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Abstract

The aim of this study is to examine and verify the applicability of customer-based brand
equity model based on Aaker’s well-known brand equity framework from customers’
standpoint in the Indian large retailing. It is conceptualized that retailer equity is determined
by four dimensions-retailer awareness, retailer associations, and perceived retailer quality and
retailer loyalty. Mall intercept method is applied to choose and contact shoppers with the
structured questionnaire at the outlets of large Indian retailers. A total of 312 wvalid and
useable questionnaires are obtained, wherein responses are recorded on 5 point Likert-type
scale, with 1 being strongly disagree and 5 strongly agree. Then, the analysis was carried out
by Confirmatory Factor Analysis (CFA) and Structural Equation Modelling (SEM). Findings
of this study reveal that except retailer awareness, all the other three retailer equity
dimensions- retailer associations, perceived retailer quality and retailer loyalty have the
positive and significant influence on overall retailer equity. Among these, retailer loyalty is
found to be the most influential determinant of overall retailer equity. Thus, based up on the
results, it was confirmed that Aaker’s brand equity model is also applicable to the Indian
large retail industry. Hence, retailers should consider relative importance of these dimensions
while evaluating their overall equity. This study is of great interest for large retailers who
wish to increase their brands’ value proposition to the marketplace.

Keywords: Retailer equity, Retailer awareness, Retailer associations, Retailer perceived
quality, Retailer loyalty, Structural equation modelling, India
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1. Introduction

In recent years, with the emergence of private labels concept, retailers are making
considerable effort to increase their customer based brand equity by engaging in various
brand management activities. For example, retailers offer the market differential value with a
view to stimulate customer loyalty and so on. Building retailer equity increases revenue and
profitability by insulating retailers from competitors. Moreover, with the assortment of
consumer needs and wants, retailers have been forced to create various sustainable
competitive tactics. For this, retailers must have a good understanding of brand equity from
the consumers’ perspective (Taskin and Akat, 2010). Customer based retailer equity plays a
strategic role in determining customers’ purchase decisions and considered as the most
important concept in business and academic research (Kim, Kyung Hoon, et al. 2008)
because a positive customer-based retailer equity can help retailers in many ways, for
example, it generates greater revenue, lower the sourcing or manufacturing costs, and
increases profits and it will enhance the firm’s ability to expertise and charge more and
premium prices, and ultimately leads to the attainment of brand extensions (Keller, 2003).
Hence, understanding the customer based brand equity will help brand managers in gaining
competitive advantage over competitor brands and make wise management decisions. The
necessity for substantial evidence of consumer-based equity conception has directed to the
improvement of an extensive varied brand equity models. Thus, this study is aimed to verify
and examine the applicability and practicality of the Aaker’s well-known customer based
brand equity framework.

2. Review of Literature
2.1 Retailer Awareness

Brand awareness is the first and foremost important component of brand equity (Aaker, 1991;
Keller, 1993), it plays a prominent role in purchase intention as consumers like to buy a
product with which they aware of (Keller, 1993; Macdonald, E. K., & Sharp, B. M., 2000).
Keller (1993) points out that brand awareness further comprises two sub-dimensions: one is
brand recall and the other is recognition. Brand recognition plays a prominent role in forming
brand communication, in turn it helps a firm to communicate attributes related to the product
with which to associate them till a brand name is recognized. It will help consumers to
identify a brand from its competitors and make decision to purchase (Percy, L., & Rossiter, J.
R. 1992). As the brand holds good amount of brand awareness will certainly have a greater
amount of market share and a superior brand image (Grewal, et al., 1998) and it will be the
same instance with retailer brand. Hence, it was assumed that a retailer brand with higher
brand awareness will create a greater retailer equity. Thus the following hypothesis is
developed:

H1: Retailer awareness has positive and significant effect on overall retailer equity.
2.2 Retailer Associations

Brand associations are another important component of brand equity (Aaker, 1991; Keller,
1993) and a core part of Consumer Based Brand Equity (Romaniuk and Nenycz-Thiel, 2011).
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Aaker (1991) recommended that brand associations create positive attitudes and feelings
among consumers and could provide them value by providing the reasons for why consumers
should buy the product or service of the particular brand. Brand associations are a key
element in brand equity formation and management (Rio et al., 2001) and high brand equity
implies that consumers have strong positive associations with respect to the brand (Atilgan et
al., 2005). According to Tong, & Hawley, (2009), customer-based brand equity takes place
only when consumers are well-aware of a brand and carrying the favorable, unique brand
associations in their memories. Thus, it was assumed that, strong retailer associations form
the higher retailer equity and hence it is posited that;

H2: Retailer associations have positive and significant effect on overall retailer equity.
2.3 Perceived retailer quality

This is an another important dimension of brand equity (Aaker, 1991) and central aspect of
customer based brand equity frameworks (Farquhar, 1989; Keller, 1993; Aaker, 1996; Dyson
et al., 1996; Netemeyer et al., 2004). Zeithaml, (1988, p. 3) stated the perceived quality is in
fact, not the actual quality of the product, it is the subjective evaluation by consumers for the
product. Perceived means that the customers decide upon the level of quality, not the
company (Ogenyi Omar, 2009). According to the Burmann et al., (2009), for the
establishment of powerful brand, firms should measure the buyer's positive or negative
perception of a brand. Knowing how to perceive quality by consumers can provide important
advantages for businesses. Thus, it was assumed that, strong perceived retailer quality form
the higher retailer equity. Hence the hypothesis is posited that;

H3: Perceived Retailer quality has positive and significant effect on overall retailer equity.
2.4 Retailer loyalty

Brand loyalty is the most critical and important dimension of consumer-based brand equity
and it directs consumers’ intention to purchase the products repeatedly (David, A. Aaker.,
1991; Jung, J., & Sung, E., 2008). Brand loyalty is further consist of two sub-dimensions: one
is affective loyalty and the other one is action loyalty. Affective loyalty is formed out of an
accumulative satisfaction gained from previous usage experiences. But, it just represents that
the future purchase intention. Aaker (1991) emphasizes that brand loyalty complements
substantial value to a brand/firm and thus it helps in attracting and retaining the repeated and
as well new buyers in longer duration. Thus, it was assumed that, strong retailer loyalty form
the higher retailer equity. Hence, the hypothesis is posited that;

H4: Retailer loyalty has positive and significant effect on retailer overall brand equity.
3. Methodology

To test the above conceptualized research hypotheses, a research framework was designed
and conducted an empirical study on shoppers of large retailers in India. Mall intercept
method was employed to select the shoppers and collect their perceptions on conceptualized
retailer equity dimensions, which were developed from Aaker’s consumer based brand equity
framework. To collect the primary data, a research questionnaire was designed by including
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measurement items of consumer based brand equity scale (see the table 1) comprising of four
exogenous constructs (retailer awareness, retailer, perceived retailer quality and retailer
loyalty and an endogenous construct (overall retailer equity), which were adopted from
previous literature and extended to retail industry. Responses were recorded on 1 5-point
Likert scale where 1= strongly disagree and 5= strongly agree. Total of 450 shoppers were
requested to participate in the survey but only 312 agreed and filled the questionnaires. It
shows 69 percent of response rate. According to Hair et al., (2010), a sample size of 200 or
more is enough for developing structural equation models and thus it is fulfilled in the study.
Then, the analysis was carried out by employing structural equation modelling statistical
technique on AMOS 21v. Anderson’s (1988) two-step approach is applied. In the first step,
measurement model is analyzed in order to ensure constructs’ adequate reliability and validity
by using confirmatory factor analysis. In the second step, the proposed hypotheses related to
the constructs are tested by using structural equation modeling. This study followed the
model fit criteria recommended by Hair et al., (2010).

4. Results
4.1 Demographic characteristics of the respondents

As the study was conducted on total 312 respondents, male and female respondents forms 62
percent (n = 193) and 38 percent (n = 119) respectively. Majority (78 percent) of the
respondents’ income level was above T 20000. 45 percent (n = 140) possess graduation
degree, 74 percent (n= 230) are in age group of 21-45 year, 36 percent (n=112) were the
regular buyers. Thus the present study has the well composition of samples’ demographical
characteristics.

4.2 Reliability and validity analyses of measures

In order to examine the internal consistency of the items, reliability of the scale used in the
study was tested by using Cronbach’s’ alpha method for each dimension and overall together.
Items with Cronbach’s ’coefficients greater than 0.7 were only retained in the study.
Cronbach’s’ coefficients of all the five constructs were found between the range of 0.82 to
0.921 after deleting 2 items. Finally 16 items were included and retained for the analysis.

4.3 Results of measurement model

Confirmatory factor analysis (CFA) was performed for the five constructs in order to examine
the convergent and discriminant validity of respective constructs by employing AMOS 21v.
The values the model fit indices found within the acceptance limits suggested by Hu, L. T,
& Bentler, P. M.,( 1999); Knile, (2005); Lia et al., (2007); Hair et al., (2010) ; Awwad and
Agti ,( 2011). The values of absolute fit measures indices of measurement model were found
in the acceptable limit. Where, Chi-Square = 286.95 and significant at 138 Degrees of
freedom. Thus y2/df = 2.079, Goodness of Fit Index (GFI) = .941 and Root Mean Square
Error of Approx. (RMSEA) = .048. Similarly, the values of incremental fit measures were
also found in the limit of acceptance. Where, Adjusted Goodness of Fit Index (AGFI) =916,
Normed Fit Index (NFI) =951, Incremental Fit Index (IFI) =.959, Tucker—Lewis Index (TLI)
=.961 and Comparative Fit Index (CFI) =.963. Loadings of all the factors were significant
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and in the range between 0.70 and 0.93, which were considered as good loadings and were
shown in the table-1.

Table 1. Result of Confirmatory factor analysis

Construct Loadings t-value P-value

Retailer Awareness(source: Aaker, (1991) and Yoo et al., (2000)

RAWI: When I see X , some characteristics of X come to my mind quickly 0.882 19.530 HoHE
RAW?2: I can recognize X quickly among other
0.856 fixed o
competing brands
RAW3: I am familiar with X brand 0.849 18.788 Ak
Retailer Associations (source: Aaker,(1991); Keller, (1993) and Pappu et al. , (2005)
RASI:, comparing to competing brands, X has
0.922 25.879 ok
very unique brand image
RAS2: I respect and admire people who buy at X 0.931 26.462 HHE
RAS3: I like the brand image of X 0.880 fixed o
RAS4: 1 like and trust the company, which makes X
0.917 25.558 HxE
Products
Perceived retailer quality ( source: Aaker,(1991) and Pappu et al., (2005)
PRQ1: I trust the quality of products available at X 0.761 fixed o
PRQ2: Buying products from X would be of very
0.791 14.262 HxE
good quality
PRQ3: X offer products with excellent features 0.867 15.049 oA
Retailer Loyalty (source: Yoo et al., 2000 and Pappu et al., 2005)
RL1: If the required product is not available at X
store, I would not go and buy it at other brand 0.923 28.270 HoHE
stores
RL2: I consider myself to be loyal to X 0.877 25.172 HoHE
RL3: X would be my first choice 0.928 fixed o
Overall Retailer Equity (source : Yoo et al., 2000)
ORE1: Even if another brand has the same features as
X, I would prefer to buy X 0.707 fixed T
ORE2: If another brand is not different from X in any
sk
way, it seems smarter to purchase 0.711 10.266
ORES3: X is more than a product to me 0.733 10.348 ok

Notes: X represnts the specific brand; — represents the path parameter was fixed to 1, therefore, t-value were not presented.
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4.3.1 Convergent and discriminant validity

Convergent validity tests the internal consistency of items within a construct. I other words,
there should be strong correlation between items and corresponding construct and weak with
the others. It was assessed by composite reliability (CR) and the average variance extracted
(AVE). A convergent validity is said to be established when it follows two criteria. Firstly, the
composite reliability of each factor should be greater than the average variance extracted by
that factor (CR > AVE); secondly, the value of composite reliability of each factor should be
more than 0.70 and the average variance extracted by that factor should be more than 0.50
(AVE > 0.50). The composite reliability of all the five constructs were between 0.77 and
0.898 and the AVE of each constructs were between 0.51 and 0.671 which were above the
acceptable limit (see the table-2a). Hence, all the five constructs followed convergent validity.

Table 2a. Convergent validity analysis of the constructs

Convergent validity

CR AVE MSV ASV
Retailer awareness 0.868 0.647 0.171 0.088
Retailer association 0.898 0.671 0.151 0.094
Retailer Loyalty 0.802 0.560 0.128 0.072
Perceived Retailer quality 0.774 0.501 0.171 0.150

Similarly, the discriminant validity of the scale can be evaluated by two methods, either
inter-construct correlation matrix or based up on variance extracted method. In the first
method, there should be weak correlation with other constructs and highest correlation with
the same construct. This criteria was met for this study (see table 2b). On the other hand,
Maximum Shared Squared Variance (MSV) of each construct should be lesser than Average
Variance Extracted (AVE) of corresponding construct and similarly, Average Shared Squared
Variance (ASV) should be lesser than Average Variance Extracted (AVE). This criteria was
also met in this study (see table 2a).

Table 2b. Discriminant validity analysis of the constructs

Discriminant validity
Retailer Retailer Perceived
awareness Retailer association Loyalty retailer quality
Retailer awareness 0.804
Retailer association 0.262 0.819
Retailer Loyalty 0.160 0.251 0.748
Perceived Retailer quality | 0.413 0.389 0.358 0.708
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4.4 Structural Equation Modeling

After obtaining convergent and discriminant validity besides achieving good model fit
indices of measurement model, then moved further to test the hypothesized relationships of
conceptual model by employing structural equation modelling (see the Figure 1). It was
observed that all the four dimensions constitute for 59 percent of total variance in overall

retailer equity.

RAWA -
. S L ARetallel’
o8 wareness
RAWS3
25
RAST
092 0,0‘9
RAS2 = Retailer ok
0.88 Association ;
RAS3 4o, 0,75,
RAS4 2 [0.16 Overall on ORE1
Retailer 07
RPQ1 087 njgﬂ Equ“y 071 ORE2 .
Rerailer
RP2 l@—— Perceived | [0 ORE3 7
077 T
quality T
RPQ3 o
1
RL1
0.92
RL2 e Retailer
092 Loyalty
RL3
Figure 1. Results of Structural Equation Model
4.5 Hypotheses testing

The Results of structural model were able to support the statistically significant relationships
between all the three exogenous constructs except brand awareness and overall retailer equity
constructs (see table-3). It means except retailer awareness, all the three retailer equity
constructs-retailer associations, retailer loyalty and perceived retailer quality have direct and
significant effect on retailer overall equity. Among all the four dimensions, retailer loyalty has
stronger and significant effect (f= 0.323, t = 4.815, p= 0.000<0.001) on retailer equity. On
the other hand, retailer awareness has a weak and insignificant effect (B= 0.086, t =1.348,
p=.178>0.001) on overall retailer equity (see the table 3).
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Table 3. Result of hypothesized paths analysis

Std. Std.
Hypothesized Path t-value P Result
Estimates Error
H1 Retailer awareness — Overall retailer equity 0.086 0.058 1.348 178 NS
H2 Retailer association — Overall retailer equity 0.150 0.058 2.355 .019 S
H3  Perceived retailer quality — Overall retailer equity 0.193 0.086 2.534 .011 S
H4 Retailer loyalty — Overall retailer equity 0.323 0.061 4.815 ok S

Note: S= Supported, NS = Not supported, ***=P<0.001

5. Discussions and managerial implications

This study has adopted a verification approach to verify the applicability of brand equity
frame work proposed by Aaker available in the existing literature by extending it to retail
industry in India. The empirical data and statistical tests used for the present study has
provided enough support for positive and significant impact of retailer associations, perceived
retailer quality and retailer loyalty on overall retailer equity but not for retailer awareness.
Thus, findings of this study was in line with the previous studies, such as Yoo et al. (2000),
Kim and Kim (2004), Eda Atilgan and et al. (2005) and Xiao and Jana (2009) which were
carried on in various industries. Hence, Aaker’s brand equity frame work can be applicable to
retail industry too.

Following implications can be derived from this study. Marketing managers should
concentrate on tacking the retailer equity dimensions and in particularly retailer loyalty
related activities on a continuous manner. By tracking the progress of brand equity and
loyalty related activities over time, managers can be able to understand and estimate the
effect of their efforts in long run. Similarly, it also has theoretical implication as the existing
consumer based brand equity was verified with a fresh look in the context of India, which is
one of the leading emerging economies in the world. Hence, findings of this study will be the
great interest for the retailers, who wish to increase their brand equity with a view to increase
market share, sale, and profits and so on. Thus, this study has both theoretical and practical
implications in the field brand equity.
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