaire is valid
and reliable since it passed the validity and reliability tests.

Table 1. Summary of Validity Test Result

Measurement ltems Value of reses | Value of r-table | Conclusion

PQ1 0.680 0.1777 Valid

PQ2 0.542 0.1777 Valid

PQ3 0.679 0.1777 Valid

PQ4 0.636 0.1777 Valid

BL1 0.711 0.1777 Valid

BL2 0.651 0.1777 Valid

BL3 0.746 0.1777 Valid

BL4 0.746 0.1777 Valid

BL5 0.695 0.1777 Valid

BAW1 0.301 0.1777 Valid

BAW2 0444 0.1777 Valid

BAWS3 0.512 0.1777 Valid

BAW4 0482 0.1777 Valid

BAWS5 0.649 0.1777 Valid

BAS1 0.605 0.1777 Valid

BAS2 0.617 0.1777 Valid

BAS3 0.600 0.1777 Valid

PAS1 0.511 0.1777 Valid

PAS2 0.578 0.1777 Valid

PAS3 0.587 0.1777 Valid

PAS4 0.543 0.1777 Valid

PP1 0.553 0.1777 Valid

PP2 0.526 0.1777 Valid

PP3 0.520 0.1777 Valid

PP4 0.630 0.1777 Valid

Table 2. Summary of Reliability Test Result
Cronbach’s | Cronbach's Alpha-| N of (Conclusion
Variable Alpha tested Items
Perceived Quality 600 851 4 Reliable
Brand Loyalty 600 893 5 Reliable
Brand Awareness .600 724 5 Reliable
Brand Association .600 718 3 Reliable
Perceived Advertising 600 816 4 | Reliable
Spending

Price Promotion 600 836 4 Reliable

After passing reliability and validity analysis, multiple
linear regressions is said to be a good model if they can
fulfill classic assumption test. All the models are passing the
classic assumption tests after the researcher tested the
normality,  heteroscedascity, — multicollinearity, — and
autocorellation. After passing classic assumption test,
multiple linear regressions now are able to further analyzed
for F-test, t-test, and R? test.



Table 4. Summary of F-test Result

Signifi | Signifi
No Model cant cant Conclusion
value level
Y,(BL) _—

1 3 .000 0.05 significant
= 311 (4S) + B (PP) 9
Y;(BAW) N

2 3 001 0.05 significant
= P12(AS) + B2(PP) 9
Y;(PQ) .

3 3 .000 0.05 significant
= B13(4S) + Bo3(PP) 9
Y,(BAS) I

4 N .000 0.05 significant
= £14(AS) + Bo4(PP) 9
Ys(BE) _—

5 5 .000 0.05 significant
= P15(AS) + B,5(PP) ignif

Table 5. Summary of t-test Result

o [ P | g, |G | S | ST | o

1 Y1(BL) = a + B11(AS) + B,1(PP) + ¢
a | (PAS) | 271 | 2956 | 0004 0.05 significant
b (PP) 422 | 3522 0.001 0.05 significant
Y,(BAW) = a + B1,(AS) + +B,,(PP)e

2 a | (PAS) | 278 | 2755 | 0007 0.05 significant
b | (P) | 085 | 0845 | 0400 0.05 sign’;’itcam
Y3(PQ) = a + B13(AS) + B23(PP) + ¢

3 | a| (PAS) | 205 | 2071 | 0041 0.05 significant
b | ®P) | 224|224 | 002 0.05 significant
Y4(BAS) = a + B14(AS)+ B4 (PP) + &

4 | a| (PAS) | 189 | 1.960 0.052 0.05 signrifi.f:ant
b | (PP) | 304 | 3152 0.002 0.05 significant
Ys(BE) = a + B15(AS) + Bos(PP) + €

5 | a| (PAS) | 285 | 3084 0.003 0.05 significant
b | (PP) | 293 | 3175 0.002 0.05 significant

Table 6. Summary of Adjusted R? Result
No Model R? Adjusted R?

Y3(BL) = 11(PAS) + B, (PP) | 0.268 0.256
Y3 (BAW) = B,,(PAS) + Bpp(PP) | 0.109 0095
Y3(PQ) = 13(PAS) + Bp3(PP) | 0140 0.126
Y,(BAS) = B14(PAS) + f,,(PP) | 0188 0174
Ys(BE) = Bys(PAS) + B,5(PP) | 0255 0.242

Al |wWw|N|F-

Based on the result, the F significant value of the first
model is 0.000, or far below the significant level of 0.05.
Thus it can be said that perceived advertising spending and
price promotion have simultaneous significant influence on
the brand loyalty of ABC brand.

For the individual effect of perceived advertising
spending and price promotion on brand loyalty, the
researcher found out perceived advertising spending
individually has significant influence on brand loyalty (sig. t
= 0.004). In addition, price promotion individually also has
significant influence on brand loyalty (sig. t = 0.001). The
higher the perceived advertising spending and price
promotion spent by the company, the higher the brand
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loyalty is likely to be, or vice versa. Shimp (1997) also
believes that by reinforcing and focusing on the consumer’s
“brand-related beliefs and attitudes”, higher perceived
advertising spending will result in stronger brand loyalty.

The adjusted R? of the impact of perceived advertising
spending and price promotion on brand loyalty is
moderately low (25.6%) due to the fact that other factors
such as brand image and brand trust are not included in this
research to see the impact on brand loyalty (Rizan, Saidani,
& Sari, 2012).

Comparing the result of this study with previous
researches, there are several similarities and differences.
First, comparing this study with a research from Yoo et al.
(2000), it can be seen that the perceived advertising
spending also positively influence brand loyalty. The major
reason for a decrease in brand loyalty is the decrease in
perceived advertising spending. Compared to the second
research from Villarejo and Sanchez (2005), it is found out
that perceived advertising spending is not proven to have
influences on brand loyalty. This research has the object of
consumer goods (hon-durable) while Villarejo & Sanchez’s
study is examining the industry of durable goods (washing
machine). According to PT XYZ’s area sales manager,
Wong Hendra, compared to washing machine industry,
ABC brand is advertised more frequent (W. Hendra,
personal communication, May 10, 2014). Thus, in washing
machine industry, the producers might rarely advertise their
product that will lead to insignificant impact of perceived
advertising spending on brand loyalty. Most previous
researches found out that price promotion had no
relationship with brand loyalty Villarejo and Sanchez
(2005) believed that although price promotion encourages
consumers to make repeat purchases pattern, the consumer
loses interest in the brand after the first time they try the
product/brand. However, in this study the researcher found
out that price promotion has positive significant impact on
brand loyalty. The difference might be caused due to the
difference in the object of this study. Gustin (2014) has
found out that price promotion activities has significant
positive impact on brand loyalty of ABC brand.

Secondly, based on Table 4., the F significant value
in the second model is 0.001, or far below the significant
level of 0.05. Thus it can be said that perceived advertising
spending and price promotion have simultaneous significant
influence on the brand awareness of ABC brand.

For the individual effect of perceived advertising
spending and price promotion on awareness, the researcher
found out perceived advertising spending individually has
significant influence on awareness (sig. t = 0.007).
However, price promotion individually does not have
significant influence on brand loyalty (sig. t = 0.400). in
addition, the higher the perceived advertising spending, the
higher the brand awareness is likely to be, or vice versa.

However, only 9.5% of the variation in the brand
awareness toward ABC brand can be explained by the
variation in the perceived advertising spending and price
promotion as the independent variables. The other 90.5%
might be explained by other factors such as brand logo and
the logo itself (Lucy, 2013). Lucy (2013) also explained that



brand awareness was heavily influenced by brand and brand
logo. Both of them are very significant factor influencing
the brand awareness.

Comparing the result of this study with other three
previous researches, the result is similar compare to other
previous researchers. First, comparing this study with a
research from Yoo et al. (2000), it can be seen that the
higher the perceived advertising spending, the higher brand
awareness which leads to strong brand equity. For the
second related research from Villarejo and Sanchez (2005),
the result of this study also found out that perceived
advertising spending showed a favorable causal relationship
with brand awareness. In addition, brand awareness can be
achieved using the effort of a company’s marketing
communications toward brand equity. The third related
research from Isabel Buil, Eva Martinez, And Leslie De
Chernatony (2010) in which testing the effect of advertising
and sales promotions, both monetary and non-monetary
promotion on brand equity, and the result is the same. The
research also revealed that perceived advertising spending
has a positive effect on brand awareness. In contrast, as for
the price promotion, this study also did not found any
significant impact of price promotion toward brand
awareness. Shimp (1997) believes that price promotion
alone is not enough for increasing brand awareness.

Thirdly, based on Table 4., the F significant value in
the third model is 0.000, or far below the significant level of
0.05. Thus it can be said that perceived advertising spending
and price promotion have simultaneous significant
influence on the perceived quality of ABC brand.

For the individual effect of perceived advertising
spending and price promotion on perceived quality, the
researcher found out perceived advertising spending
individually has significant influence on perceived quality
(sig. t = 0.041). In addition, price promotion individually
also has significant influence on perceived quality (sig. t =
0.026).

However, since the adjusted R? of perceived
advertising spending and price promotion on perceived
quality is only 0.126, it means that there are other factors
influencing perceived quality. Yoo et al. (2000) suggested
that price is one of the major factors in influencing
perceived quality and to differentiate between a brand with
other brands. Furthermore, Yoo et al. (2000) and Buil,
Chernatony, & Martinez (2010) suggest that distribution
intensity, store image and non-monetary promotion such as
premiums & sampling are the significant factors influencing
perceived quality.

Comparing the result of this study with other three
previous researches, there are several similarities and
differences. First, comparing this study with a research
from Boonghee Yoo et al. (2000), higher perceived
advertising spending, it will results in higher perception of
brand quality, which leads to strong brand equity. It is also
found out in the second research from Villarejo and
Sanchez (2005), perceived advertising spending has
significant impact on perceived quality. Furthermore, price
promotion (price deals) also found to heighten the
perception of quality.
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However, the result of this study is different with
Yoo’s study since price promotion makes consumers to
infer low product quality which can mean that price
promotion is negatively significant in influencing the
perceived quality. It can be seen also in second related
research that price promotion also has negative influence on
perceived quality; it means that the higher price promotion,
the lower the perceived quality. The different might be
explained by the fact that there are some differences in the
consumer behavior. According to PT. XYZ’s HR manager,
Rizal Alamsjah, Indonesian consumer, especially consumer
in beverage products did not easily perceived a product as a
low quality product, when price discounts is offered (R.
Alamsjah, personal communication, May 15, 2014). The
result of this study is different from the third related research
which is coming from Isabel Buil, Eva Martinez, And
Leslie De Chernatony (2010). In their research, perceived
advertising spending does not always influenced perceived
quality. This is might be caused by the object of their study.
In their case, perceived advertising spending can reach a
“saturation point” where it does not significantly contribute
in increasing brand equity’s elements, in which one of them
is perceived quality (Chu & Keh, 2006). In contrast,
recently, PT XYZ has promoted ABC brand intensively
through several advertising channels (TV, Radio, and
Billboard), the respondents in this study might have seen
many advertisements recently and perceived ABC brand as
a high quality product (W. Hendra, personal
communication, May11, 2014).

Fourthly, based on Table 4, the F significant value for
the fourth model is 0.000, or far below the significant level
of 0.05. Thus it can be said that that perceived advertising
spending and price promotion have simultaneous significant
influence on the brand association of ABC brand.

For the individual effect of perceived advertising
spending and price promotion on brand association, it is
found out that perceived advertising spending individually
has no significant influence on brand association (sig. t =
0.052). In contrast, price promotion individually has
significant influence on brand association. (t = 0.002).

Perceived advertising spending has no significant
influence on brand association. This means the intensity of
ABC brand advertising has nothing to do with customer
association of ABC brand brand. Instead, content of ABC
brand advertising is probably the most important factor to
influence customer brand association. Buil, Chernatony, &
Martinez (2010) suggest that content of the advertising has a
crucial role since the main message to be communicated to
customers is embedded within it. This message will shape
what the customers perceive of the product’s attributes,
value proposition, personality and other attributes. Kotler
and Keller (2012) suggest that “associations are transferred
to the brand by linking it to some other entities” (for
example: a person, place, or thing). Thus, other factors like
choice of advertising media and brand ambassador featured
in the advertising could possibly contribute more to brand
association rather than the intensity of advertising
represented by perceived advertising spending.



Since the adjusted R? of perceived advertising
spending and price promotion on brand association is only
0.174, it means that there are other factors influencing brand
association. Durianto, et. all (2004: 69), believes other
possible factors which influence the brand association is
coming from the lifestyle or the personality of consumers,
direct and indirect competitors, and product class
(positioning). In addition, the sign of the coefficient in the
model shows a positive sign meaning that price promotion
positively influence brand association, or the higher the
price promotion spent by the company, the higher the brand
association is likely to be.

Comparing the result of this study with previous
researches, there are several differences. First, comparing
this study with a research from Yoo et al. (2000), it can be
seen that in their research, perceived advertising spending
significantly influence brand association. Contrast with the
first research, Isabel Buil, Eva Martinez, And Leslie De
Chernatony (2010) found out that perceived advertising
spending did not necessarily enhance perceived quality and
brand associations. Second, compared to the Yoo et al.
(2000) research, price promotion is found to have negative
relationship with brand association. However, in the next
related research (Buil, Chernatony, & Martinez, 2010)
monetary promotions had a non-significant impact on brand
associations. The results of their studies are different since
price promotion has significant positive effect on brand
association in this study. The differences in the result is
might be caused by the differences in the object of the study
and geographical location of the studies. Those previous
studies were conducted their research using durable goods
as the object, while this study is conducted using non-
durable goods as the object. Consumers who buy the brand
more frequently (non-durable) should have much stronger
associations in memory than those who buy the brand less
frequently (Romaniuk & Nenycz-Thiel, 2010). In beverage
industry, price promotion plays a vital role in increasing the
brand association (W. Hendra, personal communication,
May 15, 2014). Product with relatively cheap price and
good product quality (valuable product) is creating stronger
value proposition which lead to stronger brand association
(Aaker, 1991). In addition, since ABC brand is already in
the Indonesian market since 40 years ago, people who have
experienced consuming this product might have connected
to the brands’ “emotional and self-expressive benefits as
well as a basis for customer/brand relationships and
differentiation” (Aaker, 1991).

Finally, based on Table 4., the significant value for
fifth model is 0.000, or far below the significant level of
0.05 it can be concluded that perceived advertising spending
and price promotion have simultaneous significant
influence on the brand equity of ABC brand.

For the individual effect of perceived advertising
spending and price promotion on brand association, it is
found out that perceived advertising spending individually
has significant influence on brand equity (sig. t = 0.003).
Furthermore, price promotion individually also has
significant influence on brand equity (sig. t = 0.026). In
addition, the sign of the coefficients in the model show
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positive signs meaning that for perceived advertising
spending and price promotion both individually and
simultaneously, positively influence brand equity. In the
other words, the higher the perceived advertising spending
and price promotion spent by the company, the higher the
brand equity is likely to be, or vice versa.

Since the adjusted R? of perceived advertising
spending and price promotion on brand equity is only
0.242, it means that there are other factors influencing brand
equity. For the impact of perceived advertising spending
and price promotion on brand equity, Yuyanti (2012)
suggests that for beverage industry in Indonesia, line
extension is proven to be one of the most significant factors
affecting the creation of brand equity. Line extension is
creating other product with the same brand but adding or
changing the variance of the packaging, taste, volume,
functionality, etc. (Yutanti, 2012). Thus, the other 75.8%
factor in creating brand equity of ABC brand might be
caused by line extension factor. In addition, Yoo et al.
(2000) also suggest that a company should pay attention in
their products’ distribution intensity because this factor can
highly influence the creation of brand equity.

From those three related research, only Yoo et al.
(2000) and Villarejo and Sanchez (2005) which discussed
about the impact of perceived advertising spending and
price promotion on brand equity. The result of this study is
similar with Yoo’s result about the effect of perceived
advertising spending on brand equity, where perceived
advertising spending positively influence brand equity. The
result from Villarejo and Sanchez (2005) is different
compare to this study; they found out that perceived
advertising spending does not have significant influence on
brand equity. It might be explained due to the fact that other
marketing mix tools such as personal selling or direct
selling, sales’ reputation and after-sale service play more
important roles in increasing brand equity for washing
machine products (Kotler & Keller, 2012). However, when
it comes to price promotion, the result is different. They
found out that price promotion negatively influenced brand
equity. In this research, price promotion is found to have
positively influence on brand equity. This might be caused
by different object in both studies. Those previous studies
were conducted their research using durable goods as the
object while this study is conducted using non-durable
goods as the object. In the literature there is still some
discussion about the effect of sales promotions on brand
equity (Sriram et al., 2007). According to Hendra (personal
communication, May 11, 2014), consumers for beverage
products in Indonesia are very sensitive to the price and
think primarily for the short term benefit of a product. Rizal
(R. Alamsjah, personal communication, May 15, 2014) also
suggests that almost all beverages companies in Indonesia
are building their brand by giving a lot of promation, one of
them is giving price promotion (price off/discount). Thus,
the more price promotion offered to consumers, the
company hopes that it will result in higher brand equity.

In conclusion, the result of this study is actually
align with the company’s strategies in building their brand
equity. Brand equity of ABC brand is achieved and



maintained through intense promotion by using advertising
and price promotion (W. Hendra, personal communication,
February 11, 2014)

CONCLUSION

In the beginning of the research, the researchers have
developed the statements of research problem consisting of
five questions that need to be answered throughout this
research. Following them, ten hypotheses have also been
developed accordingly. The remaining part of the study is
then addressed to test these hypotheses. After gathering the
data and analyzing them using appropriate analytical
methods, the researcher is able to verify eight hypotheses
out of ten. This means that: (1) Perceived advertising
spending and price promotion simultaneously have
significant impact on brand loyalty, perceived quality, brand
awareness, brand association and brand equity. (2)
Perceived advertising spending and price promotion
individually have significant impact on brand loyalty,
perceived quality, and brand equity. The study, however,
could not confirm two hypotheses: (1) Perceived
advertising spending and price promotion individually have
significant impact on brand awareness; (2) Perceived
advertising spending and price promotion individually have
significant impact on brand association.

Based on the result of this study, there are several
managerial implications for managers. First, advertising is
proven to be an important marketing mix tool for
companies influencing brand equity especially in increasing
perceived quality, brand awareness as well as brand loyalty.
Second, price promotion also proven to be an important
marketing tool for companies influencing brand equity,
especially in increasing perceived quality and brand
association. Thus, PT XYZ should maintain their strategy in
building the brand equity through advertising and price
promotion.The findings of the study present suggestions for
managers of PT XYZ through which they can enhance
brand equity. Since perceived advertising spending can
directly affects brand equity, it is supposed to be the concern
of PT XYZ to develop effective advertisements to induce
brand equity toward the ABC brand brand.

However, due to a lot of new brands competing in the
tea markets, advertising spending perceived by consumers
improves brand equity but it is not enough to positively
influence the associations related to the brand. In this
context, companies should pay special attention to those
aspects related to the design or the content of their
advertising campaigns in the media, trying to develop
original and creative strategies. This can be done by
educating the customer about the quality and the benefits of
consuming ABC brand. For example, in all the
advertisements, ABC brand characteristics like no
preservative, no artificial coloring, and the first ready-to-
drink tea in bottle packaging in Indonesia market need to be
communicated.

In addition, in order to increase the brand equity of
ABC brand, PT XYZ should increase their promotional
activities. PT XYZ needs to advertise intensively and give
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price discount more frequent. Other than that, bundling
program need to be considered by giving special price for
buying old and the new packaging. This promotion can be
used as a tool to introduce and promote a new packaging for
the market. In addition, PT XYZ needs to fully utilize their
gerobak dorong. Gerobak dorong is one of PT XYZ’s sales
channels. This channel is very important since the sellers
can move easily to find PT XYZ’s consumers. There are
more than 1000 gerobak dorong in Surabaya area and can
cover all crowded places in Surabaya (R. Alamsjah,
personal communication, March 13, 2014).

There are several limitations to this research. First, this
study only examines the direct relationship between
perceived advertising spending and price promotion on each
dimensions of brand equity. Since brand equity dimensions
are closely interrelated, it would be useful to investigate
further the relationships between the brand equity
dimensions itself (Buil, Chernatony, & Martinez, 2010). In
this study, the researcher did not consider the mediating role
of each dimensions of brand equity. Second, in this
research, the result of adjusted R? for the five models are
moderately low. Thus, by looking at the result above, there
must be other factors that influence the dependent variables.
Third, the scope of this research is relatively small, the data
obtained might not reflect the whole behavior of PT XYZ
consumers in Indonesia. Furthermore, the object of this
study is limited to only one product category and one brand.

For further research, it is important to check the
relationship and roles of each element (dimensions) of
brand equity in the creation of brand equity. Structural
Equation Modeling (SEM) should also be used to check the
mediating variables. Structural equation modeling is used to
compare the theoretical model and the mediated model
(Hameed, 2013). In order to increase the brand equity of
ABC brand, PT XYZ should not only focus in increasing
the frequency of their advertisement and/or the price
promotion that have been proven to significantly improve
the brand equity of ABC brand, but also on the other factors
or variables that have not been included in this research.
Lastly, bigger coverage area should be considered, because
it is crucial to compare different consumer behavior across
different regions. In addition, a comparison study between
different industries could be made to test the impact of
perceived advertising spending and price promotion on
brand equity:
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