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Abstract

Sponsorship has become a multi-billion dollar industry, with sport accounting for over
70% of expenditure. Despite the growth in the use of sponsorship as a communications
tool, the development of academic understanding has been slow and dominated by
descriptive studies. Therefore, this study contributes to the growing body of knowledge
concerning how sponsorship works, through the application of the theoretical
framework of consumer-based brand equity to the domain of sports sponsorship.

Following a comprehensive review of the varying conceptualisations put forward in the
literature, a four-factor model of consumer-based brand equity was adopted, with the
corresponding measurement tool modified, as a result of pilot studies, to fit the
sponsorship context.

This study empirically tests the contribution of sports sponsorship to elements of
consumer-based brand equity using six sponsored events across three sports. In line
with much previous sponsorship research, a quantitative methodology was employed,
using a self-administered questionnaire. Responses from spectators exposed to the
sponsorship stimuli are contrasted with those from a comparison sample not present at
the sporting events. '

The results obtained indicate that sports sponsorship is a legitimate communications
vehicle for building consumer-based brand equity. Differential results were found for
the three sponsoring brands. The findings indicate that, in the case of newly launched
brands, sponsorship alone is insufficient to go beyond brand awareness and build brand
equity. Several reasons for the different levels of success between sponsors are
explored in the thesis, however a dominant theme is the strength of association between
the sponsor and the sponsored property.

This thesis has moved forward the level of knowledge concerning the ability of
sponsorship to contribute to brand building objectives and, therefore, acts as a
springboard for future studies, particularly examining the conditions under which the
impact of sponsorship is optimised.
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CHAPTER 1: Introduction

Chapter 1: Introduction

1.1 Introduction

* This thesis will respond to the question, ‘what contribution, if any, does sports event
sponsorship make to consumer-based brand equity?’ This chapter will begin by |
presenting the context in which the research took place, including definitions of key
terms. The relevance and importance of the study will then be discussed, before a brief
overview of the sponsored events at which data was collected. The aims and objectives
of this sfudy will then be présented. The chapter will close with a descriptioﬁ of the

structure of the thesis, providing a roadmap through the subsequent chapters.

1.2 Research Context

Sports sponsorship represents a growing field of interest to both practitioners and
academics, with sponsorship expenditures growing exponentially over the past 20 years,
both in the United Kingdom and worldwide. The sponsorship marketplace in 2007 is
characterised byl a greatef focus on gaining a measurable return on the marketing
investment, thus there has been an increased interest in exploring the dynamics of how
sponsorship works. It is within this broader context that this piece of reéearch took

place.




CHAPTER 1: Introduction

One of the major hurdles facing the development of sponsorship understanding is the
lack of a single, wideiy accepted definition. Sponsorship is differentially seen as,
amongst other things, placing a brand name/logo on team shirts or pitch-side hoardings,
providing goods in kind, or, most promisingly, as a guiding tileme for the integration of
a brand’s marketing communications activities. A broad, comprehensive definition is

provided by Meenaghan (1991a, p. 36), who claims that:

"Commercial sponsorship is an investment, in cash or in kind, in an activity, in
return for access to the exploitable commercial potential associated with that
activity."
The above definition captures the complex nature of sponsorship and the two-way
relationship that exists between the sponsor and the sponsored property. While this’
definition refers simply to “commercial sponsorship”, there are several types of
sponsorship, such as event, team, individual, venue and broadcast sponsorship, each of
which can be considered as a valid area for study. The focus of this study is event

sponsorship, that is title sponsorship of a particular sporting event or competition. An

overview of the events studied is presented below in section 1.3.

Event sponsorship is perhaps the most prevalent type of sponsorship and as such is one
of the most widely recognised by consumers. Equally, e;vents facilitate access to
spectators exposed to the sponsorship, for primary research purposes, which is why this
study specifically investigated event sponsorship. A glance at any sporting event

reveals a plethora of brands involved in sponsorship, however there is a particular
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concentration of telecommunications, financial services and car manufacturer brands

who make extensive use of the medium of communication (Fénton, 2005).

While sponsorship represents the context for this study in terms of the marketing
communications tool adopted, the theoretical framework applied is that of consumer-
based brand equity. As will be discussed at length in Chapter 3, consumer-based brand
equity is one branch of wider brand eﬁuity, which is viewed as the value inherent in a
brand. Financial brand equity, as its name suggests, is primarily connected with placing
a valuation on a brand for accounting purposes and is, as such, largely an internai
concern of brand owners. In contrast, consumer-based brand equity lies in the minds of
consumers. This thesis adopts a consumer-focussed approach to the study of brand
equity, thus implying the adoption of the theoretical framework of consumer-based

brand equity.

. As with sponsorship, fhere is a lack of one single accepted definition of consumer-based
brand equity, with many authors proposing different conceptualisations. Equally, the
terminology used within the field of brand équity is not universal. The debate
concerning the nature of consumer-based brand equity ié examined in detail in the

‘ review of extant literature, thus this chapter will present a definition which will be

expanded upon and justified in Chapter 3.

“Brand equity is a set of brand assets and liabilities linked to a brand, its name
and symbol, that add to or subtract from the value provided by a product or
service to a firm and/or that firm’s customer.” (Aaker, 1991, p. 15)
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Within his wider model, Aaker (1991) claims that brand equity comprises brand
awareness, brand associations, perceived quality, brand loyalty and other proprietary
brand assets. The first four elements are considered to reside with the consumer, while
other proprietary brand assets refer to resoﬁrces held by the brand owner. While, as
mentioned above, there is not one globally accepted definition of consumer-based brand
equity, studies validating the Aaker (1991) model have converged on a 3 or 4 factor
conceptualisation, thus supporting this particular definition.

In the strongly competitive global marketplace, building brand equity is increasingly
important to brand owners and many tools are employed in order to achieve such
objectives. The use of sponsorship to build consumer-based brand equity is thus the

focus of this study.

1.3 Sponsored Events

In order to achieve the research aims and objectives presented below in section 1.5, this
thesis studies three sports event sponsorships representing a mix of sports and sponsors.
The rationale for the selection of sponsored events is discussed in detail in Chapter 4
and specific information about the events and the sponsors is included in the relevant

results chapters, therefore this section will offer only a brief overview of the events.

The first event studied is the World Indoor Bowls Championships, held in Norfolk in
January 2007. This event comprised two separate sponsored events, the Potters World
Indoor Bowls and the engage Ladies World Matchplay. As such, this particular event

represented an example of a multi-sponsor environment; however, for the purposes of
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the research, the individual events were considered separately. The World Indodr
Bowls Championships is one of the premier events on the bowls calendar, attracting
players from across the world. Potters Leisure Resort is a 5* holiday village offerivng a
range of leisure breaks, with particular emphasis on entertainment and bowls. Thus, the
Potters sponsorship took the form of providing the venue for this event. As such, this
sponsorship presented the oppo.rtunity to explore the use of sponsorship to offer product
sampling opportunities as, by attending the event, spectators were experiencing Potters
Leisure Resort and its associated facilities. The other sponsor, engage, is a financial
services organisation, offering insurance, sa\}ings and investments products. The
engage brand was launchéd in 2005, therefore this sponsorship was selected in order to

examine the brand building impact of sponsorship for new brands.

The second sponsorship studied in this thesis is the Norwich Union Grand Prix athletics.
Research was conducted at the Norwich Union Indoor Grand Prix in Birmingham in
February 2007 and at the Norwich Union (outdoor) Grand Prix in Sheffield in July
2007. The Norwich Union Grand Prix athletics meetings are both high-profile
international track and field events, attracting é world-class field of athletes. The events
are also televised live on national terrestrial television. Norwich Union, the main
sponsor qf UK athletics, is the leading insurance provider in the United Kingdom. The
Norwich Union brénd is vx;ell established within the marketplace, thus this sponsorship
offered the opportunity to examine thé impact of sponsorship for a well-known brand.
As Norwich Union is the primary sponsor of UK athletics, this sponsorship also

facilitated research into the effect of sponsorship for one dominant sponsor of a sport.
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Finally, the third event studied was the Natwest Pro40 one-day domestic cricket
tournament. Research was conducted at two matches: Nottinghamshire .v.
Northamptonshire at Trent Bridge, Nottingham in August 2007 and Lancashire .v.
Nottinghamshire at Old Trafford, Manchester in September 2007. These events formed
part of the wider league format of the competition. Certain matches within the
tournament are televised live on satellité television, however neither match at which
research was undertakén was televised. Natwest is a well-known high street bank
offering a full range of financial servipes and has been involved in cricket sponsorship
vfor over 20 years. The Natwest Pro40 competition is one of many cricket events, both
international and domestic, all with different sponsors. Therefore the Natwest Pro40
sponsorship represents not only the opportunity to explore the impact of event
sponsorship on brand equity for an established brand, but also to examine the effect of

being a sponsor in a cluttered sponsorship environment.

With the exception of Potters, all of the sponsor‘s are from the financial services sector,
which facilitates comparison between the different events. The predominance of
financial services providers is also representative of the modern UK sponsorship
marketplace. The thesis makes use of multiple events in order to examine the
hypotheses proposed in Chapter 3. Equally, the use of multiple events provides a
broader empiriicalkbase for the research findings, thus aiding the reliability and validity

of the study as a contribution to sponsorship knowledge.
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1.4 Relevance of the Study

The pufsuit of brand equity objectives is at the forefront of much marketing activity,
particularly in increasingly homogenous markets where differentiation on product
attributes has been made difficult by widespread adoption of new technologies. Once
the staple of marketing communications activity, advertising has seen a recent
downturn, frequently blamed on the difficulty of getting a message across in a heavily
cluttered media marketplace. This 1s widely seen as a primary driver of the growth in
sponsorship activity (Roy and Cornwell, 2004; Gardner and Shuman, 1987).

However, the growth in the practice of commercial sponsorship has not yet been
matched by detailed academic understanding. Numerous studies have explored the
objectives achieved through sponsorship, with a particular focus on awareness (Easton
and Mackie, 1998; Quester, 1997) and image benefits (Lardinoit and Quester, 2001;
Javalgi et al, 1994), largely concluding that sponsorship can play a role in building both
awareness and associations. Ip extension of this, Roy and Cornwell (2004; 2003) used
brand‘equity as a conceptual framework in assessing sponsorship. However, these
studies used brand equity as an independent variable, investigating its impact on
sponsorship success. Thus, this study is predicated upon the weight of evidence from
previous research (see for example, Cliffe and Motion, 2005; Cornwell, Roy and
Steinard, 2001) indicating that sponsorship may be able to con‘tribute to the elements of

consumer-based brand equity.

Cornwell, Roy and Steinard (2001) examined the contribution of sponsorship to brand

equity from a managerial perspective, finding a greater perceived contribution to
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general elements (brand awareness, brand image and corporate image) than to
distinctive elements (cdmmunicating brand personality, differentiating from
competitors, developing an image of quality and building brand loyalty). Therefore, the
_current study builds upon these findings to explore the impact of sponsorship on
consumer-based brand equity when measured from the consumer, rather than the
managerial, perspective. The need to explore the contribution of sponsorship from a
consumer perspective has been identified by both Roy and Cornwell (1999) and Ashill,
Davies and Joe (2001). Thus, building upon findings in a managerial context, this study
responds to an identified research need to further the level of understanding of how

sponsorship works.

As such, by contributing to the growing body of knowledge on how sponsofship works,
this study has application in both academia and commercial practice. The transfer of
knowledge and understanding between academic and commercial organisations should
represent one of the growing areas of sponsorship-related activity in coming years.
Therefore, this study took place partly in response to an identified need to further
understand the nature of sponsorship, in order to legitimise it as an academic subject

and to facilitate a more theoretical approach to its study.

The sponsorship arena worldwide is dominated by sport, representing over 50% of UK
(Mintel, 2006) and 66% of North American sponsorship expenditure (IEG, 2007a).
Therefore, it is crucial to gain a stronger understanding of the role of this
communications vehicle in achieving brand-related objectives. Sponsorship is also

beginning to play a wider role in the societal and political context in the United
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Kingdom in 2007 with the forthcoming London 2012 Olympic Games, which will
represent one of the greatest arenas for sponsorship on a worldwide scale. Mintel
(2006) predicts that the London 2012 Olympic Games will add £700 million to the UK

sponsorship market between 2006 and 2012.

As sponsorship enters the mainstream arena of debate it is important for the medium to
be able to offer proof of its value to both sponsors and event organisers. Consequently,
by contributing to the level of understanding and providing tangible evidence of the
benefits of sponsorship, this thesis will assist in placing sponsorship'on a better footing
in comparison with more established marketing communications tools such as
advertising, which have been the focus of extensive academic and commercial research

activity.

1.5 Research Aims and Objectives

As stated above, the primarybresearch question to be answered in this thesis is ‘what
contribution, if any, does sports event sponsorship make to consumer-based brand

equity?’ In line with the above research question, the main aim of this research is:

e to examine the impact of sports event sponsorship on consumer-based brand

equity.

In order to achieve this aim, it is necessary to devise several more specific objectives,

which will combine to provide empirical results to answer the research question.
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Detailed hypotheses are presented at the end of the review of the extant literature in
Chapter 3, therefore these objectives provide an indicator of the specific areas of

investigation to be pursued in this thesis. The objectives of this thesis are:

e to chart the evolution of the sponsorship environment and to explore the
development of knowledge of sponsorship;

e to examine the extant literature on brand equity and select an appropriate
theoretical framework for this study;

e to select an appropriate methodology in order to apply the theoretical framework

| of brand equity to the sponsorship context;

e to empirically test the impact of sports sponsorship on the elements of
consumer-based brand equity in line with the chosen theoretical framework;

e to apply existing theory to the empirical results in order to identify conditions

under which sponsorship is most effective.

The event sponsorships studied in this thesis will provide data to explore the above aims
and objectives, allowing conclusions to be drawn as to the effectiveness of sports
sponsorship at building consumer-based brand equity. Equally, reference will be made
to existing sponsorship-related literature in order to analyse reasons behind the
empirical results, for example, to identify whether an effect is generalised across the
range of sponsorships or whether there are specific conditions which must be met in

order for sponsorship to build consumer-based brand equity.
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1.6 Structure of the Thesis

Figure 1.1 below summarises the structure and contents of this thesis.

Figure 1.1 Structure of the thesis

Theoretical Empirical .
> Context . >Framework >Methodology> Results >Con_clus10ns

Chapter 1: Chapter 3: Chapter 4: v Chapter 5: Chapter 8:
Introduction Literature Methodology World Bowls Discussion
Review '
Chapter 2: Chapter 6: Chapter 9:
Sponsorship UK Athletics Conclusions
Context
Chapter 7:
Pro40 Cricket

The thesis commences with a cofnprehensive contextual discussion of the history and
development of sponsorship (C‘hapter 2), including an in-depth examination of perhaps
the most valuable sports sponsorship commodity worldwide, the Olympic Games. The |
chapter then proceeds to discuss the varying definitions of sponsorship postulated in the
literature, before selecting and justifying the definition to be used in this thesis. The
final section of the chapter explores the current understanding of sponsorship, tracing
the development of knowledge from early descriptive studies to the present day research
priorities. Therefore, the chapter goes beyond simple contextual detail to examine the

theoretical approaches previously taken to the study of sponsorship.

11



CHAPTER 1: Introduction

Chapter 3 presents >the theoretical framework for this thesis, firstly examining the
concept of ‘what is a brand?’ befor.e exploring the theoretical construct of brand equity.
The distinction is drawn between financial and consumer-based brand equity, and a
comprehensive review of the concept of consumer-based brand equity is undertaken,
including the selection of a defined theoretical framework for this thesis. The chapter
then explores the jndividual dimensions of consumer—based brand equity. A discussion
of the measurement of brand equity follows, concluding with the selection of a brand
equity measurement tool for this study. The final two literature-based sections of the
chapter cover the role of marketing communications in building brand equity and a
review of the extant literature concerning sponsorship and consumer-based brand
equity. Thus, the thesis begins to merge the contextual and theoretical detail of
sponsorship from Chapter 2 with the wider brand equity conceptual framework. From
this, the contribution to knowledge of the thesis is proposed and research hypotheses are

postulated.

Followingv on from the discussion of the theoretical framework, Chapter 4 presents the
methodology for this thesis, commencing with an overview of the philosophical
underpinnings of the study, followed by a discussion of the research design adopted.
Issues of reliability and validity are addressed, along with a detailed presentation of the
data collection instrument employed. The chapter continues ‘with a discussion of the
pilot test conducted and the implications of this for the main data collection phase of the
reseéfch. The sampling strategies adopted are also presented in Chapter 4, along with a

review of the data analysis techniques employed.
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Chapters 5, 6 and 7 present the empirical results for the bbwls, athletics and cricket
events respectively, each beginning with an overview of the events and sponsors.
Results are presented in each chapter on a variable by variable basis, With, where
applicable, event-based and comparison sample groups being compared on the
individual dimensions of consumer-based brand ‘equity. Descriptive and inferential
statistics are employed in order to test the hypotheses postulated in Chai)ter 3. Dataon
sponsorship awareness for the event-based samples are also presented, along with

indicators of brand preference as a result of sponsorship exposure.

Chapter 8 provides a comprehensive discussion of the primary data presented in
Chapters 5, 6 and 7, developing a link between the theoretical framework and the
empirical results. The chapter begins with a discussion of sponsorship awareness,
before moving to the dimensions of consumer-based brand equity: brand awareness,
brand associations, perceived quality and brand loyalty, and finally to the impact of
product trial on the effectiveness of sponsorship. The chapter is structured around the
research objectives, thus each sporting event is discussed within the theoretical context
of the hypotheses proposed. Chapter 8 concludes with a summary diagram of the
hypotheses postulated, indicating whether or not they were supported ifl the case of each

individual sponsored event.

The final chapter of the thesis (Chapter 9) provides a summary of the findings of this
study in relation to the research aims and objectives outlined above in section 1.5.
Chapter 9 also addresses the limitations of the study and outlines the contribution to

knowledge made by this thesis. The chapter concludes with a discussion of areas for
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future research arising as a result of this study. This completes the circle from the
adoption of a theoretical framework through a discussion of the results and implications
to the proposal of additional projects which will build upon this thesis and contribute to

the wider body of sponsorship knowledge.
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Chapter 2: Sponsorshin Context

2.1 Introduction V

Sponsorship, and particularly sports sponsorship, is a form of communication which has
transcended the marketing literature and entered the domain of public debate concerning
the commercialisation of sport. It is rare that a week passes without a new sponsorship
deal being announced and as sﬁch, sponsorship has gained a certain prominence in
modern society. This chapter will begin by charting the development of sponsorship as
a tool of marketing communications, ih terms of crude expenditure, and the reasons

behind the spectacular growth which has occurred.

Following on from the growthAof sponsor’ship,vthe chapter will then address the thorny
issue of defining sponsorship. Despite its status as a major compc;nent of the marketing
commﬁnicatio’ns mix, there is a general lack of consensus on exactly what constitutes
sponsorship. Therefore, a critique of proposed definitions will follow, Wlth the aim of
adopting a working definition for the current study. The chapter will conclude by
charting the development of academic understanding of sponso;g;hip, critically

evaluating the approaches taken and identifying current research priorities.

While this chapter should not be seen in isolation, it represents a general introduction to
the field of sponsorship before the theoretical discussion of conceptual frameworks of

brand equity in Chapter 3. However, given the multi-dimensional nature of research in
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sponsorship and marketing in general, there are elements of cross-over between this and
subsequent chaptérs. Every attempt has been made to adopt a logical structure based
upon the development of knowledge into sponsorship and brand equity. Consequently,
some arguments briefly touched upon in this chapter are more thoroughly tackled in
Chapter 3 and this is acknowledged in the text as appropriate. The aim of this chapter,
therefore, is to provide a thorough overview of sponsorship as a marketing tool and to

detail the development of understanding up to the present day.

2.2 History of Sponsorship

Sponsdréhip has its roots in Ancient Rome where patriarchs used to sponsor chariot
races and gladiatorial contests (Head, 1981; Ferkins and Garland, 2006). However, in
its modern sense, the first recorded sponsorship deal was the sponsorship of an English
cricket tour of Australia by catering firm Spiers & Pond in 1861/62 (Central Council of
Physical Reqreation, 1983). Other early sponsorship deals included Kodak’s
involvement with the Olympic Games in 1896, an association which still continues
today (Howard and Crompton, 2004), and the first football sponsorship in 1898 when

Bovril was endorsed by Nottingham Forest (Marshall and Cook, 1992).

Despite these very early examples, commercial sponsorship of the nature of which
predominates today can be traced back to the 1960s (Meenaghan, 1991b). Since this
time, sponsorship has grown immensely (Meenaghan, 1998), both in terms of volume of

sponsorship deals and expenditure, as will be outlined below. In the early days of
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commercial sponsorship, sports events were reportedly reluctant to allow sponsor’s
names to be incorporated into the event title (Sports Council, 1971), however naming
rights now exist not only for events but ﬂso for leagues (e.g. Barclays Premiership),
sporting competitions (e.g. the FA Cup sponsored l;y E.on) and even for stadia (e.g. _
Bolton’s Reebok Stadium). The 1984 summer Olympic Games in Los Angeles are
cited as a landmark event in the history of commercial sponsofship as the first major
sporting event to fully exploit its commercial potential and thrust sponsorship into the
public eye (Wilber, 1988). A fuller discussion of Olympic sponsorship is presented

below in section 2.2.2.

Given the examples above, it is unsurprising to note that sport dominates the
sponsorship arena. However, as with many elements of marketing expenditure,
estimates vary as to the proportion of sponsorship spend accounted for by sport. Ukman
(2004) claims that, in 2003, sport accounted for 469% of North American sponsorship
expenditure and IEG (2007a) predicted that North American sports sponsorship would
account for 66% of total spend. Figures from Mintel (2006) indicate that sport
accounted for 51% of total UK sponsorship expenditure, down slightly from 54% in
2001. While either regional circumstances or measurement differences may account‘ for
the variation in estimates of sports sponsorship expenditure, it is clear from these
figures that sport dominates the sponsorship arena worldwide, thus supporting the

rationale of this study to further understand how sponsorship works in a sport setting.

In the digital age, sport offers global media exposure (Meenaghan, 1998) with the

additional benefit of being able to target a broad range of demographically and
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psychographically defined market segments (Thwaites, 1993). Within the broad
umbrella of sports sponsorship, diétinctions exist not only between elite and grassroots
levels but also in terms of individual sports. In the UK, early sponsorship was
dominated by motor sport, which took almost 40% of UK sponsorship expenditure
(Head, 1981), while a survey conducted a decade later indicated that the most sponsored

sports were football, motor sports and golf (Marshall and Cook, 1992).

For reasons that will be explained below in section 2.2.3, early sponsorship of sport was
dominated by tobacco and alcohol producers, who were.Shortly joined by motor
manufacturers and then financial services providers (Meenaghan, 1991b). More
recently, companies from the telecommunications and soft drinks industries have
entered the sponsorship arena (Ukman, 2004; Currie, 2006). Such trends are still
largely in evidence today, as illustrated below in Figures 2.1 and 2.2, showing that
sports sponsorship continues to be dominated by motor manufacturers and financial

services organisations along with telecommunications providers.

Historically within the UK, the financial services industry has been a prominent sports
sponsor (Thwaites, 1993), with a barticularly strong record of support for cricket by
insurance providers such as Cornhill, AXA and Britannic Assurance (Shaw and Amis,
2001). In line with this, Mintel (2006) reported the finance (insurance) industry as the
largest sponsors of sport in the UK in 2005. As will become evident by the empirical

data presented in subsequent chapters, this trend continues to the present day.
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Figure 2.1: Top 5 Industries by number of Worldwide
Sponsorship Deals (2002)

Cars Telecoms Banking Beer Soft Drinks

Source: Fenton (2005)

Figure 2.2: Top 5 Industries by number of
Worldwide Sponsorship Deals (2004)

Telecoms Banking Cars Sports Beer
Clothing

Source: Fenton (2005)
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Figures 2.1 and 2.2 indicate that there has been an increase in the number of
sponsorship deals carried out by financial services providers, notably in the banking
sector. The market for financial services has become increasingly competitive in recent
years, with a wave of new entrants, for example the supermarkets in the UK.
Consequently, marketing, and brand building in particular, has become more important
for financial services providers in order to distinguish themselves from éompetitors. As
such, increased used has been made of sponsorship as a communications tool. At the
same time there has been a decline in the use of sponsorship by car manufacturers. The
car market has beconie increasingly saturated with margins squeezed by low-cost
competition, particularlyA from the Far East. This change in market conditions could
account for the reduction in the number of sponsorship deals carried out by car

manufacturers.

As sponsorship becomes a valid marketing communications tool for companies from an
increasing range of industries, so the number of spénsorship deals has also grown
rapidly since the 1980s. IEG figures suggest that around 1600 US companies were
using sponsorship in 1985, a figure which grew to almost 5000 by 1996. In line with
such an increase, the level of sponsorship expenditure per sponsor more than doubled in

the same period (Meenaghan, 1998).

Having charted the development of sponsorship, the discussion will now proceed to

examine the exponential growth in sponsorship expenditure over the last 40 years.
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2.2.1 Sponsorship expenditure

Expenditure on sponsorship, both in the UK and worldwide has experienced
phenomenal growth since the early 1970s and shows no signs of abating, even in an
increasingly saturated marketplace. Figure 2.3 highlights the growth in UK sponsorship
expenditure from only £190 million in 1986 to a projected £952 million in 2008

(Mintel, 2006).

Figure 2.3: 1 K Sponsorship spending (£ni)
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Source: Mintel (2006)

The measurement of sponsorship expenditure is fraught with pitfalls and estimates vary
depending on both the scope ofthe investigation and the breadth of definition of

sponsorship used. Similarly, some sponsors may be reluctant to divulge sensitive
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information regarding sponsorship budgets (Meenaghan, 1983). The data presented
above represents the measurement approach taken by one organisation, Mintel, and
therefore is intended as a guide to the rate of growth rather than a definitive source of

exact expenditure figures.

In the same vein as UK spending, the worldwide sponsorship marketplace (Figure 2.4
below) has demonstrated exponential growth from $2 billion in 1984 (Meenaghan,
1998) to $37.9 billion in 2007 (IEG, 2008). Inevitably, as a consequence of collating
data from diverse sources, the representation of sponsorship expenditure will not be
identical for all cases. However, as above, the data is intended to illustrate the rate of

growth of sponsorship expenditure rather than as a definitive guide to exact spending.

Figure 2.4: Worldwide Sponsorship Spending ($bn)

-H 5§

Source: Meenaghan (1998, 1999); IEG (2003); SportBusiness (2007a); IEG (2008)
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The global sponsorship marketplace is dominated by North America, where sponsorship
was the fastest growing form of marketing communications in 1988 (Ukman, 2004) and
which accounted for 40% ($13.37 billion) of worldwide sponsorship by 2006 (IEG,
2007b). In fact, 70% of global sponsorship expenditure in 1997 was accounted for by
just six countries (Germany, Italy, UK, US, Japan and Australia), indicating that, whilst
being a global phenomenon, sponsorship is concentrated in mature, developed
economies (Meenaghan, 1998). Sponsorship spending grew in évery market in 2006-07
and IEG (2008) predicts a rise of 10.4% in Europe and a 25% rise in Asia in 2007-08.
Given the scale of sponsorship within such markets, it appears logical to predict that any
future large increases in sponsorship expenditure are likely to come from emerging

economies.
2.2.2 Olympic sponsorship

“Whether as a consumer or as a key business client, whether you are in
central China or downtown Manhattan, nothing has provided sponsors with a
stronger or more powerful unified global platform to connect with their
customers than the Olympics.” (Payne, 2005, p. 95)
As the largest sporting event on earth, the Olympic Games represénts, perhaps, the
clearest individual example of the speed with which sponsorship investment has grown.
In 1976, the Winter Olympics in Montreal generated $7 million in sponsorship from
628 sponsors (I0C, 2007a). Four years later, the 1980 Winter Olympics held in Lake
Placid generated $56.5 million from 200 sponsors. In contrast, the first sponsor to sign

up for Vancouver 2010 paid $150 million, almost three times the amount generated by

the 200 sponsors 30 years previously (Payne, 2005).
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The introduction ofthe TOP (The Olympic Partner) programme following the 1984 Los
Angeles Games, cut the number of Olympic sponsors but gave category exclusivity and
exclusive worldwide Olympic marketing rights (IOC, 2007b). Since its inception, TOP
has generated consistently increasing sponsorship funds (Figure 2.5 below), with the
2001-2004 Salt Lake City/Athens Olympiad delivering $663 million in revenue (I0C,
2006a). Sponsorship now accounts for 40% of Olympic marketing revenue (I0C,

2007c¢).

Figure 2.5: TOP Olympic Sponsorship ($m)

1985- 1989- 1993- 1997- 2001-  2005-
1988 1992 1996 2000 2004 2008

Olympiad

Source: I0C (2006a)

The TOP programme represents the highest level of Olympic sponsorship and there are
currently 11 global partners (Coca-Cola, Atos Origin, GE, Johnson & Johnson, Kodak,
Lenovo, Manulife, McDonalds, Omega, Panasonic, Samsung and VISA), many of
which have long established commercial connections with the Olympic Games (IOC,

2007b). By reducing the number of sponsorships, the International Olympic Committee
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believes that the value of each individual sponsorship is increased (I0C, 2007a). Such
is the value of Olympic sponsorship, the TOP programme has a renewal rate in excess
of 90% (Payne, 2005). VISA is committed to TOP until 2012 (VISA, 2007), while
Panasonic (I0OC, 2007d) and Samsung (SportBusiness, 2007b) have signed contracts
until 2016 and Coca-Cola has extended its association with the Olympic Games up to
2020 (Coca-Cola, 2007). By 2005, ﬁ\}e out of an expected ten TOP partners had

already signed up for the 2009 — 2012 Olympiad (SportBusiness, 2005).

While TOP represents the highest level of Olﬁnpic sponsorship, domestic sponsorship
for each Olympic Games also repreéents a significant level of investment, with the 2004
Athens summer Games generating $302 million from 38 national sponsors (I0C,
2006a) and the winter Games in Torino in 2006 garnering $397.1 million' (I0C,
2006b). Therefore, while the Olympic Games only take place once every two years,
their value to sponsors is unquestionable. In fact, Olympic sponsorship is a key
barometer of trends in the wider sponsorship environment. Therefore, where
appropriate, examples of Olympic sponsorship will be provided to illustrate points made

throughout this and, more prominently, the following chapter of the thesis.

In a UK context, football currently dominates the headlines in terms of sponsorship
deals with AIG paying a reported £14 million per year as shirt sponsor of Manchester
United (Business in Sports, 2006). However, with the Gaines of the XXX Olympiad to
be held in London in 2012, sponsorship funds from elsewhere could be diverted to fhe

Olympic Games over the coming years (Sports Management, 2007). As such,

! €269.8 million (calculated at €1 =$1.472, 05/ 12/2007)
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sponsorship will be to the fore of the UK marketing communications agenda in the next
decade, further emphasising the importance of studies such as the one presented in this

thesis that aim to improve understanding of the medium.

The marketing communications field has long been dominated by advertising, however
as sponsorship has developed, so investment as a proportion of total communications
spend has increased. Sleight (1989) reported UK sponsorship spending to be 5% of
advertising expenditure and by 2000, sponsorship reportedly accounted for 7% of total
worldwide advertising spending (Meenaghan, 2001a). The latter figure refers only to
sponsorship rights fees, however an important feature of sponsorship, to be discussed
fully in section 2.4, is the need to leverage the association between the sponsér and the
sponsored property. Estimates of levels of expenditure on exploiting a sponsorship
vary, however there is general agreement that it is in the region of two to three times
that spent on rights fees (Otker, 1988; Verity, 2002), which further inflates the total

value of the sponsorship market.
Having considered the increase in sponsorship expenditure, the discussion will now

proceed to examine the reasons behind this growth before moving on to speculate on the

future of modern sports sponsorship.
2.2.3 Drivers of growth in sponsorship

There is widespread agreement that the first major driver of growth in sponsorship

investment was the banning of TV advertising for tobacco both in the USA and the UK
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(Meenaghan, 1999; Howard and Crompton, 2004). This forced the cigarette
manufacturers to find alternative means of promoting their products and as such they

turned to sponsorship, particularly of motor sport.

Recently, the most cited reason for greater focus on sponsorship has been the increasing
amounts of clutter in the advertising market (Gardner and Shuman, 1987; Roy and
Cornwell, 2004). As the volume of advertising escalates, so it is increasingly difficult
for individual advertisements to make an impact. Equally, the media is becoming
increasingly fragmented (Joachimsthaler and Aaker, 1997; Aaker and Joachimsthaler,
2002), with a growing number of specialist publications and television channels. Thus
it is harder to reach a large audience through traditional mass-media advertising, so
marketers are turning to alternatives, such as sponsorship as a means of promoting their

products and services.

In an era where organisations are embracing the concept of relationship marketing,
sponsorship offers the ability to reach consumers in an environment which is
compatible with their lifestyle, rather than intruding into their lives as advertising does
(e.g. interrupting TV programmes), and thus enables two-way communication (Ukman,
2004). Other asso}:iated social factors stimulating growth in sponsorship are increased
amounts of leisure time (Verity, 2002) and a greater acceptance of sponsorship as a
legitimate communications tool by consumers (Howard and Crompton, 2004). Finally,
there is now much greater media coverage of sporting events (Meenaghan, 1991a). For

example, it is estimated that the Olympic Games have a global television audience of
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four billion people (Payne, 2005) and the Olympic Broadcasting Organisation broadcast

over 4000 hours of live coverage from the Athens 2004 summer Games (I0C, 2007¢).
2.2.4 The future of sponsorship

Following the spectacular growth of sponsorship, it is apposite to consider whéther such
escaiation in both volume and expenditure can be sustained. There is evidence that the
sponsorship market is starting to polarise with the bulk of investment going to top-level,
high-profile events (Clarke, 2003), to the detriment of grassroots sponsorship finance.
The resultant shortage of prestige events is driving up spbhsorship rights fees
(Meenaghan, 1998), further fuelling the growth in expenditure. This is evidenced by
figures from IEG, which indicated that 7 companies in the US (including Anheuser-
Busch, Nike and Coca-Cola) were spending over $100 million each on sponsorship in

2003 (Stotlar, 2004).

As indicated above, while North America continues to dominate the sponsorship
market, growth is predicted in all major markets, including Asia Pacific and
Central/South America (SportBusiness, 2007a), with Europe also showing an increase
and edgipg ever closer to North America in terms of percentage of worldwide
sponsorship investment (Clarke, 2003). Nevertheless, as occurred with advertising, the
sponsorship rﬁarketplace itself is now becoming cluttered, making it harder for sponsors
to stand out, meaning they are having to spend ever more on exploiting sponsorships to

ensure their effectiveness (Meenaghan, 1998).
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The scale of investment, coupled with increased requirements for corporate
accountability have placed sponsorship under greater scrutiny than ever before.
Sponsors are therefore under pressure to justify expenditure and ensure sponsorship is
contributing to overall marketing objectives (Tripodi, 2001). Consequently, it has
become even more imperative that a greater understanding of sponsorship and how it
works is achieved (Meenaghan, 1999). The aim of this thesis is to contribute to such
understanding by examining the impact of sponsorship on consumer-based brand
equity. This chapter will now continue with an exploration of the literature concerned
with finding a comprehensive definition for spoﬁsorship, before considering the

development of existing knowledge of sponsorship..

2.3 Defining Sponsorship

Since its emergence as a major marketing communications tool in the 1970s,
sponsorship has become an accepted term both within the language of business and in
wider society. However, despite increasing academic interest in the subject, there is still
no universally accepted definition of sponsorship (Walliser, 2003) and many prominent
writers believe that this lack of clarity is hindering the movement of sponsorship
research from descriptive to more explanatory approaches (Cornwell and Maignan,
1998). The development of a definition of sponsorship is hampered by a confusing
array of terminology abound, such as endorsement, sponsorship and event marketing,
with the use of the latter two oftern being interchangeable (Cornwell, 1995; Rossiter and
Percy, 1998). As such, with the term ‘sponsorship’, there is a lack of clear evidence

that its meaning is the same between publications.
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A further element confusing the landscape in terms of meaning is the array of different
types of sponsorship just within sport. Whilst event spoﬁsorship is perhaps the most
widespread, other forms include athlete, broadcast, team, venue and grassroots
sponsorship (Clarke, 2003). Many studies have considered the relative merits of the
different types of sponsorship (see for example Marshall and Cook, 1992; Thwaites,
Aguilar-Mémjarrez and Kidd, 1998), although it is not the intention to review these
studies within the context of this thesis. Finally, the sponsorship landscape is
complicated by the multiple audiences that sponsorship is perceived to be able to target,
including current and potential consumers, both on-site and via television (Nicholls and
Roslow, 1994; Cornwell, 2000), suppliers, employees, local communities (Parker,
1991), financial institutions, media, government and pressure groups (Thwaites, 1993). -
Therefore, given the diverse spread of foci and audiences for sponsorship it is

unsurprising that it has proven impossible to find agreement on one definition.
2.3.1 Sponsorship or philanthropy?

One of the earliest major studies into sponsorship, the “Howell Report” in i983, defined
sponsorship as “support of a sport, sports eVent, sports organisation or competitor by an
outside body or person for thé mufual benefit of both parties” (Central Council of
Physical Recreation, 1983, p. 7). Although dated, this definition picks up on an
important facet of sponsorship, that of mutual benefit. It is this very concept which
distinguishes sponsorship from philanthropy, charity and patronage (McCarville and
Copeland, 1994), which do not imply an expected return for the donor. Early

sponsorship activities were often confused with patronage (Howard and Crompton,
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2004) and it could be argued that they were not entered into on the expectation of
receiving a tangible return. Even today the line between sponsorship and patronage is
blurred, with Shanklin and Kuzma (1992) claiming that they are in fact two ends of a

spectrum with a large grey area in between.

Sponsorship may involve the provision of funds, services or resources (Busby, 1997) to
the recipient, however the return obtained by the sponsor is not always specified, with
many definitions proposing a vague notion of promotional benefits (Abratt, Clayton and
Pitt, 1987). Lagae (2003) elaborates slightly when he suggests that sponsors receive an
association with the sponsored property and its image and Wragg (1994) suggests that
sponsors gain a tangible benefit. It is therefore appropriate to further specify the terms

of sponsorship as deriving a commercial benefit for sponsors (Meenaghan, 1983).

The notion of commercial benefit derived from an association with a sponsored

property is picked up by Tripodi (2001, p. 96-97), who defined sponsorship as:

“The provision of assistance by a commercial organisation (sponsor), in cash
or kind, to a sports property (sponsee), in exchange for the rights to be
associated with that sports property for the purpose of gaining commercial and
economic advantage.”
Therefore, although everyday parlance may still conflate sponsorship and philanthropy
and while all so-called sponsorship decisions may not necessarily be commercially

motivated, academic definitions are agreed that sponsorship is a two-way, mutually

beneficial relationship, with the sponsor seeking commercial return.
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2.3.2 Defining commercial sponsorship

Now that it has been established that a commercial return for sponsors is a vital
component of sponsorship, further clarity can be added to the definition available. An
additional factor used to distinguish sponsorship from other forms of communication, in
this case advertising, is’ that it involves support for an activity outside of the sphere of
the sponsor’s business (Kohl and Otker, 1985; Otker, 1988; Witcher ef al, 1991). This
distinction allows a line to be drawn between sponsorship and supplying services in the
normal line of business; for example, an event management company who organises a
tennis tournament is not considered a sponsor because such provision is the main
purpose of the company. However, a tennis ball manufacturer who sponsors the
tournament by providing the balls is considered a sponsor because making tennis balls,

not organising tennis tournaments, is the primary activity of the company.

Extending the notion of a commercial return, many authors have incorporated the
concept of achieving objectives into definitions of sponsorship. The focus on objectives

is effectively captured in the following definition by Gardner and Shuman (1988, p. 44):

“Sponsorships may be defined as investments in causes or events to support
overall corporate objectives (for example, by enhancing company image) or
marketing objectives (such as increasing brand awareness).”

There has been much academic interest in the subject of sponsorship objectives and a

fuller discussion will be pursued in section 2.4.3.
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From the basic view of sponsorship as a two-way exchange, the definition has now been
enhanced to take account of the external nature of the activity and the focus on
commercial objectives. Otke_:r (1988, original emphasis) extends the conceptualisation
of sponsorship further by suggesting that it is not only buying an association with a
sponsorediproperty to achieve objectives but also exploiting that association through

- leverage activities. A final conception, proposed by Amis, Slack and Berrett (1999)
refers to sponsorship as a resource which an organisation can use to create a competitive
advantage. This definition views sponsorship purely from the sponsor’s perspective and
as such is narrower in focus than many of those previously cited. Nonetheless it offers

further insight into how sponsorship is viewed in academia.

Many of the above definitions represent what is termed the transactional approach to
sponsorship. This viewpoint has historically dominated sponsorship research, with a
major focus on applying theories from advertising and consumer behaviour to the field
of spopsorship, with the aim of contributing to knowledge on marketing mix
management with sponsorship (Olkkonen, Tukkanen and Alajoutsijérvi, 2000). Recent
studies of sponsorship have approached the domain within the relationship marketing
paradigm, placing an emphasis on collaboration and the development of long-term,
strategic relationships between sponsors and sponsored properties (Chadwick, 2002;
Cousens, Babiak and Bradish, 2006). The relationship context is extended ﬁnher by
Olkkonen (2001), who presents a network view of sponsorship. This approach “goes
beyohd dyadic relationships to networks of relationships™ (Olkkonen, 2001, p. 312). As

such, the focus is on the many parties involved within sponsorship, such as sponsors,

33



CHAPTER 2: Sponsorship Context

sponsored properties, event management organisations, media production companies

and hospitality agencies, and on how such complex markets operate.

This study adopté a transactional approach to sponsorship, with the focus on furthering
the level of understanding of how sbonsorship can contribute to brand-building
objectives as a component of the sponsor’s marketing mix. Even though much focus
has recently turned to understanding sponsorship through the relationship paradigm,
there still remains much to understand about how sponsorship works as a consumer-
facing marketing communications tool. Little sponsorship research hés, so far, adopted
a consumer-focus, thus there remains a need to empirically test the range of objectives
achievable through sponsorship. Therefore, while acknowledging the existence of other
paradigms within the domain of sponsorship, the approach taken is justified on the basis

of responding to an identified research need, as discussed in Chapter 1.

It is clear from the sheer number of conceptualisations considered that there is no one
definition of sponsorship that incorporates all of the ideas presented above. Within such
a context, it is necessary to identify a working definition for the purpose of this thesis.
Whilst not acknowledging that sponsorship refers to an activity outside of the sponsor’s
domain, the following definition by Meenaghan (1991a, p. 36) is to be adopted for the

reasons explained below:

"Commercial sponsorship is an investment, in cash or in kind, in an activity,
in return for access to the exploitable commercial potential associated with
that activity."
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This definition captures the essential commercial nature of sponsorship and also
emphasises that the sponsor is actually buying the potential to exploit the association
with the sponsoréd property. In line with the views of Otker (1988), Meenaghan
(1991b) acknowledges that simply buying the sponsorship rights is not the full story and
it is only by exploiting (leveraging) these rights that sponsorship can achieve the
commercial objectives intended. The concept of leverage is of central importance to the
success of sponsorship, therefore this subject will be comprehensively addressed below

in section 2.4.

It is clear from the above definitions that sponsorship is not just attaching a name to a
sporting property, but is in fact only one element of an organisation’s wider marketing
communications mix. That mix, for the most part, is likely to be dominated by
advertising as the most prominent communications medium. However, in the media-
driven environment of modern sport, sponsorship is often perceived as just another form
of advertising (McDonald, 1991). Therefore, the discussion will briefly examine the
difference between sponsorship and advertising to conclude this section on defining

sponsorship.
2.3.3 Distinguishing sponsorship from advertising

Advertising is “paid-for communication intended to inform and influence a public”
(Sleight, 1989, p. 30). The key differentiating factor from sponsorship is that the
marketer has control over the content of an advertisement, while a sponsor does not

have as much control over the message (Fenton, 2005) as a result of the indirect nature
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of the communication via association with a sponsored property. Sponsorship éxposure
is often restricted to a logo on a team shirt or integration of the brand name into the |
event title, whereas advertising offers a sustained period of time entirely devoted to
talking about the brand. As such, it has been suggested that sponsorship is less suitable
than advertising for communicating the characteristics of a product or brand (Cristofani,

1985).

The body of research concerning how sponsorship works will be examined in detail in
Ch.apter 3, therefore it is not the intention here to elaborate ﬁthher on the relative merits
of advertising and sponsorship. However, there is evidence to suggest that consumer
perceptions of advertising and sponsorship differ, with sponsorship being seen as less
overtly commercial (Meenaghan, 1991b), perhaps due to the connotations of goodwill
associated with sponsors providing funds which enable sporting events such as the

Olympic Games to take place (Stipp and Schiavone, 1996).

Despite the view expressed of sponsorship as merely placing a logo on a team shirt, as
implied above by Otker (1988) and Meenaghan (1991b), sponsorship success is driven
by the leverage activities (Which may include advertising) used to exploit the
association with the spohsored property. Therefore, before charting the development of
knowlédge of sponsorship, the next section of this chapter will offer a discussion of the

role and importance of sponsorship leverage activities.
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2.4 Leveraging Sponsorship

The concept of sponsorship leverage is summarised succinctly by Sandler and Shani
(1989, p. 13) when they say that “buying the rights to be an “official sponsor” may, in
reality, only be buying a license to spend more money!” As will be explored elsewhere
in the thesis, the aims of sponsorship and how sponsorship works are couched in vague
ideas of creating a link between the sponsoring brand and the sponsored property.

Thus, the concept of leverage, or sponsorship-linked marketing, refers to orchestrating
and implementing marketing activities to build and communicate the link between the
sponsor and the property (Cornwell, 1995). In summary, leverage éan be conceived of

- as tﬁose activities used to support and exploit the sponsorship to ensure that it meets the
desired objectives. The tools used to leverage sponsorship may include advertising, PR,
sales promotion or direct marketing activities (Lagae, 2003). For éxample, McDonalds
ran Olympic themed packaging and had special menu items in all of its restaurants to
promote its sponsorship of the 2004 Athens Olympic Games (I0OC, 2005), whilst Kodak
set up the Kodak Picture Planet in Salt Lake City to allow Olympic spectators to send
digital images to friends and family (I0C, 2002). As such, rather than being viewed as
a stand-alone marketing communications tool, sponsorship is seen as playing a role

within the larger marketing communications mix.

The traditional view of sponsorship as simply having some perimeter boards at a
sporting event is not sufficient for the achievement of marketing objectives (Otker,
1988). In fact, the Olympic Games, which is considered to be one of the world’s

premier sponsorship opportunities (section 2.2.2 above) operates a clean venue policy,
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meaning that no commercial messages are allowed within the stadia (perimeter boards,
athlete bibs etc) (Payne, 2005). Therefore, all visible elements of Olympic sponsorship
can be considered as leverage activiﬁes. The most successful sponsorships are those
which use a range of marketing communications tools to communicate their sponsorship
beyond the mere sporting venue (Kohl and Otker, 1985; Koschler and Merz, 1995;
Crimmins and Horn, 1996). An example of this is the VISA championships, an online
virtual Olympic winter sports competition, run in conjunction with the Torino 2006
winter Olympic Games sponsorship (IOC, 2006b). This brought the Olympic
sponsorship outside of the immediate event environment, thus communicating the

association to a global audience.

Within the broad communications mix, sponsorship is often referred to as the “hook”
(Sleight, 1989; Howard and Crompton, 2004) or unifying theme used to communicate
to a target market. Such a view was adopted by Coca-Cola, which created an integrated
marketing campaign, including advertising, free samples and experiential marketing
(such as the Official Olympic Pin Trading Centre and winter sports simulafors) around
the theme of its 2006 Torino Olympic sponsorship (I0C, 2006b; Coca-Cola, 2007).
Similarly, Johnson & Johnson used the Olympic theme across a range of product
advertisements, including those for Acuvue contact lenses, adopting the slogan “Contact
Lenses for Eyes that Thirst for Sport” (I0C, 2006b). In fact, Rines (2002) believes that
those sponsors who view the sponsorship as the start rather than the end of their

investment will be the ones to reap the rewards in terms of achieving their objectives.
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The above examples illustrate that sponsorship leverage activities can take place around
the venue (e.g. the Coca-Cola Pin Trading Centre) or through broader communications
media such as advertising. Therefore, leverage is impacting not only on event-based
spectators but also wider on target market segments. Exploiting the association among
a wider target market is a strategy increasingly adopted by telecommunications
companies, such as Vodafone, which offers video highlights and goal alerts to
complement its sponsorship of the UEFA Champions League (Vodafone, 2007). The
scope of such leverage activities is obviously constrained by the product/service
offering of the sponsor but, whatever the area of businé:ss, exploitation of the

association is key to creating and reinforcing a successful sponsorship.
Having comprehensively explored the nature of sports sponsorship, this chapter will

close by examining the development of academic and commercial knowledge of

sponsorship from the earliest descriptive studies to the current research priorities.

2.5 Development of Sponsorship Knowledge

~ As mentioned above, one of the earliest comprehensive studies into sponsorship was the
“Howell Report” which described the development and public perceptions of
sponsorship (Central Council for Physical Recreation, 1983). This report was written
ﬁom the perspective of sport, with very little focus on what sponsors achieve from the
sponsorship partnership. The early contributions to understanding from the sponsor’s
perspective came from practitioners rather than academics and so focused largely on

describing the state of play rather than adopting a reflective approach (Meenaghan,
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1999). Inreviewing over 150 articles on sponsorship, Walliser (2003) identified four
strands of research: nature of sponsorship, managerial aspects (e.g. objectives and
organisation), measurement of sponsorship effects and strategies/counter-strategies.
Space does not allow for a full review of all such literature concerning sponsorship,
however a brief overview of the main foci will now follow, with particular attention

paid to those contributions felt to be particularly relevant to the context of this study.

2.5.1 Early descriptive research

Much of the early academic research into sponsorship was descriptive in nature, often
examining particular incidences of the use of sponsorship across different industrial
sectors, e.g. electronics (Armstrong, 1988), alcoholic drinks (Meerabeau et al, 1991) or
financial services (Thwaites, 1993; 1994). As with much descriptive research, the
above studies contribute little to the overall level of understanding about the use of
sponsorship, however as an introduction to the topic they provide important contextual

detail in considering the origins of commercial sponsorship.

2.5.2 An organisational perspective

Following the spate of descriptive studies, the focus of attention turned to the
consideration of sponsorship from an organisational perspective, particularly focussing
upon criteria for making sponsorship decisions. Both McCarville and Copeland (1994)
and Amis, Pant and Slack (1997) applied theoretical frameworks from other areas of

business (exchange theory and the resource-based view of the firm respectively) to the
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development of knowledge on selecting sponsorshfp opportunities. These studies
represented a radical departure from pre\vious research by attempting to apply theory t(;
the praétice of sponsorship, thus aiding the process of establishing sponsorship as a
legitimate field of academic research. With the focus now firmly placed upon
sponsorship in a business context, the next, and largest, wave of research turned its

attention to an examination of the objectives of sponsorship.
2.5.3 Sponsorship objectives

Within the framework of the investigations into sponsorship from an organisational
perspective, many studies examined the objectives set by sponsors (Witcher ef al, 1991;
Thwaites, 1995; Thwaites, Aguilar-Manjarrez and Kidd, 1998). Sponsorship can be
used to achieve multiple objectives (Ukman, 2004), however one of the most prevalent
goals cited is the achievement of media exposure (Nicholls and Roslow, 1994), thereby
going beyond the target of the immediate event-based audience. The objective of media .
exposure has been cited for many years as a major priority of sponsors (Head, 1981;
Sleight, 1989) and frequently appears near the top of a list of sponsorship objectives in
surveys of corporate sponsors (Abratt and Grobler, 1989; Thwaites, 1993).
Nevertheless, media exposure in itself is only an intermediate objective, with the end
goal being brand awareness or sales (Meenaghan, 1983). Therefore, much focus has

turned to examining more directly brand-related objectives.

Perhaps the most widely cited objective of sponsorship is brand/company or product

awareness (Kohl and Otker, 1985; Gardner and Shuman, 1987; Copeland, Frisby and
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McCarville, 1996; Verity 2002). The highly visible nature of logos on players’ shirts or

around sports stadia makes awareness an obvious objective to pursue through
nakes awareness an 0bviou: clv U

sponsorship, however, as will be examined comprehensively in Chapter 3, brand

awareness is only a first step towards consumer purchase. Therefore, pursuing
wareness 1s only a Iirst step towards consumer purchase

sponsorship purely for awareness benefits has been questioned, particularly in the case
of established brands which already have high awareness levels (Sleight, 1989).
Equally, doubts have been raised as to the level of marketing return from sponsorship in
an increasingly crowded marketplace if the only tool used is the placement of a logo in

front of spectators (Skildum-Reid, 2003).

In addition to awareness, one of the most cited sponsorship objectives by both sponsors
themselves and academic commentators is to maintain/enhance/change brand or
company image (Parker, 1991; Witcher et al, 1991; Keller, 2003). The notion of image
is rather nebulous and can be used to cover a range of rather broad concepts relating to
associations and general impressions of a brand. A more cbmprehensive discussion of
these concepts will take place in Chapter 3, therefore it is not the intention here to
elaborate on the nature of brand image. Given its intangibility, it is unsurprising that the
image dimensions sought through sponsorship have developed over the lifetime of
sponsorship research. Early research identified sponsorship’s ability to project an
image of being a good corporate citizen (Watkins, 1986), which ties in with the view of
sponsorship as indistinct from philanthropy. A further image dimension associated with
sponsorship is the assumed prestige in the minds of consumers. For example if an
organisation sponsors a high profile sport then, the reasoning goes, by implication they

must be a large, stable company in order to have such resources to devote to the sport

42



CHAPTER 2: Sponsorship Context

(McDonald, 1991). In whatever guise, image-related benefits continue to be a much-
sought objective of sponsorship. However, the literature contains many examples of
other objectives, indicating that while awareness and image dominate, they are not the

only goals pursued through sponsorship.

An objective obtainable through sponsorship, which represents an advantage of the
medium over advertising, is the possibility of gaining product trial (Ukman, 2004)
through sampling opportunities or on-site sales. Similarly, sponsorship cén be used to
showcase products (Howard and Crompton, 2004); for example TOP sponsor GE
hosted a demonstration of its latest portable ultrasound technology using athletes at the
2006 Winter Olympics in Torino (IOC, 2006b). Despite the importance accorded to the
objectives of awareness, image and trial, the ultimate objective, not just for sponsorship,
but for any marketing communications tool is to increase sales. Almost all studies of
sponsorship objectives cite sales as an objective (Witcher ef al, 1991; Thwaites, 1993;
Thwaites, Aguilar-Manjarrez and Kidd, 1998), albeit as a lower priority than previously
mentioned goals. As discussed in Chapter 3, the link between exposure to marketing
communications and purchése is far from direct or simple, therefore, while sales is seen
as an objective of sponsorship it is not considered as the most important, probably
because of the recognition that such a direct connection is Very difficult to achieve, or at

least to measure.

In acknowledgement of the indirect relationship between marketing communications
and sales, an intermediate objective of sponsorship frequently cited is targeting

particular market segments. For example Whirlpool is using its sponsorship of
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women’s tennis to reach a defined target market (Barrand, 2006), while Anheuser-
Busch hosted parties at Club Bud during the Torino 2006 Olympic Games as a means of
reaching its target customers (IOC, 2006b). Describing the desired sponsorship
orientation, in what is termed last-generation sponsorship, Skildum-Reid (2003)
explains that the priority should be to build and nurture a relationship with and to
connect with the target market. Thus, the contrast is made between using sponsorship
simply to generate brand awareness and using it as a relationship-building tool.} Both of
these objectives are achievable through sponsorship, although the implication i.s that the
latter represents a much stronger marketing proposition in terms of return on
investment. However, as with all objectives it would be naive to consider relationship-
building as superior to awareness-building, as the appropriate choice will depeﬁd upon
the particular sponsor and the environment in which the brand operates (for example,

new versus established brands, monopolies versus monopolistic markets).

Within the context of relationship-building, the final major objective of sponsorship
identified is corporate hospitality (Quester, 1997; Howard and Crompton, 2004). An
estimated 52000 -corporate guests of official sponsors attended the Salt Lake City 2002
winter Olympic Games (I0C, 2002), while Sports Illustrated invited over 850 guest to
the Athens 2004 summer Olympics (I0C, 2005). Once again the use of hospitality is

dependent upon the nature of the sponsor’s business.

The above objectives have all considered sponsorship as a customer-facing marketing
communications tool. However, as highlighted above in section 2.3, consumers are

only one of the possible targets for sponsorship activities. Sponsorship can be used to
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improve employee relations (Harrison, 2000), perhaps within a performance-related
incentive scheme or as a tool to aid recruitment (Ukman, 2004; Ferrand and Torrigiani,
2005). Nonetheless, such motivations for sponsorship expenditure are relatively minor
in comparison to those concerned with targeting current and future customers. Finally,
sponsorship may, on occasion, have a defensive motivation (Amis, Slack and Berrett,
1999), with organisations sponsoring a particular sport or event in order to prevent

competitors from doing so.

Despite the extensive empirical evidence concerning the vast array ‘of objectives
pursued by sponsors, the actual objectives cited are often quite vague (Fenton, 2005).
Studies into the achievement of sponsorship obj ectives (particularly concerning the
effect on consumers) have been numerous, however they have produced ambiguous
~results (Ashill, Davies and Joe, 2001). A more comprehensive discussion of how
sponsorship achieves objectives of awareness and image benefits can be found in
Chapter 3 with the assessment of the conceptual frameworks that have been used to
explain how sponsorship works. However, it is widely acknowledged that sponsorship
is unlikely to contribute greatly to marketing objectives if it is undertaken on a one-off
basis (Kohl and Otker, 1985). It is important to invest in sponsorship as a long-term
strategy with defined and measurable goals. Objective setting should therefore be
considered aloﬁgside the methods of evaluating sponsorship outcomes (Abratt and
Grobler, 1989), as objectives on their own are useless if there is no corresponding
measurement tool to examine whether they are being achieved. Thus, following the
specification of sponsorship objectives, the final strand of sponsorship-related literature

to be reviewed here concerns the measurement of sponsorship effectiveness.
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2.5.4 Sponsorship evaluation

For many years following the development of sponsorship as a mainstream marketing
communications tool, there was a lack of research into its effectiveness d évalgi et al,
1994), which may have hindered perceptions of its value in relation to other marketing
communications tools (Meenaghaﬁ, 1991b). Particularly in times of economic
downturn, the value of sponsorship has been questioned due to a lack of empirical
research providing evidence of its ability to generate return on investment (Becker-
Olsen and Hill, 2006). However, with rising levels of investment in sponsorship, there
is now a much greater interest in measuring sponsorship effectiveness (Lardinoit and
Derbaix, 2001). While there have been some attempts to develop frameworks for
measuring sponsorship effectiveness, either in an academic (for example Abratt and
Grobler, 1989) or commercial setting (for example the Neilsen Sponsorship Scorecard)
(Roberts, 2006), the majority of measures are concerned with assessing media coverage
(Verity, 2002). As proposed in section 2.5.3, the objective of media exposure is only an
intermediate step to more brand-focussed goals for sponsorship. However; in
measuring the outcomes of sponsorship, the most popular assessment tool is media
equivalency — calculating the cost of equivalent advertising space for sponsorship

exposure achieved (Crompton, 2004).

The measurement of sponSorship using media equivalency involves counting the media
coverage generated by the sponsorship, e.g. photographs in newspapers showing the
sponsor’s logo or mentions of the sponsor’s name in television broadcasts, and then

calculating the equivalent value in terms of advertising space. As such, measuring
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sponsorship effectiveness in this way is relatively straightforward and offers
quantitative data which gives the appearance that sponsorship decisions are being based
upon objective information (Howard and Crompton, 2004). However, using media
gquivalency vastly inflates the value of sponsorship by equating sponsorship exposure
with advertising space. For example, even though a sponsor’s name may only be
mentioned once, the media equivalency measure considers the space devoted to the
entire article in a newspaper. In addition to this, the maximal advertising rate card value
is used for calculating the media equivalency of sponsorship expdsure, even though the
majority of advertisers do not pay this much for advertising space (Howard and

Crompton, 2004).

Perhaps a more fundamental criticism of media equivalency as a measure of
sponsorship effectiveness is that it merely counts the number of exposures to
sponsorship stimuli and does not consider the impact these are having on the audience.
Exposure alone may be of little value to a brand which already has high brand

name recall (Crompton, 2004), thus dramatically reducing the value of such measures of
effectiveness. The question of impact is also raised when considering media
equivalency as an effectiveness measure. By collating individual brand name mentions
and background images and then relating these to a prescribed advertising slot in terms
of time/space, the assumption is that two seconds here and three seconds there will add

up to the equivalent of an advertisement where the brand is the sole focus of attention

(Thwaites, 1995). The nature of sports sponsorship means that the sporting action is
always to the fore, with sponsorship messages in the background. Therefore, it is

unreasonable to expect that such exposure will be the equivalent of a television
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commercial or newspaper adveﬁisement in terms of direct impact (Meenaghan, 1983).
Media equivalency measures assume that communication is a one-way process from
sponso»r to consumer, however it is in fact a two-way process where the
consumer/spectator needs to be sufficiently interested to process the sponsorship
message (Howard and Crompton, 2004). As evidenced by the vast array of objectives
other than awafeness, sponsorship is not simply about visibility but about impact
(Crimmins and Horn, 1996) and mere exposure may not be sufficient to influence
consumer perceptions of a brand (Quester and Farrelly, 1998). Therefore, alternative

measures are now being proposed to measure the effectiveness of sponsorship.

Many authors propose measuring the effectiveness of sponsorship based on whether it
achieves stated objectives (Stotlar, 2004), however there Has been little research into the
specifics of how this should be undertaken. A relatively widely used sponsorship
evaluation technique has been to measure the impact on sales (Pope and Voges, 1994),
however this apprdach has been criticised because it is very difﬁculft to isolate the
impact of sponsorship from other marketing communications (Horn and Baker, 1999),
therefore it is hard to confidently ascribe any increase in sales purely to the sponsorship
(Meenaghan, 1983; Crompton, 2004); Even if the effects of sponsorship could be
effectively tapped, given the many variables that impact upon final consumer
purchasing behaviour, it would be almost impossible to justify any claim of direct
cause-and-effect between sponsorship and sales (Shalofsky and Di San Germano,

1985).
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Isolating the éffects of sponsorship is arguably the greatest hurdle to overcome in
meésuring the impact of sponsorship because not only do sponsors leverage the
sponsorship through other communications vehicles (Lardinoit and Quester, 2001),
there is also evidence that carry-over effects from previous communications can impact
upon measures used to evaluate sponsorship (Crompton, 2004). Given the range of
objectives that can be pursued through sponsorship, the problem of measurement is
unsurprising, particularly considering that certain objectives, such as improving
company image, are very difficult to qﬁantify and thus to measure (Sleight, 1989). Itis
therefore important to develop a measure of sponsorship effectiveness which includes
the use of a control group to eliminate the effect of other marketing activities .(Sleight,

1989).

A final, major criticism of existing measures of sponsorship effectiveness is the short-
term focus, failing to consider the longer-term effects of sponsorship on relationship-
building (Cousens and Amis, 2003). As such, it has been proposed that longitudinal
rather than one-off measures be used, although as yet no definitive methodology has
been developed. As is evidenced in the measures reviewed above, little attention has so
far been devoted to measuring sponsorship effectiveness from the perspective of the
consumer (Ashill, Davies and Joe, 2001). There have, recently, been some preliminary
investigations which have attempted to apply the conceptual frameworks used in
advertising evaluation to the sponsorship context. These studies will be critiqued in

Chapter 3, within the discussion of current understanding of how sponsorship works.
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2.5.5 Current state of sponsorship research

The above sections have offered a comprehensive review of relevant literature in the
field of sports sponsorship. While other studies have been conducted into areas of
sponsorship’ untouched in this chaﬁter, for example ambush marketing (Scherer and
Sam, 2005) and the impact of sponsorship announcements on stock market valuations
(Miyazaki and Morgan, 2001), the above bresearch was selected based upon relevance to
the context of this particular study. As briefly mentioned above, thgre is now an
increasing focus 6n invéstigating how sponsorship works, which Meenaghan (1999) has
- described as the “holy grail” of sponsorship research. So far, sponsorship research has

~ concentrated on individual elements rather than attempting to generate an overall model
(Meenaghan, 2001b) of how sponsorship works. There has also been a considerable
number of replication studies across countries and markets, which, while initially
contributing to a wider appreciation of the nature of sponsorship, are nov;' showing
diminishing returns in terms of developing understanding (Meenaghan, 1999). Looking
to the future, therefore, the focus should be placed firmly upon the development of
sponsorship knowledge within a more theoretical framework, which will not only
contribute to the growing academic body of understanding but also have direct
commercial application. As such, this study aims to examine the effectiveness of
sponsorship from a consumer perspective, within the framework of brand equity, which

is an area that has not yet been investigated in the academic literature.
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2.6 Conclusion

This chapter has charted the development of sponsorship from the early days of
philanthropy to its current status as a recognised commercial marketing
communications tool. Since the 1970s, sponsorship investment has grown
exponentially and consequently, albeit somewhat lagging behind, so academic interest
in the phenomenon of sponsorship has increased. Understanding of sponsorship has
undoubtedly been hampered by the lack of a widely accepted definition. Therefore,
following consideration of the different perspectives, a working definition for this study
was adopted and justified in terms of conceptual relevance to the context of the

investigation.

Early sponsorship research was primarily descriptive and concerned with organisational
decision-making. However, more recent studies have considered the objectives of
sponsorship and how to evaluate its effectiveness. The current focus of attention is on
developing a model of how sponsorship works, primarily through the application of
advertising-based models, which apply more general marketing theories to the field of
sponsorship. It is in this vein that the current study will proceed, firstly by examining
the marketing literature on branding and proposing a conceptual framework of

consumer-based brand equity which will form the basis of the empirical investigation.
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Chapter 3: Literature Review

3.1 Introduction

This thesis examines thé contribution of sports sponsorship to consumer-based brand
equity. The previous chapter described the sponsorship context within which this
research took.place. This chapter will address the concept of brand equity within the
broader field of brand management. While sponsorship is the context for this research,
the theoretical framework underpinning the study comes from the branding literature.

- Therefore, this chapter will build a complete picture of current theoretical undefstanding

of brand equity, thus forming the basis upon which empirical data will be collected.

The concept of brand equity, which will be defined in this chapter, sits within the
broader field of brand management as a distinct discipline within the domain of
marketing. Marketing itself has received considerable academic scrutiny within the past
50 years, however much early research borrowed heavily from the fields of psychology
(e.g. consumer behaviour) and economics. More recently, specific theoretical models
and frameworks developed within the marketing arena have emerged, thus cementing
marketing’s position as a legitimate and independent aree; of academic study. While
theories from other disciplines are mentioned where appropriate, this chapter
concentrates primarily on reviewing the dedicated marketing literature, largely due to its
relevance to the study and also in demonstration of the author’s commitment to the

development of marketing theory.
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This chapter will begin with a discussion of the distinction between products and
brands, leading to a definition of a brand to be used within the study. Following this
general introduction, the chapter will procéed to critically examine the various
conceptualisations of brand equity and provide a rationale for the selection of an
appropriate theoretical framework for the thesis. A thorough review of the selected
theoretical framework will follow, including a discussion of the elements of brand

equity and the developrhent of appropriate measurement models.

The final sections of the chapter will focus upon the role of marketing communications
in building consumer-based brand equity, starting with a general overview before
narrowing to consider the relevant literature on sponsorship’s contribution to brand
equity. As such, a link will exist between the current and previous chapter, where the
development of sponsorship knowledge was discussed. This chapter builds upon
Chapter 2 by critiquing the sponsorship-related literature within the context of building
brands, thus presenting a comprehensive overview of the current state of play
concerning understanding and knowledge of sponsorship. Finally, the chapter, having
discussed all of the relevant literature, will identify gaps in current understanding and
thus propose the contribution to knowledge of this thesis. Based upon the extant

literature, hypotheses to be subjected to empirical testing will be postulated.
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3.2 The Nature of a Brand

Consumers are bombarded every day by thousands of brands, either through direct
experience, marketing communications or even in conversation. However, despite the
proliferation of brands within modern society, the debate continues to rage about what
exactly a brand is and the extent to which a particular entity is a “brand”. As the brand
concept has become more widespread, so an increasing number of product and service
offerings are seen as brands, while the scope of what can be branded is ever increasing.
For example, once the preserve of fast moving consumer goods (FMCGQG), branding is
now creeping into all areas of moaem society, from sports teams (Gladden, Irwin and
Sutton, 2001) to celebrities such as David Beckham (Maidmenf, 2005) and even
political parties (Sunday Times, 2005). Therefore, this section will start by tracing the
history of brands and from this will move on to discuss the distinction between products

and brands.
3.2.1 The history of brands

The word 'brand' derives from the Old Norse brandr, meaning to burn (Blackett, 2003)
and suggests the process of marking property with an identifying sign. This definition
is echoed in the Oxford English Dictionary (OED) (1998). However, the primary
deﬁnition given by the OED is “a type of product manufactured by a particular
company under a particular name” (p. 218). Therefore, the use of the noun ‘brand’ in a
commercial sense has taken over in the public consciousness as the principal meaning

of the term.
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The use of brands in a commercial setting can be traced back to Greek and Roman
times, when signs for ‘shops’ were carved ouf in stone and markings were applied to
pieces of silver (Riezebos, 2003). The development of commercial branding in an
organised sense has a long history, with whisky distillers in the sixteenth century
burning their names into the top of barrels to identify the producer to consumers, so as
to prevent substitution for cheaper variants by tavern owners (Farquhar, 1989). A more
recent progression towards the domination of brands which exists today soon
developed, with brands such as Twinings, Douwe Egberts and Coca-Cola being

introduced to the market in 1706, 1753 and 1886 respectively (Riezebos, 2003).

- The widespread adoption of brands took place largely within the FMCG sector (Jones,
1999a), however, recent years have seen the proliferation of brands into markets
previously considered as commodities, such as bottled water (Biel, 1992). There are
now very few aspects of life that do not contain branding, with countries, political

parties and even individuals being considered as brands in their own right.
3.2.2 Products and brands

“A product is something that is made, in a factory; a brand is something that is
bought, by a customer. A product can be copied by a competitor; a brand is
unique. A product can be quickly outdated; a successful brand is timeless.”
(King, 1973, p. v) '

One of the fundamental distinctions that can be drawn within the sphere of marketing

and within the broader commercial spectrum is that between a product and a brand. The
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development of brands, traced above, is of course a result of the introduction of
products for sale, as producers gradually found that they needed a way of identifying
their products and differentiating them from competitors. Despite the loﬁg history of
brands, the need to distinguish between products and brands was first identified by

Gardner and Levy (1955) in their article “The Product and the Brand”.

As demonstrated by the above quote by King (1973), the basis of definition for a
product lies in the physicality of the object, that is, a product is the physical item which
rolls off a production line. Kim defined a product as “a physical thing that is made in
the factory, or a service that is made available” (1990, p. 65) and at the core of a product
offering to consumers is the Sfunctional purpose it serves (Farquhar, 1989; Meenaghan,
1995; Jones and Slater, 2003). Such definitions emphasise the chasm between
production and marketing as they imply that the development of products lies in the
domain of production, with no mention of the associated marketing function or the role

of the consumer.

A more consumer-focused definition comes from de Chernatony and McDonald (2003)
who view a product as a consumer problem solver, while King (1973, cited in Riezebos,
2003, p. 233) acknowledges that “what makes companies succeed is not products, but
brands.” With such a claim, the author is recognising the power of a brand over and
above that of the basic product offering. In today’s crowded marketplace, there are very
few genuinely unique products, but a multitude of brands offering essentially very

similar goods and services. It is very simple to produce goods which are almost
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identical, yet it is impossible to replicate a brand (Murphy, 1990), which is the reason

for the importance of brands today.

The distinction between products and brands is not, however, clear-cut in terms of the
range of definitions proposed. In contrast to the view of a product as a tangible item,
Levitt (1986, p. 77) refers to a product as a “complex cluster of value satisfactions”. It
i;v. thus not simply the tangible item that defines a product, but a cluster of attributes
grouped together that represent the object of interest to the consumer. Levitt (1986)
proposes a product as comprising four levels: generic, expected, augmented and
potential product, with the actual physical item (generic product) compared to a stake in

poker — it is merely the necessary minimum to be able to enter the game of selling.

The model of a product is extended to the expected product level, which comprises the
basic expectations of the consumer, through the augmented product level, which
represents offerings over and above consumer expectations, to the potential product
level, characterised as what is possible with the product in terms of future
developments. This multi-dimensional view of a product is more helpful when
considering the product as an offering to consumers; however it could be argued that
such a conceptualisation fails to capture the distiﬁction between a product and the
associated brand. What Levitt (1986) refers to as the expected, and particularly, the
augmented product will undoubtedly contain components defined by other authors as

elements of a brand.
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3.2.3 Products and services

In addition to the distinction between products and brands, there are also perceptible
differences between products and services, as distinct from brands. The single element
most widely accepted as a distinguishing factor between products and services is
intangibility (Shostack, 1977; Zeithaml, Parasuraman and Berry, 1985), however, this is
a very simplistic definition and as pointed out by Shostack (1977), one cannot simply
say that services are intangiblé, while products are tangible. The level of intangibility
undoubtedly varies, with services at the higher extreme and products at the lower end,
for example a holiday is much less tangible than a car. Nonetheless, there are tangible
elements of a holiday, such as the facilities in a hotel bedroom or the in-flight meal.
Conversely, the tangible product of a car is complemented by intangible elements such
as the thrill of driving a powerful vehicle or the after-sales service. Intangibility, as one
characteristic of services, can thus be represented as a continuum, with services
clustering at one end and pfoducts at the other. However, the distinction becomes
blurréd around the middle. For example, is a credit card viewed as a tangible piece of

plastic or a service enabling credit on consumer purchases?

Despite the ubiquity of intangibility as the differentiator between products and services,
three other characteristics of services are proposed that distinguish them from products:
inseparability of production and consumption, heterogeneity and perishability.
Inseparability refers to the fact that services are produced and consumed
simultaneously, for example a consultation is produced by a financial advisor at the

same time as it is consumed by the client seeking the advice. This has implications for
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demand as services are perishable, that is, they cannot be stockpiled. Therefore,
- services represent a unique challenge to the seller in terms of managing fluctuations in

demand that producers can solve through stockpiling.

The final characteristic of services, which makes them distinct from products is their
heterogeneity. A service is an interaction between service providers and customers
(Gronroos, 2005) and as such each encounter is different, making it difficult to achieve
standardization of quality. In fact, Levitt (1986, p. 105) goes as far as suggesting that
with services, the customer “doesn’t know what he’s getting until he doesn’t.” By this,
he means that satisfaction is the assumed requirement and only when a customer is
dissatisfied do the actual criteria of assessment become apparent. The implications of
intangibility, hetero géneity, inseparability and perishability on service quality wiil be

examined below in section 3.3.7.

Thus a distinction is drawn between products and services, largely on the criterion of
intangibility. However, while there exists relative consensus on the issue of what
constitutes a product and a service, academics and practitioners alike are far from

having a definitive answer to the question ‘what is a brand?’
3.2.4 What is a brand?

An attempt was made by de Chernatony and Dall’Olmo-Riley (1998) to examine the
_ literature concerned with defining brands and the authors identified 12 themes into

which the published definitions of the term ‘brand’ could be placed. The themes were
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" both internal, e.g. brand as logo, identity system and company, and external, e.g. brand
as image or relationship. Acknowledgement was also made of a time dimension to
brands, with some definitions identifying brands as evolving entities (see for example,
Goodyear, 1996, cited in de Chernatony and Dall’Olmo-Riley, 1998). This
comp;ehensive study also extended the investigation into definitions of a brand to take
account of opinions from industry ‘experts’, yet still failed to discover a consensus on
an operational definition of the term so widely used in both academic and commercial

studies.

Arguably, one of the simplest conceptualisations of a brand is as a logo or identifier.
Such a definition was developed by the American Marketing Association (AMA) in

1960, which defined a brand as:

“‘A name, term sign, symbol or design, or a combination of them, intended to
identify the goods or services of one seller or group of sellers and to differentiate
them from those of competitors.” (de Chernatony, 2001, p. 21)

Although developed over 40 years ago, the AMA definition captures two very important
points in that a brand acts as both an identifier and a differentiatdr, which is still true
today. Such a view was echoed over 20 years after the AMA definition, by Watkins

- (1986, p. 3), who defined a brand as “an identifiable version of a product which a
consumer could perceive as being distinctive in some way from other versions of the
product.” Slater (1999) suggests that differentiation was a motivation for the early

7 growth of brands; as new brands entered the marketplace, they obtained a short-term
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monopoly. This attracted competition and led to the creation of many oligopolistic
markets, for example supermarkets in the UK. As a result, brands are used to
differentiate a company from its competitors and allow brand owners to thrive in

competitive oligopolistic markets.

However, authors have since gone further in their definitions of a brand to suggest that a
brand acts as a “badge of origin” (Feldwick, 1996, p. 21), offering a promise to
consumers (Kotler, 2003). The concept of assurance given by a brand is captured in
several definitions, notably that by Blackett (2003, p. 18), who claims that “brands
allow the consumer to shop with confidence.” Through the mention of promises and
confidence, the role of a brand is evolving from that of purely an identifier to a broader
definition, which begins to suggest that consumers play a part in the concept of a brand.
Keeble (1996, p. 170) goes as far as to suggest that “a brand becomes a brand as soon

[as] it comes into contact with a consumer.”

Aaker (1991, p. 7) draws on the AMA perspective of a brand as an identifier and

extends the definition to focus on differentiation and giving consumers information:

“A brand is a distinguishing name and/or symbol (such as a logo, trademark, or
package design) intended to identify the goods or services of either one seller or
a group of sellers, and to differentiate those goods or services from those of
competitors. A brand thus signals to the customer the source of the product, and
protects both the customer and the producer from competitors who would
attempt to provide products that appear to be identical.”
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Aaker (1991) then proceeds to extend this definition further by suggesting that a brand
offers benefits over and above those of a product (see Figure 3.1 below). These
benefits are intangible associations, which augment the tangible product-related

benefits.

Thus, the definition of a brand has moved from a narrow conceptualisation as an
identity badge, through the acknowledgement of a brand’s role in differentiating the
offerings of competing providers, to the holistic view of a brand as a collection of
associations over and above the intrinsic product benefits. In the words of Gardner and

Levy (1955, p. 35):

“A brand name is more than the label employed to differentiate among the
manufacturers of a product. It is a complex symbol that represents a variety
of ideas and attributes.”

Figure 3.1 Aaker’s conceptualisation of a product and a brand

Brand

Organizational Brand
Associations Personality

Symbols

Country of
Origin

PRODUCT

Scope Brand-Customer
Attributes Relationships
Quality

User Imagery Uses

Emotional

Self-expressive Benefits

Benefits

Source: Aaker (2002) p. 74
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The cdmplexity of a brand lies in the numerous associations and meanings with which it
can become endowed in the minds of consumers. Riezebos (2003) believes that brands
have both material and immaterial meanings for consumers, which are derived from the
numeroué brand associations. Riezebos (2003) articulates these associations as a
hierarchy from product to brand (see Figure 3.2 below), with a brand building upon the

‘intrinsic product characteristics.

Figure 3.2 Product - Brand hierarchy

Non-distinguishing intrinsic attributes } Product

Distinguishing intrinsic attributes Branded
The brand (brand name, sign etc.) article
Other extrinsic attributes (price, packaging/house style)

Source: Riezebos, (2003) p.74

However, the extrinsic attributes referred to by Riezebos (2003) are largely tangible,
e.g. price and packaging. The key to distinguishing a brand from a product lies in the
intangible elements and associations as suggested by Aaker (1991) above. Thus, a more
thorough definition that conveys brands as constructs inside the mind of consumers
comes from Kotler (2003), who suggests that a brand can convey up to six levels of
meaning: attributes, benefits, values, culture, personality and user. Such a
conceptualisation extends the views of de Chernatony (2001) and Aaker (1991) and
places the definition of a brand firmly in the realm of the consumer. Feldwick (1996, p.
21) claims that “a brand is siinply a collection of perceptions in the mind of the

consumer.” This definition adopts the polar opposite position from that of a brand as a
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logo, but fails to consider the tangible elements of a brand, such as the brand name and

symbol.

All of the definitions presented so far have described a brand in terms of either the
physical attributes or the intangible associations; however no mention has been made of
the benefit of brancis over identical unbranded products. A brand can influence
consumers to purchase a product, thus becoming a valid choice criterion in the purchase
decision (Kapferer, 2004). The key to a successful brand is therefore to add value to a
product (Murphy, 1992, cited in de Chernatony and Dall’Olmo-Riley, 1998). de
Chernatony and McDonald (2003) add that a successful brand is able to sustain these

added values when faced with competitive threats.

Thus, the purpose of a brand appears to be to add value over and above that offered by a
generic product, which is succinctly summarised by Miller and Muir (2004, p. 4) when
they propose that “a brand is a name and/or symbol that is useéi by an organization to
create valﬁe for its stakeholders.” This completes the circle of definitions of a brand,
starting with the brand as a logo and ending with the creation of value for the brand
owner. This value is produced through the benefits and associations that the brand

generates over and above the functional product-related benefits.

The definition which represents the brand construct most comprehensively comes from

Riezebos (2003, p. 63, emphasis added), who claims that:
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“A brand is every sign that is capable of distinguishing the goods or services of a
company and that can have a certain meaning for customers both in material and
immaterial terms.” '

This definition captures the vital concept of a brand as an identifier and distinguisher,
whilst also acknowledging the meaning that brands have for consumers. It is these
meanings which add value to a brand when compared to a generic product and thus
which create value for the brand owner. Many intrinsic and extrinsic elements therefore
make up a brand, however the value inherent in a brand is much more thaﬁ the sum of
the individual parts (Blackston, 1995). Having defined both a product and a brand, it is

to the thorny issue of the value of brands that this discussion will now move.

3.3 Brand Equity

The term brand equity is one of the most frequently used concepts within both academic
and commercial marketing literature, yet almost every author writing on the subject
proposes a different definition. This has led to a confusing arena of debate where it is

" impossible to know if two individuals discussing brand equity are in fact talking of the
same construct. The Marketing Science Institute made brand equity its top research
priority in 1988 (Barwise, 1993) as the concept became more widespread. However,
Baldinger (1990) commented that within a meeting of the Brand Equity Committee, the
number of definitions was equivalent to the number of attendees, while Feldwick (2002)
has gone as far as to suggest that the term ‘brand equity’ be abolished, with individual
variants named separately to avoid the current confusion. Nevertheless, while ‘brand

equity’ remains in common academic and commercial parlance it is the intention of this
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section to critically review the varying conceptualisations, with a view to adopting the

strongest as the basis for investigation within this thesis.

John Stuart, former Chairman of Quaker Oats Ltd (cited in de Chernatony, 2001, p. 3)

famously declared:

“If this business were to be split up, I would be glad to take the brands,
trademarks and goodwill and you could have all the bricks and mortar — and I
would fare better than you.”

The assertion by John Stuart that brands make up the most valuable component of a
business implies that there are advantages to adopting a brand strategy. The idea of
brand value was first conceptualised in financial terms, which provided the impetus for
the adoption of the term ‘brand equity’. In one of the earlier articles on brand equity,
Farquhar (1989, p.24) refers to brand equity as "the 'added value' with which a given

brand endows a product."”

This view is echoed by Riezebos (2003), who goes on further to claim that the value

implicit in the term brand equity can be financial, strategic or managerial:

e Financial (e.g. higher sales and profit margins)
e Strategic (e.g. resistance to competition and trade leverage)

e Managerial (e.g. ease of introduction of new products through brand extensions)
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Thus a distinction begins to develop between financial brand equity definitions and so-

called customer-based brand equity.
3.3.1 Financial brand equity

The idea of placing a financial value on brands took off in 1988, when Rank Hovis
McDougall placed a valuation of its brands at £678 million on its balance sheet
(Murphy, 1990). Since this time, many proprietary models of financial brand value
(equity) héve been developed and with them countless definitions of brand equity have

emerged.

One of the earliest definitions of financial brand equity came from Simon and Sullivan
(1993, p.29), who outlined it as “the incremental cash flows which aécrue to branded
products over and above the cash flows which would result from the sale of unbranded
products”. However, the calculation of such cash flows is problematic and has led to a |

number of brand equity calculation techniques being introduced.

Keller (2003) talks of three financial brand equity measures: the cost, market and
income approaches. The simplest of these, the cost approach, views brand equity as the‘
cost of reproducing or replacing a given brand, including all previous investment in the |
brand, such as research & development and marketing. Despite its simplicity, this
approach is problematic because, while estimating the replacement cost for a new brand

may be relatively straightforward, it is almost impossible to contemplate recreating an
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established brand such as Nike, given all of the previous investment and the intangible

assets associated with the brand.

The market approach to brand valuation comprises the present value of future economic
benefits accruing to the brand. As an abstract concept this definition of brand equity‘
has an appeal in that it represents the value of the brand to the producer (Blackett,
199V1), yet it is problematic from a measurement perspective as it is potentially
impossible to predict with any certainty the future benefits that can be derived from a

brand, particularly in modern, turbulent marketplaces.

The final technique, the income approach is the most widely supported as it ties in with
definitions of brand equity as representing the additional cash flows for a brand over
and above those that could be expected from an unbranded product or service (see for
example, Shocker and Weitz, 1988; Biel, 1992; Riezebos, 2003).' The income technique
values a brand as “the discounted future cash flow from the future earnings stream for
the brand” (Keller, 2003, p.495). Interbrand, one of the world’s leading brand
consultancies has developed a brand valuation technique which adopts this approach by
taking a three year weighted average of historical profits (Birkin, 1996) as a projection
of future profits, then applying a brand strength multiplier to produce a brand value
figure. It is such an approach which lies behind the headline grabbing stories naming
Coca-Cola as the world’s most valuable brand, worth $67.5 billion (Berner and Kiley,

2005).
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The Interbrand valuation method makes use of a brand strength multiplier, which
considers the less tangible, non-financial elements of market leadership, market
stability, nature of market sector, internationality of the brand, the brand’s long-term
trend, support received by the brand and brand protection (e.g. trademarks) (Birkin,
1996). In considering these additional components of brand strength, the Interbrand
methodology moves away from a purely financial valuation of brand equity, towards a
composite measure, taking both financial and customer-based elements into

consideration.

Feldwick (2002) proposes that there are thr¢e senses of brand equity: brand value, brand
strength and brand description. He considers brand value to be the total value of a
brand as a separable asset on a balance sheet. Since the inclusion of brands on the
balance sheet at Rank Hovis McDougall, many organisations have taken the decision to
place financial asset valuations on brands, often for the purposes of acquisition |
(Blackett, 1991). However, in 1997 the UK Accounting Standards Board ruled that
acquired brands must be placed on the balance sheet at the price paid, but internally

created brands must not be listed (Feldwick, 2002).

Moving away from the pure financial valuation, Feldwick describes brand stréngth as “a
measure of the strength of cbnsumers’ attachment to a brand” (2002, p.37) and brand
description as “a description of the associations and beliefs the consumer has about the
brand” (2002, p.37). Thus there is an acknowledgement of brands as having value not

simply to producers, but also to consumers. In the words of McCracken, “brands save
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 value...because they add value” (1993, p.125, original emphasis). This added valueto -

consumers is what has now become known as consumer-based brand equity.

Franzen (1999a) conceptualises two levels of brand equity: consumer equity and

financial/economic brand equity, explaining that financial brand equity is:

“The influence of consumer equity on the brand’s financial/economic
performance in the marketplace, expressed in the level of distribution, sales,
market share, price premium and profit it achieves” (p. 99)

Logically, consumer equity is prior to financial equity (Crimmins, 1992) because a
brand only adds value to a manufacturer or retailer because it adds sufficient value to
the consumer to drive brand preference and sales. Franzen (1999a) captures this
hierarchy when he classifies consumer equity into mental brand equity, that is consumer
preference, and behavioural equity, the actual and repeated purchase of a brand.
Adopting the consumer perspective, a commonly expressed viewpoint is that of Winters
(1991), who suggests that brand equity is the price a customer is willing to pay for a
brand over and above that for the same unbranded product. HoWever, as can be seen
from the work of Franzen, consumer-based brand equity refers to a lot more than a

simple price premium.

Therefore, it can be seen that the term ‘brand equity’ has widened in its usage from a
pure financial valuation technique to include a more customer-centred approach, based
on associations, preferences and purchase behaviour. It is with this in mind that the

next section turns to an appraisal of the consumer-based brand equity definitions in
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order to complete the picture of brand equity and derive a conceptual framework for this

thesis.

3.3.2 Defining consumer-based brand equity

The line between financial and consumer-based brand equity is far from defined and
many authors offer definitions which could sit on either side of the debate. For
example, Aaker and Biel (1993) suggest that brand equity, as perceived by the
consumer, is the value added to a product by the addition of the brand name. While
acknowledging the role of the consumer in the creatioh of brand equity, this definition
offers little insight into what constitutes consumer-based brand equity. Kapferer (2004,
p.10 original emphasis), notes that “customer equity is the preamble of financial equity.
Brands havé financial value because they have created assets in the minds and hearts of
customers...” It is these assets which lie at the centre of consumer-based brand equity,
however there is still no universal agreement on the constituent parts of consumer-based

brand equity.

Brand‘equity can be viewed as the effect of knowing a brand name on the responsé of
the consumer to the brand, measured as the extent to which consumers are willing to
pay more for a certain brand (Kotler, 2003). This perspective on brand equity has
inherent appeal in that it is centred on the consumer yet still maintains some sense of
measurable financial value in terms of the price premium that a brand commands. Such
a view is largely echoed by Biel (1999), who, while exerting that brand equity relates to

future cash flow resulting from placing a brand name on a product or service,
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acknowledges that this cash flow is predicated on a buyer response to a brand, which
exceeds the response that would be obtained by an identical, unbranded product or

service.

Despite the simple attractiveness of Kotler’s definition of brand equity, it is one-
dimensional in that it considers brand equity to be wholly represented by brand
knowledge, implying that a brand will increase its equity by increasing the number of
consumers who know the brand name. Biel’s (1999) definition is not limited to brand
knowledge but is not explicit in terms of quantifying the phrase ‘consumer response’.
In an extension to the above viewpoint, one of the most widely accepted definitions of
consumer-based brand equity comes from Keller (1993, p.2 original emphasis) who

claims that:

“Customer-based brand equity is defined as the differential effect of brand
knowledge on consumer response to the marketing of the brand...Customer-
based brand equity occurs when the consumer is familiar with the brand and
holds some favorable, strong, and unique brand associations in memory.”

Keller suggests that consumer-based brand equity resides in brand knowledge, which he
separates into brand awareness and brand image. Therefore, consumer-based brand
equity is beginning to take on a multidimensional form. It is thus acknowledged that
consumer-based brand equity constitutes more than simple awareness of a brand, as the
conceptualisation also encompasses the associations held in memofy about the brand.
As such the consumer has gone from the periphery of brand equity in terms of merely

purchasing a brand to being at the centre of consumer-based brand equity as the keeper
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of knowledge of and about a brand, which influences attitudes and behaviour towards

that brand.

Following this theme, one of the most prominent definitions of brand equity was
proposed by Srivastava and Shocker (1991, cited in de Chernatony and McDonald,

2003, p.437) and endorsed by the Marketing Science Institute. Brand equity is:

~ “a set of associations and behaviours on the part of a brand’s consumers,
channel members and parent corporation that enables a brand to earn greater
volume or greater margins than it could without the brand name and, in addition,
provides a strong, sustainable and differential advantage.”

In including reference to both associations and behaviours, this definition begins to
capture the complexity of consumer-based brand equity as not only referring to the
knowledge that consumers have about a brand but also their resultant behaviour towards

a brand, which is the ultimate driver of sales.

The definition of brand equity has now been extended to include not only awareness

and associations but also a behavioural component, which implies that the consumer has
an active role to play in the achievement of high levels of brand equity. Franzen

(1999b) refers to brand equity as the meaning that a brand has for consumers, in terms

of both attitudes and behaviours towards the brand. Nevertheless, this definition of
consumer-basgd brand equity lacks specificity regarding the exact components of brand

equity such that the concept could be operationalised and measured.
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In light of the need for a conceptualisation of consumer-based brand equity which is
both multidimensional and detailed, the best definition put forward in the literature so

far comes from Aaker (1991, p.15), who proposes that:

“Brand equity is a set of brand assets and liabilities linked to a-brand, its name
and symbol, that add to or subtract from the value provided by a product or
service to a firm and/or that firm’s customer.”

Within his conceptualisation of brand equity, Aaker claims that the brand assets (or
liabilities) are: brand awareness, brand associations, perceived quality, brand loyalty
and other proprietary brand assets, such as trademarks and channel relationships. These
brand assets combine to provide value to the customer, which in turn generates value for

the firm (see Figure 3.3 below).

This perspective on brand equity brings together elements from many other definitions,
including the centrality of the consumer, the brand associations held in memory and the
value to the brand owner. Equally, the inclusion of brand loyalty reinforces the
behavioural aspect by emphasising the importance of consumer behaviour in the
development of brand equity. Importantly, Aaker states that brand equity can comprise
both assets and liabilities, so introducing the important idea that a brand can have either

positive or negative brand equity.
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Figure 3.3 Aaker’s conceptualisation of Brand Equity

Perceived
Name Quality Brand
Awareness l Associations
Brand Loyalty \ / Other Proprietary
— BRAND EQUITY Brand Assets
Name
Symbol \
Provides Value to Customer | Provides Value to Firm by
by Enhancing Customer’s: | Enhancing:

o Interpretation/ e Efficiency and
Processing of Effectiveness of
information Marketing Programs

¢ Confidence in the ' e Brand Loyalty
Purchase Decision e  Prices/Margins

o Use Satisfaction e Brand Extensions

e Trade Leverage
e Competitive Advantage

Source: Aaker (1991) p.17

The strength of Aaker’s definition lies in the detail offered, which facilitates the
development of a tool with which to measure consumer-based brand eqﬁity. As will be
outlined further in section 3.4, Aaker’s conceptualisation has been widely used and
validated in subsequent brand equity studies. It is therefore the intention to adopt the
conceptualisation of brand equity put forward by Aaker as the theoretical framework for
this study. This conceptualisation brings together the ideas of many authors within the

brand equity literature and offers the most comprehensive view of the nature and
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components of consumer-based brand equity. Equally, Aaker presents brand equity as a

measurable concept by distinguishing between the constituent brand assets.

Aaker (1991) proposes that there are interrelationships between the elements of brand
equity, which will be explored below, for example an association with a well known
brand spokesperson may enhance perceived quality, which may in turn lead to increased
brand loyalty amongst consumers. However, Keller (2003) goes further than implying
links between elements by proposing a hierarchy, which he labels the consumer-based -
brand equity pyramid. While not using the same terminology as Aaker, Keller’s brand
equity pyramid begins with brand salience, a broad indicator of awareness and moves
through brand performance and image, which could be likened to brand associations
(see section 3.3.5 below for a discussion of brand image and brand associations). From
there, the pyramid moves to consumer judgements and feelings, with consumer-brand

resonance, which approximates to brand loyalty, at the pinnacle.

There are undoubtedly links between the components of brand équity, however these
relationships can be two-way. For example, brand associations may lead to a perception
of quality, as outlined above; however a perception of quality may in itself develop
other brand associations such as innovation or leadership. Therefore, the concept of a

- brand equity pyramid is questionable in that it suggests a distinct hierarchy. While it is
widely acknbwledged that brand awareness is a necessary, but not sufficient, condition
for brand equity (Kellef, 2003), this does not necessarily imply that all other elements of

brand equity are sequentially dependent. Therefore, Aaker’s conceptualisation retains
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its strength as a measurement aid by acknowledging the interrelationships between

components of brand equity without imposing conditions upon their use. '

However, in its bare format, Aaker’s conceptualisation itself does not represent a valid
measurement tool. It is therefore necessary to examine further the individual

components in order to develop a measure of consumer-based brand equity.

3.3.3 Brand awareness

“Brand awareness is the ability of a potential target to recognize or recall that a brand is
a member of a certain product category” (Aaker, 1991, p.61). The concept of brand
awareness is perhaps the most widely known of the components of brand equity, as it is
frequently used as a measure of both marketing communications effectiveness and
brand equity in general. However, as Aaker pofnts out above, awareness is not simply
knowing the name of a brand, there must also be a link to the product class. This is
logical in terms of awareness’ ability to contribute to brand equity, as a consumer who
knows the name of a brand but has no knowledge of the product category within which

the brand operates is unable to form other associations or develop loyalty to that brand.

Within the literature on brand awareness, a distinction is commonly made between
recognition and recall, which are both techniques used to measure awareness among
target consumers. Recognition is the simple act of responding positively to the question
‘have you seen brand x before?’” Therefore, recognition implies no knowledge of the

product category (Aaker, 2002). Consequently, the higher order measure of awareness
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is recall, which involves actively linking the brand to the product class, often with the
product class as a stimulus such as ‘what brands come to mind when thinking of

running shoes?’

- Given the prevalence of advertising and other marketing communications abound in the
world today, simple measures of recognition and recall often indicate very high levels of
awareness. This has led several authors to claim that there is a strength component to
awareness which develops through repeated exposure to a brand name and strong
product category associations (Keller, 2003). Aaker (2002) offers the analogy of brands
as mental billboards, with the size of the billboard representing the strength of the
presence of the brand in the mind of the consumer. The idea of an awareness hierarchy
has also been put forward, with measures ordered from unawéreness, through
recognition, then recall up to top of mind awareness (Aaker, 1991). As such it is
possible to examine the effectiveness of a marketing campaign in building brand
awareness by measuring not only the number of target consumers at each level but also

their progression towards the top of the hierarchy.

As critiqued above, Keller proposes a pyramid of brand equity components, with brand
awareness forming the base. While the logic 6f a hierarchy for the other elements of
brand equity was questioned, it is reasonable to assume that awareness is a prerequisite
to brand associations, perceived quality and brand loyalty. Keller (1993) explains this
using an associative network memory model, where brand knowledge consists of a
network of interconnected nodes of brand information. He claims that a prerequisite for

brand image is that a node has been created in memory for that particular brand, thus
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placing brand awareness before any possible brand associations. Keller (1993)
concludes that brand awareness can influence the formation and strength of brand
associations and Aaker (2002) emphasises the link to brand equity by suggesting that
strong brands are managed not just for awareness, but for strategic vawar'eness, that is,
not simply being remembered, but being remembered for the right reasons, which is

where the role of brand associations begins.

3.3.4 Measuring brand awareness

Assuming Keller’s (1993) view of brand awareness as the base of a hierarchy of brand
equity elements, it is unsurprising that measurement of brand awareness has long been
of interest to both academics and practitioners. Within the broad domain of brand

awareness, three distinct concepts emerge: top-of-mind awareness (TOMA), recall and

recognition.

- TOMA refers to the first brand recalled by a consumer When given a particular stimulus,
often the product category. Brand recall, often termed unaided awareness, measures the
brands that a consumer brings to mind when given a prompt such as product category or
a particular need to satisfy, e.g. “which brapds come to mind when you need to buy fuel
for your vehicle?” TOMA and brand recall in general are so-called higher order
measures of brand awareness because they refer to the brands that are actively recalled
from memory without being given a list of brands as a prompt. In contrast, brand
recognition, often termed aided awareness, measures a consumer’s ability tQ recognise a

given brand from a list, e.g. “which of the following brands of fuel have you heard of?”
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The distinction between and the relative merits of recall and recognition techniques has
sparked debate for many years, originating in the field of advertising effectiveness
measurement (Du Plessis, 1994); a definitive solution to the recall or recognition debate

still remains to be found.

The usefulness of brand awareness and, more specifically, recall and recognition yaries
with the consumer decision making process within the product category and also the
level of involvement the customer has with the purchase (Kapferer, 2004). In line with
Keller’s (1993) view of awareness as a prerequisite to associations, perceived quality
and loyalty, it is widely believed that brand awareness is of great importance to new
brands (Farr, 1999; Franzen and Bouwman, 2001), but its usefulness as a measure of
brand equity for established brands has been questioned (Gordon, 1996). Similarly,
studies have shown that brand awareness can play a large role in the purchase decision
for inexperienced consumers, selecting between brands of a particular product for the
first time (Hoyer and Brown, 1990), while it may not be such a powerful factor for more

experienced consumers.

Farr (1999) argues that brand presence (awareness) is a key factor for new brands as
consumers are uhlikely to buy a brand that they know nothing about. A correlation has
been found between brand awareness and product trial for newly launched brands and
while there is no gﬁarantee, awareness appears a logical prerequisite of product trial.
However, in more mature markets where almost all brands have close to 100 per cent
awareness, e.g. banks and oil companies (Gordon, 1996) there is little to be gained from

measuring brand awareness as an indicator of brand equity because it is unlikely to
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distinguish between different brands within the market. Gordon (1996) goes on to
criticise the use of brand awareness by suggesting that its meaning is actually confused
and many supporters view awareness as a synonym of salience, which actually refers to
the importance a brand holds for the consumer. Clearly, awareness of a brand does not
necessarily imply that a consumer holds the brand as important, therefore, despite the
significance of brand awareness, it is crucial not to overstate its contribution to the

overall value of the brand.

As a response to the awareness — salience debate, Franzen and Bouwman (2001)
suggest that TOMA may be used as a measure of brand salience as it refers to the first
brand named when given a product category stimulus. It is evident that it is not enough
to simply measure the number of consumers who recall a brand name but there is a need
to measure the strength of the influence this has on consumers (Feldwick, 2002).
Franzen (1999a) suggests that, in addition to measuring simple awareness, it is useful to
measure brand familiarity, e.g. the extent to which the consumer knows the brand,
measured on a scale from “I don’t know the brand at all” to “I know the brand very
well.” Aaker (1996) includes a similar measure in his conceptualisation of brand
awareness, by assessing whether respondents have an opinion about the brand. This
measure of salience, therefore, acts as a bridge from mere name awareness to broader

brand associations.

Finally, the measure of brand awareness has been linked to brand usage. Consumers
frequently recall the brands that they have most recently used (Franzen and Bouwman,

2001) and therefore brand awareness may not be so much a pure measure of whether a
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consumer has heard of a particular brand but rather more a function of previous brand
usage. Obviously, this is not the case for newly launched brands, but such a contention
adds support to the argument that brand awareness as a measure is only truly valuable
for new brands and is of limited importance for established brands. Despite the
criticisms of brand awareness measures, they are still widely used within academic and
market research; however it is important to go beyond awareness when considering

consumer-based brand equity.

3.3.5 Brand associations

The term brand association, as defined by Aaker (1991, p.109) is “anything ‘linked’ in
memory to a brand.” This is a very broad definition, suggesting that brand associations
are a catch-all for any brand-related characteristics which are not included in one of the
other elements of brand equity. Riezebos (2003) divides brand associations into
material and immaterial associations, while Aaker (1991) identifies 11 categories of
brand associations: product attributes, intangibles, customer benefits, relative price,
use/application, user/customer, celebrity/person, lifestyle/personality, product class,
cofnpetitors and country/geographic area. An examination of what constitutes a brand
association reveals that these elements lie at the very heart of brand equity and the

marketing activities of firms across the globe.

Consistent with the associative network memory model, Keller (1993) suggests that
brand associations are the other nodes in memory connected to the brand node, which

contain the meaning of the brand. However, as with awareness, it is not sufficient to
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have a dichotomous view of brand associations as present or absent; the key to brand
associations’ ability to build brand equity lies in their strength, favourability and
uniqueness (Keller, 1993). It is the ability of brand associations to differentiate a brand
from its competitors which lies at the heaﬁ of their contribution to brand equity. For
example, certain product classes such as perfumes and clothes are not easily
distinguishable by most cbnsumers, so the brand and its associations play an important

identification and differentiation role (Aaker, 1991).

When confronted with a list of brand associations, for example a celebrity
spokesperson, country of origin and price, it is easy to see them as a collection of stand-
alone attributes of a brand. However, the power of brand associations lies in the links
between these associations, creating a congruent whole. éongmence of brand

- associations can impact how readily an association is recalled and how easily a new
association can be linked to the brand (Keller, 1993). If a brand association is supported
by other links in a network of information, then the association will be stronger in the

mind of the consumer than if it existed purely in isolation (Aaker, 1991).

Two commonly cited brand associations are user associations and brand personality,
with Jones (1999b) referring to these as added values of a brand. The concept of brand
personality as “the set of human characteristics associated with a brand,” (Aaker, 1997)
has recently gained acceptance within the marketing domain and much use is made of
brand personality in market research. The sources of such brand personality

associations can be wide-ranging, both product-related, for example price and
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packaging, and non-product-related, such as country of origin, marketing

communications style and sponsorship/endorsement (Aaker, 2002).

Brand personality differs from user associations in that it is the brand itself that is
deemed to have human character traits. The anthropomorphism of brands leads to
insights into how brands are perceived by consumers, with many brands which are
endowed with a strong personality using this as a basis for marketing campaigns, for
example Apple and Nike. In contrast, user associations refer to the perceptions held
about typical users of a brand, which may or may not mirror the persdnality perceptions

of the brand itself.

However, consumers frequently seek brands with a personality congruent with their
own actual or desired personality (Batra, Lehmann and Singh, 1993) and consequently,
brand personality is a driver of brand choice in terms of representing a brand as being
‘for me’ (Plummer, 2000). Brands are often used by consumers as an expression of
their personality or even a part of their identity, whether that be an actual or aspirational
view (Aaker, 2002). Consequently, the power of brand personality as a component of
brand associations is substantial. Unfortunately, despite the acceptance of brand
personality among marketing researchers (Aaker, 2002), its use as a valid ‘research tool
depends upon its acceptance by subjects. While many consumers may carry opinions of
a brand in terms of personality traits, they may not acknowledge this fact or may
question the validity of the brand personality concept. Therefore, while brand
personality represents an academically sound component of brand associations, it

remains susceptible to the viewpoint of the consumer as to whether they feel able to
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perceive brand personality and, more importantly, to articulate these opinions in brand

research.

When considering the role of brand associations within the brand equity concept, it is
necessary to broaden the picture in terms of drawing a distinction between existing
brahd 'associations and desired brand associations. At any given moment a brand will
have a series of associations, which are likely to change over time and which may not
be the same across different markets or even between individual consumers. The
primary means of altering these brand associations lies in marketing communications,
such as advertising and sponsorship, however there are elements of brand associations
which are almost impossible to control and which a brand owner must live With, e.g. the
brand’s country of origin.b For example, McDonalds is inextricably linked with the
United States of America and no amount of marketing activity will ever nullify this
association. In times of anti-American sentiment, the brand may suffer from this
country association and while the links with the USA can be played down, they can
never be eliminated completely. Therefore, while the owner can influence a brand’s
associations through marketing activities, there will always remain a certaih element
over which it has no control. Aaker (2002, p.68) thus extends th¢ concept of brand

associations into a wider framework of brand identity:

“Brand identity is a unique set of brand associations that the brand strategist
aspires to create or maintain. These associations represent what the brand stands
for and imply a promise to customers from the organization members.”
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In Aaker’s (2002) vocabulary, brand image is how the brand is currently perceived in
terms of its associations, with brand identity as the goal for marketers to achieve.
However, the term brand image represents an area of conflict within the literature as the
same term is used differentially by other authors to denote a range of concepts. Tauber
(1988) noted that marketers tended to use the terms brand equity, brand image and
brand personality interchangeably, which leads to confusion. Riezebos (2003, p.63)
‘views brand image as the “subjéctive mental picture of a brand shared by a group of
consumers” and claims that the content of a brand image is the associations a brand
name evokes. Similarly, Biel (1993) uses the term brand ifnage to define the group of
associations a consumer holds for a brand. Biel (1992) also echoes the view of brand
associations as multifaceted, suggesting that brand image comprises corporate image,
user image and product/service image. While not differing greatly from the seminal
views of Aaker and Keller, the inconsiétent use of the terms image and associations
creates an arena full of uncertainty and misunderstanding over the precise definition of

the terminology being used.

Despite the obvious confusion resulting from the non-standardized use of terminology,
the concept of brand associations as a key component of brand equity is unchallenged
by any author. It is these associations which are so often presented as the face of a
brand and are reflected in its marketing communications. Certain authors have gone as
far as to say that image (or associations) drives brand equity (Biel, 1993). Brand
associations can help to create value for a brand through differentiating it from
competitors, providing a reason to buy, creating positive feelings towards a brand and

giving cues to consumers to retrieve relevant information. However, despite their
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importance, brand associations remain only one of five components of brand equity as
postulated by Aaker and as such their importance must not be allowed to overshadow

the other elements in a brand equity measurement tool.
3.3.6 Measuring brand associations

The varied and intangible nature of brand associations makes their measurement more
complex than, for example, brand awareness. Added to this is the fact that brand
associations will véry over time and across different brands, posing problems for the
creation of a generic brand associations measure. Aaker (2002) proposes a three-
pronged measure of brand associations under the headings of perceived value,
personality and organisation (i.e. the br'and’s parent company). In addivtion, he includes
a measure of differentiation within the overall brand association measure. Aaker (2002)
sees differentiation as the key elemeht within the measure of brand associations, arguing
that if a brand cannot differentiate itself from competitors then it will not be able to
support a price premium. Therefore, while perceived value, personality and

organisation are valid measures of brand associations, their importance lies in their

ability to differentiate a brand.

The concept of brand personality as a component of brand associations was captured in
the work of Jennifer Aaker (1997), who developed a measure of brand personality that
could be applied across product and service categories. Using factor analysis, a range of

personality traits were examined across a number of brands with the resulting output
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producing five personality dimensions: sincerity, excitement, competence,

sophistication and ruggedness.

While the Aaker (1997) brand personality scale is a valid and empirically-tested
measure, its use within the wider context of measuring brand associations would'be
cumbersome due to the large number of items included in the scale. David Aaker
(2002) therefore advocates simply measuring if the brand has a strong personality and
not investigating the nature of this personality. From a pragmatic perspective this
solution works well, however by simply assessing the strength of a given brand’s
personality, nb insight is gained into whether the brand carries positive or negative
personality traits. Nevertheless, Aaker (2002) contends that brand personality often
remains stable over long periods of time, therefore conducting an in-depth measure of a
brand’s personality may not capture the contemporary realities of the market. While
acknowledging the role of brand personality within wider brand associations, it is
important to present a balanced measure of the elements of brand equity. Therefore,
while the Aaker (1997) brand personality scale may be appropriate for an individual
brand audit, its size and complexity render it problematic’within a broader brand equity

measurement framework.

Unquestionably, the concept of brand associations will never fully attain an objective
measure that can be applied across product categories due to the variety of elements
contained within the proposed definitions. Nevertheless, Aaker’s (1996) measure,
within the broader brand equity measurement framework (discussed in section 3.4.2

below) represents a parsimonious tool with which to assess brand associations across a
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range of brands, in line with the chosen conceptualisation of consumer-based brand

equity.
3.3.7 Perceived quality

The third component of brand equity as conceptualised by Aaker is perceived quality. It
is conceivable that quality could be subsumed within the broader category of brand
associations, however it is an indicator of its importance in building consumer-based

brand equity that it is regarded as a measure in its own right.
In the words of David Aaker (1991, p. 85 emphasis added):

“Perceived quality can be defined as the customer’s perception of the overall
quality or superiority of a product or service with respect to its intended
purpose, relative to alternatives.”

Three key points arise from this view of perceived quality, the first being that what is
examined is the perception of the customer with regard to product/service quality. The
central role of the customer in assessing perceived quality means that a distinction must
be drawn between subjective and objective evaluations. Several authors have attempted
to develop' objective measures of quality, for example Garvin’s (1984) product quality
dimensions, including performance, reliability, durability and fit and finish. However,
such models, while potentially offering a benchmark of quality in terms of conforming

to set standards, fail to take into account customer feelings and perceptions about the
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intrinsic and extrinsic quality of a product or service. For example, consumer
publications such as Which? frequently offer bseemingly objective assessments of
quality for a particular product or service class. However, a consumer is unlikely to
base his or her quality perceptions solely on such measures and ideas from prior
experience, word of mouth or marketing communications, for example, are likely to
influence the overall degree of quality attributed to the product or service. This
argument is supported by Zeithaml (1988), who argues that perceived quality and
objective quality are not the same thing and even questions the existence of a true

objective quality.

The second important feature of perceived quality is that it examines quality with
reference to the intended purpose of the product or service. This point links with the
above discussion concerning objective quality measures, because it is perfecﬂy
conceivable that a product or service may score highly on objective measures of quality
such as conformance to industry standards or reliability but if these are not important

features to the use or consumption of the product/service then they become redundant.

Thirdly, the measure of perceived quality is placed firmly in the domain of the
consumer as it is fhe set of substitutes as defined by the customer, not that defined by
the brand owner, which represents the comparison set for assessing a given brand
(Zeithaml, 1988). Aaker (1991) refers to this in his definition when he says that
perceived quality is measured relative to alternatives. Jones (1999a) captures this point
in his assessment of successful brands, saying that for a brand to be successful it needs

to be functionally efficient and superior, or perceived as superior, to competitors, on
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-attributes valued by the consumer. As such, brand owners need to be aware of customer
perceptions of substitutes when'deﬁning the marketplace within which the brand is

positioned in order to compete on important quality dimensions.

Despite the insistence that percéived quality is firmly placed in the mind of the
consumer, there is comfort for brand owners in Aaker’s (1991) admission that while
perceived quality itself is an overall feeling that a customer has about a brand, this
perception is often based on product/service characteristics such as performance or
reliability. This seems to represent somewhat of a contradiction with the distinction
between perceived and objective quality, however, in this case quality appears as a
multi-layered construct. The concept of overall perceived quality does lie in the mind
of the consumer, however customers use tangible cues to guide their perceptions of
quality and it is these tangible itemvs which are present in so-called objective quality
measures. Equally, marketers can offer extrinsic quality cues to customers through .
pricing and promotional expenditure (Kirmani and Zeithaml, 1993) which can influence E

consumer perceptions.

In addition to the body of literature concerning perceived quality, much academic
interest has also focussed on the issue of service quality and hpw this differs from
product quality. In line with the characteristics of services outlined in section 3.2.3,
services do not have manufacturing specifications to ensure consistent quality
(intangibility), sérvice delivery often differs from one encounter to another
(heterogeneity) and the consumer plays a role in the service delivery (inseparability),

thereby impacting upon the quality of service that can be offered. As a result of these
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factors, consumers often find it more difficult to evaluate service quality than product

quality (Parasuraman, Zeithaml and Berry, 1985).

Several conceptualisations of service quality have been put forward, with Lehtinen and
Lehtinen (1991) proposing two models, one from an organisational perspective and one
from a consumer perspective.. The organisational view sees service quality as

| comprising three dimensions: physical quality (e.g. the service environment), interactive
quality and corporate quality (how customers perceive the image of the organisation).
From a consumer perspective, service quality comprises process quality (the subjective
evaluation by the customer of their participation in the service encounter) and output
quality (the consumer’s view of the result of the service encounter). However, due to
the interaction required within a service encounter, service quality may only be assessed

by actual customers.

Given the complex and multifaceted nature of perceived quality, its measurement is
inevitably fraught with conflicts, often centring on tﬁe subjective — objective divide.
However, in addition to Garvin’s (1984) objective quality dimensions, attempts have
been made to develop a measure of perceived quality within the context of consumer-

based brand equity.
3.3.8 Measuring perceived quality

As mentioned above, perceived quality is assessed within the product frame of

reference, i.e. there is a difference between assessing the perceived quality of a Jaguar
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within the luxury car category or within the entire automobile market. Therefore, a
simple measure of perceived quality may not be sensitive ’;o innovations by -competitors
(Aaker, 2002), depending on the frame of reference being used. Consequently, within
his measurement framework, Aaker (2002) considers perceived quality along with
popularity and leadership and a measure of brand esteem (characterised as respect for a
brand). Aaker (2002) contends that the inclusion of leadership (e.g. whether, in
comparison to competitors, the brand is a leader in its product category) taps the

dynamics of the marketplace rather than considering the brand in isolation.

As discussed above, when faced with measuring perceived quality, the distinction
between objective and subjective quality evidently appears. If a particular consumer
has no previous experience with a brand, he or she may find it difficult to assess
objective quality, particularly for brands high in credence or experience qualities such
as financial services. Therefore, if a measure of perceived quality is to be applicable to
both customers and non-customers, it is important that it considers not only functional

performance but also wider quality indicators.

The issue of measuring service quality (with services representing the extreme
intangible end of the scale) was tackled comprehensively by Parasuraman, Zeithaml and

- Berry, (1988), who devised the measurement tool SERVQUAL. Within this
conceptualisation, service Quality can be measured along the dimensions of tangibles,
reliability, responsiveness, assurance and empathy. As with all measures of service
quality, such a model is only appropriate in a post-purchase context and is not

applicable to non-customers. Equally, a measure of service quality is more reflective of
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a single transaction rather than an overall quality perception of a brand. Therefore,
despite its strength in assessing service quality, its application within a brand equity

framework is strictly limited.

Within his proposed brand equity measurement tool, Aaker (1996) makes a distinction
between perceived quality and perceived value, with value included in brand
associations. Based on research from Young & Rubicam, Aaker (2002) justifies this
distinction, claiming that perceived value relates more to the functional benefits
associated with buying the brand, while perceived quality and esteem measures tap the
prestige and respect of the brand. Therefore, it is crucial to assess both perceived value
and quality so as to make the measure of brand equity suitable for consumers with or

without prior purchase experience.

Perceived quality represents not only an important but also a complex element of brand
equity, which owners need to be aware of in managing their brands. While perceived
quality lies in the minds of consumers, the perceptions are garnered from cues given by
both the product attributes and the marketing of the brand. Perceived quality can thus
provide a reason to buy a product or service, reassure existing customers that they have
made the right purchase decision as well as increase the willingness of consumers to
pay a price premium for the brand whilst in turn reducing their sensitivity to price

reductions by competitors (Franzen and Bouwman, 2001).

94



CHAPTER 3: Literature Review

3.3.9 Brand loyalty

Brand loyalty is often cited as the holy grail of marketing, with many brands striving
towards achieving a loyal customer base in the belief that this will lead to eternal
success and profit. Keller (2003) places brand loyalty at the top‘of his brand hierarchy
and while the rank ordering of brand equity components has been called into question,
this emphasises the importance of brand loyalty to brand building. Aaker (1991, p.39)

refers to brand loyalty as:

“a measure of the attachment that a customer has to a brand. It reflects how
likely a customer will be to switch to another brand, especially when that brand
makes a change, either in price or in product features.”

The key feature of brand loyalty, which distinguishes it from the other elements of
brand equity is that it relates to consumer actions rather than simply knowledge,
feelings or perceptions. It is commonly arguéd that, in order for brand loyalty to exist, a
* consumer must have had prior purchase and use experience with the brand, which are
not necessary conditions for brand awareness or the presence of brand associations,
including perceived quality (Aaker, 1991). While this seems logically true, the notion
of brand loyalty is not so simple, and can be divided into what has been termed
behavioural and attitudinal brand loyalty (Jacoby and Chestnut, 1978). Behavioural
brand loyalty is viewed as the act of repurchasing a brand over time, with attitudinal
brand loyalty being the psychological commitment to the brand which results from this

repurchase behaviour.
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In taking this broader view of brand loyalty, it is possible to imagine measuring loyalty
both in terms of actual purchase volume and history and also by considering the
attachment the consumer has to the brand, operationalised through measures such as ‘I
feel comﬁiﬁed to this brand’ and ‘I would recommend this brand to my friends and
family’. There are many reasons why a consumer may be loyal to a brand, one of which
is out of preference, but others include inertia, lack of available alternatives or high
switching costs (Harrison, 2000). These are negative motivations for brand loyalty and
as such do not really contribute to the equity of a brand because the consumer does not
necessarily hold any positive thoughts or feelings about the brand. Therefore, it is

important to consider brand loyalty as more than simple repeaf purchase.

In his definition of brand equity, Franzen (1999a) draws the distinction between mental
and behavioural brand equity. The behayioural component refers largely to brand
loyalty, again suggesting the relative importance attached to this elemént of Brand
equity. However, Franzen and Bouwman (2001) go further, explaining that behavioural
brand equity covers total number of users, uptake of the brand by new users, the number
of deserters of the brand, the share of category requirements satisfied by the brand and
the price premium that customers are willing to pay. Again these are all relevant in the
conceptualisafion of brand loyalty because the loyal customer core is affected by the
inflow and outflow of consumers of the brand and their purchasing behaviour within the

marketplace.

The importance placed on brand loyalty within the brand equity models can be

explained by its links to purchase behaviour. While the other elements of brand equity
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contribute indirectly to consumer behaviour, brand loyalty is the only element that is
tied directly to sales, and thus profits (Aaker, 1991). As with the other dimensions of
brand equity, ther¢ are links between brand loyalty and, for example, brand associations
and perceived quality (Aaker ,1991). A consumer may continue to purchase a brand
because they percéive it to be of high quality.' Similarly, a consumer may be loyal to
Apple, for example, because it has associations of ‘cool’ and ‘fashionable’ that they
want to tap into. In fact, Aaker (1996) goes as far as to suggest that loyalty is so
.important that the other dimensions of brand equity could be measured based on their
ability to build brand loyalty. However, this is not necessarily such a simplistic
relationship and brand loyalty is not always merely a function of the other elements of

brand equity (Aaker, 1991).

Brand loyalty is unique among the dimensions of brand equity in that it sits alongside
the other elements but is also affected by a brand’s equity itself. The potential influence
that the other elements of brand equity can have upon brand loyalty has led some
authors to propose brand loyalty as a way in which brand equity adds valﬁe to the brand
owner (Aaker, 1991). This argument is true in terms of the interrelationships between
the elements of brand equity but is not helpful in providing a clear model of brand
equity because it implies that brand loyalty is both an input to and an output from brand
equity. Brand loyalty is an intangible concept, which can only be assessed by a range of
indirect measures, therefore it is preferable to see the profits from brand loyalty as the

tangible output from the model, with brand loyalty itself as an input to the system.
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3.3.10 Measuring brand loyalty

The measurement of brand loyalty is perhaps the most contentious of all the elements of
brand equity, with academics debating not only the concept itself, but also the merits of
various approaches to its measurement. Consistent with the distinction between
behavioural and attitudinal brand loyalty, a measurement tool needs to identify that
element of brand loyalty which it is trying to investigate. A frequently used brand
loyalty measure is Share of Requirements (Feldwick, 1999a), which assesses the
proportion of a consumer’s total product category requirements that are satisﬁed by a
particular brand. For example, such a measure would ask: ‘of your last ten purchases of
coffee, how many were Nescafe?’ As an indicator of a consumer’s attachment to a
brand, at the expense of competitors, this tool has intuitive appeal, however it is

primarily suited to the FMCG sector and lacks generalizability to sectors with a lower

purchase frequency, e.g. cars or financial services.

Another widely used measure of brand ldyalty examines future purchase intention,
whereby consumers are asked about the likelihood of their purchasing a particular brand
in the future. Again this approach has intuitive appeal but relies heavily on the response
being an accurate representation of likely future purchasing behaviour. Survey
questions examining purchase behaviour frequently result in an overestimation of
purchases (Franzen, 1999a) and there is evidence to suggest that questions about future
purchasing intentions elicit responses more representative of past purchasing behaviour

than future plans (Franzen and Bouwman, 2001; Feldwick, 2002).
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As with brand associations, simply calculating the number of individuals claiming to be
loyal to a brand only tells half of the story. It is also necessary to consider the strength
of the attachment to the brand (Feldwick, 1'999a). Such a scenario can result from the
use of simplistic measures of past purchase behaviour, for example, asking what
proportion of purchases in the past month were accounted for by one brand. The
findings could result in a respondent being deemed 100 per cent loyal because all two
category purchases were of that brand. Similarly, a respondent who is only seen as 70
per cent loyal may in fact have bought the brand in question seven out of ten times.
Using such a crude measure of brand loyalty can distort the results, therefore it is
necessary to develop, as with the other elements of brand equity, a multidimensional

measure of brand loyalty.

In a departure from other conceptualisations of brand loyaity, Aaker (2002) measures
brand loyalty as comprising satisfaction and loyalty indicétors as well as an assesément
of price premium. It was suggested above that perceived quality can make consumers
less sensitive to price cuts by competitors, and by including price premium as a measure
of loyalty, Aaker (2002) extends this idea, suggesting that the willingness to pay a
higher price is a sign of attachment to the brand. While price premium does not imply
any previous purchase, it can be considered as a behavioural element of brand loyalty as
it refers to an act of purchase rather than an opinion held about the brand. Equally,
Aaker (1996) includes measures of the likelihood of a consumer recommending the
brand to friends and family, future purchase intention and satisfaction with previous

purchases.
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Unlike all of the other elements of consumer-based brand equity, brand loyalty contains
elements that are purely the preserve of existing customers, in terms of assessing the
behavioural attachment to the brand. However, Ehrenberg and Uncles (1995, cited in
Franzen, 1999a) found that consumers largely buy out of habit. Therefore it is crucial
for a measure of brand equity to contain not only an examination of buyer behaviouf but
also attitudinal attachment'becrause purchase behaviour alone does not define a customer

as loyal to a particular brand.

Brand loyalty is undoubtedly a vital element of brand equity but this importance also
results in a complex conceptualisation in an attempt to capture its many features and
influences. It is vital to maintain a broad definition of brand loyalty, to include both
behavioural and attitudinal components in order to facilitate its meaéurement within a
brand equity framework. While Keller (2003) placed brand loyalty at the apex of the
brand equity pyramid, Aaker (1991) does not see brand loyalty purely as the result of
brand awareness, bfand associations and perceived quality. All‘ are placed as equal, and
necessary, components of brand equity. Thus, his final dimension is the often negiected

other proprietary brand assets, to which this discussion will now turn.

3.3.11 Other proprietary brand assets

The most commonly cited examples of other proprietary brand assets are trademarks,
patents and channel relationships (Aaker, 1991). Unlike the other elements of brand
- equity, these assets lie with the brand owner rather than in the minds of consumers. In

this sense, they can be considered drivers of consumer-based brand equity, rather than
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| components of the concept. For example, having a registered trademark will protect a
brand against attempts at passing off, so reducing the potential for brand clutter which
harms awareness, and protecting the associations of the brand. Equally, strong channel
relationships can offer a competitive advantage to brands, for example, by ensuring their
presence in well known retail outlets. This will contribute to brénd loyalty as the
consumer has to conduct less of a search to purchase the product/service than if it were

not so widely available.

As such these assets are more relevant to the concept of brand equity for products,
although they have a role in services, for example having channel relationships with
well-known insurance brokers will serve insurance companies well, while trademarks
will protect brand names as they do for products. Nevertheless, other proprietary brand
assets stand apart from the other four components of Aaker’s conceptualisation of brand
equity in that they reside with the brand owner and can act as a catalyst for awareness,

associations and loyalty without themselves being directly perceived by the consumer.

3.4 Developing a Measure of Brand Equity

The above sections have examined the measurement of individual elements of brand
equity by considering the methods frequently employed in previous empirical studies.
As such, these measures can be considered as stand-alone techniques, used to isolate
awareness, associations, perceived quality and brand loyalty, not necessarily within a
wider brand equity framework. While some mention has been made of elements

included within broader brand equity measures, the above section also reviewed
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techniques used in a general marketing research context. As such, many of the
measures above would be too cumbersome if combined to create a measure of brand

equity.

In addition to the individual measures and in line with the growing interest in brand
equity, several studies (both proprietary and academic) have attempted to create single
or multidimensional, global measures of brand equity, incorporating some or all of the
components cited in Aaker’s (1991) theoretical framework. This section will review the
models put forward before selecting an appropriate measurement tool for the currenf

study.
3.4.1 Proprietary brand equity measurement tools

The strongly practical nature of marketing meant that the earliest models of brand
equity were developed by brand consultancies, resulting in a prolifer‘ation of proprietary
measurement tools, each claiming to offer a definitive answer to the question of how
valuable a brand is in terms of consumer-based equity. One of the earliest models was
developed by Landor as a measure of brand strength, comprising how well a brand is
knbwn (share of mind) and how highly regarded a brand is (esteem) (Winters, 1991;
Owen, 1993). Whilst offering insigﬁt into the strength of a particular brand, the use of
only two measures restricts the usefulness of such an instrument as it is open to the
criticism of having ignored many other, important elements of brand equity. Blackston
(1995) proposes a Brand Relationship model, which takes a qualitative approach to

brand equity measurement, examining in particular brand image and brand attitude.
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This view is highly brand-centric and measures brand equity from the brand rather than

the consumer perspective.

Similarly, the BrandDynamics™ Pyramid model developed by Millward Brown offers a
well-defined and empirically tested way of measuring brand equity (Dyson, Farr and
Hollis, 1996). However, this particular model concentrates on brand loyalty as the
focus of consumer equity and therefore lacks application within the wider,
multidimensional conceptualisation of brand equity as proposed by Aaker (1991) and

Keller (1993).
- 3.4.2 Academic brand equity measurement tools

In line with his conceptualisation of brand equity, Aaker (1996) developed a tool for
measﬁring brand equity across a range of products and markets. In line with the
multifaceted definition, Aaker adopts a multidimensional measurement tool, as
advocated by Churchill (1979). Aaker (1996) stresses the importance of congruence
between the construct of brand equity and the measurement tool and thus his approach
includes measures of awareness, associations, perceived quality and brand loyalty.
However, whilst being informed by this conceptualisation of brand equity, the
measurement tool (Figure 3.4, below) is also influenced by subh proprietary models as
Young & Rubicam’s Brand Asset Valuator and EquiTrend by Total Research (Aaker,

1996).
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Figure 3.4 Aaker’s Brand Equity Measurement Tool

Brand Equity Measurement Tool

LOYALTY

ASSOCIATIONS/DIFFERENTIATION

Price Premium

Perceived Value

For a given quantity of product X, Brand
Y is priced at $1.50. How much more
would you be willing to pay for Brand Z
instead of Brand Y?

Brand is good value for money

There is a reason to buy brand over
competitors

Personality

Brand Y would need to cost __ % less
than Brand Z before I would switch

Brand has a personality

Brand is interesting

Price-brand trade off: Brand Y @ $.1.50

I have a clear image of typical brand user

or Brand Z at $2.00? Brand has rich history
Satisfaction/Loyalty Organization
Satisfaction with recent product use I trust the brand

Brand met expectations

I admire the organization

Intention to buy on next opportunity

Would recommend the brand to others

I would be proud to do business with the
organization

Brand is only one/one of several I buy

Differentiation

PERCEIVED QUALITY

Brand is different from others

Perceived quality (in comparison with

Brand is the same as others

other brands) AWARENESS

Brand is very high quality Brand Awareness

Brand is consistently high quality Name brands in product class
Brand is the best/one of the best/worst Have heard of brand

etc.

Have an opinion about the brand

Leadership (in comparison with other
brands)

Am familiar with brand

MARKET BEHAVIOUR

Brand is growing in popularity

Market Share

Brand is a leader in its category

Based on market usage surveys

Brand is respected for innovation

Price and distribution indices

Esteem (in comparison with other
brands)

Relative market price

Number of stores stocking brand

I hold the brand in high esteem

Percentage of people with access to the
brand

I respect the brand

Source: adapted from Aaker (1996) p. 118

The measurement of particular elements of brand equity within Aaker’s framework has -

been discussed above, therefore it is not the intention of this section to repeat earlier

points. One issue raised by Aaker (2002) is that the satisfaction measures included in
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his measure of brand equity are not applicable to non-customers. However, the
remainder of the measures are equally applicable to those with or without prior purchase
experience of the brand, making this a highly flexible and useful tool in the assessment

~ of consumer-based brand equity.

Despite offering a comprehensive tool for measuring the various components of brand
equity, Aaker (1996; 2002) claims that price premium (within the wider sphere of brand
loyalty) may be the single best measure of brand equity because ahy brand equity driver

should impact on the price premium a consumer is willing to pay.

However, despite the apparent simplicity with which price premiums can be measured
by examining historical purchase data, the ability to maintain or increase market share
while charging higher prices does not alone guarantee an increase in brand equity. For
example, depending on the nature of the market there may be a time lag between a price
increase and the resultant loss of market share (Feldwick, 1999a), which would distort
any findings. Therefore, the inclusion of market share and price measures within the
brand equity framework only brings limited benefit, particularly as the other
measurement indices all measure consumer perceptions. Links between other elements
| of brand equity such as a§vareness and actual sales have been found to be at best tenuous
(Hoek, Gendall and Theed, 1999). Therefore attempting to include sales figures and
consumer attitudes within one measure may actually result in a less coherent model than
if the two approaches are used separately. Nevertheless, the Aaker (1991)
conceptualisation of brand equity and its resultant measurement tool (1996) represent

the most comprehensive approach to consumer-based brand equity currently available
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and both have received intense support in the form of subsequent validation and

application studies across a wide range of contexts.

Perhaps the most comprehensive application of Aaker’s (1991) view of brand equity
came in the development of a consumer-based brand equity scale by Yoo and Donthu
(2001). The authors developed a tool for measuring brand equity based on the
conceptualisations of Aaker (1991) and Keller (1993) and validated the measure using
confirmatory factor analysis. Unlike Aaker (1996), Yoo and Donthu (2001) devised a
three factor measure of brand equity, combining brand awareness and brand
associations into one factor, with the others representing perceived quality and brand

loyalty.

Further validation of the above measure was undertaken by Washburn and Plank
(2002), who also found support for a three-factor measure of brand equity. However, a
reasonable fit was also found for the four-factor model (with awareness and associations
treated separately), suggesting that it is appropriate to split awareness and associations
into two measures if deemed necessary. A potential reason for the inability of Yoo and
Donthu (2001) to separate the two was their use of the lowest levels of awareness
(recognition) and associations (brand attributes). Through considering brand recall and
also higher order associations such as beliefs or attitudes, a distinction between the two
elements may have emerged. Nevertheless, within the Washburn and Plank (2002)
study, the lowest correlations with purchase intention came from awareness and
associations, leading to the suggestion that these may be “necessary, but not sufficient,

conditions for consumer-based brand.equity” (p. 59). Such findings add weight to
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Keller’s (1993) argument that the elements of brand equity are arranged in a hierarchy,
with awareness and associations as lower order and perceived quality and brand loyalty

as higher order dimensions.

Many similar studies have also been conducted, using either the Aaker (1991)
conceptualisation as a base for measuring consumer-based brand equity (for example,
Pappu, Quester and Cooksey, 2005) or evaluating a range of measures. For example,
Agarwal and Rao (1996) tested ten measures of brand equity such as brand recall,
purchase intention, value for money and dollar-metric measures. Similarly, studies
have examined the role of price premium in determining brand equity (Bello and
Holbrook, 1995). However, in this case no discernible link was found between price
premium and brand equity. The authors of this study, és a result of the findings,
concluded that consumers buy on price (the study was confined to the markets for
popcorn, automobiles, coffee, recording tapes and cola) and thus questioned whether the
concept of brand equity had evaporated. Such claims are questionable on the grounds
that a sinéle, and often criticised, measure of brand equity was used and many
subsequent studies, as evidenced above, have found support for the brand equity

concept.

Other authors have developed measures of brand equity that depart from the
conceptualisations put forward by Aaker (1991) and Keller (1993). For example,
Kapferer (2004) proposes a simplified measure of brand equity, examining aided and
spontaneous brand awareness, previous consumption and the use of an evoked set, for

example the top few brands named in a product class. This measure clearly benefits
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~ from simplicity, however it is focussed largely on awareness as a proxy for brand equity
which, as the above studies have suggested, representé only the basic starting point for

more comprehensive consumer-based brand equity.

A much more detailed, multi-dimensional brand equity measurement scale was
proposed by Lassar, Mittal and Sharma (1995), who suggested measuring several items
 within the following broad categories: brand performance, social image, value,
trustworthiness and attachment to the brand. Clearly, several of these components

" mirror elements of the Aaker (1996) brand equity measure, notably the concepts of trust
and value fof money. The undoubted strength of such an approach lies in its multi-
faceted conceptualisation of brand equity and resultant measurement of the various
items. However, the detail requires consumers to have a large<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>