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CREATION OF BRAND EQUITY IN THE CHINESE CLOTHING MARKET
Xiao Tong
Dr. Jana M. Hawley, Dissertation Supervisor

ABSRACT

This study explores the relationship between 15 selected marketing activities and the
creation of brand equity in the Chinese clothing market. The brand equity creation
model from Yoo, Donthu and Lee’s study (2000) was expanded and employed to
examine relationships between selected marketing element and four dimensions of
brand equity, that is, perceived quality, brand loyalty, brand awareness and brand
association, and the relationships among four dimensions of brand equity. Imported
sports shoes and clothing brands were used as product stimuli in this study. Shopping
center intercept survey was conducted to collect data in the two biggest cities of China:
Beijing and Shanghai. Of the 660 responses, 623 were considered valid and were used
in this study. The empirical tests using a structural equation model (SEM) support the
research hypotheses. The results show that store image, event sponsorship, target
marketing, and Web advertising expenditures have a strong combined effect on brand
equity creation in China. Frequent price promotions have negative effects on brand
quality level and brand image. Different results with those from two similar studies
conducted with the American and Korean samples suggest that cultural differences

mediate the effect of marketing efforts on brand equity creation.
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CHAPTER 1

INTRODUCTION

Statement of the Problem

Previous Study of the Relationship Between Marketing Activities and Brand Equity

Marketing strategy is often considered the most important means of establishing
brand equity. Over the years, a large number of studies have explored how various
marketing mix elements affect brand equity. However, most of those studies were
conducted in the United States or other Western countries, so their findings may not
be generalizable to market without empirical testing. This study, in contrast, uses the
established Brand Equity Creation Model to examine the relationship between
marketing activities and brand equity for imported clothing brands in the Chinese
market.

Brand equity is the incremental utility and value added to a product by its brand
name. Researchers have catalogued the apparent effects of various marketing efforts
and market conditions on brand equity.” For example, Simon and Sullivan (1993)
listed advertising expenditures, sales force and marketing research expenditures, age
of the brand, advertising share, order of entry, and product portfolio as sources of
brand equity. Other marketing activities, such as the use of public relations (Aaker,
1991), warranties (Boulding and Kirmani, 1993), slogans or jingles, symbols, and
packages (Aaker, 1991), have also been proposed. According to Keller (2002), several

marketing communications (e.g., advertising, promotion, event marketing/sponsorship,



and public relations) have positive effects on brand equity. He further suggests that
different marketing activities have different contributions. Advertising, for example, is
often the central element of a marketing communications program to create brand
equity.

Most studies exploring the relationship between marketing efforts and brand
equity building have focused on US customers. Conducting a study at a major state
university in the United States, Grewal, Krishnan, Baker, and Borin (1998) argued
that store image had a positive relationship with the perceived quality of the brand,
and frequent price promotions would adversely affect a brand’s perceived quality.
Dodson, Tybout, and Sternthal (1978) showed that offering a promotion was found to
enhance brand switching with the analysis of household purchasing data in the United
States. Based on a sample of US women, Kirmani and Wright (1989) suggested that
consumers might infer brand quality from perceived advertising spending. Raj (1985)
used data from the Target Group Index report in the United States to investigate the
relationship between market penetration and brand loyalty and found that a brand’s
popularity (market share) was positively correlated with loyalty to it. Employing
different student samples from an American university, Cobb-Walgren, Ruble, and
Donthu (1995) found that the brand with the higher advertising budget yielded a
substantially higher level of brand equity.

Similar studies have been conducted in other Western countries. Dreze and
Hussherr’s study (2003) examined the effectiveness of Internet advertising by
surveying Internet users in France finding that banner ads were an effective marketing
tool because they could significantly improve brand recognition and awareness. With

a Canadian student sample, Thakor and Lavack (2003) found that the country of



corporate ownership appears to have a powerful influence on consumers’ perception
of brand quality, and therefore emphasizing country-of-origin information in
marketing activities can help improve the evaluations of brand image.

A successful management of brand assets must consider all aspects of the
product strategy and marketing mix. In response to the call for a "systems view" of
relationships between selected marketing mix elements and the creation of brand
equity, Yoo, Donthu, and Lee (2000) built a Brand Equity Creation Process model to
explore how marketing actions increased or decreased brand equity. As the first of this
kind, their study provided a good starting point for further research on the marketing
activities/brand equity linkage. Two years later, Yoo and Donthu (2002) conducted a
cross-cultural study to test the generalizability of Yoo et al.’s Brand Equity Creation
Process model with a South Korean sample. They found some between-group
differences (across the US and Korean samples) in the equity formation process and
explained them from a cultural perspective (see Figure 1).

Research has shown that differences in value systems across various cultures
appear to be associated with major differences in consumer behavior (Grunert and
Scherhorn, 1990; Corkindale and Lowe, 1998; McCracken, 1989; Tansuhaj, Gentry,
John, Manzer, and Cho, 1991). A number of studies further suggest that consumers in
different parts of the world can vary in their attitudes and opinions on marketing
activity because of cultural, economic, and consumption disparities among nations

(Green et al., 1983; Jain, 1989; Rodman, 1972).
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Figure 1: Results from Yoo and Donthu’s Study (2002)

Dawar and Parker (1994) evaluated whether the use of brand, price, retailer
reputation, and physical product appearance as signals of quality are marketing
universals for consumer products, and found that some behaviors are likely to be
universal whereas others are not. A survey by Polly, Tse, and Wang (1990) of general
Chinese consumers indicated that the respondents had very positive attitudes toward
advertising compared to consumers in the West. Ferle and Lee (2002) obtained a
similar finding. Upon investigating consumer response to sales promotions in three
developing markets, Huff and Alden (1998) argued that despite the geographic and
cultural proximity of Taiwan, Thailand, and Malaysia, significant differences existed
in consumer responsiveness to different sales promotions. They suggested that
managers should take care to understand how cultural and economic differences may
influence consumers’ response to marketing strategies. Kaynak, Kucukemiroglu, and

Ozturk (1998) further suggested that in the international arena, the effectiveness of



promotional activities differs among countries due to national and/or regional
variations in the socioeconomic, technological, competitive and legal-political
environments. So price sensitivity, promotion responsiveness, advertising, store image,
and other activities all may differ according to the country involved. Keller (2002)
notes that these differences in response to marketing activity might also be reflected in
differences in consumer behavior and decision-making. Therefore, in developing a
worldwide competitive strategy for brands, the successful strategy should be “Plan
globally and act locally,” wherein activities such as product design are conducted at a

global level and marketing and other transnational activities are customized at home.

Brand Equity Study in the Chinese Clothing Market

With a population of one billion plus, China has the greatest number of
consumers in the world. The country has achieved tremendous economic growth since
the adoption of its open-door policy in 1978. As a result of market reforms, and due to
its sheer market size, it has increasingly become a coveted market and offers an
opportunity that many Western marketers of branded goods have decided they can no
longer ignore (Yan, 1994). In fact, China has become one of the most attractive
consumer markets in the world (Brewer, 1997), and the second most popular host
country for foreign direct investment (FDI), second only to the United States
(Lounsbury and Martin, 1996).

After an economic slowdown from 1995 to 2000, China's economy rose by 8
percent in 2000 (Asian Development Bank, 2001). Retail sales reflect similar rates of
growth; in 2002, retail sales were up 8.8 percent over the previous year (Just-
style.com, 2003). The world's biggest population inhabiting one of the world's biggest

land areas adds up to potentially the world's biggest consumer market.



As an economy, China is growing phenomenally at around 9 percent per year.
Retail is still in its embryonic stages, there is everything to play for, and the fashion
sector is the most elitist and dynamic, showing 13 percent growth year on year (Brand
Strategy, 2004). The garment trade in China has been growing at a double-digit rate in
recent years. According to the Economic and Textile Research Center of the Republic
of China, demand for clothing in China approximated 5.57 billion suit in 2000, with
total sales reaching RMB360 billion. A 2002 survey of 200 retailers in China showed
that, compared to the same period in 2000, apparel retail sales grew 34.8 percent in
2002 (Lee, 2002).

Since the opening of its market over two decades ago, China has become one of
the most attractive markets for global apparel firms. More than 50 multinationals have
shops there that basically dominate the expensive apparel segment, and foreign brands
have an annual growth rate of 15 percent (China Business Information Network,
1996). It is not surprising, then, that some foreign apparel businesses, including Hugo
Boss, Armani, and Zegna, are finding Chinese customers for their higher-priced
classic suits, jackets, and slacks (Bow, 1999). In China, imported clothing products
are typically associated with high fashion, or with those who have high social status
(Bow and Ford, 1993; Li and Gallup, 1995; Hong Kong Trade Development Council,
1994), so most consumers living in cities prefer imported brands to those produced
locally. There is a tendency for Chinese consumers, especially young people, to
pursue a “modern” lifestyle by spending on big brand name products and keeping up
with the fashion trends (Ariga, Yasuo, and Wen, 1997; Bow and Ford, 1993; Cui,
1997; Swanson, 1995). According to the results of a survey of 1,200 Beijing and

Shanghai youths in 2004, one-third of the respondents thought Nike was the coolest



brand, with Sony and Adidas each receiving about 15 percent of the votes (Wall Street
Journal, 2004).

Joining the WTO would make China ever more interconnected to the global
economic system. In line with expected economic growth and market prosperity,
living standards in China are set to improve dramatically. Thus, the demand for and
spending on medium to high-priced imported apparel brands are projected to rise
along with household income. However, China has a culture and consumer behaviors
that differ greatly from the West, giving it a reputation as a challenging market for
overseas organizations to explore. Many companies have failed there because of their
lack of knowledge of the people and the market (Ayala, Lai, Mok, Wei, and Zhang,
1996). Others have succeeded in making some immediate profits but still faced
withdrawal from the market after a relatively short period of time. Only a few
multinational companies have succeeded in building their brands in the Chinese
market (Muhlbacher and Leihs, 1999).

A few studies have investigated building brand equity in China, or in other
developing countries that are at a comparable level of socioeconomic, market, and
technological development. However, these studies are few and lack systematic
investigation. Melewar, Meadows, Zheng, and Rickards (2004), in a study of the
influence of culture on brand building in the Chinese market, showed that the
emphasis of Chinese consumers’ perceptions of brands is now focused on the real
value and quality provided by the products, rather than on the brand name alone. A
meaningful brand name associated with a product is more likely to be remembered by
the Chinese consumer, and word-of-mouth recommendations are very important.

Schmitt, Pan, and Tavassoli (1994) studied brand identities throughout the Asia



Pacific region. According to their report, three important tasks should be approached
when introducing a brand in China: (1) consider the way the brand sounds, how it
appears, and what it means in the country; (2) associate the brand with prestige while
producing a positive image; and (3) convince the highly price-conscious Chinese
consumer that a quality product is being provided at a good price. The study also
showed that name recognition and a positive brand image might be established in

China via mass media communication.

Deficiencies of Previous Studies

Taken together, these previous studies have offered several generalizations
about relationships between marketing activities and the building of brand equity.
However, they also show some deficiencies.

First, compared to previous studies, Yoo et al. (2000) provided a more
systematic view of the relationship between selected marketing mix elements and the
creation of brand equity. However, as they pointed out, a major conceptual limitation
of their study was that their Brand Equity Creation Process Model tested only a few
marketing efforts, so future studies should examine more marketing actions to
enhance the explanatory power of the brand equity phenomenon. They also urged
explorations of more detailed marketing practices, not just the broad marketing
activities (the 4 Ps) in their study.

Second, although considerable research has investigated how to employ
marketing efforts to build brand equity, almost all previous studies have focused
mainly on American and other Western countries’ consumers, and very few of these

theories have been subjected to validation outside Western culture. Consumers in



different parts of the world can vary in their attitudes and opinions concerning
marketing activities (Dawar and Parker, 1994), so results from these previous studies
might not be similarly associated with consumers in other countries with very
different cultures and consumer behaviors, such as the Chinese. Since Yoo et al.’s
(2000) Brand Equity Creation Model was designed according to consumer behaviors
in Western countries, Yoo and Donthu (2002) repeated the study in the Korean market
and found some variant effects of the marketing efforts and brand equity dimensions
across the US and Korean samples. They suggested that cultural differences might
mediate the effect of marketing efforts on creating brand equity. The unique
Confucianism, family-ism, group orientation philosophy of life and mode of thinking
makes the Chinese cultural system distinctive and powerful (Fan, 1995), so it is the
purpose of the current study to analyze how cultural differences influence the effect of
marketing activities on brand equity in the Chinese market.

Third, despite the growing importance of the Chinese market, the topic of how
to build brand equity with various marketing strategies there appears to be under-
researched. Both international marketing practitioners and researchers have
proclaimed the need for greater cross-cultural understanding of consumer behavior as
essential for improving international marketing efforts (Briley, Morris, and Simonson,
2000; Hampton and Gent, 1984; Leach and Liu, 1998; McCort and Malhotra, 1993).
The importance of the Chinese market warrants an increase in research attention.
What adds urgency to the research in the need for a solid understanding of the
Chinese consumer. This can provide international marketers with valuable
information for formulating marketing strategies as well as creating advocacy

messages and corrective responses. Moreover, a knowledge of Chinese consumer



behavior may have tremendous implications for the Greater China area and other
Eastern societies such as Singapore and Malaysia, where Confucian cultural values
still have a profound influence regardless of economic achievement (Gong, 2003).

Statement of Purpose

To address the aforementioned deficiencies in the literature, the current study
uses an expanded Brand Equity Creation Model to explore the relationship between
selected marketing activities and brand equity in the Chinese market, using imported
clothing brands. A secondary purpose is to examine different effects of detailed
marketing practices on brand equity building in the Chinese clothing market, such as
the effect between price and non-price promotions.

Yoo et al.’s Brand Equity Creation Process Model (2000) was modified and
empirically tested for the study. Customer surveys were used to collect data from
among a sample of customers chosen from shopping centers in Beijing and Shanghai.
The selected marketing mix included price, store image, distribution intensity,
celebrity endorsement, event sponsorship, target marketing, expenditures on TV, print,
and Web advertising, frequency of price promotions, and frequency of non-price
promotions. Being a multidimensional concept (Aaker 1991), brand equity was
grouped into four categories: perceived quality, brand loyalty, brand awareness, and
brand association. Specifically, the relationship between selected marketing activities
and brand equity dimensions and the relationship among the four dimensions of brand

equity were investigated (see Figures 2-4).
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Theoretical Perspective

In order to generate meaningful research results in examining Chinese consumer
attitudes toward the marketing strategies of apparel multinationals, proposed
theoretical frameworks and findings from previous studies were analyzed and a
modified model was developed. Aaker (1991) formulated the proposal of brand equity,
defined as a set of assets and liabilities linked to a brand that create value for both
customers and the firm (see Figure 5). The set of assets and liabilities could be
usefully grouped into five categories: brand loyalty, brand awareness, perceived
quality, brand association, and other brand proprietary assets. As the basis of brand
equity, they are called the brand equity dimensions. Aaker (1991, 1996) also suggests

that each brand equity dimension can be achieved by a variety of marketing strategies.

Perceived

: Brand
Brand Quality L
Association Cither
AWarensss Brand Assets
Brand
Loyalty
BRAND EQUITY
Perceived Value to > Perceived Value to
the Customer the Firms

Figure 5: The Concept of Brand Equity

Based on Aaker's concept, Yoo, Donthu, and Lee (2000) created the Brand
Equity Creation Process Model to systematically examine the relationship among

12



marketing efforts, brand equity dimensions, and brand equity. Their model was an
extension of Aaker’s proposal that indicated marketing activities have significant
effects on brand equity dimensions, which in turn create and strengthen the equity.
Therefore, the relationship between marketing activities and brand equity is mediated
by these dimensions. It was also assumed that significant relationships exist among
the dimensions themselves. Yoo at al.’s model was built based on the following
conceptual framework of brand equity (Figures 6). As one of the first studies of its
kind, this framework provides a good starting point for further research on the linkage

between marketing activities and brand equity.

Percavved Cuality

¥

Marksting Activities Bramd Lovalty \ Crverall Brand Equity

Brand
Aoaravenss sfssociation

Figure 6: The Conceptual Framework of Brand Equity

Because brand equity is rooted in these four dimensions, brand management
should capitalize on the current strength of the dimensions. Brand-leveraging strategy
that ignores the roots of brand equity may jeopardize the brand and its extensions
(Aaker, 1997). Therefore, the relationships between the selected marketing efforts and
the four brand equity dimensions are crucial in creating brand equity. Since the Brand
Equity Creation Process Model in Yoo et al. (2000) has been modified and expanded

in this study to explore the relationship of marketing activities to brand equity in the

13



Chinese market, the relationship between marketing efforts and brand equity
dimensions is the primary focus of this research.

When Yoo et al.’s Brand Equity Creation Process Model was applied in this
study, more marketing activities were added to enhance the explanatory power of the
brand equity phenomenon. In addition, more detailed marketing activities (e.g., print,
TV, and Web advertising) were examined in order to provide more insightful

suggestions for marketers.

Potential Contributions of the Study

Compared with previous research in this area, there are two main unique
contributions of this study:

1. Conceptually, the study enriches the literature by using more variables in the
Brand Equity Creation Model. The model expands Yoo et al.’s model by
including more activities and examining more detailed practices in order to
more systematically examine the relationship between marketing efforts and
brand equity building.

2. Empirically, the cross-cultural test can enhance the generalizability of
findings from previous studies and use the expanded model to investigate
marketing activities and brand equity creation in the Chinese market, with its
distinctive Eastern culture so different from the West.

This research should benefit practitioners and academics alike. For researchers,
it expands existing brand equity creation models and provides a more systematic
framework, which can be used in future similar research. Moreover, the study
empirically tests the expanded Brand Equity Creation Process Model of Yoo et al.
(2000) in the Chinese market, thereby enhancing the generalizability of Yoo et al.’s

14



findings.

To multinational companies, China’s 1.3 billion consumers undoubtedly
represent a huge and important market. But marketers need to know how best to reach
those customers. First, this study should help foreign marketers find answers to the
following key questions: How do we build brand equity through the appropriate
marketing strategy in China? And do the marketing activities designed to build brand
equity need to be modified to accommodate different attitudes or behaviors in China?
Second, through a focus on a specific category—clothing brands—findings about
brand-building strategies can be related or applied to other product categories. Third,
for multinational companies considering this market opportunity, the study provides
general information about consumer behavior in Greater China and other Eastern

societies, as well information about Chinese market environments.
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CHAPTER 2

REVIEW OF THE LITERATURE

The Relationship of Culture and Consumer Behaviors

There are many definitions of culture. Kroeber and Parsons (1958) described it
as “transmitted and created content and patterns of values, ideas, and other symbolic-
meaningful systems as factors in the shaping of human behavior and the artifacts
produced through behavior.” Culture is the collective programming of the mind,
which distinguishes the members of one category of people from another (Hofstede,
1984). According to Samovar and Porter (1994), culture refers to the cumulative
deposit of knowledge, experience, beliefs, values, attitudes, meanings, hierarchies,
religions, notions of time, roles, spatial relations, concepts of the universe, and
material objects and possessions acquired by a group of people in the course of
generations through individual and group striving. Using White’s (1969) terminology,
culture comprises technology (material), social structure (behavior), and ideology
(cognitive) components. Because culture is an interacting system, these components
influence and are influenced by each other in satisfying human needs.

Dress is a sub-cultural system, unique in its particular cultural manifestation but
universal in the fact of its expression. Like the macro-cultural system in which dress
functions, this cultural subsystem also consists of three primary and distinctive but
interrelated and interactive components: technology (material culture), social structure
(social behavior), and ideology (beliefs, attitudes, values) (Hamilton, 1987).

There are large differences among the value systems of consumers in different
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countries, value systems that are strongly rooted in history and appear to be very
resistant to change. Effectiveness in marketing means adapting to cultural values
(Mooij and Hofstede, 2002). Culture has recently gained more attention from
academics in the area of consumer behavior. Nevertheless, the relation between
culture and consumer behavior seems debatable. In his article “The Globalization of
Markets,” Levitt (1983) argued that new technology would lead to the
homogenization of consumer wants and needs because consumers are expected to
prefer standard products of high quality and low price. His argument was based on the
assumption that consumer behavior is rational. However, the assumption of rationality
has been increasingly regarded as unrealistic, placing the consumer outside a cultural
context (McCracken, 1990; Suerdem, 1994). In business practice, ignoring culture’s
influence has led many multinationals to centralize operations and marketing, but
instead of increasing efficiency this has resulted in declining profitability. Thus, many
experts have expressed their confidence and consensus in the link between culture and

consumer behavior (Yau, 1994).

Chinese Culture and Its Relationship to Chinese Consumer Behaviors

It has been said that Chinese culture is simultaneously the oldest and the
youngest culture in the World: oldest because it has about 5,000 years of history,
youngest because of a history that has often made radical changes in cultural values
possible Lu and Alon, 2004). According to Yin (2000), traditional Chinese culture
encompasses diverse and sometimes competing schools of thought, including
Confucianism, Taoism, Buddhism, and a host of regional cultures. Among these,

Confucianism has played the biggest part in shaping a uniquely Chinese culture.
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Confucianism was not a religion but a set of pragmatic rules of daily life
derived from what Confucius saw as the lessons of Chinese history. It was a secular
social theory, the foremost principle of which was to achieve a harmonious society
(King and Bond, 1985). The following are key principles of Confucian teaching
(Hofstede, 2001):

1. The stability of society is based on unequal relationships between people. The
five basic relationships are: master-follower, father-son, elder brother-younger
brother, husband-wife, and senior friend-junior friend.

2. The family is the prototype of all social organizations. A person is not
primarily an individual, but rather a member of a family.

3. Virtuous behavior toward others consists of not treating others as one would
not like to be treated oneself.

4. Virtue with regard to one’s tasks in life consists of trying to acquire skills and
education, working hard, not spending more than necessary, being patient, and
persevering. Conspicuous consumption is taboo, as is losing one’s temper.
Moderation is prescribed in all things.

With the advent of economic reform after 1978, China moved from a centrally
planned economy to a diversified structure in which different economic forms have
developed side by side. The transition from planned to market economy has brought
about great political and cultural changes, which naturally have lead to changes in the
value system. Like consumers in other countries, Chinese consumers have
experienced greater spending power, new communication capabilities, and
globalization during this period.

Lu and Alon (2004) analyzed the changing trends in attitudes and values of the
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Chinese, specifically focusing on the cultural trends that affect today’s young and
educated population. They found that whereas some newer values borrowed from
trading nations (most from the individualization of society) have permeated all levels
of society, traditional values such as education, integrity, responsibility, patriotism,
and concern for others have remained intact over time and across generations. Self-
realization is now a strong concept among the young in China; however, collectivism
is still prevalent as it is closely related to the individual-group relationship.

Several studies have explored the relations between Chinese culture and Chinese
consumer behavior. Kluckhohn and Strodtbeck (1961) suggested a multidimensional
classification of culture in 1961 and found that five value orientations—man-nature,
man-himself, relational, time, and activity—could be used to discriminate a culture.
According to this classification, Yau (1994) explored Chinese cultural values and their
possible marketing implications.

In studying international differences in working-related values, Hofstede (1997,
2001) also suggested a framework of national culture with five dimensions: (1)
individualism; (2) long-term orientation; (3) uncertainty avoidance; (4) power
distance; and (5) masculinity. Individualism refers to the degree to which individual
decision making and action are accepted and encouraged by society. Long-term
orientation is the extent to which a society exhibits a pragmatic, future-oriented
perspective rather than a conventional historic or short-term perspective. Uncertainty
avoidance refers to the degree to which society is willing to accept and deal with
uncertainty. Power distance refers to the degree to which differences in degrees of are
accepted. And masculinity refers to the degree to which traditional male values

(assertiveness, performance, ambition, achievement and material possessions) are
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important. Hofstede’s dimensions have been measured in many countries, including
China, on an index scale from 0 to 100.

This study employs a combination of these two classification frameworks to
examine Chinese cultural values and their marketing implications.

Man-Nature Orientation

The Chinese regard man as a part of nature, and believe that man should not try
to overcome or master nature but learn instead how to adapt to it so as to achieve
harmony. Therefore, the Chinese have a great tendency to attribute the failure of
products and services to fate rather than to the retailer that distributes them or the
manufacturer that produces them. Hence, they are reluctant to complain about

products that do not meet their expectations.

Man-Himself Orientation

Chinese people believe in modesty and self-effacement, and they try to avoid
saying “No” when asked to express an opinion. This value of abasement means
Chinese buyers like to shop in a free environment without interference. So for sellers
in China, it is proper to maintain distance from the customer while, at the same time,

letting the customer know they are ready to help.

Relational Orientation

Respect for authority. The Chinese people have a strong respect for authority.
Hofstede’s analysis for China showed a significantly higher Power Distance ranking
of 80 than the world average of 55 (ITIM Culture and Management Consultants,
2005). Power distance is a measure of the interpersonal power or influence between
Boss B and Subordinate S as perceived by the less powerful of the two, S. In cultures

with large power distance, everyone has his/her right place, there is respect for old age,
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and status is important to show power (Mooij and Hofstede, 2002). For example,
people in China were accustomed to calling Mao Zhedong “Chairman Mao” in order
to show respect for his authority. And a child is not allowed to call his parents’ friends
by name. So advertising should be more effective in China when opinion leaders are
included in commercials to recommend products/services to target customers. When
products/brands are launched by well-known forms, their price can be higher than
other competitive products because Chinese people believe in established brands and
companies (Yau, 1994).

Face. Face is a very important concept in interpersonal relations among the
Chinese. People are always strongly constrained to meet the expectations of others, to
maintain their “face,” and to allow others to maintain “face” as well. Someone who is
embarrassed, makes a mistake, or is humiliated is said to “lose face.” This value is
very meaningful for studying gift-giving behavior in China. When products are given
as gifts in China, their packaging should look beautiful and prestigious, thereby
gaining face for the gift senders.

Collectivism. The concept of face conflicts with individualism, which
emphasizes the individual’s well-being and self-realization. Hofstede’s analysis of
China showed that the Chinese ranked lower than any other Asian country on
Individualism, with a ranking of 15 compared to an average of 24 (ITIM Culture and
Management Consultants, 2005). A society with low individualism fosters strong
relationships in which everyone takes responsibility for fellow group members, and
the social network is the main source of information. Hofstede (2001) suggests further
that in a collectivist society, at the opposite end of the continuum from individualism,

group membership is maintained through filial piety (obedience to parents, respect for
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parents, honoring of ancestors, financial support of parents) and chastity in women,
and is associated with patriotism. And in Chinese society, judgment of an individual’s
behavior is based on whether he has done something to honor the large group to
which he belongs.

The fact that the Chinese are such highly collectivistic and group-oriented
people has several implications for marketing. First, communication is more implicit,
as the Chinese tend to rely more on word-of mouth communication. Second, they are
likely to buy products/brands recommended by other group members, so choosing the
proper reference people is very important in marketing a new product or brand. Third,
family—even including distant relatives—is a more important concept than in
Western cultures, so the theme of extended family in advertising is attractive to
customers in China. Fourth, according to Mooij and Hofstede (2002), people in
collectivist cultures are more likely to rely on extrinsic cues to choose products and
brands, so the Chinese should more likely prefer national or global brands to private
label brands.

Schwartz (1990) states that individualist and collectivist cultures can be viewed
as essentially reflecting a basic value emphasis. Collectivism versus individualism is
the basic difference between Chinese and Western cultures and between the traditional

China and the modern, more Westernized China.

Time Orientation

Past-time orientation. Chinese people are strongly oriented to the past
(Kluckhohn and Strodtbeck, 1961). China has always been a conservative country,
and its people are likely to consider the opinions, values, and influences of deceased

relatives and respected figures in their consumption choices. Such an orientation
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implies that Chinese are loyal customers, tending not to switch easily to other
products or brands if they are still satisfied.

Long-term orientation. People with a long-term orientation foster virtues that
aim toward future rewards, particularly perseverance and thrift. In Hofstede’s analysis,
China had the highest Long-term Orientation score (114) in the world (ITIM, 2005).
Following Confucianist teachings, Chinese people work hard, do not spend more than
necessary, and are patient and persevering. They believe thrift is a virtue. For instance,
studies have shown that discounts offered by retailers do not necessarily attract
customers in a long-term-oriented culture, even though they emphasize the value of
thrift. Offering long-term savings opportunities to such customers is a more effective
way to build a marketing relationship.

The use of financial services and services of Chinese people is related to long-
term orientation. According to Mooij and Hofstede (2002), a long-term orientation
culture involves cash or debit cards, not credit cards. Chinese people like saving
money for the future and do not like borrowing money from it. They are also
unwilling to pay for convenience. Many prefer to go to a store and pick up
merchandise rather than have it delivered to their home. These are obvious obstacles

to the development of e-commerce in China.

Personal Activity Orientation

“Mean” is a foundational concept in China’s Confucianist cultural system,
which is defined as “without inclination to either side” (Legge, 1960). People do not
believe in suppressing passion and impulses but in regulating them so as to achieve
internal harmony. This explains why Chinese customers are more averse to taking

risks and slow to accept new fashions and innovations, believing that those are
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extreme behaviors and not in accord with the “mean” value.

Masculinity and Femininity

According to Hofstede (2001), masculinity and femininity refer to the dominant
gender role patterns in the vast majority of both traditional and modern societies—
patterns of male assertiveness and female nurturance. Because Chinese philosophers
have always stressed that the masculine (yang) and the feminine (yin) elements in life
are intertwined, both the values correlated with femininity (patience, courtesy, and
kindness) and those with masculinity (patriotism and a sense of righteousness) are

consistent in the Chinese value system.

Brand Equity Creation Model

This study employs a Brand Equity Creation Model to investigate the
relationship between selected marketing activities and brand equity creation for
imported clothing brands in China. As stated above, Yoo, Donthu, and Lee’s (2000)
Brand Equity Creation Process Model, an extension of Aaker's model (1991),
indicates that marketing activities have significant effects on brand equity dimensions,
which create and strengthen the equity and, it also assumed that there were significant
relationships among the dimensions of brand equity. Yoo et al. used this model to
investigate the relational linkage between several perceived marketing mix activities
and brand equity through the mediating role of the dimensions in the United States,
then Yoo and Donthu (2002) applied it in a cross-cultural study of US and Korean
samples.

In the original Brand Equity Creation Process Model, Yoo et al. defined brand

equity as the difference in consumer choice between the focal branded product and an
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unbranded product given the same level of product features. They recognized three
dimensions of brand equity: perceived quality, brand loyalty, and brand awareness
with brand association. And they selected some key elements of the marketing mix
from the traditional "4P" marketing activities as a representative set of marketing
programs: price, store image, distribution intensity, advertising expenditures, and
price promotions.

Compared to the three brand equity dimensions in Yoo et al.’s model (2000),
four brand equity dimensions are examined in the current study. As identified by
Aaker (1991, 1996), they are: brand loyalty, perceived quality, brand awareness, and
brand association. Because brand awareness and brand association, which are
combined as one dimension in Yoo et al.’s model, may contribute differently to
establishing brand equity and relate differently to some marketing practices, we have

separated them into two independent variables in this study.

Hypotheses

Definition of Brand Equity

Brand equity is the incremental utility and value added to a product by its brand
name, such as Coke, Kodak, Levi's, and Nike (Farquhar, Han, and Ljiri, 1991;
Kamakura and Russell, 1993; Park and Srinivasan, 1994; Rangaswamy, Burke, and
Oliva, 1993). It can create value for both the customer and the firm (Aaker, 1991).
Consequently, it has received tremendous interest both in conceptual development and
empirical research.

Since the term “brand equity” emerged in the 1980s, there has been a
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burgeoning interest in the subject among marketing academicians and practitioners
(Cobb-Walgren et al., 1995), who have given it many definitions: the added value
endowed by the brand name (Farquhar et al., 1991); incremental utility (Kamakura
and Russell, 1993); the difference between overall brand preference and multi-
attributed preference based on objectively measured attribute levels (Park and
Srinivasan, 1994); and overall quality and choice intention (Agarwal and Rao, 1996).
From a customer-based perspective, Keller (1993) defines brand equity as the
differential effects that brand knowledge has on consumer response to the marketing
of the brand (customer-based brand equity). Based on the value of brand equity, Aaker
(1991) defines it as a set of assets (and liabilities) linked to a brand's 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 customers. Adopting an information economics view, Erdem and
Swait (1998) have argued that customer-based brand equity is the value of the brand
as a credible sign of a product position. More generally, brand equity is often referred
to as the added value to the firm, the trade, or the consumer with which the brand
endows a product (Farquhar, 1989)—or, similarly, as the difference between the value
of the branded product to the consumer and its value without that branding (McQueen,

1991).

The Value of Brand Equity

A primary responsibility of brand managers should be to build up the equity of a
brand, since the result provides value to both the firm (e.g., via effectiveness of
marketing programs, brand loyalty, price premiums, favorable environment for brand

extensions, and so on) and the customer (e.g., via enhanced information processing,
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purchase decision confidence, and increased satisfaction) (Aaker, 1991; Keller, 1993;
Cobb-Walgren et al, 1995).

Brand equity has various benefits for a firm. Strong brands enhance consumer
awareness, loyalty, and the efficiency and effectiveness of marketing and advertising
programs (Aaker, 1991; Aaker and Biel, 1993). In other words, enhanced brand equity
leads to higher prices, lower price elasticity, greater competitiveness, and, ultimately,
higher profits and market value (Aaker and Biel, 1993; Agres and Dubitsky, 1996;
Graeft, 1997). According to Lane and Jacobson (1995), brand names are valuable
because of their ability to maintain and create earnings for the firm over and above
those generated by tangible assets. The financial value of brand equity stems not only
from the additional earnings that accrued to a specific product in its traditional market
but also because an established name can be used with new and different products.
Adler and Freedman (1990) have further suggested that brand equity can provide
short-term protection from competition (based on consumer loyalty and switching
costs), and can also be used to deflect competitive initiatives, such as through the

judicious use of trade leverage.

The Relationship Between Brand Equity and Brand Equity Dimensions

The multidimensional concept of brand equity takes several forms, such as
favorable impressions, attitudinal dispositions, behavioral predilections (Rangaswamy
et al., 1993), loyalty, and image (Shocker and Weitz, 1988). Aaker (1991, 1996)
grouped it into five categories: perceived quality, brand loyalty, brand awareness,
brand association, and other proprietary brand assets such as patents, trademarks, and

channel relationships. According to Keller (2002), sources of brand equity come from
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brand knowledge, which can be characterized in terms of two components: awareness
and association. A high level of brand awareness and a set of strong, favorable, and
unique brand associations in consumer memory lead to a high level of brand equity.
Collectively, then, brand equity can be grouped into four major dimensions: perceived
quality of the brand, brand loyalty, brand awareness, and brand association. These
dimensions can be used to explore the findings of marketing and consumer behavior
research in relation to brand equity (Barwise, 1993). This study examines these four

brand equity dimensions.

Perceived Quality

Perceived quality can be defined as the customer’s perception of the overall
quality or superiority of a product or service with respect to intended purpose, relative
to alternatives (Zeithaml, 1988). Aaker (1991) has suggested that perceived quality
lends value to a brand in several ways: reason-to-buy, differentiation, price premium,
channel member interest, and brand extensions. Marketers across all product and
service categories have increasingly recognized the importance of perceived quality in
brand decisions (Morton, 1994).

Chinese consumers are now paying more attention to product quality. Siu and
Chan (1997) argue that quality cues enjoy a supreme position in clothing product
evaluation for Chinese consumers in Hong Kong. Similarly, Melewar et al. (2004)
have shown that the emphasis of Chinese consumer perceptions of brands is now
placed on the real value and quality provided by the products, rather than on the brand
name alone. Delong, Bao, Xu, Chao, and Li (2004) suggest that clothing products will
remain competitive in the Chinese market only if consumers perceive a maintained

product quality. Guaranteed quality is one of the most important reasons why
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consumers in China prefer imported brands to those produced locally. So it is widely
believed that the major challenges for foreign products in the Chinese market stem

from improved local product quality (Cui, 1997).

Brand Loyalty

Brand loyalty, according to Schoell and Guiltinan (1990), is "the degree to
which a buying unit, such as a household, concentrates its purchases over time on a
particular brand within a product category." According to Oliver (1997), brand loyalty
refers to the tendency to be loyal to a focal brand as demonstrated by the intention to
buy it as a primary choice. Aaker (1991) defined brand loyalty as consumers continue
to purchase a brand even in the face of competitors with superior features, price, and
convenience, and substantial value existing in the brand and perhaps in its symbol and
slogans. Brand loyalty is qualitatively different from the other major dimensions of
brand equity in that it is linked to prior purchases and experience. According to Aaker
(1991), brand loyalty adds considerable value to a brand and/or its firm because it
provides a set of habitual buyers for a long period of time. Brand equity increases as
brand loyalty increases.

Kim, Forsythe, Gu, and Moon (2002) examined the relationship of consumer
values, needs, and purchase behaviors in China and South Korea and found that
Chinese consumers exhibited brand-loyal behavior in apparel purchases that satisfied
three needs: functional, experiential, and social needs, especially the latter two. This
finding suggests that Chinese are loyal to a brand when high brand equity can bring
them great value. Wang, Siu, and Hui’s study (2004) supports this finding. They

showed that consumers in China who preferred to buy imported brand clothing tended
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to be brand loyal and brand conscious. They also found that the consumers normally

linked imported brands to higher quality and a more positive brand image.

Brand Awareness

Brand awareness refers to the ability of a potential buyer to recognize or recall a
brand as a member of a certain product category (Aaker, 1991). According to Keller
(1993), brand awareness consists of two sub-dimensions: recall and recognition.
Brand recognition is the basic first step in the task of brand communication, whereby
a firm communicates brand attributes until a brand name is established with which to
associate them. Aaker (1991) argues further that brand awareness can be a sign of
quality and commitment, letting consumers become familiar with a brand and helping
them consider it at the point of purchase.

Because of their limited experience with the modern free marketing system,
Chinese consumers depend on reputable brands to provide security. Brand name and
country of origin have emerged as important evaluative criteria among them. They
tended to associate imported brand names with the positive image they have of
Western culture, such as high quality, high technology, and high fashion. A well-
known brand is not only an assurance of quality but also earns "face" or a sort of
respect, for them (Gong, 2003). Lin and Chang (2003) examined habitual behavior,
such as loyalty, toward national and leading underwear brands in China and found that
perceived awareness not only represented the dominant cue for choice decisions but

also had a significant effect on consumers’ brand loyalty.

Brand Association
Brand association is anything "linked" in memory to a brand (Aaker, 1991). A

set of associations, usually organized in some meaningful way, forms a brand image.
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Brand associations create value for the firm and its customers and lead to brand equity
by helping to differentiate the brand, create positive attitudes or feelings in customers’
minds, and provide a reason to buy it.

As the Chinese market has grown, consumers have become more sophisticated
and demanding. Not only have they raised their standards in choosing apparel but also
have made them more personalized, tending to choose clothes that reflect their
personalities (Kwan, Yeung and Au, 2003). Siu and Tam (1995) argue that in a
Chinese business environment, comprehension (customers’ perceptions of product
attributes) and image (customers’ associations with the brand) are pivotal to foreign
brands. Currently, Chinese consumers pay more attention to brand uniqueness and
personality, not just fashionable products (Market-Expert, 2004). Zhang (1999) has
shown further that Chinese increasingly emphasize brand name, designer status, and
the entrenched social and cultural values of a product or service. Having explored
consumer perceptions of US branded apparel in Shanghai, Delong et al. (2004)
suggest that consumers’ positive perceptions of design, innovation, and brand image

should enable US branded products to capture market share in China.

Relationship Among Brand Equity Dimensions

As previous studies have determined, directional relationships exist among the
four brand equity dimensions. Perceived quality is based in part on brand awareness,
as a visible brand might be considered more able to provide superior quality. Brand
association relies on the establishment of brand awareness, because brand awareness
indirectly affects behavior, having a positive influence on perceptions and attitudes

toward the brand (Aaker and Alvarez del Blanco, 1995). It is usually wasteful to
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attempt to communicate brand attributes until a name is established with which to
associate them. Moreover, the principal characteristic of a brand is its position on the
perceived quality dimension. High quality enables consumers to recognize the brand’s
distinctiveness and superiority. Brand loyalty is a basis of brand equity. However, it is
influenced in part by the other dimensions of brand equity, awareness, association,
and perceived quality.

Thus, there is no claim that the four major brand equity dimensions are
independent. Results from Yoo et al. (2000) support the statements that there are
significant intercorrelations among the dimensions of brand equity. The current study
proposes the following relationships among the four dimensions:

Hypothesis Al: The perceived quality of a brand is related positively to the

extent to which brand awareness is evident in the product.

Hypothesis A2: Brand association is related positively to the extent to which

perceived quality is evident in the product.

Hypothesis A3: Brand association is related positively to the extent to which

brand awareness is evident in the product.

Hypothesis A4: Brand loyalty is related positively to the extent to which

perceived quality is evident in the product.

Hypothesis AS: Brand loyalty is related positively to the extent to which brand

awareness is evident in the product.

Hypothesis A6: Brand loyalty is related positively to the extent to which brand

association is evident in the product.
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Relationship Among Marketing Activities and Brand Equity Dimensions

The brand knowledge-building process depends on three factors: choosing
brand elements, designing and integrating marketing programs, and leveraging
secondary knowledge to build brand equity. Among them, the primary input comes
from the marketing activities related to the brand. A high level of brand awareness and
strong, favorable, and unique brand associations can be created in a variety of
different ways by marketing programs (Keller, 2002).

According to Yoo et al.’s Brand Equity Creation Process Model, the effects of
marketing activities are mediated by the dimensions of brand equity. To examine this
relationship, we need to first investigate and determine the relationships between
marketing activities and brand equity dimensions. This study has investigated 11
activities designed to build brand equity: price, store image, distribution intensity,
celebrity endorsement, event sponsorship, target marketing, TV, print, and Web
advertising expenditures, frequency of price promotions, and frequency of non-price
promotions. Compared to Yoo et al.’s model, the new marketing activities in the
current study are: celebrity endorsement, event sponsorship, target marketing, TV,
print, and Web advertising expenditures, and frequency of non-price promotions.
These represent the most commonly used marketing strategies employed by a firm in
the process of building brand equity. Some specific marketing efforts, which belong to
the same marketing strategy, are included in this study, so the examination of their
comparable effects on brand equity building provide more insightful suggestions for
marketers (Kalra and Goodstein, 1998).

Following the literature, for each selected marketing activity we obtained

hypotheses about its relationship with the dimensions of perceived quality, brand
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loyalty, brand awareness, and brand association. These hypotheses are stated in the

following sections.

Price

In many categories, consumers often infer the quality of a product on the basis
of its price (Keller, 2002). Olson (1977) showed that in judging product quality,
consumers use intrinsic cues (information about quality-related product features) as
well as extrinsic cues (price, brand name, and so on). When investigating the
relationship among price, advertising, and quality, Klein and Leftle (1981) found that
price was positively related to quality. Many other studies have also provided
evidence to support this relationship: consumers use price as an important extrinsic
cue and indicator of product quality or benefits. High-priced brands are often seen as
having higher quality and being less vulnerable to competitive price cuts than low-
priced brands (Blattberg and Winniewski, 1989; Dodds, Monroe, and Grewal, 1991;
Kamakura and Russell, 1993; Rao and Monroe, 1989).

Yoo et al. (2000) argue that although price implies high quality, it does not
create loyalty to the brand because both low and high prices can be equally strongly
linked to a brand in memory of the benefits that each brought to the consumers. A
low-priced product would give transaction utility, whereas a high-priced product
would give high-quality image or acquisition utility. Thus, there is no significant and
directional relationship between price and brand association. Either a low or high
price strategy can make consumers equally aware of the product, so neither is there a
significant and directional relationship between price and brand awareness. Following
Yoo et al.’s findings from their study, we have assumed there are no significant

relationships between price and brand awareness, loyalty, and association.
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Chinese people’s suspicion of the idea of getting something for nothing dates
back to the fourteenth century. People believed that “cheap products are never good,”
and a high price would be repaid with high-quality products (Yan, 1994). If two
products with the same or similar functions differed largely in price, Chinese
consumers might think the cheap one had quality problems or other kinds of defects.
Therefore, while Chinese consumers are price conscious, they also use price as a
signal of quality, as Westerners do (Gong, 2003). Ahmed and Astous (2004)
conducted a T-shirt study in China and found that price had the greatest impact on the
perceived quality of the shirts. Thus, they believe that exclusive pricing policies in
China can provide a quality image to the product.

Based on these findings, the following hypothesis about the relationship
between price and brand equity dimensions in China is put forth:

Hypothesis B1-1: The perceived quality of a brand is related positively to the

extent to which the price of the brand is perceived to be high.

Store Image

Store image encompasses characteristics such as physical environment, service
levels, and merchandise quality (Baker, Li, Parasuraman, 1994; Zimmer and Golden,
1988). The role of distributors in the marketing system is becoming increasingly
important. Their influence on brand equity is beyond the “availability” factor in the
marketing share equation, and retailers’ brand equity might enhance the equity of the
brands they carry based on the value the retailers provide to their customers
(Srivastava and Shocker, 1991).

Grewal et al. (1998) found that store image provided a tremendous amount of

information to consumers about store environment, customer service, and product
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quality, and the perceived quality of the brand was found to have a positive
relationship with store image. When examining the effects of price, brand, and store
information on buyers’ product evaluation, Dodds et al. (1991) found that both brand
and store names had a positive effect on perception of quality.

Stores with a positive image can provide greater consumer satisfaction and
stimulate active and positive word-of-mouth communication among consumers (Rao
and Monroe, 1989; Zeithaml, 1988). So a positive store image can increase a brand's
level of exposure in the marketplace, which can improve brand recognition and
awareness.

A brand's image is a combination of consumers' subjective perceptions of the
product's innate characteristics and the surrounding environment—the retail setting
(Porter and Claycomb, 1997). The distribution channel can directly affect the equity
of the brands it sells by its supporting actions. It can also indirectly affect the brand
equity of the products by influencing the nature of the product associations on the
basis of the associations linked with the retailer stores in consumers’ minds. The
transfer of the store image associations can be either positive or negative for a brand
(Keller, 2002).

Store image appears to have no relationship with loyalty to a specific brand. If
the store image does not match the perceived image of the product, consumers will
not be impressed enough to show loyalty to the product. Only when there is
consistency between product and store images will consumers be loyal to the product
available in the store (Yoo at al., 2000).

The marketing literature has long established the importance of store reputation

in consumer product evaluation. Choosing the right retail outlet is also important in
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China because consumers might expect to find a specific range of values in any given
store. Chinese are usually prone to minimizing social risk when making a purchase
decision, so such motivation might lead to their use of price ranges and store and
brand names to identify products of good value (Gong, 2003). However, when Ahmed
and Astous (2004) investigated Chinese consumers’ judgments of apparel products (T-
shirts) made in both highly and newly industrialized countries, they found that store
type did not have a significant impact on judgments of perceived quality and purchase
value. As they explained, the channels of distribution in China were just establishing
themselves as product promotional tools because of the emerging nature of the
economy, so the negligible effect of store type was understandable. Although we
could not find more studies conducted in China in this area, we still assume there is a
positive relationship between store image and perceived quality, brand awareness, and
brand association in the Chinese market.

Based on this, then, the following hypotheses about the relationship between
store image and dimensions of brand equity in China are posited:

Hypothesis B2-1: Perceived quality of a brand is related positively to the extent

to which the brand is distributed through stores with a good image.

Hypothesis B2-2: Brand awareness is related positively to the extent to which

the brand is distributed through stores with a good image.

Hypothesis B2-3: Brand association is related positively to the extent to which

the brand is distributed through stores with a good image.

Distribution Intensity
Distribution intensity has been commonly defined as the number of

intermediaries used by a manufacturer within its trade areas (Bonoma and Kosnik,
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1990; Stern, El-Ansary, and Coughlan, 1996). Alashban, Hayes, Zinkhan, and Balazs
(2002) further suggest that distribution intensity refers to the number and different
levels of distribution channels for a product in a market. In many categories of
consumer products, desired distribution patterns are not straightforward. Some
markets, such as the food industry, are characterized by complicated distribution
channels; others, such as automobiles, are characterized by selective distribution
channels. Ideal distribution intensity would make a brand widely available enough to
satisty, but not exceed, target consumers’ needs, since oversaturation raises marketing
costs without providing benefits (McCarthy and Perreaul, 1984).

Distribution intensity helps develop brand awareness and recognition (Smith,
1992). A wide variety of possible distribution channels can improve the awareness of
brands or products among potential customers.

Consumers might also use brand popularity as a decision influence when the
intrinsic quality cues are not available (Rao and Monroe, 1988). Some researchers
have thought that a positive relationship exists between market share (popularity) and
product quality (Buzzell and Wiersema, 1981; Szymanski, Bharadwaj, and
Varadarajan, 1993), because buyers use market share as a signal for brand quality and
a brand’s widespread acceptance as an indicator of superior quality. However, Frazier
and Lassar (1996) showed that manufacturers of brands positioned near the low end
of the quality continuum are expected to rely on numerous retailers in each trade area
to promote convenient and competitive pricing for their customers. In contrast, the
higher the manufacturers position their brands on quality, the lower the level of
distribution intensity. Manufacturers positioning their brands as high-quality are likely

to be more diligent in screening prospective retailers, because retailer image or
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reputation can influence brand image within the store (Lusch and Dunne, 1990).

Farley (1964) found that consumers were brand loyal in markets where brands
tended to be widely distributed. Raj (1985) also showed that brand popularity was
positively correlated with brand loyalty. A brand had higher repeat rates because of its
broader distribution. However, Frazier and Lassar’s study (1996) implies that target
consumer focus has a significant inverse relationship with distribution intensity. A
manufacturer pursuing a broad cross-section of the market for its brand must employ
an intensive distribution approach in order to reach a diverse group of consumers who
differ in preferences and shopping patterns (Levy and Weitz, 1992). In contrast, a
manufacturer targeting a market niche consisting of a relatively small and
homogeneous group of consumers is more likely to use a more selective distribution
approach. So the impact of distribution intensity on brand loyalty also extensively
relies on target consumers of certain brands and manufacturers.

Companies commonly have to juggle distribution decisions and brand image
considerations. From a distribution perspective, intensive distribution can provide the
products where and when the consumer wants, which implies target customers’ needs
can be satisfied with intensive distribution strategy (Ferris, Oliver, and Kluyver, 1989;
Smith, 1992). However, from a brand image perspective, making the product
available in too many places may weaken the brand image. For example, compared to
Clinique, Revlon follows an intensive distribution strategy and places its cosmetic
products in as many outlets as possible (drugstores, supermarkets, and online). This
strategy gives Revlon the image of a convenience good. Similarly, Frazier and Lassar
(1996) found that the use of too few intermediaries can limit a brand's level of

exposure in the marketplace. However, using too many intermediaries can be
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detrimental to the brand's image and its competitive position.

Therefore, based on the above discussion, we could not assume directional
relationships of distribution intensity to brand quality, brand loyalty, and brand
association, and the relationships are not included in the model of this study. However,
the study still explores their relationships according to collected data in the Chinese
market.

In China, major apparel retail channels include department stores, individual
stores, specialty stores, street markets, and factory/export outlets. A survey conducted
by the Hong Kong Trade Development Council (2002) revealed that with the
improvement of living standards of urban dwellers in China, many people regard
shopping as a leisure activity. Shopping is becoming a habit in many Chinese cities.
Tam and Tai (1998) further suggest that many Chinese people see shopping as a
leading leisure activity, and they prefer the convenience, proximity, and easy access to
shopping centers that are open seven days a week, usually until 9:30 p.m.

A popular Chinese saying states, “Never make a purchase until you have
compared three shops.” Due to perceived risk, amount of external information, search
prudence, and the desire to make a better choice, Chinese usually “shop around”
among shops before making a purchase (Gong, 2003). One could observe that many
shoppers in big stores are not about to become immediate buyers. Actually, they are
looking for market information that can help them in their buying decisions (Melewar
et al., 2004). Thus, Lin and Chang (2003) suggest that channel convenience is the
most relevant factor determining consumers’ habitual behavior in the Chinese clothing
market. So improving distribution intensity is crucial for imported clothing brands

that are trying to attract and hold consumers in China.
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Based on this discussion, the following hypothesis about the relationship
between distribution intensity and dimensions of brand equity in China is posited:
Hypothesis B3-2: Brand awareness is related positively to the number of

distributors or outlets for the brand.

Celebrity Endorsement

Friedman and Friedman (1979) define a celebrity as “an individual who is
known to the public (i.e., actor, sports figure, entertainer, etc.) for his or her
achievements in areas other than that of the product class endorsed”. In testimonial
advertising, consumers traditionally have been chosen as product endorsers because
of their similarity to the target group. However, a noticeable trend appears to be
endorsements by actors/actresses and well-known athletes who are closely associated
with both the product and the target audience (Slinker, 1984). According to Bradley
(1996), approximately 20 percent of all commercials use some type of celebrity
endorsement. The celebrities are most commonly used in advertising, although they
can also be effective in consumer promotion, on the package, and at large trade shows,
national sales meetings, and other significant publicity events (Till, 1998). Past
empirical research has shown celebrities to be well-liked and generally attractive,
though not always credible and effective spokespeople (Atkin and Block 1983;
Freiden 1984; Friedman, Termini, and Washington 1977).

When a company induces a celebrity to endorse a brand, it hope the brand can
benefit from customers' awareness of the product, which could include the perception
of quality, educational value, or a certain image. A credible celebrity endorser is
normally a sign of high quality in consumers’ minds. For example, the association of

top-line athletes with a particular sports brand can be seen as an indication of the
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superior quality of the product, which creates an image of credibility.

Celebrity endorsement can be used for a variety of purposes, such as the
celebrity can be used to attract attention to the product or brand (Kaikati, 1987),
communicate its merits (Kamins, 1990), and penetrate commercial clutter (Miciak and
Shanklin, 1994). Spielman (1981) has shown that celebrities can be employed to
enhance the subject’s attentiveness to the ad, make the copy more memorable,
credible, or desirable, and effectively glamorize the product. Keller (2002) suggests
that the rationale behind the celebrity strategy is that a famous person cam draw
attention to a brand and shape its perceptions based on consumers’ knowledge of the
famous person.

Used appropriately, celebrity endorsers can also serve a valuable role in
developing brand equity and enhancing a brand's competitive position (Till, 1998).
Although marketers can invoke a variety of tools to develop and maintain appropriate
associations, celebrity endorsement represents one way in which meanings can be
transferred to brands (McCracken, 1989) and become a powerful mechanism for
managing brand equity. Endorsements can be effective especially for products high in
psychological or social risk (Friedman and Friedman 1979). Nevertheless, although
celebrity endorsement can significantly improve brand image, there is little research
suggesting that it has a significant effect on brand loyalty.

Fame is big business for a fashion firm. Luxury brands battle intensely to get
movie stars to wear their clothes because such a personal choice speaks louder than an
advertising deal based on money. Working the celebrity circuit has helped build many
fashion brands, such as Versace and Gucci.

The root of Chinese people’s strong respect for authority lies in Confucius’s five
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cardinal relations (Hchu and Yang, 1972). Thus, Yau (1988) has suggested that
advertising tends to be more effective when opinion leaders are in commercials
recommending products/services. In addition, although the Chinese value system
places an emphasis on uncertainty avoidance and conformity (Fan, 2000), people
might also feel discomfort from being left behind in a new fashion and thus might be
easily induced to follow what the innovator has tried (Hofstede, 1984). Schmitt and
Pan (1994) further suggest that under the collectivist culture system, Chinese are
likely to use reference groups as influencers. Thus, innovators and opinion leaders
have a significant effect on consumer attitudes and behaviors in China. Specifically,
the innovator takes over the social and financial risk of trying new products/fashions
or lifestyles, while other people make use of his reference in order to diminish their
own risks. Thus, the innovator/opinion leader plays an important role in introducing
the new product/brand and influencing the majority to purchase it. Kindle (1985) has
shown that Chinese consumers are more likely than US consumers to be influenced in
their purchasing by opinion leaders. For this reason, many apparel advertisers have
invited fashion leaders to appear in commercials and recommend products to target
customers. Examples include Michael Chang, who appeared in Procter & Gamble’s
ads, and Cindy Crawford, who went to Shanghai to promote Omega watches.

Based on the above literature and discussion, the following hypotheses about the
relationship between celebrity endorsement and brand equity dimensions in China are
put forth:

Hypothesis B4-1: Perceived quality of a brand is related positively to the

celebrity endorsement used for the brand.

Hypothesis B4-2: Brand awareness is related positively to the celebrity
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endorsement used for the brand.
Hypothesis B4-3: Brand association is related positively to the celebrity

endorsement used for the brand.

Event Sponsorship Campaigns

Cornwell (1995) defines sponsorship-linked marketing as “the orchestration and
implementation of marketing activities for the purpose of building and
communicating an association to a sponsorship.” Promotion industry analysts have
found sponsorship popular as a “platform from which to build equity and gain affinity
with target audiences” (Smith, 1996).

Previous research suggests that event sponsorship may increase both perceived
brand superiority (Crimmins and Horn, 1996) and corporate image (Stipp and
Schiavone, 1996). According to Dean (1999), once a link between the sponsoring
company and the event has been created and feelings of goodwill toward the event
have resulted in feelings of goodwill toward the sponsor, a “halo effect” might then
suggest to consumers that the sponsor’s products are superior to its competitors.

The sponsorship of sports, causes, and events has become an established
communication tool seen as useful in building brand awareness, brand image, brand
preference, and corporate image (Javalgi et al. 1994; Quester, 1997; Keller, 1993;
Park and Srinivasan, 1994; Nicholls, 1994). Keller (2002) suggests that sponsored
evens can contribute to brand equity by increasing the awareness of the company or
product name, as well as by creating new associations and improving the strength,
favorability, and uniqueness of existing associations. From a consumer perspective,
the duration of sponsorship association might influence the strength of brand

associations in memory (Johar and Pham, 1999; Keller, 1993).
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Sponsorship is far more than a device to build awareness and goodwill. It can
inspire customer loyalty or deliver an emotion-laden brand experience to target
customers (Cliffe, 2004). About 48 percent of NASCAR fans said they would almost
always purchase a sponsor’s product over that of a closely priced competitor, and 42
percent said they actually switched brands when a manufacturer became a race
sponsor (Crimmins and Horn, 1996). Bloxham (1998) notes that sponsorship of TV
programs offers suppliers of goods and services the potential to strengthen brand
loyalty and brand positioning among viewers.

Event sponsorship is a very important marketing strategy in China. As stated in
the celebrity endorsement section, innovator/opinion leaders play an important role in
the unique Chinese culture by introducing a new product/brand, then influencing the
majority to purchase it. Fan and Pfitzenmaier (2002) used the Internet-survey method
to explore event sponsorship in China, arguing that event promotion plays a key role
in international companies’ branding and integrating marketing strategy. According to
them, one of the most important benefits of event sponsorship in China was the
opportunity to establish direct contact with opinion leaders and innovators.
Sponsoring sports and music events was found particularly effective in reaching the
opinion leaders/innovators and establishing favorable links between an audience and a
sponsor’s brand image. Among Chinese young people, for example, music events
reflect their contemporary wants and attitudes, something that is highly valued by a
specific group of the audience. Therefore, event sponsors can develop positive effects
in building favorable associations with the brand.

Based on all this, the following hypotheses about the relationship between event

sponsorship and dimensions of brand equity in China are posited here:
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Hypothesis B5-1: Perceived quality of a brand is related positively to the event
sponsorship campaigns used for the brand.

HypothesisB5-2: Brand loyalty is related positively to the event sponsorship
campaigns used for the brand.

Hypothesis B5-3: Brand awareness is related positively to the event
sponsorship campaigns used for the brand.

Hypothesis B5-4: Brand associations are related positively to the event

sponsorship campaigns used for the brand.

Target Marketing

Most brand marketers view targeting marketing as essential and efficient if they
are to reach the right customers (Kotler, 1991). The definition of target marketing is
the focusing of all marketing decisions on a very specific group of people the business
wants to reach. Market segmentation is the process of target marketing. Once a target
is identified, the organization develops a product offering (marketing mix) that is
positioned to attract that segment. This enables the firm to concentrate its marketing
efforts on one or a few key segments. The integrated and focused message across the
marketing mix can effectively protect and enhance brand equity.

The first type of knowledge consumers might want is product-related
information such as superiority of product attributes or quality. Currently many
products and brands, from cars to bread, come in varying quality ranges. Consumers
can and do choose only the quality level that suits their budget and personal wants
(McEnally and Chernatony, 1999). Therefore, knowing the quality preferences of
one’s target consumers can improve the perception of brand quality in their minds.

As various studies indicate, more and more consumer markets are realizing that
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to maximize sales it is necessary to advertise with different messages to different
segments of the market. This means that a focused message can be more effective in
increasing brand awareness. Star (1989) has suggested that consumers appreciate
market segmentation as a way to avoid messages in which they are not interested. An
example is Nike featuring popular black athletes such as Michael Jordan in its
advertising in order to target young black males who buy these products.

Byrne (2003) believes that a firm must have a good understanding of who it is
targeting and how to appeal to them before it is able to create the right image to
appealed to its target customers. As mentioned above, sponsorship is highly
recognized for its ability to achieve brand image-related objectives. However, a lot of
studies also show that the effectiveness of sponsorship events mostly relies on the
match between the sponsorship program and the defined target audience.

With a dramatic variety of environments, customs, economic development levels,
and life styles, China is as fragmented and diverse as Europe from any marketing
standpoint. Thus, Crocker and Tay (2004) note that China is too big and too complex
a market for an unfocused, “boil the ocean” approach. Cui (1997) also indicates that
demographic and psychographic differences among Chinese consumers, regional
disparities in levels of economic development, infrastructure, consumer purchasing
power, and distribution and transportation logistics are hurdles for multinational
companies to develop a standard, national marketing strategy. In order to build brand
equity in China, multinationals should first acquire deep target customer insights,
create targeted and compelling value propositions that encompass the entire customer
experience, and finally align all marketing activities to deliver the desired experiences.

As economic development continues and competition among both foreign and
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domestic brands grows in China, multinationals will find that marketing in China
resembles marketing in the West, where firms rely on solid market research and target
niche markets.

Based on the literature analyzed above, the following hypotheses about the
relationship between target marketing and dimensions of brand equity in China are
presented:

Hypothesis B6-1: Perceived quality of a brand is related positively to the target

marketing used for the brand.

Hypothesis B6-2: Brand awareness is related positively to the target marketing

used for the brand.

Hypothesis B6-3: Brand association is related positively to the target marketing

used for the brand.

Figure 7 summarizes the above hypotheses.
H-B2-1
Store Image - Perceived Quality
e

Brand Association
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Figure 7: The Relationship Between Six Marketing Activities and the Brand Equity Dimensions
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Advertising Expenditures

One of the major contributors to brand equity building is advertising (Aaker and
Biel 1993). Lindsay (1990) argues that the greatest source of added value is consumer
perceptions of the product or brand, which come from advertising that builds a brand
image. Maxwell (1989) further suggests that advertising is vital to create a consistent
flow of sales for brands, rather than relying on the artificial peaks and valleys of price
promotion.

Advertising can influence brand equity in a number of ways. Across both
service and product category research, Cobb-Walgren et al. (1995) found that the
brand with the higher advertising budget yielded substantially higher levels of brand
awareness and equity. In other words, advertising can create awareness of a brand and
increase the probability that the brand is included in the consumer’s evoked set.
According to Rice and Bennett (1998), effective advertising might not only increase
the level of brand awareness, it may also improve attitudes toward the brand and
strengthen its image.

Advertising can contribute to brand association that, when stored in accessible
memory, translates into ‘“non-conscious but reliable behavioral predispositions”
(Krishnan and Chakravarti, 1993). Stigler (1961) found that advertising, which
provides information about objective attributes such as price and physical traits, has
an influence on brand association. Farquhar (1989) further argued that advertising
could make positive brand evaluations and attitudes readily accessible in memory.
This is crucial to the development of brand equity because, as Herr and Fazio (1992)

have noted, favorable brand attitudes guide perceptions and behaviors only if those
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attitudes can be instantly evoked.
Advertising can affect the perceived quality of a brand. Studies demonstrate
that heavy advertising improves perceived quality (Nelson, 1970, 1974; Light, 1990),
whereas higher levels of advertising signal higher brand quality (Roberts, 1986).
Similarly, Kirmani and Wright (1989) suggested that the perceived expense of a
brand's advertising campaign could influence consumers' expectations of product
quality. As to their research on a relationship between price and quality, Klein and
Leffler (1981) found that advertising levels were also positively related to quality,
because firms that produced high-quality products used company-specific capital,
such as logos and advertising campaigns, to assure consumers of the firm’s lasting
commitment to quality. Johnson (1984) examined the relationship between advertising
expenditures and brand loyalty and found that the most often suggested reason for
declining loyalty was the increased emphasis on promotion expenditures relative to
advertising expenditures in the brand advertising and promotion budget.
The advertising industry in China is now the second largest in Asia, after Japan,
and employs more than half a million people. Since economic reforms began in 1978,
advertising has expanded, with an average annual growth rate of 40 percent in the past
decade (Zhou, Zhang, and Vertinsky, 2002). Advertising spending in China in 2001
reached $11.2 billion (China Contact, 2002). As mentioned before, Tse and Wang
(1990) suggested that, in general, Chinese consumers are very positive about
advertising compared to consumers in the West. Similar findings were found in Ferle
and Lee’s study (2003): the Chinese held the most favorable attitudes toward
advertising among consumers in the United States, Korea, and Taiwan. Overall

reaction to a commercial is the best predictor of its advertising effectiveness (Haley,
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1990), so favorable consumer attitudes predict the effectiveness of advertising in
China. Delong et al. (2004) support this point, suggesting that extensive advertising of
CK and Ralph Lauren have successfully helped them establish brand image and brand
recognition in China.

Advertising is a major contributor to brand equity creation. However, different
advertising media clearly have different strengths and disadvantages in this process.
For magazine ads, selecting a targeted audience can be easy, but the timing of reader
exposure to the ads is less predictable. For TV ads, TV still has a certain prestige or
glamour that can enhance the message, but audiences are more fragmented than ever
as the number of channels increases. And Internet ads can potentially reach a global
audience, but it is difficult to gauge the impact. Therefore, a specific decision is
involved when brand managers choose the most effective communication programs.

In order to provide detailed managerial guidelines, the current study not only
examined the effect of general advertising expenditures in creating brand equity, but
also the different effects of three advertising media: TV, print, and Internet. Because
little research has discussed consumer responses to different advertising media in
China, the basis for predicting results for any of our comparative analyses was very
limited. Therefore, an exploratory approach was adopted. Considering that ads
generally influence brand equity in a positive way, we assumed each advertising
medium had a positive relationship with dimensions of brand equity.

TV advertising. Television is generally acknowledged as the most powerful
advertising medium because it allows for sight, sound, and motion and reaches a
broad spectrum of consumers. TV advertising can be an effective means of vividly

demonstrating product attributes, explaining consumer benefits, and portraying non-
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product-related user and usage imagery, brand personality, and so on. Thus, TV ads
can contribute to brand equity by enhancing awareness, strengthening associations or
adding new associations, and eliciting a positive consumer response (Keller, 2002).
Lodish et al. (1995) found that TV advertising worked well in increasing brand
penetration and boosting sales for products advertised.

TV is a good advertising vehicle for the Chinese market (Cui and Liu, 2000). As
television has penetrated the majority of households in most regions of China
(including broadcast and cable TV), it is by far the most popular medium for
information and entertainment among Chinese consumers. Moreover, because of their
high tendency to respect authority, Chinese consumers believe that information
announced by official media is most trustworthy, so TV, radios, and newspapers are
all very effective media in China. According to Yan (1994), Chinese consumers like
watching TV and pay close attention to TV ads to see what is available in the market.
As in the West, a number of household brands in China are virtual creatures of
television buildup. Barnes, Kitchen, Spickett-Jones, and Yu (2004) discovered that
television represented highly influential media channels for Chinese female
consumers.

Based on the research described above, the following hypotheses about the
relationship between TV ads and the dimensions of brand equity in China are
presented:

Hypothesis B7-1: Perceived quality of a brand is related positively to the TV

advertising invested for the brand.

Hypothesis B7-2: Brand loyalty is related positively to the TV advertising

invested for the brand.
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Hypothesis B7-3: Brand awareness is related positively to the TV advertising
invested for the brand.
Hypothesis B7-4: Brand association is related positively to the TV advertising
invested for the brand.

Print advertising. Print ads can provide detailed product information because of
their self-paced nature. Keller (2002) suggests that they are particularly well-suited to
communicate product information, and are an effective communicator for user and
usage imagery. Magazine advertising delivers a highly qualified target and can be
enormously effective in increasing brand sales and expanding market share. Print
advertising, especially magazine ads, is a very effective communication tool for the
apparel industry. Some analyses show that many fashion brands, like Calvin Klein,
Tommy Hilfiger, and Guess, employ magazine ads to create unique nonproduct
associations. Generally, magazines and newspapers are the two main print advertising
media.

Research from Cui and Liu (2000) shows that newspaper readership is very high
in most regions of China, so such advertising can be effective there (Yan, 1994).
Investigating the impact of international cosmetics advertising in China, Barnes et al.
(2004) found that magazines represented highly influential media channels to Chinese
female consumers. Wang, Siu, and Hui (2004) note that Chinese consumers who
prefer to buy imported brand clothing read more fashion magazines, so multinational
clothing retailers can reach out and attract this target segment through this medium.

Following the above discussion, the hypotheses about the relationship between
print advertising and brand equity dimensions in China are:

Hypothesis B8-1: Perceived quality of a brand is related positively to the print
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advertising invested for the brand.

Hypothesis B8-2: Brand loyalty is related positively to the print advertising

invested for the brand.

Hypothesis B8-3: Brand awareness is related positively to the print advertising

invested for the brand.

Hypothesis B8-4: Brand association is related positively to the print advertising

invested for the brand.

Web advertising. Interactive, online marketing communication is the trend in the
new century. It is argued that on the Internet consumers are always actively engaged
with content and thus rarely focus exclusively on ad messages. However, some studies
show that Internet advertising is nonetheless effective in building brand equity.

Advertisers were one of the early proponents of the Internet, embracing its dual
promise of global reach and one-to-one targeting (Dreze, 2003). Schlosser, Shavitt,
and Kanfer (1999) found that information provided by Web advertising was perceived
as trustworthy and less irritating than general advertising because of its interactivity
feature. Another advantage was that it made information about products or services
immediately accessible. Dreze and Hussherr (2003) investigated the effectiveness of
Internet advertising and found that it was actually effective because it led to brand
recognition and brand awareness.

The Internet has become a major source for many kinds of domestic and
international information in China. According to the China Internet Net Information
Center, there were already more than 10,000 Web sites and 29,000 domain names
registered under the dot CN by 2000, of which more than 77 percent were used as

commercial domains (TDC, 2000). Internet users had exceeded 94 million as of June
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30, 2004, and they generally held a positive attitude toward Web advertising (CNNIC,
2004). According to Kwan, Yeung, and Au (2003), although the potential of e-tailing
is obvious, there are still many barriers to developing online apparel retailing in China.
Thus, many foreign apparel retailers prefer to develop their own websites mainly for
the promotion function.

The effect of Web ads in raising brand awareness and brand image is proven in
the Chinese market. According to a conservative estimate, overall online advertising
spending in China rose by 40 percent in 2005 over the previous year (Lin, 2006). On
major Web portals, ad space is always in high demand, because many marketers see
online advertising as an effective medium for achieving awareness and image-related
objectives at both the corporate and brand levels (Hargrave-Silk, 2003).

Online advertising spending is escalating in China. It reached US$120 million in
2003, and was predicted to grow dramatically to $293 million by 2005, becoming the
second-largest market in Asia, after Japan (Madden, 2000). In examining Chinese
consumers’ perceptions and responses to Web banner advertising, Gong and Maddox
(2003) found that Web advertising is very effective in China. Web exposure improved
Chinese users’ brand recall, changed their attitudes toward a brand, and increased
their purchase considerations.

Based on the above analysis, the following hypotheses about the relationship
between Web advertising and brand equity dimensions in China are put forth:

Hypothesis B9-1: Perceived quality of a brand is related positively to the Web

advertising invested for the brand.

Hypothesis B9-2: Brand loyalty is related positively to the Web advertising

invested for the brand.
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Hypothesis B9-3: Brand awareness is related positively to the Web advertising
invested for the brand.
Hypothesis B9-4: Brand association is related positively to the Web advertising
invested for the brand.

Figure 8 is the summary of the above hypotheses.

Perceived Quality

H-B7-4
- Brand Awareness
H-BS-1
.
e H-B8-3
H-B&-4

H-A6 H-A2 H-A3S

Brand Quality

Figure 8: The Relationship Between Advertising Expenditures and Brand Equity Dimensions

Sales Promotions

Sales promotions can be defined as short-term incentives to encourage trial or
use of a product or service, targeted at either trade or end consumers (Keller, 2002).
Although consumer sales come in all forms, a distinction has been made between
price promotion and non-price promotion. According to Campbell and Diamond
(1989), the big difference is that non-price promotions are usually framed as "gains"
whereas price-oriented promotions are often perceived as "reduced losses."

Chandon, Wansink, and Laurent (2000) found that consumers derived several

benefits from sales promotions that could be classified into two groups: utilitarian and
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hedonic (including entertainment). Price promotions mainly provided utilitarian
benefits to consumers, while many non-price promotions, such as sweepstakes,
contests, and free gifts, were intrinsically fun for consumers (see Table 1).

Table 1: Price Promotions

Promotions Definition
Price-off Offers a discount on the regular price of the purchase
Coupon Provides a certificate entitling the bearer to a saving on the purchase
Rebates Offers cash back from the manufacturers and retailers on the purchase

Frequency of price promotions. A large body of literature has examined the
effect of price promotion on brand equity building. Price-oriented promotions have
been praised for their ability to achieve short-term results, such as increasing market
share, encouraging brand switching, and inducing product trial usage (Bawa and
Shoemaker, 1989; Blattberg and Neslin, 1990; Leone and Srinivasan, 1996). Normally
including special sales, coupons, cents-oft deals, rebates, and refunds, price
promotions are an effective marketing tool for generating trial and traffic (Lindsay,
1990; Grewal, 1998). However, they are not at all a way to improve the long-term
health and equity of a brand.

Price discounts are likely to have a negative influence on perceptions of quality
(Blattberg and Neslin, 1990), because a consumer who purchases a discounted
product often "attributes" the fact that it was discounted to its being a poorer quality
product (Dodson, et al., 1978). Furthermore, frequent price promotions might cause
consumer confusion based on unanticipated differences between expected and
observed prices, resulting in an image of unstable quality (Winer 1986). Grewal (1998)
suggested that price discounting might generate traffic in a retail store. However, such

discounting could again have negative effects on the brand's quality and internal
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reference prices, which in turn would affect perceived value and willingness to buy.

Many marketers and academics believe that promotions communicate negative
product associations (Dodson, 1978). Price reductions might lower the distinctiveness
for the firm’s products (Boulding, Lee, and Staelin, 1994). Lindsay (1990) found that
sales promotions were great for generating trial and traffic but failed to add value. On
the contrary, teaching people to buy on price diminishes the perception of the value.
However, price deals may encourage customers to make a first try of the brand.

Price promotions do not seem to be related to brand loyalty, although they have
been consistently found to enhance temporary brand switching (Gupta 1988). Other
studies supporting this statement show that there is no relationship between promotion
and subsequent repeat purchasing (Neslin and Shoemaker, 1989; Ehrenberg,
Hammond, and Goodhardt, 1994).

Generally, Chinese consumers are responsive to promotion stimuli, and
especially enjoy beginning-of-season and end-of-season sales promotions. In a survey
conducted by Market-Expert (2004), Chinese participants thought non-price
promotions such as free trial, premium, and prize draw were more favorable than
price promotions for apparel products. As mentioned before, the Chinese believe that
“cheap products are never good,” so Yan (1994) argues that price-promotion
gimmicks run against this deep Chinese cultural bias. A promotion cheapens the
product while reducing the product’s image in the minds of consumers. Thus,
international marketers should be very careful if they want to conduct price-oriented
promotions, such as coupons, in China (Gong, 1994).

Based on the literature discussed here, the hypotheses about the relationship

between price promotion and brand equity dimensions in China are:

58



Hypothesis B10-1: Perceived quality of a brand is related negatively to the

price promotions used for the brand.

Hypothesis B10-2: Brand awareness is related positively to the price

promotions used for the brand.

Hypothesis B10-3: Brand association is related negatively to the price

promotions used for the brand.

Frequency of non-price promotions. As stated above, another kind of sales

promotion is non-price, communication-based. Lee (2002) assumes that managers use

price-oriented promotions more extensively than non-price promotions, primarily

because they are concerned about competition and short-term pressures rather than

building long-term brand health. Commonly used non-price-oriented promotions

include free samples, sweepstakes, contests, premiums, and frequent user programs

(see Table 2).
Table 2: Non-price Promotions

Promotions Definition

Extra Product | Offers an increased quantity of the product/service without an increase in
normal price

Premium Offers a free gift in addition to the main purchase
Contest Provides a chance to win a large prize through skill (demonstrated by

answering a question or writing a brand slogan)

Sweepstakes | Provides a chance to win a large prize based on chance (through a lucky draw
or a scratch card)

Non-price promotions are adopted primarily for their ability to meet such

longer-term objectives as enhancing brand image, strengthening brand associations, or

increasing brand loyalty. They can add excitement and value to brands, and can even

encourage brand loyalty (Aaker, 1991; Conlon, 1980; Jagoda, 1984). For example,
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frequent user plans have the potential for encouraging brand loyalty and strengthening
the bond between consumers and their brand choice (Fournier, 1998). Diller and
Brielmaier (1993) also found a positive effect of a sampling promotion in several
product categories on future purchasing.

Some research has shown that non-price promotions can be employed to
establish brand awareness and build primary demand for the product, especially
during the product introduction stage. For example, samples or trial incentives are
used to draw early adopters. Lee (2002) examined a wide range of consumer
nondurable brands, including cosmetics, and found that non-price promotions could
be used to communicate and generate interest in a brand. Non-price promotions, such
as prize draws, can enhance brand image and bring more fun for the consumer. Other
non-price promotional tools (e.g., premiums and tie-ins), if used effectively, can
strengthen brand association and generate enthusiasm for the brand. However, we
have not found any significant relationship between non-price promotion and
perceived quality in previous studies.

Influenced by their culture, Chinese people are reluctant to be pioneers, but they
also feel uncomfortable at being left behind in new fashions to lose “Mian Zi'”.
Therefore, referral is a powerful way of expanding trials to the first wave of
consumers. Non-price promotions such as free trials, “free gifts,” and premiums are
effective for reaching “pioneers” in China. Cui (1997) argues that in an ever more
open and competitive environment, free samples, giveaways, and lotteries are
necessary marketing efforts for foreign marketers in promoting brand names in China.

A Chinese proverb says that wealth is up to heaven. Chinese people do have a

! “Mian Zi” is the idea of shame, usually expressed as “face”. It could be loosely defined as the “status” or
“respect” in Chinese.
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high interest in gambling (Tanzer, 1994). Since such non-price promotions as
sweepstakes and prize draws can be considered a form of gambling (Huff and Alden,
1998), we may expect Chinese consumers to have favorable attitudes toward them.
Premium and prize draw are two types of sales promotions used regularly in China's
apparel retail industry, so they were representative of non-price promotion variables in
the current study survey.

Based on this literature and analysis, then, the hypotheses about the relationship
between non-price promotion and brand equity dimensions in China are:

Hypothesis B11-1: Brand loyalty is related positively to the non-price

promotions used for the brand.

Hypothesis B11-2: Brand awareness is related positively to the non-price

promotions used for the brand.

Hypothesis B11-3: Brand associations are positively related to the non-price

promotions used for the brand.

Figure 9 is a summary of the above final hypotheses.

Perceived Quality
| .

H-Blc-l
H-B10-

HEIIL-
Brand Quality

Figure 9: The Relationship Between Promotion and Brand Equity Dimensions
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CHAPTER 3

RESEARCH METHODOLOGY

The primary focus of the study presented here was to examine the relationships
between selected marketing activities and the building of brand equity for imported
clothing brands in the Chinese market. A secondary purpose was to examine different
effects of detailed marketing practices on brand equity building in the Chinese
clothing market, such as the differences between price promotions and non-price
promotions.

The purpose of this chapter is to detail the methodological approach of the
study and, in so doing, present the findings from the pretest of the instrument
developed for data collection, along with data collection procedures. The sample and
product stimuli selections are then described, followed by an explanation of
instrument development and statistical analysis techniques used for accessing the data

and addressing the hypotheses.

Pretest
The pretest was used to assess the clarity of the questions and the reliability of
the measures of the variables with respect to the questionnaire. In September 2005, a
total of 50 pretest surveys were collected from a non-probability sample of Chinese
graduate students from a Midwestern American university. The questionnaire was sent

by email to respondents, who then returned the completed questionnaire to the
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researchers by email. The researchers asked the participants to indicate if they had any
difficulties understanding and answering the questions. They were also asked to
provide other related suggestions that could be used to improve the questionnaire.
Based on the feedback from the pretest, adjustments to the questionnaire items
were made. Cronbach’s alpha was also analyzed for all constructs, and items found to
be unreliable were dropped. In summary, the questionnaire was improved based on
findings from the pretest in the following areas: inclusion of more foreign brands as
product stimuli in the questionnaire; dropping the unreliable items; modifying the
wording of some items; and adjusting the category of demographic questions in order
to better reflect the target sample’s situations.
Data Collection Procedures

This study employed the non-experimental survey method to gather data, which
was necessary to test the hypotheses listed in the Review of the Literature section. A
survey research design was considered for several reasons: (1) surveys are useful in
identifying characteristics of a population from a small group of individuals; (2)
standardized questions make measurement more precise by enforcing uniform
definitions on the participants, thereby obtaining high reliability more easily; and (3)
survey data are easily quantifiable and are responsive to structural equation modeling
(SEM). SEM is a very general, chiefly linear, chiefly cross-sectional statistical
modeling technique. Factor analysis, path analysis, and regression all represent
special cases of SEM. Several measures employed in this study were developed by
previous studies for the survey design. With the survey method, it was hoped that the
findings from the sample customers could be generalized into a large target population

of Chinese. Replication, validation, and extension of the previously existing measures

63



were also study objectives.

The research employed shopping center intercept surveys to collect consumer
information. Shopping centers were selected based on a marketing investigation. The
choice criterion was whether some of the selected imported clothing brands included
in the study was available in the shopping center. Respondents were selected from
customers who were willing to complete a questionnaire while shopping in those
centers. Four shopping centers were selected in Beijing and Shanghai, two in each city.
Being the largest consumer markets and commercial centers in China, Beijing and
Shanghai represent mature markets for imported clothing products. Due to this more
advanced stage of economic development, results found in these two cities were
expected to be a good indicator of future consumption patterns in China.

Because of the lack of up-to-date telephone directories, mail and telephone
surveys are not desirable in China. Thus, shopping center intercept surveys have been
regarded as a valuable method for collecting data there (Rosen, 1987; Yau, Li, and Lo,
1986). Several studies have employed this method to examine the behaviors of
Chinese apparel market consumers (e.g. Wang et al., 2004; Delong et al., 2004).

University graduate students from the two cities, Beijing and Shanghai,
administered the surveys. All the students went through a short-term training program

before starting the formal surveys.

The Sample

Because young consumers in China are potential customers for a wide range of
imported clothing brands, the target population for the current study was young
shoppers between the ages of 18 and 39. Delong et al. (2004) has shown that young
people residing in major cities have very high spending power in today’s China, and
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most of them prefer imported brands linked to high quality and prestige. This group of
consumers is willing to spend more time and money to buy clothing and thus
represents one of the most important market segments for foreign apparel retailers in
China (Kwan et al., 2003).

Respondents were selected from consumers who were shopping at six selected
shopping centers and were willing to take the survey. Local graduate students
administered 110 survey forms at each shopping center, for a total of 660 surveys.
Consumers who were visually estimated to be 18 to 39 years old were approached and
asked to respond to the questions. An incentive (a small gift) was offered with each
questionnaire, but participation was entirely voluntary.

The survey included questions related to the consumers’ evaluation of cultural
values, perceived marketing efforts, and dimensions of brand equity. All variables
were assessed through the respondents’ perceptual evaluations and the recall of their

experiences.

Product Stimuli Selection

To examine the effect of marketing activities on creating brand equity, the study
focused on imported clothing products. Specifically, three diverse clothing and
footwear categories were used: men’s wear, women’s wear, and athletic shoes. These
items were selected as product stimuli for several reasons. First, a large portion of the
value of those product categories is attributable to brand equity variance, thus
providing suitable conditions for such a study. Consumers often buy them for their
symbolic meanings, image reinforcement, and other personality characteristics
(Solomon, 1986). Second, they cover the basic categories of clothing products, which
broadens the scope and generalizability of the findings. Third, the target respondents
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(shoppers in the shopping centers) would be familiar with every category.

Twelve imported clothing brands (in women’s and men’s wear: Etam, ONLY,
Esprit, CK, Vero Moda, Tommy Hilfiger, Lee, Jack Jones, Levi’s, Givenchy, Boss,
and Polo Ralph Lauren) and four imported sport shoe brands (Nike, Adidas, Reebok,
and Puma) were chosen based on their performance in the Chinese market. China has
a scattered clothing market, and it is impossible for a single foreign brand to hold a
large market share. Therefore, a large number of brands (twelve) was chosen to ensure
that the majority of participants could at least find one among them with which they
were familiar. The familiarity of product stimuli for respondents could increase
response reliability. This was also one important feedback from the pretest of this
study.

These brands represent different combinations of market factors, such as price,
market share, marketing strategies, brand/corporation reputation, and country of
origin. All the selected brands are comparatively popular in China, so it was believed
that most respondents were probably familiar with them—a belief that was supported
by the pretest. According to Yoo et al. (2000), respondents who know a product well
are able to provide reliable and valid responses to questions about it. Instructions in
our questionnaire emphasized that “there are no right or wrong answers; only your

personal opinions matter” in order to minimize possible response bias.

Instrument Development

The purpose of the instrument developed for this study was to test the 39
formulated research hypotheses. It was important that the instrument accurately
measure the underlying constructs used in formulating these hypotheses. The
measures used in the study were borrowed and/or adapted from previous measures.
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The majority of the instruments borrowed from previous study in this study
were constructed for Western consumers, so it was necessary to test the instrument
prior to the data collection process to ensure its applicability in the Chinese market.
As discussed in the pretest section, pretest was used to avoid possible ambiguity in the
wording of the scale’s items that could arise from different cultural interpretations of
certain phrases during translation.

The questionnaire designed for this study was originally drafted in English,
translated into Mandarin, then back-translated into English. To ensure the correct
meaning of the translated version, two native Chinese-speaking graduate students
from a Midwestern American University were asked to review the transcribed copies
in English and Chinese. Their suggestions, along with feedback from the pretest, were
incorporated into the final version of the questionnaire.

The questionnaire consisted of Likert-type statements about which respondents
were asked to indicate their degree of agreement using a five-point scale (with
anchors of 1 = strongly disagree and 5 = strongly agree), consistent with Yoo et al.
(2000). The final version of the questionnaire was made up of four major parts: (1)
evaluation of five cultural values, (2) evaluation of selected marketing efforts, (3)
evaluation of four dimensions of brand equity, and (4) demographic questions.

Measurements of Cultural Values

Effectiveness in marketing means adapting to cultural values. In order to
understand young Chinese consumers’ attitudes and behaviors toward foreign apparel
brands, their cultural value preferences were examined in this study.

Hofstede’s five dimensions of national culture have long been used for

analyzing consumption differences across nations: individualism versus collectivism,
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long-term orientation versus short-term orientation, uncertainty avoidance, power
distance, and masculinity versus femininity. These dimensions relate to country
differences in motives for buying products and services, the degree of dependence on
brands, adoption of new technology, and media use (Mooij and Hofstede, 2002). In
accord with the results of Hofstede analysis for China, the following five cultural
dimensions were included in the current study: individualism, long-term orientation,
uncertainty avoidance, power distance, and femininity. Because Hofstede’s original
data were derived from matched populations of employees from national subsidiaries
of one multinational firm, IBM, his original survey questions were developed to apply
to the work situation. Some participants in this study were still high school or college
students, so his original scales were not appropriate for this study. Based on the
underlying meaning of each of his cultural dimensions and other previous research,
this study used 24 phrases to measure cultural values.

Considering that individualism is such a comprehensive and complex value
concept, eight items were identified to measure it. It was measured as giving priority
to personal goals over the goals of the group. The items were mainly borrowed mainly

29 ¢6

from Schwartz (1990) (e.g. “independent thought and action,” “uniqueness,” and
“Dare to speak and do”).

Four items were identified to measure long-term orientation, which reflects the
values of long-term commitment and respect for tradition. The scales, such as “thrift”
and “personal steadiness and stability,” were borrowed from Hofstede’s value survey
(VSM 94).

Uncertainty avoidance was measured in levels of tolerance for uncertainty and

ambiguity within society. Four items were developed from Hofstede and Mooij’s
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study (2002), including “family and personal” and “risk-taking” (R)’.

Power distance was measured as the level of inequalities of power and wealth
allowed within the society. Scales such as “societies’ equality (R)” and “respect for
authority” were adapted from Hofstede’s value survey and Hofstede and Mooij’s
study (2002).

Femininity was measured as the level of differentiation and discrimination
between genders. Four items to measure femininity were adapted from Hofstede and
Mooij (2002), such as “equality of males and females” and “caring for others.” See

Appendix B.

Measurements of Marketing Mix Elements

Yoo et al. (2000) examined consumer-perceived rather than actual marketing
mix elements. They had two reasons for this choice. First, it was not feasible to
control actual marketing efforts in the study. Second, perceived marketing efforts
played a more direct role in consumer psychology than actual efforts, which would
not change consumer behavior unless the consumers perceived them to exist. For
example, the objective or actual price of a product tends to be encoded by consumer
perception as “expensive” or “cheap” (Olson, 1977). Dickson and Sawyer (1990)
have further suggested that consumers are not likely to know or remember actual
prices, even at the point of purchase. Likewise, perceived marketing efforts have a
stronger meaning and hence explain consumer behaviors more effectively than actual
marketing efforts (Yoo et al., 2000).

Eleven selected marketing mix elements comprised the independent variables in

2 R means reverse.
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this study. Among them, price, store image, distribution intensity, and frequency of
price promotions were examined by Yoo et al. (2000). Frequency of non-price
promotions, celebrity endorsement, event sponsorship, target marketing, TV
advertising expenditures, print advertising expenditures, and Web advertising
expenditures were new independent variables in this study.

The scales of price, price promotion, store image, and distribution intensity were
based on Yoo et al. (2000) without adaptation. Price was measured as it was
subjectively perceived in the consumer’s mind (e.g., “The price of X is high”). Price
promotions were measured as the perceived relative frequency of the price deals
presented for the focal brand (e.g., “Price deals for X are offered frequently’). Store
image was measured as the perceived quality of the retailers at which the focal brand
was available. Specific store names were not indicated in the items; instead,
respondents were asked to evaluate generally the stores at which they would buy the
brand (e.g., "The stores where I can buy X have a pleasant atmosphere" and “The
stores where I can buy X have well-known brands”). Distribution intensity was
measured by how many retail stores carried the focal brand in the consumer's
perception (e.g., “More stores sell X, as compared to its competing brands”).

Non-price promotions were measured as the perceived relative frequency of the
non-price deals presented for the focal brand. As explained before, premium and prize
draw were used to represent non-price promotion. The scale was adapted from Yoo at
al.’s measure of price promotions by replacing the words “price deals” with non-price
promotion terms such as “premiums” or “prize draws” (e.g., “ Non-price promotions
like premiums or prize draws for X are frequently offered”).

TV, print, and Web advertising expenditures were measured as the consumer's
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subjective perception of them in each advertising media for the focal brand. Their
scales were adapted from Yoo at al.’s measure of advertising expenditures by
specifying the ad medium in the scales (e.g., “The TV [or print, or Web] ad campaigns
for X are seen frequently”). As with advertising expenditures, consumers could also
directly observe other campaigns’ expense-related production elements, such as
sponsorship of a sports event or the use of celebrities in ads (Kirmani, 1989).
Therefore, based on the scale of advertising expenditures in Yoo et al. (2000), we
developed the scales of event sponsorship and celebrity endorsement with some minor
adaptations. Event sponsorship campaigns and celebrity endorsements were measured
as the consumer's subjective perception of a firm’s expense on the use of celebrity or
sponsorship for the focal brand (e.g., “The celebrity is frequently used in X’s ads”,
and “The sponsorship campaigns for X are seen frequently in sports, music or other

events”). (See Appendix B.)

Measurements of Dimensions of Brand Equity

As discussed previously, four dimensions of brand equity as independent
variables were examined in this study: perceived quality, brand loyalty, brand
awareness, and brand association. The scales of perceived quality and brand loyalty
were borrowed from Yoo et al. (2000) and Pappu, Quester, and Cooksey (2005) with
some adaptations. Perceived quality measured consumers' subjective judgment about
a brand's overall excellence or superiority and addressed overall quality rather than
individual elements of it (e.g., “Products from X would be of very good quality”).
Brand loyalty items captured the consumer’s overall commitment to being loyal to a

specific brand (e.g. “I consider myself to be loyal to X”’). The brand awareness scale,
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borrowed from Yoo et al. (2000), measured the strength of the brand in a consumer’s
memory as reflected by the consumer’s ability to identify various brand elements (e.g.,
“I am aware of X”). The brand association scale was based on Aaker (1996), Keller
(1993), and Pappu et al. (2005). Brand association was measured by how strong,
favorable, and unique the band image was in the minds of the customer (e.g., “I like
and trust the company that makes X”). (See Appendix B.)

Method of Analysis

Structural Equation Modeling (SEM), a powerful analysis tool (Cheung and
Roger, 1999), was used to guide research design and the systematic analysis
procedures. SEM is a multivariate statistical technique that grows out of and serves
purposes similar to multiple regression, but in a more powerful way. The
methodology takes a confirmatory, rather than exploratory, approach to data analysis,
which has several advantages over the traditional regression method of testing
directional relationship between variables.

SEM can simultaneously estimate all path coefficients and test the significance
of each causal path, permitting the evaluation of the model performance as a whole
(Bagozzi, 1981, 1982). It uses confirmatory factor analysis (CFA) to reduce
measurement error by having multiple indicators per latent variable; it has the
attractive graphical modeling interface; and it has the ability to test models with
multiple dependents, to model mediating variables, to model error terms, to test
coefficients across multiple between-subjects groups, and to handle difficult data
(time series with auto correlated error, non-normal data, incomplete data).

A two-step model-building approach was used in the study, in which the

measurement models were tested prior to testing the structural models:
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1. Before testing the hypotheses, three methods—reliability analysis, validity
analysis, and confirmatory factor analysis—were used to select and assess
the final items to be used for hypothesis testing.

2. The structural model was employed to get the path estimates, and to test
the hypotheses.

As discussed earlier, the study employed consumer surveys to gather data, and
the quantitative evaluation of customers’ attitudes and behaviors (on five-point scales)
was used to examine the relationships of factors under the framework.

In addition, description analysis was used to analyze the demographic data of
the sample, whereas the linear regression method was employed to examine the
relationship of distribution intensity to three brand equity dimensions (perceived price,
brand awareness, and brand association) that were not covered in the structural model
of this study. Both of these methods were conducted with SPSS 13.0.

Approval to Conduct Research with Human Subjects and Obtaining Consent

Because this study involved the use of student subjects as the participants in the
pretest, it was important to obtain approval for conducting research with human
subjects from the University of Missouri-Columbia. A request for approval was
submitted to the Institutional Review Board at the UMC with an explanation of the
objectives of the study. The review board granted its approval on September 19, 2005.
Moreover, before distributing a survey questionnaire to the student subjects, a consent
form was distributed to them providing information about anonymity and the
voluntary nature of the study. The form also provided the students with contact
information if they experienced problems while participating in the study. A sample of

the consent form is provided in Appendix A.
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CHAPTER 4

RESULTS AND ANALYSIS

This chapter includes an analysis of the data and a presentation of the results
from the study. It provides the frequency of brands response, the characteristics of the
sample, presents outcomes of the statistical data analyses, and discusses the findings
in detail.

The data analysis, conducted with SPSS 13.0 and AMOS 5.0 Graphics (SEM
package) for confirmatory factor analysis (CFA), was divided into three stages: (1) to
get to know the data and prepare for analysis; (2) to assess the measurement model
and reliability/validity of measures; and (3) to analyze the structural model. Finally,
the 39 proposed research hypotheses were tested according to the results from the
structural equation model. Findings are described and discussed for each hypothesis.

Frequency of Brands Response and Testing for Measurement Invariance

Frequency of Brands Response

The shopping center intercept survey method was employed to collect data. Four
shopping centers were selected: two in Beijing and two in Shanghai. Local Chinese
graduate students were hired to administer the survey. In total, more than 660
participants, aged 18 to 39, responded to the questionnaire. A small gift was used to
increase the response rate, but respondents’ participation was voluntary.

All data were examined for missing and outlier contamination. Of the 660

surveys, 623 were considered valid and were used in this study, making a valid
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response rate of 94 percent. 37 responses (about 6 percent) were eliminated from the
study because they were not completed or showed certain systemic response patterns,
or the respondents’ age did not meet the age requirement of the study (18-39 years
old). The incompleteness may have been caused by the participant’s lack of time to
finish the study, or lack of knowledge about brands used in the questionnaire.

As discussed in Chapter 3, two versions of questionnaires were used in this
study: imported sports shoe brands as product stimuli in one questionnaire, and
imported clothing brands as product stimuli in the other. The two versions were
equally distributed (330 of each). Out of the 623 valid surveys, 319 involved imported
sports shoe brands and 304 involved imported clothing brands. Table 3 and Table 4

provide frequency of brands the sample of this study chosen to respond.

Table 3: Summary of Frequency of Clothing Brands Response

Brands Frequency Percent (%)

Etam 70 21.9

Lee 43 13.5

Only 52 16.3
JACK JONES 28 8.8
Esprit 27 8.5
Levi’s 9 2.8

CK 15 4.7
GIVENCHY 23 7.2
VERO MODE 14 4.4
Boss 4 1.3
Tommy Hilfiger 26 8.2
Polo Ralph Lauren 8 2.5
Total 319 100

Table 4: Summary of Frequency of Sports Shoes Brands Response

Brands Frequency Percent (%)
Nike 97 31.9

Adidas 144 47.4

Reebok 36 11.8
Puma 27 8.9
Total 304 100
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Testing for Measurement Invariance

Two product categories were used as product stimuli in this study: imported
sports shoes and clothing brands. Each was included in one version of the
questionnaire. In order to determine if the same SEM model is applicable across
groups (for respondents who responded to clothing brands and for respondents who
responded to sports shoes brands), testing for measurement invariance across groups
(multi-group modeling) was conducted with AMOS 5.0. The procedure was to test for
measurement invariance between the unconstrained model for two groups combined,
then for a model where certain parameters are constrained to be equal between the
groups. It was found that the chi-square difference statistic did not reveal a significant
difference between the original and the constrained-equal models, which meant that
the model of this study had measurement invariance across two groups of respondents.
Therefore, the data were combined from both categories (clothing brands and sports

shoes brands) in this study to establish the model and test the hypotheses.

The Characteristics of the Sample

Demographic Characteristics

SPSS 13.0 was used to analyze sample characteristics. The tables that follow
(Tables 5-9) summarize sample characteristics of people who were included in the
study. The distribution of demographic variables indicate that the respondents tended

to be young, highly educated, single, and with moderate to high income.

Gender
The study had almost equal numbers of male and female respondents. The 321

males and 302 females rendered a proportion of 51.5 and 48.5 percent, respectively.

76



According to the demographic statistics of the Chinese population, the gender ratio is
about 54 percent male and 46 percent female (CCTV, 2006). Therefore, the sample

was comparable to the distribution of gender within the general population (see Table

5).
Table 5: Summary of Sample Characteristics — Gender
Characteristics Frequency Percent (%) Cumulative (%)
Male 321 51.5 51.5
Female 302 48.5 100.0
Total 623 100 -
Age

All participants in the study were older than 18 years of age. Those younger than
18 or older than 39 were eliminated from the study because of its focus on young
consumers. Of the respondents, about 51 percent (n = 323) were under 25 years of age,
30 percent (n = 184) from 26 to 30, 9.5 percent (n = 59) from 31 to 35, and fewer than
10 percent (n = 57) over 35 (see Table 6). The results demonstrate that the sample was
representative of this study’s intended population of younger consumers residing in
major Chinese cities.

Table 6: Summary of Sample Characteristics — Age

Characteristics Frequency Percent (%) Cumulative (%)
18 -20 38 6.1 6.1
21-25 285 45.7 51.8
26 -30 184 29.5 81.4
31-35 59 9.5 90.9
36 -39 57 9.2 100.0
Total 623 100 -
Education

About 80 percent of the respondents had a college degree (n = 547), while over
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40 percent had a post-graduate degree (n = 258) (see Table 7). Again, this means that
the sample was representative of the study’s intended population of well-educated
younger Chinese consumers. Because this study was conducted in two biggest cities

in China, the education level of respondents should be higher than the average level of
total population of Chinese.

Table 7: Summary of Sample Characteristics — Education

Characteristics Frequency Percent (%) Cumulative (%)
Some High School 5 0.8 0.8
High School Graduate 71 11.4 12.2
College 289 46.4 58.6
Post-graduate 258 41.4 100.0
Total 623 100 -
Marital Status

About 72 percent of the participants were single (n = 449), a figure much higher
than that of the general population because of the feature of target sample. The
number of participants who were married with children was close to the number of
participants who were married and childless (n = 89 and n = 81) (see Table 8).

Because the majority of respondents (85 percent) were either not married or
married without children, they did not have to worry about supporting a family. Thus,
they were able to use a reasonable share of dispensable income to purchase the
foreign brands. This shows that the sample is representative of the study’s intended
population who are free of large family expenditures.

Table 8: Summary of Sample Characteristics — Marital Status

Characteristics Frequency Percent (%) Cumulative (%)
Single 449 72.1 72.1
Married with Kids 89 14.3 86.4
Married no Kids 81 13.0 99.4
Other 4 0.6 100.0
Total 623 100 -

78




Income

Compared with their parents, more and more young people in China prefer to
live by themselves. Considering that many of the respondents were not married and
lived independently, personal annual income, not family annual income, was
examined in this study. About 47 percent of the respondents reported a personal
annual income between US$2,250 and $6,000 (n = 290), and more than 10 percent of
respondents had a personal annual income more than US$12,000 (n = 63) (see Table

9).

China's National Bureau of Statistics said in a survey that households with an
annual income ranging from 60,000 Yuan (US$7,250) to 500,000 (US$ 62,500) Yuan
should be categorized as middle class, as a growing number of people enjoying higher
living standards (People’s Daily Online, 2005). Personal annual income, not family
annual income, was examined in this study, and most families among young urban
professions are double-income families. According to standards provided by China's
National Bureau of Statistics, over 65 percent of the participants in this study can be
categorized as middle class, and are thus representative of this study’s intended

population in China.

Table 9: Summary of Sample Characteristics — Personal Annual Income (in US$)

Characteristics Frequency Percent (%) Cumulative (%)
< $2,250 104 16.7 16.7
$2,250-3,750 130 20.9 37.6
$3,751-6,000 160 25.7 63.2
$6,001-9,000 102 16.4 79.6
$9,001-12,000 64 10.3 89.9
$12,001-18,000 33 53 95.2
$18,001-22,500 12 1.9 97.1
$22,501-30,000 9 1.4 98.6
> $30,000 9 1.4 100.0

Total 623 100 -
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In summary, this sample consisted of primarily young, well-educated, single
Chinese consumers with comparatively high dispensable income who were attracted
by foreign-branded apparel products and able to afford them. The target market of
foreign products in China is the rapidly expanding middle class—again, young, well-
educated, high-income people in the cities. Therefore, the study sample was well
representative of the target consumers of foreign branded clothing in the Chinese

market.

Cultural Values of the Sample

In exploring the effect of marketing activities on the creation of brand equity,
this research reflects the belief that culture is the major factor influencing consumers’
collectivism evaluation of marketing activities. As discussed in the literature review
section, uncertainty avoidance, power distance, long-term orientation, and a balance
of femininity/masculinity comprise the core concepts of China’s cultural system.
Therefore, this study examined the cultural concepts and values of the respondents,
providing a snapshot of the current cultural situation among China’s younger
generation.

Twenty-four items about cultural values that were developed based on previous
studies were included in the questionnaire: eight items for collectivism/individualism
and four items each for uncertainty avoidance, power distance, short- or long-term
orientation, and femininity/masculinity. A five-point scale was used to examine the
respondents’ preferences in each culture factor, and SPSS 13.0 was used to analyze
these cultural factors. The findings are summarized in Table 10.

The results were consistent with Hofstede’s analysis result for China in the three
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cultural dimensions of uncertainty avoidance, power distance, and long-term
orientation, which reflect the general Chinese values of a lower tolerance for
uncertainty and ambiguity in both society and personal life (a score of 3.95 out of a
total score of 5.00), the tendency to accept inequalities of power and wealth within
society (3.78 out of 5.00), and an ability to overcome obstacles with time (3.98 out of
5.00) (see Table 10).

However, in terms of collectivism/individualism and femininity/masculinity, the
results were very different from those of previous studies, including Hofstede’s. They
indicated that, compared to older generations, young people in China attach more
importance to their individual rights and needs. Individualism has become a primary
value in their cultural system (4.02 out of 5.00). This finding is consistent with
previous studies (Cui, 1997; Tai and Tam, 1997), suggesting that consumers in China,
especially those between the ages of 18 and 35, have adopted Western ideas very
quickly.

Previous studies suggest that Chinese philosophers have always stressed the
intertwining of the masculine (yang) and the feminine (yin) elements in life, so values
correlated with both femininity (patience, courtesy, and kindness) and masculinity
(patriotism, a sense of righteousness) comprise the Chinese value system. However,
the results of this study suggest that young Chinese consumers are advocates of
femininity (3.97 out of 5.00), indicating a low level of differentiation between genders,

with females being treated equally to males in all aspects of society.

81



Table 10: Summary of Cultural Values

Cultural Values

Indicators

Mean

Std. Deviation

Individualism

Independent thought and action

Control over one’s life

An exciting life

Competitiveness

Creativity

Uniqueness

Daring to speak and do

Privacy

4.02

0.49

Uncertainty
Avoidance

Taking risk (R)

Family and personal security

Observing social codes of behavior & ethics

Formality of life structure

3.95

0.58

Power Distance

Respect for authority

Social power & status

Respect for parents and older people

Societal equality (R)

3.78

0.52

Long-term
Orientation

Thrift

Planning for the future

Perseverance

Personal steadiness and stability

3.98

0.59

Femininity

Caring for others

Equality of males and females

Spiritual gains

Modest & nurturing

3.97

0.60

In summary, somewhat influenced by the influx of Western culture, young

Chinese consumers still keep most Chinese traditional cultural values but have also

borrowed some from the West into their value conception. Such change apparently is

having a profound impact on their behaviors in apparel consumption.

CFA was executed to estimate a measurement model using maximum likelihood

CFA Model Analysis

method with AMOS 5.0 Graphics. The CFA model consisted of 15 constructs (35

items). The normality of input data, the standardized loadings, item reliabilities, and

validity for the items and scales used to measure the latent variables are provided.

82




Normality

According to Bagozzi and Yi (1998), one of the fist things that should be done in
the evaluation of structural model is assessment of the adequacy of input data and
statistical assumption underlying any estimation methods used in analysis. The
estimation of SEM parameters requires continuous data with normal distribution.

A common rule-of-thumb test for normality is to run descriptive statistics to get
skewness and kurtosis. Skew should be within the +2 to -2 range when the data are
normally distributed. Kurtosis also should be within the +2 to -2 range when the data
are normally distributed (a few authors use +3 to -3).

Normality analysis for 15 variables was conducted with SPSS 13.0. As a result,
except perceived quality (kurtosis greater than +2), values of skew and kurtosis of
other 14 variables in this study are within +2 to -2 range (see Table 11). That means
they are normally distributed.

Table 11: Skewness and Kurtosis

Constructs Skewness Kurtosis
Brand Price -0.40 -0.32
Store Image -0.26 0.25
Distribution Intensity -0.29 0.29
Celebrity Endorsement -0.08 -0.51
Event Sponsorship 0.60 -0.06
Target Marketing -0.64 0.19
TV Advertising Expenditures 0.09 -0.66
Print Advertising Expenditures 0.14 -0.68
Web Advertising Expenditures -0.29 -0.25
Nonprice Promotion 0.29 -0.07
Price Promotion 0.17 -0.41
Perceived Quality -0.84 2.29
Brand Loyalty -0.18 -0.07
Brand Awareness -0.48 1.16
Brand Association -0.27 0.43
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Reliability and Validity of Measures

Reliability

Cronbach's Alpha. Barclay and his colleagues (1994) recommend that a
measurement of the internal consistency of the construct Cronbach’s alpha should be
taken into consideration, with a minimum criterion of approximately 0.70 (Nunnally,
1978; Hair et al. 1998). Thus, Cronbach's Alpha was calculated for all factors. Some
items with low individual reliability were eliminated to improve the Cronbach's Alpha
of the scales.

As aresult, 35 items were retained, and all fifteen variables in this study
moderately met the minimum requirement (see Table 12). The constructs that
produced the highest Cronbach’s alpha were TV advertising expenditures (0.85) and
event sponsorship (0.84). A few constructs had values lower than the recommended
value: distribution intensity (0.65), non-price promotion (0.69), brand awareness
(0.67), and brand association (0.68). These constructs were not dropped from the
study because their values of variance extracted (another measure of reliability) met
the minimum requirement, as demonstrated below, and their values of Cronbach's
Alpha were very close to the acceptable value of 0.70. As a result, all constructs were

accepted as being reliable for the research.

84



reliability of constructs was variance extracted. Average Variance Extracted (AVE)
was proposed by Fornell and Larker (1981) as a measure of the shared or common

variance in a latent variable--the amount of variance captured by the variable in

Table 12: Cronbach's Alpha of Constructs

Constructs Number of Items | Cronbach’s Alpha
Brand Price 2 0.75
Store Image 2 0.72
Distribution Intensity 2 0.65
Celebrity Endorsement 2 0.73
Event Sponsorship 3 0.84
Target Marketing 3 0.70
TV Advertising Expenditures 3 0.85
Print Advertising Expenditures 2 0.71
Web Advertising Expenditures 2 0.70
Nonprice Promotion 2 0.69
Price Promotion 2 0.76
Perceived Quality 2 0.81
Brand Loyalty 2 0.80
Brand Awareness 2 0.67
Brand Association 4 0.68

Average Variance Extracted (AVE). The other measure for checking the

relation to the amount due to its measurement error (Dillon and Goldstein 1984). The

AVE value should be greater than .50 to justify using a construct, according to
Barclay, Thompson and Higgins (1995). Their AVE for X with indicators x, X2, ...

1S:

error of x;, and £ denotes a sum (Fornell and Larker, 1981). In this study, all latent

variables demonstrated AVE values between 0.52 and 0.83, thereby meeting the

2\ Var(X)

AVE =

YA ] Var(X)+Z[ Var(e;)]

minimum requirement (see Table 13).
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Table 13: Average Variance Extracted of Constructs

Constructs Average Variance Extracted
Brand Price 0.77
Store Image 0.68
Distribution Intensity 0.66
Celebrity Endorsement 0.79
Event Sponsorship 0.76
Target Marketing 0.60
TV Advertising Expenditures 0.78
Print Advertising Expenditures 0.76
Web Advertising Expenditures 0.76
Nonprice Promotion 0.76
Price Promotion 0.80
Perceived Quality 0.83
Brand Loyalty 0.81
Brand Awareness 0.68
Brand Association 0.52

Validity

Convergent validity. Although all latent variables in this study demonstrated
acceptable reliability with Cronbach’s alpha, the Cronbach’s alpha might not be
sufficient when unidimensionality is considered (Hair et al. 1998). Unidimensionality
means “an assumption underlying the calculation of reliability and is demonstrated
when the indicators of construct have acceptable fit on a single-factor (one-dimension)
model” (Hair et al. 1998). In that situation, Cronbach’s alpha does not guarantee
validity. Convergent validity (or composite reliability) should therefore be considered.

Convergent validity, according to Campbell and Fiske (1959), is when, in the
presence of other scale items for other constructs, the scale items in a given construct
move in the same direction (for reflective measures) and thus highly correlate. This
differs from reliability in that tests of reliability include only the scale items for a
single construct and are not compared to other constructs. The following formula

from Bagozzi and Baumgartner (1994) was used to calculate the constructs’
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convergent validity in this study:
Convergent validity =[(2 Ni)2 var( € )] /[(Z Ni)2var( € )+2 0 ii ]
Among fifteen constructs in this study, the analysis showed that fourteen
constructs (except target marketing) possessed values of convergent validity or

composite reliability greater than the recommended value of 0.5 (Hair et al., 1998)

(see Table 14).

Table14: Convergent Validity of Constructs

Constructs Composite Reliability
Brand Price 0.60
Store Image 0.50
Distribution Intensity 0.51
Celebrity Endorsement 0.60
Event Sponsorship 0.70
Target Marketing 0.49
TV Advertising Expenditures 0.69
Print Advertising Expenditures 0.73
Web Advertising Expenditures 0.51
Nonprice Promotion 0.60
Price Promotion 0.65
Perceived Quality 0.82
Brand Loyalty 0.60
Brand Awareness 0.55
Brand Association 0.50

Discriminant validity. In addition to convergent validity, discriminant validity
analysis also needed to be considered in this study. This refers to the principle that the
indicators for different constructs should not be so highly correlated as to lead one to
conclude that they measure the same thing.

The discriminant validity of the measures—the degree to which items
differentiate among constructs or measure distinct concepts—is assessed by
examining the correlations between the measures of potentially overlapping

constructs. Items should load more strongly on their own constructs in the model, and
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the average variance shared between each construct and its measures should be

greater than the variance shared between the construct and other constructs (Compeau,
Higgins and Huff, 1999). The method for evaluating discriminant validity proposed

by Fornell and Larcker (1981) states that the squared correlations between the
constructs should be less than the variance explained by each construct.

We found that most of the constructs, except for celebrity endorsement and
event sponsorship, had a good level of discriminant validity (see Table 15). The pairs
of constructs that did not meet these criteria are:

1. Celebrity Endorsement and TV Advertising Expenditures
2. Event Sponsorship and TV Advertising Expenditures

In Table 15, The diagonal row demonstrates variance extracted of each

individual construct that could be used to compare with its correlations to the other

constructs of checking discriminate validity (Fornell and Larcker, 1981).
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Structural Equation Model (SEM)

SEM is an extension of the general linear model (GLM) that enables researchers
to test a set of regression equations simultaneously. SEM software can test traditional
models, but it also permits the examination of more complex relationships and models,
such as CFA and time series analyses.

The general form of SEM consists of two parts: the measurement model and the
structural model. The measurement model specifies how the latent variables or the
hypothetical constructs are measured in terms of the observed variables and describes
the measurement properties. The structural equation model specifies the causal
relationships among the latent variables and describes the causal effects and the
amount of unexplained variance.

Model fit determines the degree to which the structural equation model fits the
sample data. Model fit criteria commonly used are Chi-square (X2), Chi-Square X2/df,
Goodness of Fit (GFI), Adjusted Goodness of Fit (AGFI), Norm Fit Index (NFI),
Comparative Fit Index (CFI), Root Mean Square Residual (RMR), and Root Mean
Square Error of Approximation (RMSEA). These criteria are based on differences
between the observed and model-implied correlation or covariance matrix
(Schumacker and Lomax, 1996).

Hu and Bentle (1999) suggest that GFI, NFI, CFI, and RMR values above .90
and AGFI values above .80 are generally interpreted as representing a good fit,
whereas a value of RMSEA below .10 indicates a good fit. Due to large samples, a
significant Chi-square (X2) does not indicate poor fit because the Chi-square is easily
influenced by the size of the sample (unlike other criteria). In addition to the

disadvantage of the Chi-square statistic, the ratio of Chi-square to its degree of
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freedom, X2/df, is further used to indicate a good fit. It is suggested that a ratio of 3:1

or less indicates an adequate fit.

Measurement Model Testing

Testing a measurement model is a primary task that should be performed before
testing the relationship between latent variables. CFA is particularly useful for testing
a measurement model as it allows for correlated errors of measurement (Hair et al.,
1998).

A measurement model was set to have 35 items comprising 15 constructs (latent
variables) in this study. AMOS 5.0 maximum likelihood method was used to examine

each construct and its standardized loadings.

Standard Loading and the Squared Multiple Correlation

Bollen (1989) has suggested that standard loading and the squared multiple
correlation between items and constructs should be used for measurement model
testing. The analysis results for this study indicate that all 35 items were loaded highly
on their corresponding construct (p<0.05 in all cases) and the t-values of those items
were greater than 2.0 (Segars and Grover, 1993). The analysis of the squared multiple
correlations demonstrated that, except for a few items, most of the items met the
recommended criteria of 0.40 (Taylor and Todd, 1995). This means, overall, that the

items shared substantial variance with their hypothesized constructs (see Table 16).
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Table 16: Parameter Estimates for the Measurement Model

Constructs Items Standaljdized T-values Squared Ml.llﬁple
Loadings Correlation

Brand Price Brand Price-1 0.71%% 1023 0.50
Brand Price-2 0.76** - 0.58
Store Image Store Image-1 0.65%* 8.04 0.42
Store Image-2 0.55%* - 0.40
Distribution Distribution Intensity-2 0.67** 5.30 0.46
Intensity Distribution Intensity-3 0.46** - 0.30
Celebrity Celebrity Endorsement-1 0.72%* 16.54 0.52
Endorsement Celebrity Endorsement-3 0.80** - 0.64
Event Sponsorship -1 0.77** 20.22 0.60
Event Sponsorship | Event Sponsorship -2 0.82** 21.88 0.68
Event Sponsorship -3 0.80** - 0.65
Target Marketing-1 0.77** 8.54 0.60
Target Marketing Target Marketing-2 0.62** 8.78 0.40
Target Marketing-4 0.47** - 0.23
. TV Advertising-1 0.81** 20.90 0.65
gp;‘gfﬁ:smg TV Advertising-2 0.87%* 22.62 0.60
TV Advertising-3 0.77** - 0.76
Print Advertising Print Advertising-2 0.53** 15.47 0.35
Expenditures Print Advertising-3 0.99** - 1.00
Web Advertising Web Advertising-2 0.70** 11.66 0.50
Expenditures Web Advertising-3 0.74%* - 0.54
Non-price Non-price Promotion-1 0.75** 14.90 0.56
Promotion Non-price Promotion-2 0.72%x* - 0.52
Price Promotion Pr?ce Promot%on-Z 0.79** 15.33 0.63
Price Promotion-3 0.77** - 0.59
. . Perceived Quality-1 0.78%* 16.63 0.62
Perceived Quality Perceived Quality-2 0.85%* - 0.73
Brand Loyalty-1 0.88** 11.28 0.78
Brand Loyalty Brand Loyalty-2 0.70** - 0.49
Brand Awareness Brand Awareness-1 0.56** 8.85 0.32
Brand Awareness-2 0.63** - 0.40
Brand Association-1 0.69** 11.36 0.47
Brand Association Brand Assoc%at@on—Z 0.58** 11.00 0.40
Brand Association-4 0.71** 11.57 0.50
Brand Association-5 0.57** - 0.38

The Fit of the Measurement Model

In terms of model fit, the test of the measurement model demonstrated that it

had a good fit to the data. The data shown in Table 17 suggest that, except for Chi-

square (X2) and NF]I, all other criteria met the recommended values suggested by Hu

? #* indicates significant correlation at t > 2.0;

4 _ means first path was se t to 1, therefore, no SE’s or t-value are given.




and Bentle (1999).

A Chi-square (X2) value of 873.35 with a degree of freedom of 455 for the
measurement model was found. The p value of X2 was equal to 0.00, which does not
meet the criteria for a fit model (P > (0.05). However, it was accepted that X2 is not an
appropriate criterion for a study that has a large sample size (Browne and Cudeck,
1993; Marsh, 1994), and that X2 becomes more sensitive as the number of indicators
rises (Hair et al., 1998). This study had a large sample size (623 valid respondents)
and a large number of indicators (35 items), S0 X2 was not an appropriate testing
criterion for model fit for this study.

Although NFI was lower than the recommended value of 0.90, it could be
considered very close (0.89). Therefore, it could be articulated that the measurement

model of this study had an acceptable level of fitness. Other fitness indices met the

recommended minimum values as well: Chi-square (X2)/df of 1.90, GFI of 0.93,

AGFI of 0.90, CFI of 0.94, RMR of 0.03, and RMSEA of 0.04 (see Table 17).

Table 17: Reported Values of Model Fit for the Measurement Model

Fit Measure Recz}r:lmuzzlded Valu;/s[(t;l('l(:ln the Conclusion
Chi-square (X2) P >0.05 0.00 Not Fit

Chi-square (X2)/df <3.00 1.90 Fit
Goodness of Fit (GFI) >0.90 0.93 Fit
Adjusted Goodness of Fit (AGFI) >0.80 0.90 Fit

Norm Fit Index (NFI) >0.90 0.89 Moderately Fit
Comparative Fit Index (CFI) >0.90 0.94 Fit
Root Mean Square Residual (RMR) <0.09 0.03 Fit

Root Mean Square Error of .

Approximation (RMSEA) <0.10 0.04 Fit

Structural Model Testing

Once the measurement model had been tested for suitability, the estimation of
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the structural model followed. A measurement model is used for defining the relations
between observed and unobserved variables, whereas a structural model is employed
to examine the relations among latent variables in a proposed model (Byrne, 1998).
AMOS 5.0 Graphics was used to run the structural model and test the hypothesized
relationship between constructs. Maximum likelihood estimation and correlation
matrix were used to test the structural model.

The structural model of this study included all variables from the measurement
model, since all of them had significant factor loadings. It specified the perceived
marketing efforts as exogenous variables, and they were related to the endogenous
variables—brand equity dimensions.

The constructs and their hypothesized relations were tested simultaneously. The
model fit criteria used in testing the measurement model were employed to test the
structural model, and goodness-of-fit statistics indicated that the structural model
revealed a satisfactory fit.

A Chi-square (X2) value of 36.94 with a degree of freedom of 11 for the
measurement model was found in this study. The p value of X2 was equal to 0.00,
which does not meet the criteria for a fit model (p > 0.05). However, this could be
explained by the same reasons mentioned above: large sample size and a large number
of indicators in the study.

All other fitness indices met the recommend values: Chi-square (X2)/df of 3.36,
GFI of 0.99, AGFI of 0.92, NFI of 0.99, CFI of 0.99, RMR of 0.02, and RMSEA of
0.06 (see Table 18). Therefore, the structural model of this study showed an
acceptable model fitness level. The next step was to test the relationships between

constructs included in the structural model.
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Table 18: Reported Values of Model Fit for the Structural Model

. Recommended Values from the .

Fit Measure Values Model Conclusion
Chi-square (X2) P >0.05 0.00 No Fit
Chi-square (X2)/df <3.00 3.36 Moderate Fit
Goodness of Fit (GFI) >0.90 0.99 Fit
Adjusted Goodness of Fit (AGFI) >0.80 0.92 Fit
Norm Fit Index (NFI) >0.90 0.99 Fit
Comparative Fit Index (CFI) >0.90 0.99 Fit
Root Mean Square Residual .
(RMR) <0.09 0.02 Fit
Root Mean Square Error of .
Approximation (RMSEA) =0.10 0.06 Fit

Results of Hypotheses

Of the fifteen latent variables examined, eleven exogenous variables and four
endogenous variables were included in the proposed model of this study. The eleven
exogenous variables were selected marketing activities and the four endogenous
variables were brand equity dimensions.

The 39 hypotheses of the study were tested by structural equation model.
Among them, 6 referred to the relationship among brand equity dimensions and 33
hypotheses addressed the relationship between marketing activities and brand equity
dimensions.

Since the t-value was actually smaller for the one-tail test, instead of 1.96 or
2.00 from the two-tail test, for directional hypotheses, the rule of 1.65 t-value was
used as the critical value (at the 0.05 significance level). All hypotheses in this study
were directional ones, so a t-value of 1.65 (at the 0.05 significance level) was used as
the cutoff value in examining hypotheses. According to this cutoff value, of the 39

hypotheses in this study, 26 were supported (p <.05), and 14 were not.
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Interpretation of Structural Model Testing

According to the results from the structural model testing, about two-thirds of
the hypotheses in this study were supported. As mentioned in the previous chapter,
despite the apparent and increasing importance of the Chinese market, the topic of
how to build brand equity with various marketing strategies in China appears to be
under-researched, so this study, to some extent, is exploratory. Therefore, the fact that
some of the hypotheses developed based on findings from Western consumers are not
supported in this market is an expected and reasonable result.

The following section, then, interprets the results from the structural model
testing and discusses the hypotheses. The hypothesized relationships, standardized

coefficient, t-value, and results are shown in Table 19.
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Table 19: Results of Hypothesis Testing from Structural Model

Hypotheses From To S?:edf?_::il;ietd T-value Results
Relationships among Brand Equation Dimensions
H-Al Perceived Quality Brand Association 31=0.28 7.69%** Supported
H-A2 Perceived Quality Brand Loyalty 341 =0.18 4.40%** Supported
H-A3 Brand Awareness Perceived Quality $12=0.19 5.16%** Supported
H-A4 Brand Awareness Brand Association 332=0.30 9.12%** Supported
H-AS Brand Awareness Brand Loyalty 342 =0.13 3. 35k Supported
H-A6 Brand Association Brand Loyalty 343 =0.23 5.20%** Supported
Relationships from Marketing Activities to Brand Equation Dimensions
H-B1-1 Brand Price Perceived Quality vy 11=0.06 1.66 Supported
H-B2-1 Store Image Perceived Quality y12=0.24 6.40%** Supported
H-B2-2 Store Image Brand Awareness v22=0.07 1.69 Supported
H-B2-3 Store Image Brand Association v32=0.14 4.10%** Supported
H-B3-2 Distribution Intensity Brand Awareness v23=0.17 4.20%** Supported
H-B4-1 Celebrity Endorsement Perceived Quality y14=0.11 224 Supported
H-B4-2 Celebrity Endorsement Brand Awareness v24=0.11 2.02 Supported
H-B4-3 Celebrity Endorsement Brand Association v 34 =-0.04 -0.97 Unsupported
H-B5-1 Event Sponsorship Perceived Quality y15=0.20 3.61%%* Supported
H-B5-2 Event Sponsorship Brand Awareness vy25=-0.01 -0.17 Unsupported
H-B5-3 Event Sponsorship Brand Association vy 35=-0.01 -0.10 Unsupported
H-B5-4 Event Sponsorship Brand Loyalty v45=0.10 1.73 Supported
H-B6-1 Target Marketing Perceived Quality y16=10.08 2.33 Supported
H-B6-2 Target Marketing Brand Awareness v26=0.10 2.69 Supported
H-B6-3 Target Marketing Brand Association v36=0.19 5.86%** Supported
H-B7-1 TV Advertising Perceived Quality y17=-0.08 -0.68 Unsupported
H-B7-2 TV Advertising Brand Awareness vy27=0.03 0.22 Unsupported
H-B7-3 TV Advertising Brand Association vy37=0.09 0.81 Unsupported
H-B7-4 TV Advertising Brand Loyalty y47=-0.35 -2.87 Unsupported
H-B8-1 Print Advertising Perceived Quality vy 18=0.05 0.42 Unsupported
H-B8-2 Print Advertising Brand Awareness vy 28=-0.08 -0.66 Unsupported
H-B8-3 Print Advertising Brand Association vy 38=-0.06 -0.56 Unsupported
H-B8-4 Print Advertising Brand Loyalty y48=0.24 2.13 Supported
H-B9-1 Web Advertising Perceived Quality v 19=0.01 0.18 Unsupported
H-B9-2 Web Advertising Brand Awareness v29=0.09 2.07 Supported
H-B9-3 Web Advertising Brand Association v39=0.19 5.52%%%* Supported
H-B9-4 Web Advertising Brand Loyalty v 49=0.06 1.46 Unsupported
H-B10-1 Price Promotion Perceived Quality vy 1-10=-0.14 -4.01 Supported
H-B10-2 Price Promotion Brand Awareness v 2-10=0.09 1.84 Supported
H-B10-3 Price Promotion Brand Association v 3-10=-0.07 -1.67 Supported
H-B11-1 Non-price Promotion Brand Awareness y2-11=-0.02 -0.98 Unsupported
H-B11-2 Non-price Promotion Brand Association v 3-11=10.06 1.65 Supported
H-B11-3 Non-price Promotion Brand Loyalty v4-11=0.14 3,78k Supported

Note: *** means P values < .001.
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Relationships Among Brand Equity Dimensions

Hypotheses Al to A6 were formulated to determine whether significant
relationships existed among brand equity dimensions in the Chinese clothing market.
All hypotheses were supported. Thus, the results indicate that the proposed
relationships among brand equity dimensions, which were based mainly on the
findings from studies conducted in Western cultures, were supported in the Chinese
market (see Table 20).

In testing H-A1 and H-A2, it was evident that the perceived high quality of
products was likely to help build a favorable brand image (831 = 0.28, t-value = 7.69)
and strong brand loyalty (841 = 0.18, t-value = 4.40). That is, Chinese consumers’
perception of brands was based on the real value and quality provided by the products,
rather than on the brand name alone. Hence, H-A1 and H-A2 were supported.

H-A3, 4, and 5 argued that brand awareness is the foundation of building brand
equity, and that the other three brand equity dimensions (perceived quality, brand
association, and brand loyalty) are significantly influenced by it. In this study, the
three hypotheses were empirically supported in the Chinese market: brand awareness
was positively related to perceived quality (Bi2=0.21, t-value = 5.78), brand
association (B32 = 0.30, t-value = 9.16), and brand loyalty (842 = 0.13, t-value = 3.35).
In other words, Chinese consumers tend to associate imported clothing brand names
with a positive brand image, such as high quality and high fashion, and tend to show
strong loyalty to big name brands. Thus, H-A3, H-A4 and H-AS5 were supported.

H-A6 hypothesized that favorable brand association can lead to strong loyalty
toward the brand. The results reveal that brand association was positively related to

brand loyalty (43 = 0.23, t-value = 5.20). Thus, for imported clothing brands, Chinese
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consumers’ positive perception of brand image plays an important role in building

strong relationships with them. Therefore, H-A6 was supported.

Table 20: Relationships Among Brand Equity Dimensions

Hypotheses From To Sg‘:edf;l:ii;id t-value | Results
H-Al Perceived Quality | Brand Association 331 =0.28 7.69%** | Supported
H-A2 Perceived Quality Brand Loyalty 341 =0.18 4.40*** | Supported
H-A3 Brand Awareness Perceived Quality $12=10.19 5.16*%*%* | Supported
H-A4 Brand Awareness | Brand Association 332 =0.30 9.12*** | Supported
H-A5 Brand Awareness Brand Loyalty 342 =0.13 3.35*%** | Supported
H-A6 Brand Association Brand Loyalty 343 =0.23 5.20%*%* | Supported

Note: *** means P values < .001.

Figure 10 demonstrates the results of hypothesis testing about the relationships

among four brand equity dimensions.
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Figure 10: Results of Hypothesis Testing — Relationships among Brand Equity Dimensions

Relationships Between Marketing Activities and Brand Equity Dimensions

Test of Hypothesis Bl-1
H-B1-1 posited that brand price is a significant clue consumers use to evaluate
the brand quality. In this study, the path to perceived quality from brand price was

positive (y 11 = 0.07, t-value = 1.66) (see Table 21). This result indicates that Chinese
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consumers use brand price as an important clue in determining the quality of imported
clothing brands. For them, expensive products mean higher quality (Kwan, Yeung,
and Au, 2003). Thus, H-B1-1 was supported.

Table 21: Relationship of Brand Price and Brand Equity Dimensions

Hypotheses From To Sg‘:gfzﬁ;ﬁd t-value Results
H-B1-1 Brand Price Perceived Quality vy 11 =0.07 1.66 Supported

Test of Hypotheses B2-1 to B2-3

H-B2-1, B2-2, and B2-3 hypothesized that good store image is likely to increase
brands’ perceived quality and brand awareness and to improve brand association. The
proposed relationships were supported by the results: perceived quality (y 12 =0.25,
t-value = 6.72), brand awareness (y 22 = 0.07, t-value = 1.69), and brand association
(y 23 =0.14, t-value = 4.10) were influenced by store image (see Table 22).

These results suggest that even though good store image of retailers in China
may not necessarily influence customers’ stronger loyalty toward the brands they
carry, the retailers’ brand equity can enhance the brand awareness and brand image
based on the value the retailers provide to their customers (Srivastava & Shocker,

1991). Therefore, H-B2-1, H-B2-2, and H-B2-3 were supported.

Table 22: Relationship of Store Image and Brand Equity Dimensions

Hypotheses From To Sg‘:gfggzﬁd T-value Results
H-B2-1 Store Image | Perceived Quality y12=0.24 6.40%*** Supported
H-B2-2 Store Image | Brand Awareness v22=0.07 1.69 Supported
H-B2-3 Store Image | Brand Association v32=0.14 4.10%** Supported

Note: *** means P values < .001.

Test of Hypotheses B3-1 to B3-2

H-B3-2 argued that intensive distribution was likely to improve brand awareness.
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The results from this study supported this proposed relationship (y 23 = 0.17, t-value=
4.20) (see Table 23). That is, channel convenience provided by international marketers
in China could effectively increase their products’ popularity among the Chinese
consumers, since many people regarded shopping as a major leisure time activity.

Hence, both H-B3-1 and H-B3-2 were supported.

Table 23: Relationship of Distribution Intensity and Brand Equity Dimensions

Hypotheses From To S?:g;i?éiid t-value | Results
. . Brand _
H-B3-2 Distribution Intensity Awareness v23=0.17 | 4.20*** | Supported

Note: *** means P values < .001.

Test of Hypotheses B4-1 to B4-3

H-B4-1, H-B4-2, and H-B4-3 postulated that celebrity endorsement was likely
to increase a brand’s perceived quality and brand awareness, and to improve brand
association. Positive paths were found to perceived quality (y 14 = 0.10, t-value =
2.13) and brand awareness (y 24 = 0.11, t-value = 2.02) from celebrity endorsement
(see Table 24). That is, credible celebrity endorsers serve as a sign of high quality in
Chinese consumer’s minds, and can be used to generate more traffic to the brand.
Since respect for authority is an important part of Chinese cultural value, advertising
and promotion are more effective in China when fashion opinion leaders (celebrities)
are included in the commercials to recommend products/brands to the target
customers. Thus, both H-B4-1 and H-B4-2 were supported.

However, a positive relationship was not found between celebrity endorsement
and brand association (y 34 = 0.04, t-value = 0.97. See Table 24). That is,
endorsement in China is effective for attracting consumers’ attention to a brand, but

not effective for strengthening brand image. As previous research suggests,
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international marketers probably do not appropriately use celebrity endorsements in

China, so favorable meanings could not be transferred to the brands (Till, 1998).

Hence, H-B4-3 was not supported.

Table 24: Relationship of Celebrity Endorsement and Brand Equity Dimensions

Standardized

Hypotheses From To Coefficient t-value Results
Celebrity . . _
H-B4-1 Endorsement Perceived Quality vy 14=0.11 2.24 Supported
Celebrity _
H-B4-2 Endorsement Brand Awareness v24=0.11 2.02 Supported
Celebrity L B
H-B4-3 Endorsement Brand Association | y 34 =-0.04 -0.97 Unsupported

Test of Hypotheses B5-1 to B5-4

H-B5-1, 2, 3, and 4 hypothesized that event sponsorship was positively related

to perceived quality, brand awareness, brand association, and brand loyalty. The paths

to perceived quality (y 15 = 0.20, t-value = 3.56) and brand loyalty (y 45 = 0.10, t-

value = 1.73) were both positive (see Table 25). That is, event sponsorship was an

effective device for strengthening perceived quality and building linkage with young

consumers in China. Hence, both H-B5-1 and H-B5-4 were supported.

However, the paths to both brand awareness (y 25 = 0.01, t-value = 0.17) and

brand association (y 35 = 0.01, t-value = 0.10) from event sponsorship were found to

be weaker and insignificant (see Table 25). That is, event sponsorship in China is not

effective at promoting a sponsor’s brand and communicating brand personality to the

audience.

Even though commercial sponsorship is regarded as a highly cost-effective

medium for achieving awareness and image-related objectives at both the corporate

and brand levels, a particular sponsorship has its own personality and perception in
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the public mind (Meenaghan, 1990). Fan and Pfitzenmaier (2002) further suggest that
Chinese consumers have different perceptions of event-based promotions than do
Westerners. For young Chinese consumers, the sponsorship event offered by
international sponsors in China might not be a good match with the sponsor’s brand,
so the objective of enhancing brand awareness and reinforcing brand image could not

be achieved here. Thus, H-B5-2 and H-B5-3 were not supported.

Table 25: Relationship of Event Sponsorship and Brand Equity Dimensions

Standardized
Hypotheses From To Coefficient t-value Results

H-B5-1 Event Sponsorship | Perceived Quality vy 15=0.20 3.61*** | Supported

H-B5-2 Event Sponsorship | Brand Awareness v 25=-0.01 -0.17 | Unsupported

H-B5-3 Event Sponsorship | Brand Association v 35=-0.01 -0.10 | Unsupported

H-B5-4 Event Sponsorship Brand Loyalty y45=0.10 1.73 Supported

Note: *** means P values < .001.

Test of Hypotheses B6-1 to B6-3

H-B6-1, H-B6-2, and H-B6-3 argued that target marketing strategy was likely to
strengthen perceived quality, brand awareness, and brand association. The data in this
study strongly support these projected relationships. The paths to perceived quality (y
16 = 0.09, t-value = 2.54), brand awareness (y 26 = 0.12, t-value = 2.69), and brand
association (y 36 = 0.19, t-value = 5.86) from target marketing are positive (see Table
26). That is, marketing efforts concentrating on the needs of target consumers in
China are more effective in improving a brand’s perceived quality, awareness, and
association. These results support the statement that a specialized marketing strategy
for each niche market is critical in building brand equity in Chinese clothing market
(Crocker and Tay, 2004). Therefore, H-B6-1, H-B6-2, and H-B6-3 were supported.

Table 26: Relationship of Target Marketing and Brand Equity Dimensions
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Standardized

Hypotheses From To Coefficient t-value Results
H-B6-1 Target Marketing | Perceived Quality vy 16 =0.08 2.33 Supported
H-B6-2 Target Marketing | Brand Awareness v26=0.10 2.69 Supported
H-B6-3 Target Marketing | Brand Association y36=0.19 5.86*** | Supported

Note: *** means P values < .001.

Since fifteen variables were included in the structural model (eleven exogenous

variables are selected marketing activities and four endogenous variables are brand

equity dimensions), it is not workable to include all selected marketing activities in

one figure, summarizing the results of hypotheses. Therefore, as in the literature

review chapter, three figures are used to demonstrate the testing results of hypotheses.

Figure 11 demonstrates the results of hypothesis testing about the relationships

of six marketing activities (price, store image, distribution intensity, celebrity
endorsement, event sponsorship, and targeting marketing) and brand equity

dimensions.
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Test of Hypotheses B7-1 to B7-4

H-B7-1, 2, 3 and 4 postulate that TV advertising expenditures is positively
related to perceived quality, brand awareness, brand association, and brand loyalty.
However, results reveal that its relationship to perceived quality (y 17 = 0.05, t-value
= (0.40), brand awareness (y 27 = 0.03, t-value = 0.22), and brand association (y 47 =
0.09, t-value = 0.81) are not significant (see Table 27). That is, although television is
by far the most popular medium in China, it is losing its effectiveness in promoting
brand name and brand image in this market.

Multinational companies are starting to see a shift in TV viewing habits in China,
at least with younger audiences. Studies show that communication through traditional
mass media such as TV and the press are becoming less effective there, especially for
Chinese youth, because they are slightly older media and deliver to an unsegmented
audience. Savage (2004) also indicates that Chinese people’s patience with TV
advertising is running thin. According to a recent survey of city residents in China,
about 78 percent of people think today’s ads are boring. Therefore, it is commonly
seen that TV viewers in China normally either change the channel or find something
else to do when a commercial break comes on. Hence, H-B7-1, H-7-2, H-7-3 were not
supported.

Contrary to the proposed hypothesis, the data reveal a surprising reverse
relationship between TV advertising expenditures and brand loyalty (y 47 = -0.35, t-
value = -2.87) in the Chinese market. That is, the more TV advertising expenditures
invested in the brand, the less loyal Chinese consumers would feel toward the brand
(y 47 =-0.35, t-value = -2.87) (see Table 27).

Liu’s study (2002) on advertising in China suggests that new generations believe
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advertising tends to confuse their choices and make them a nation of conformists. A
majority of respondents in that study also agreed that much of advertising in China
was exaggeration and did not present a true picture of the products. Therefore, too
many TV ads might reduce interest and trust in the brand or product, especially
among younger consumers. Instead, they tend to choose not to buy it at all or not

purchase it again. Thus, H-B7-4 was not supported and refuted.

Table 27: Relationship of TV Advertising Expenditures and Brand Equity Dimensions

Standardized
Hypotheses From To Coefficient t-value Results

H-B7-1 TV Advertising | Perceived Quality | v 17 =-0.08 -0.68 | Unsupported
H-B7-2 TV Advertising | Brand Awareness v 27=0.03 0.22 Unsupported

H-B7-3 TV Advertising | Brand Association | v 37 =0.09 0.81 Unsupported
H-B7-4 TV Advertising Brand Loyalty y47=-0.35 -2.87 | Unsupported

Test of Hypotheses BS8-1 to B§-4

H-B8-1, 2, 3, and 4 posited that print advertising is likely to improve perceived
quality, brand awareness, brand association, and brand loyalty. Its hypothesized
relationship to brand loyalty was supported by the data of this study (y 48 = 0.24, t-
value = 2.13). That is, print advertising could contribute to band loyalty by delivering
to a highly qualified target market in China. Therefore, H-8-4 was supported.

However, the paths from print advertising expenditures to perceived quality (y
18 =0.02, t-value = 0.20), brand awareness (y 28 = 0.08, t-value = 0.67), and brand
association (y 38 = 0.06, t-value = 0.56) were not positive (see Table 28). That is, print
advertising could not create awareness and influence Chinese consumers' expectations
of product quality and brand image.

As mentioned in the TV advertising section, TV and press have become less

effective in China, especially for Chinese youth, because of the slightly older media
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and delivery to an unsegmented audience. Although print media are still the second
most popular ad vehicles in China, accounting for 31.3 percent of all advertising
expenditures (Liu, 2002), and consumers who prefer to buy imported brand clothing
in China do read more fashion magazines (Wang et al., 2004), research shows that
many magazine viewers in China believe brand advertising in magazines lacks variety
and creation, so brand information carried in print ads cannot really seep into the

consumer’s mind. Thus, H-B8-1, 2, and 3 were not supported.

Table 28: Relationship of Print Advertising Expenditures and Brand Equity Dimensions

Hypotheses From To Sg‘:g.;‘;?;id t-value Results

Print . . _

H-BS8-1 Advertising Perceived Quality v 18 =0.05 0.42 Unsupported
Print _

H-B8-2 Advertising Brand Awareness v 28 =-0.08 -0.66 | Unsupported
Print iy _

H-B8-3 Advertising Brand Association | y 38 =-0.06 -0.56 | Unsupported
Print .

H-B8-4 Advertising Brand Loyalty vy 48 =0.24 2.13 Supported

Test of Hypotheses B9-1 to B9-4
H-B9-1, 2, 3, and 4 hypothesized that Web advertising expenditures could

positively influence perceived quality, brand awareness, brand association, and brand
loyalty (see Table 29). The proposed relationships to brand awareness (y 29 = 0.09, t-
value = 2.07) and brand association (y 39 = 0.19, t-value = 5.52) are supported by the
data of this study. That is, Web advertising expenditures have become an effective
communication tool for enhancing users’ brand recall and brand perception in the
Chinese clothing market. Since younger Chinese audiences are increasingly spending
less time watching TV and more time surfing the Web, playing online games, and

using cell phones (Fong, 2006), the Internet has become a new spot for international
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marketers to reach them. Thus, H-9-2 and H-9-3 were supported.

However, the positive relationship of Web advertising expenditures to perceived
quality (y 19 = 0.02, t-value = 0.60) and brand loyalty (y 49 = 0.06, t-value = 1.46)
were not supported. That is, Web advertising cannot significantly change Chinese
users’ attitude toward brand price and increase their purchase consideration. Because
of its potential, Web advertising is growing fast. However, in comparison with
international markets, creative ads developed for China sites pale because of a lack of
many of the elements that make for a good consumer experience (Ying, 2006). Lin
(2006) also suggests that advertisers in China should stop treating online media as a
cheaper ad space to deliver promotional message. These are some of reasons why
Web advertising in China currently still cannot effectively improve the perception of
brand quality and build strong brand link with the users. Thus, H-9-1 and H-9-4 were

not supported.

Table 29: Relationship of Web Advertising Expenditures and Brand Equity Dimensions

Hypotheses From To S?:edf;l:ii;id t-value Results

Web . . _

H-B9-1 Advertising Perceived Quality v 19=0.01 0.18 Unsupported
Web _

H-B9-2 Advertising Brand Awareness v 29 =0.09 2.07 Supported
Web L _ 5.52%*

H-B9-3 Advertising Brand Association v39=0.19 " Supported
Web _

H-B9-4 Advertising Brand Loyalty v 49 =0.06 1.46 Unsupported

Note: *** means P values < .001.

Figure 12 demonstrates the results of hypothesis testing about the relationships

of advertising expenditures (TV, print and Web) and brand equity dimensions.
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Figure 12: Results of Hypotheses Testing — Relationship of Advertising Expenditure and
Brand Equity Dimensions
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Test of Hypotheses B10-1 to B10-3

H-B10-1 and H-B10-3 posited that price promotion negatively affects perceived
quality and brand association, whereas H-B10-2 hypothesized that price promotion is
likely to increase brand awareness (see Table 30). The paths from price promotion to
perceived quality (y 1-11 =-0.12, t-value = -3.25) and brand association (y 3-11 =-0.07,
t-value = -1.67) were negative. That is, frequent price promotion activities could cheapen
both brand quality and brand image in Chinese consumers’ minds, because the consumers
believe that “cheap products are never good” and there must be a reason behind a nice
deal. Thus, both H-B10-1 and H-B10-3 were supported.

The data also support the positive effect price promotion has on brand awareness (y
2-11 =0.09, t-value = 1.84). That is, price-based promotion is likely to encourage the
trial/adoption of a brand or product in China. Chinese consumers are responsive to
promotion stimuli and especially enjoy the beginning-of-season and end-of-season sales
promotions, so price-based promotions can be employed as an opportunity to introduce
the brand or product to them. Therefore, H-B10-2 was supported.

Table 30: Relationship of Price Promotion and Brand Equity Dimensions

Standardized

Hypotheses From To Coefficient t-value Results
H-B10-1 Price Promotion | Perceived Quality | vy 1-10=-0.14 -4.01 Supported
H-B10-2 Price Promotion | Brand Awareness vy 2-10=0.09 1.84 Supported
H-B10-3 Price Promotion | Brand Association | vy 3-10=-0.07 -1.67 Supported

Test of Hypotheses Bl1-1 to B11-3
H-B11-1, 2, and 3 argued that non-price promotion is likely to strengthen brand

awareness, brand association, and brand loyalty (see Table 31). A path from non-price
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promotion to brand awareness was not positive (y 2-10 = 0.02, t-value = 0.98), indicating

it is not effective in generating interest in a brand in the Chinese clothing market. Hence,

H-B11-1 was not supported.

Results reveal that non-price promotion can significantly enhance brand association

(y 3-10 = 0.06, t-value = 1.65) and brand loyalty (y 4-10 = 0.14, t-value = 3.78). That is,

non-price promotion used by international marketers in China could add a favorable

brand association to brands and encourage consumers’ brand loyalty. Therefore, H-B11-2

and H-B11-3 were supported.

Table 31: Relationship of Non-price Promotion and Brand Equity Dimensions

Standardized
Hypotheses From To Coefficient t-value Results

H-B11-1 Non-price Brand Awareness | y2-11=-0.02 | -098 | Unsupported
Promotion

H-B11-2 Non-price Brand Association v3-11=0.06 1.65 Supported
Promotion
Non-price _ *kk

H-B11-3 Promotion Brand Loyalty vy4-11=0.14 | 3.78 Supported

Note: *** means P values < .001.

Figure 13 demonstrates the results of hypothesis testing on the relationships of

promotion (price and non-price) to brand equity dimensions.
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Figure 13: Results of Hypothesis Testing — Relationship of Promotion and Brand Equity Dimensions

In sum, this chapter has presented the analyses of measurement reliability and
validity, an analysis of the measurement and structural models, the results of hypothesis
testing, and a discussion on the research hypotheses outcomes. Overall, it has been shown
that the data in this study achieved acceptable levels of measurement reliability and
validity, while the measurement model showed a good fit. In addition, the structural
model demonstrated that 26 out of 39 proposed hypotheses in this study were supported
with a good fit level. The following chapter provided a conclusion and directions for

future research.
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CHAPTER 5

CONCLUSION AND DIRECTION OF FUTURE RESEARCH

To explore the relationships between selected marketing efforts and the creation of
brand equity in the Chinese clothing market, the study reported here investigated the
relational linkages between eleven marketing activities and four brand equity dimensions
using a structural model. Important implications for the brand equity creation process in
the Chinese market were found.

Marketing strategy is considered the most important source of establishing brand
equity. A large number of studies have explored how various marketing mix elements
affect brand equity. However, most of those studies were conducted in the United States
or other Western countries. Because cultural differences might mediate the effect of
marketing efforts on brand equity creation, those findings may not be generalizable to
markets without empirical testing.

To multinational companies, China is undoubtedly a large and important market of
1.3 billion consumers. Joining the WTO has made China ever more interconnected to the
global economic system, and more open to imported brands or products. Despite the
apparent and increasing importance of the Chinese market, however, the topic of how to
build brand equity with various marketing strategies in China appears to be under-
researched.

With such little systematic research having been conducted to explore how to build
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brand equity in China, no study had focused specifically on the apparel market. So this
research used the Brand Equity Creation Model to examine the effects of marketing
efforts on creating brand equity in China, using foreign branded clothing products in
particular. The objectives were to find answers for such important questions as how to
build brand equity by appropriate marketing strategy in China, and whether the marketing
activities designed to build brand equity need to be modified to accommodate different
attitudes or behaviors in the Chinese market.

The Brand Equity Creation Process Model built by Yoo et al. (2000) was modified
and expanded in this study. Previous studies suggest that marketing activities have
significant effects on the dimensions of brand equity, and dimensions of brand equity
created and strengthened overall brand equity. Because brand equity is rooted in the four
dimensions of perceived quality, brand awareness, brand association, and brand loyalty,
brand management should capitalize on the current strengths of those dimensions. A
brand-leveraging strategy that ignores the roots of brand equity may jeopardize the brand
and its extensions (Aaker, 1997). Therefore, the relationships between those selected
marketing efforts and the four brand equity dimensions were the primary focus of this
study.

The Brand Equity Structural Model in this study consisted of 15 latent variables to
test 39 hypotheses: eleven marketing activities and the four brand equity dimensions of
perceived quality, brand awareness, brand association, and brand loyalty. Specific items
were developed for each variable. The questionnaire was created in English, translated

into Chinese, and then back-translated into English by a bilingual English-Chinese
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speaker. All items were measured on 5-point Likert-type scales (1 = strongly disagree, 5
= strongly agree). Sixteen imported clothing-related brands from three categories were
chosen as product stimuli: women’s wear, men’s wear, and sports shoes. All these
selected brands are comparatively popular in China and represent different combinations
of market factors such as price, market share, marketing strategies, brand/corporation
reputation, and country of origin.

Because young generations in China are potential consumers for a wide range of
imported clothing brands, the target population for the study was young consumers
between the ages of 18 to 39. A non-experimental survey method, shopping center
intercept surveys, was employed to collect data. Four shopping centers were selected in
Beijing and Shanghai, two in each city. Respondents were selected from customers who
agreed to participate in the survey while shopping in these selected centers. Local
graduate students were hired to administer the survey. In total, more than 660 respondents
responded to the questionnaire. Of the 660, 623 surveys were considered valid and were
used in this study.

Structural Equation Modeling (SEM) was used to guide research design and the
systematic analysis procedure. Prior to testing the hypotheses, the reliability and validity
of constructs were assessed. The structural model produced by AMOS 5.0 Graphics was
employed to obtain the path estimates and test the hypotheses. This final chapter
summarizes the study by providing comparisons with previous studies, analyzing the

findings, and discussing the implications, limitations, and directions for future research.
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Comparisons with Previous Research

This is the first study known to provide a complete view of the relationships
between specific marketing activities and the creation of brand equity in the Chinese
market. Its hypotheses were developed based on the findings of previous studies, which
were conducted mainly in Western countries. The Brand Equity Creation Process Model
employed was borrowed from Yoo, Donthu, and Lee (2000), which was the first study to
explore how selected marketing actions increase or decrease brand equity. With their
Brand Equity Creation Model, Yoo, Donthu, and Lee first conducted their study with an
American sample in 2000. Yoo and Donthu then repeated the research with a Korean
sample in 2002. For a better understanding of the similarities and differences in attitudes
and opinions toward marketing activities between Chinese, American, and Korean
consumers, we compare the results of this study with the results of both Yoo et al. and
Yoo and Donthu in the following section.

In general, this study obtained findings about the relationships between marketing
activities and brand equity dimensions that were consistent with the studies of Yoo et al
(2000). and Yoo and Donthu (2002). With improved living standards and a globalized
market, younger Chinese consumers have become more and more homogeneous with
consumers from more developed countries. However, we did find a few differences:

e A negative relationship between distribution intensity and perceived quality was

found in this study, while a positive relationship was supported in Yoo et al.’s study

with an American sample and Yoo and Donthu’s study with a Korean sample.

¢ In the Chinese market, advertising is not as effective as in the US market for
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changing brand equity dimensions.

The reason for the first difference might be that certain types of distribution fit
certain types of products. A study by Yoo, Donthu, and Lee (2000) showed that selective
distribution was more acceptable for high-luxury goods than intensive distribution. To
enhance the image and retailer support for luxury products, firms should distribute them
exclusively or selectively rather than intensively. Chinese consumers generally regard
imported clothing brands as luxuries. Therefore, intensive distribution of those products
in this market is more likely to decrease their perceived quality level.

A positive relationship between distribution intensity and perceived quality was
also supported in the Korean market (Yoo and Donthu, 2002). Generally, Asian
individuals are relatively collectivistic in their social values compared to people in
Western countries (Hofstede, 1984). However, among Asian countries, substantial cross-
national differences exist in socioeconomic conditions, social values, and consumer
behavior. Specifically, Korean socioeconomic conditions are far more advanced than in
China, with Korea possessing a higher per capita GNP. As a result of improved income
and standard of living, as well as earlier liberalization policies for traveling abroad and
opening domestic markets for foreign imports into Korea, a growing number of Koreans
have had the opportunity to travel abroad and experience foreign consumption. Given this,
along with the Korean consumer’s higher disposable income, Korean apparel marketers
are increasingly importing or licensing foreign luxury brands into the country much more
extensively than China (Forsythe and Kim, 1999). Thus, luxury levels of foreign

imported products are lower for Korea consumers than for Chinese, meaning that
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intensive distribution of foreign branded apparel does not negatively affect Korean
consumers’ perception of quality.

Three specific advertising media (TV, print, and Web) were examined in this study,
whereas all advertising spending was used in the studies of both Yoo et al. and Yoo and
Donthu. Because attitudes toward specific advertising are potentially influenced by
attitudes toward advertising in general (Gong and Maddox, 2003), the results from the
three studies can still be compared. They imply that different effects of advertising on
brand equity exist among the three markets, with advertising having little effect in both
the Chinese and Korean markets but a strong effect in the US market, and with Chinese
consumers sharing similar attitudes toward advertising as Korean consumers.

Yoo and Donthu provided cultural explanations about the different impacts of
advertising on brand equity between the US and Korean samples. Because Korea and
China have homogenous cultures, their explanations can also be used to interpret the
differences between the Chinese and US samples.

No one culture is purely individualistic or collectivistic, so individuals living in
both types of cultures tend to possess values of both (Niles, 1998). The findings of this
study suggest that, compared to their parents, younger Chinese attach more importance to
their individual rights and needs. This is the individual-level culture. For the country-
level culture, China is still a collectivist society as a whole.

Yoo and Donthu believe that people in an individualistic society, such as the United
States, independently evaluate advertising messages, independently make product

purchase decisions, and independently implement the decisions, not relying too much on
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in-group members' opinions. In contrast, people in collectivist societies such as Korea
and China interdependently interpret advertising messages and make implicit or explicit
joint product purchase decisions, conforming to in-group members' dominant opinions
and behaviors and thereby diluting the impact of advertising. Therefore, advertising is a
strong determinant of customer behavior in an individualistic society but a weak one in a
collectivistic society, like China.

Additional Findings

Direct Relationship of Marketing Activity to Overall Brand Equity

Previous studies (Leuthesser, 1988; Farquhar, 1989; and Nomen, 1996) have
suggested that brand equity is a strategic aspect of marketing management and can be
created, maintained, and intensified by strengthening one of its dimensions. Likewise,
any marketing action has a potential direct effect on overall brand equity, since brand
equity represents the accumulated impact of investment in the brand.

Yoo et al. (2000) further suggest that the relationship of each marketing activity to
brand equity is mediated by brand equity dimensions. Because every dimension
contributes positively to brand equity, a marketing element that has a positive effect is
expected to lead to an increase in brand equity.

Therefore, in addition to the hypothesized relationships between the eleven
selected marketing activities and four brand equity dimensions, it is worth investigating
the direct relationships of those selected marketing activities to overall brand equity. The
effect of a marketing activity on brand equity was computed on the basis of the following

model (see Figure 14).
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Figure 14: Effect of Marketing Activities on Overall Brand Equity

The estimation of the structural model was conducted with AMOS 5.0 Graphics.
The model specified the perceived marketing efforts as independent variables, which
related to the dependent variable — overall brand equity that consists of four dimensions:
perceived quality, brand loyalty, brand awareness, and brand association. Goodness-of-fit
statistics indicated that the structural model reached acceptable values: Chi-square to DF
Ratio (X2/df) = 5.20; GFI = 0.96; AGFI = 0.88; NFI = 0.95; CFI1 =0.96; RMR = 0.06;
RMSEA = 0.08.

The relationships of marketing mix elements to brand equity were examined by the
results from the estimates of the structural model (see Figure 14). The data indicated that
store image (0.33, t-value = 6.36), event sponsorship (0.12, t-value = 1.96), Web
advertising expenditures (0.24, t-value = 4.89) and non-price promotion (0.27, t-value =
5.83) had positive relationships with overall brand equity. This means that, by affecting
each brand equity dimension, those marketing strategies have a strong combined effect

on the creation of brand equity in the Chinese clothing market. Other marketing mix
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variables are not significantly related to overall brand equity.

Relationship of Distribution Intensity to
Perceived Quality, Brand Association, and Brand Loyalty

As in the literature review, this study found that the directional relationships of
distribution intensity to perceived quality, brand association, and brand loyalty were
debatable, so they were not included in the structural model. However, based on the
collected data of the study, their relationships in the Chinese market were still explored
with regression analysis. The results could provide international marketers with useful
information to support their distribution strategy decisions in the Chinese market.

From our linear regression analysis, we found that distribution intensity was
positively related to brand association (0.09, t-value = 2.31) and brand loyalty (0.08, t-
value = 2.08). However, a negative relation was found between distribution intensity and
perceived brand quality (-0.08, t-value = 2.07). That is, intensive distribution of a brand
may result in lower the perception of quality in Chinese consumers’ minds but still lead
to a stronger brand image, which contributes to enhanced brand loyalty in the Chinese
market.

Summary of Findings

From a research model consisting of fifteen variables with 39 hypothesized
relationships, results show that 26 of the proposed hypotheses were supported by the data,
which empirically confirms the causal relationships of the selected marketing efforts to
the brand equity dimensions and the causal relationships among brand equity dimensions

in the Chinese market. A summary of those findings of this study is presented below.
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10.

Each marketing strategy has a very different effect on the creation of brand
equity in the Chinese market.

Young Chinese consumers possess values of both individualism and collectivism,
which together affect their attitudes toward marketing strategies and their related
brand consumption behaviors.

Store image, event sponsorship, Web advertising expenditures, and non-price
promotion have a strong combined effect on brand equity in China.

Among three advertising media, Web advertising demonstrates the strongest
effect on the creation of brand equity in the Chinese market.

The word is true in the Chinese market: non-price promotions are usually framed
as "gains," whereas price promotions are often perceived as "reduced losses."

In the Chinese market, advertising is not as effective for improving brand equity
as in the US market.

Brand awareness is the foundation of brand equity creation, which strengthens
the other three brand equity dimensions in the Chinese market (Hypotheses A3,
A4, and A5S).

High-level perceptions of quality can strengthen brand image and brand loyalty
in the Chinese market (Hypotheses A1 and A2).

Favorable brand association leads to stronger brand loyalty from Chinese
consumers (Hypothesis A6).

For foreign branded apparel products, Chinese consumers believe that higher

price means higher quality (Hypothesis B1-1).
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11.

12.

13.

14.

15.

16.

17.

18.

A retailer’s good store image in China is a plus to the perceived quality, brand
awareness, and brand image of the products it carries (Hypotheses B2-1, B2-1,
and B2-3).

The intensity of distribution channels might increase the awareness of, image of,
and loyalty toward foreign apparel brands, but it might also decrease perceived
quality in Chinese consumers’ minds (Hypotheses B3-2).

A celebrity endorser is a sign of high quality and an effective way to generate
more traffic, but is not effective at strengthening brand image in China
(Hypotheses B4-1, B4-2, and B4-3).

Frequent event sponsorships lead to a more positive perception of brand quality
and a stronger loyalty to the sponsor’s brand, but not effective enough to build
brand popularity among Chinese audiences (Hypotheses B5-1, B5-2, B5-3 and
B5-4).

Target consumer-focused marketing in the Chinese market is likely to enhance
brand quality perception, brand awareness, and brand association (Hypotheses
B6-1, B6-2, and B6-3).

Communications with Chinese youth about a brand through traditional mass
media such as TV and press have become less effective (Hypotheses B7-1, B7-2,
B7-3, B7-4, B8-1, B8-2, B8-3, and B8-4).

Too much advertising may not always be good for a brand, since it may reduce
the loyalty Chinese younger consumers have toward it (Hypothesis B8-4).

The Internet has become the most desirable advertising channel for raising brand
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popularity among Chinese youths (Hypotheses B9-1, B9-2, B9-3, and B9-4).
19. Frequent price promotions might serve as short-term incentives to encourage
trial or use of a product or brand in the Chinese market, but the negative effects
would be decreased quality level and brand image (Hypotheses B10-1, B10-2,
and B10-3).
20. Non-price promotions have the potential for adding excitement/value to brands
and strengthening the bond between Chinese consumers and their brand choice

(Hypotheses B11-1, B11-2, and B11-3).

Discussion and Implications

Since China’s entry into the WTO, market access restrictions and regulations in
foreign investment in the apparel-retailing sector have gradually been removed, with the
expectation that opportunities in the apparel retailing market would grow while
competition would intensify. Meanwhile, as Chinese incomes increase, foreign branded
clothing products are becoming affordable and attractive to more consumers.

This study makes a first contribution toward a comprehensive understanding of the
market and the relationship between marketing activities and brand equity in order to
devise suitable strategies to compete in the market. First, a look at China may shed light
on the creation of brand equity in the greater China area (Mainland China, Taiwan, and
Hong Kong SAR) and other developing countries that share similar cultures. Moreover, it
may help international marketers who want to build a strong brand image in China, as

well as aid in the global exploration and understanding of the relationship between
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marketing mix and brand equity.

This research allows us to conclude that different marketing activities have different
effects on the creation of brand equity in the Chinese clothing market. Results also reveal
that some efforts can generally benefit brand image, whereas others may hurt it. A
knowledge of Chinese consumers’ perception of certain marketing strategies and
behavioral reactions is valuable to marketers’ understanding of this significant market.
The implications seem to be both managerial and theoretical, and are discussed in this
section. The study also offers insights into distinct demographic characteristics among
potential target buyers of foreign branded clothing in China.

Generally, the results demonstrate that different marketing strategies have different
levels of impact and work in different ways on creating brand equity. A single marketing
effort or a few efforts alone may not be able to build strong equity in China. Therefore,
using a package of marketing efforts for foreign clothing brands is probably more
effective in gaining a foothold in the Chinese market, especially when most of the foreign
brands are still in the introduction stage.

Cultural values serve as important factors in determining Chinese consumers’
attitudes toward marketing strategies and their related brand consumption behaviors.
Understanding those values and their profound effects is necessary for international
marketers who want to win the brand game in the Chinese clothing market. The
characteristics of the sample in this study suggest that with China's economic market
reforms, its consumers, especially young people, are becoming more self-expressive,

optimistic, and forward-looking. For foreign apparel brands, the core target in the
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Chinese market is young people, so it is important for firms to position those brands as
trendsetters. The aim is not just to make a key brand; it should be making a brand with

aspiration brand values.

Managerial Implications

Price

Brand price and perceived quality were found to be positively related in the Chinese
market. However, research also suggests that although Chinese consumers prefer
imported, high-quality products, they do not blindly buy them. Rather, they look for
quality at a good price (The CBR, 1996). So it is widely believed that the major challenge
for foreign products in the Chinese market stems from improved local product quality
(Cui, 1997). With moderate or even matching quality and far lower prices, local brands
are becoming strong competitors for imported products in China.

Further, despite all the efforts they make on advertising and promotions,
international marketers find that brand loyalty is still low in China because consumers are
cost-conscious and easily swayed by price changes (Fong, 2006). Therefore, the growing
competition in Chinese apparel market along with more pragmatic Chinese consumers
poses a challenge to high-priced foreign apparel brands. How well an international
marketer keeps a profitable balance between lowering prices and strengthening brand

image makes the difference between failure and success in China.

Distribution Intensity

Intensive distribution significantly increases brand awareness, image, and loyalty,
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but has a negative impact on the perception of quality in the Chinese market. Young
Chinese consumers use brand popularity as a quality clue in buying foreign clothing
brands. The relationship between distribution intensity and perceived quality has been a
disputable issue. As we discussed in the second chapter, some researchers believe a
positive relationship exists between market share (popularity) and product quality,
because buyers use market share as a signal for brand quality and a brand’s widespread
acceptance as an indicator for superior quality. In contrast, some researchers insist that
the higher the quality manufacturers give their brands, the more likely they are to use
selective distribution of their products, because they believe the retailer’s image or
reputation can influence the image of brands within the store (Frazier and Lassar, 1996;
Lusch and Dunne, 1990). The latter argument has been supported by this study.

However, these data show that a wide variety of possible distribution channels of
foreign branded apparel products could improve brand or product awareness among
young Chinese consumers, further strengthening the brand image. The results of this
study have also found that Chinese consumers are more brand loyal when brands tend to
be more widely distributed. This is consistent with the findings of Farley (1964) and Raj
(1985). Thus, a brand with broader distribution in China is likely to have higher repeat
rates.

Therefore, for foreign branded apparel, desirable distribution patterns in the
Chinese market are not straightforward. International marketers need to find the
appropriate distribution level and adopt different channels for penetrating the market.

Even though improving channel convenience may provide Chinese consumers with
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convenience, proximity, and easy access to the brand and thus lead to greater habitual
behavior among them (Tam and Tai, 1998, and Lin and Chang, 2003), imported clothing
brand firms need to careful when they decide the intensity of distribution.

For international marketers or managers, expanding the distribution of the brand in
the Chinese market may mean a sales gain in both the short and long terms, but it may
also hurt the quality image of the brand in the long run.

Store Image

A retailer’s image has a tremendous effect on Chinese consumers’ brand perception.
Therefore, multinational apparel companies should distribute products in China through
vendors that have a good image and reputation. Retail reputation is an important sign of
product quality in Chinese consumers’ minds. Moreover, word of mouth and the store’s
promotional activity enhance brand associations (Yoo at al., 2000). Thus, international
marketers should select retailers with a good image in order to build strong brand equity

in China.

Celebrity Endorsements

Rather than being able to build equity and differentiation on its own, a multinational
apparel company normally looks to social icons and borrows equity for its brand in the
Chinese market. Celebrities appeal to younger Chinese consumers, who often take
celebrity sponsorship as an important signal of high quality. However, the glory of
celebrity is not always successfully transferred into brand personality. Because favorable
meanings can be transferred to brands only when the celebrity endorsements are used

appropriately (Till, 1998), multinational companies should focus on how to make the
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meanings carried by the celebrity endorsers infuse the brand in the Chinese market. They
should ensure that the features of celebrity endorsers are compatible with the brand’s
image, and that the celebrities are not just the spokespersons of the brand—they should
be the “brand evangelists” through what they wear and say in public campaigns with

conviction and passion.

Event Sponsorship

Overall, event sponsorship is an effective way to develop, shape, and manage brand
image in the Chinese market. It can be used to achieve both a superior quality image and
strong brand loyalty. A wise international marketer will invest more in sponsorship
related events (sports, music, etc.) in China in order to build strong brand equity.

Each commercial sponsorship event has its own personality and perceptions in the
public mind. To improve effectiveness in enhancing brand awareness and reinforcing
brand image, international marketers should consider where their commercial
sponsorship programs could really reach and reflect the lifestyle of the defined target

audience(s) in China.

Target Marketing

The Chinese market is too big and too complex for an unfocused, “boil the ocean”
approach, so it is neither possible nor feasible to implement a nationwide marketing
strategy (Shen et al., 2002). Moreover, the sophistication of the Chinese should not be
underestimated. Kwan, Yeung, and Au (2003) suggest that as the Chinese market grows,
consumers are becoming more sophisticated and personalized, tending to choose clothing

products that reflect their personalities. Therefore, understanding the target consumers
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and tailoring marketing plan according to their preferences is the key to building brand
equity in this market.

The results of this study demonstrate that customized marketing strategies for the
target market are very effective in building brand equity in China’s apparel market. Given
the huge market potential but highly diverse consumer demand for imported clothing, it is
imperative for multinational marketers to differentiate market segments, identify the area
with the most potential, then localize their choice of distribution channel, advertising
spending, and promotion activities. They should also ensure that their marketing teams
take care of local marketing strategies with agility and strong local insight.

Advertising Spending

Study results reveal that in the Chinese market, advertising is not as effective at
improving brand equity as in Western markets (such as the United States). Yoo and
Donthu (2002) found similar results in the Korean market. People in a collectivist society
like China tend to depend on in-group members' dominant opinions and behaviors to
interpret advertising messages and make product purchase decisions, weakening the
impact of advertising. Therefore, advertising can have a strong effect on customer
behavior in an individualistic society, but a weak one in a collectivistic society.

Traditional advertising media such as TV, print, and outdoor advertising particularly
become less effective in reaching Chinese youth, so multinational companies need to try
to revive these media if they still want to stick with them in the Chinese market.
Meanwhile, multinational advertisers need to tap into the trend, adjusting marketing

strategy to target those consumers with a variety of online and cellphone ads and
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promotions.

Because China is generally considered to be a country with a collectivistic culture,
many advertisers in China place more emphasis on collectivist benefits, believing it is
more appealing to Chinese consumers. However, the results of this study indicate that the
current young generation in China actually values individualism values more than
collectivism values. Therefore, international marketers should adjust the content
emphasis in advertising according to the target consumers’ cultural preferences. Studies
also suggest that Chinese consumers like emotional more than informative advertising,
because they find that emotional ads are appealing, amusing, and creative, while
informative ads are boring and unattractive (Chan, 1996). Hence, successful advertising
in China should balance sentiment and function-related information (Cui, 1997a). In
addition, multinational firms should consider advertising a product in the Chinese market
only when they are sure they can deliver the product to the consumers, such as on
neighborhood store shelves (Cui, 1997b).

The findings of this study further demonstrate that too much brand advertising may
lead to weaker brand loyalty in China. Therefore, multinational advertisers really need to
pay more and closer attention to the content, frequency, place, and timing of advertising
in order to enhance its effect on brand equity.

Generally speaking, advertising is not as effective at improving brand equity in the
Chinese market as in Western markets, but international marketers should not ignore the
huge potential of online advertising in China. The results of this study show that the

Internet has become the most desirable advertising channel in increasing brand popularity
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among Chinese youths, and Web advertising is an effective way to make consumers
familiar with the brand.

Younger Chinese consumers are now spending less time watching TV or reading
newspapers and more time surfing the Web, playing online games, and using their cell
phones. However, studies suggest that although creative ads are the major attraction for
enticing Chinese to an advertiser’s website, advertising is not always trusted by urban
Chinese. Therefore, international marketers should not only acknowledge the importance
of the Internet as the new medium, they should also pay attention to the quality of the
company’s website to live up to consumers’ expectations and trust in the brand once they

log on.

Price-Promotion

Because Chinese consumers are normally cost-conscious and easily swayed by
price changes, price promotions, such as price deals, coupons, refunds, and rebates, might
increase market share and generate traffic to a brand or a product. However, frequent use
of such promotions increases consumers’ price sensitivity and causes them to infer low
product quality, as they think primarily about deals and not about the utility provided by
the brand. This study also found that frequent price promotions may damage the strength
of brand associations in Chinese consumers’ minds. Thus, price-based promotions erode
brand equity and must be used with great caution by international marketers. Relying on
sales promotions, which can be inconsistent with high quality and image, can reduce
brand equity in the long run, despite short-term financial success (Yoo et al., 2000).

Uniform pricing without price promotions may be more desirable for foreign branded
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clothing products because it leads to consistency between the expected and the actual
prices and implies high product quality.
Non-price Promotions

Compared to price-based promotion, non-price promotion is more desirable for
achieving long-term results in building brand equity in China. It may not be able to
generate short-term financial success like sales promotions, but it is effective in
strengthening brand association and increasing brand loyalty, leading to strong brand
equity.

Non-price promotions, such as extra products, premiums, and contests, are regarded
as unconventional ways of doing marketing, centering on consumers and making brands
as active and engaging as possible. International markers can use diversified non-price
promotion programs to increase the dynamic interactions between Chinese customers and

the brands, thus building strong brand equity.

Theoretical Implications

Regarding theoretical implications, the eleven commonly used marketing efforts
examined in the Brand Equity Creation Model were price, store image, distribution
intensity, celebrity endorsement, event sponsorship, TV, print, and Web advertising
expenditures, frequency of price promotions, and frequency of non-price promotions.
This expanded study enhances the explanatory power of the brand equity phenomenon at
least in the Chinese market. In addition, all the hypotheses of this study were developed

according to the findings from previous studies. The majority of relationships between
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marketing activities and dimensions of brand equity were supported in the Chinese
market in this study, thus enhancing the generalizability of related findings from previous
studies (including Yoo et al. 2000). Those findings can be further applied to markets that
have similar socioeconomic and cultural values to China.

Previous studies have suggested that significant intercorrelations exist among the
dimensions of brand equity. This study also empirically supported the existence of
significant causal relationships among four brand equity dimensions: perceived high
product quality as positively related to brand association and brand loyalty; brand
awareness as positively related to other three brand equity dimensions (perceived quality,
brand association, and brand loyalty); and brand association as positively related to brand
loyalty.

This study has examined the effect of specific marketing strategies on brand equity
creation, including three advertising media and two types of promotions. The findings
suggest that different results may be obtained among detailed marketing practices,
although they belong to the same general marketing strategy. The results of this study
demonstrate that Web advertising is a more effective marketing tool in building brand
equity than TV advertising and print advertising, and non-price promotion is more
desirable in creating long-term benefits for a brand than price-based promotion activities.
These findings provide more insightful implications for both researchers and marketers.

Brand awareness and brand association should be treated as two independent
dimensions rather than one dimension when examining the relationship of marketing

efforts to brand equity dimensions. Even though the two have a close relationship (brand
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awareness normally results in high brand association), we find that not all selected
marketing practices always have the same relationships to them. For example, non-price
promotion activities can be used to increase brand association, but not brand awareness;
celebrity endorsement is effective in improving brand awareness, but not brand
association.

Limitations and Directions of Future Research

Once again, the purpose of this study has been to examine the relationships of
marketing activities on creating brand equity in the Chinese clothing market. Although
we have successfully explored those relationships with a structural model and provided
important managerial implications, this study has several limitations. Overcoming them
can be a direction for future research.

First, significant regional differences exist among Chinese consumers. Urban
consumers differ from rural ones on a wide range of consumer attitudes and behaviors (Li
and Gallup, 1995). This study focused only on the two biggest cities in China: Beijing
and Shanghai. Further studies may need to be conducted if these results are expanded into
other regional markets of China, especially inland cities.

Second, as suggested by Yoo et al. (2000), this study examines only the effect of
individual marketing decision variables and does not investigate the interactions among
them. Since marketing strategies are interactive by nature, celebrity endorsement could
interact with advertising, promotion could interact with distribution, target marketing
could interact with commercial event sponsorship, price could interact with price

promotion, and so on. It is the mix of strategies that both scholars and managers need to
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understand in the context of developing and improving brand equity. Fan and
Pfitzenmaier (2002) suggest that if event marketing is used in coordination with other
elements in the integrated marketing communications, it is particularly effective in
forging direct contact with opinion leaders, gathering marketing intelligence, and
encouraging product trials. Therefore, future research should explore the interaction
effect of marketing mix on brand equity (Yoo at al., 2000).

Third, this study uses perceptual, not actual, measures of marketing efforts. It would
be meaningful from a managerial perspective to use hard marketing data from secondary
sources, such as scanner data and published survey reports from the firms that are
marketing the focal brands. Perceived marketing efforts could be illusive reflections of
brand equity, distinct from actual marketing efforts (Yoo at al., 2000). To investigate
more rigorously the causal impact of each marketing effort and the brand equity
formation process, we call on future research to examine the effect of actual marketing
variables on brand equity.

Finally, many differences exist between the current study and those of Yoo at al. and
Yoo and Donthu: the structural model (expanded and modified in this study); the sample
(a consumer sample rather than student samples); marketing activities (types and number);
brand equity dimensions (four used in this study, three used in theirs); and different
variable measurements. Therefore, we just made a general comparison of the results from
these three studies. In order to obtain more accurate knowledge of the different attitudes
toward marketing activities employed in the creation of brand equity between Chinese

consumers and those of other countries, researchers may need to choose the same model
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and a similar research design to perform this type of comparison study in the future.

In addition, consumer values in the Chinese market seem to be changing quickly
because of the sweeping influence of globalization in every aspect of consumer life in
developing countries. Therefore, consumers' attitudes toward particular marketing efforts
may also change accordingly. For example, traditional advertising media like TV and
print are losing their charm among Chinese youth. The luxury levels of imported apparel
brands may also decrease in the future with higher income and living standards in China.
Thus, continuous updating of studies for understanding changing consumer attitudes in

this market is a must.
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Campus Institutional Review Board
University of Missouri-Columbia

483 McReynolds Hall
Columbia, MO 65211-1150
PHONE: (573) 882-9585 FAX: (573) 884-0663

Project Number: 1053757
Project Title: The Creation of Brand Equity in Chinese Clothing Market
Approval Date: 09-19-2005
Expiration Date: 09-19-2006
Investigator(s): Hawley, Jana Marie
Tong, Xiao
Level Granted: Exempt

CAMPUS INSTITUTIONAL REVIEW BOARD APPROVAL FORM
UNIVERSITY OF MISSOURI-COLUMBIA

This is to certify that your research proposal involving human subject participants has
been reviewed by the Campus IRB. This approval is based upon the assurance that you
will protect the rights and welfare of the research participants, employ approved methods
of securing informed consent from these individuals, and not involve undue risk to the
human subjects in light of potential benefits that can be derived from participation.

Approval of this research is contingent upon your agreement to:

(1) Adhere to all UMC Policies and Procedures Relating to Human Subjects, as written in
accordance with the Code of Federal Regulations (45 CFR 46).

(2) Maintain copies of all pertinent information related to the study, included but not
limited to, video and audio tapes, instruments, copies of written informed consent
agreements, and any other supportive documents for a period of three (3) years from the
date of completion of your research.

(3) Report potentially serious events to the Campus IRB (573-882-9585) by the most
expeditious means and complete the eIRB "Campus Adverse Event Report". This may be
accessed through the following website: http://irb.missouri.edu/eirb/.

(4) IRB approval is contingent upon the investigator implementing the research activities
as proposed. Campus IRB policies require an investigator to report any deviations from
an approved project directly to the Campus IRB by the most expeditious means. All
human subject research deviations must have prior IRB approval, except to protect the
welfare and safety of human subject participants. If an investigator must deviate from the
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previously approved research activities, the principal investigator or team members must:
a. Immediately contact the Campus IRB at 882-9585.

b. Assure that the research project has provisions in place for the adequate protection of
the rights and welfare of human subjects, and are in compliance with federal laws,
University of Missouri-Columbia's FWA, and Campus IRB policies/procedures.

c. Complete the "Campus IRB Deviation Report". This may be accessed through the
following website: http://irb.missouri.edu/eirb/.

(5) Submit an Amendment form to the Campus IRB for any proposed changes from the
previously approved project. Changes may not be initiated without prior IRB review and
approval except where necessary to eliminate apparent and immediate dangers to the
subjects. The investigator must complete the Amendment form for any changes at
http://irb.missouri.edu/eirb/.

(6) Federal regulations and Campus IRB policies require continuing review of research
projects involving human subjects. Campus IRB approval will expire one (1) year from
the date of approval unless otherwise indicated. Before the one (1) year expiration date,
you must submit Campus IRB Continuing Review Report to the Campus IRB. Any
unexpected events are to be reported at that time. The Campus IRB reserves the right to
inspect your records to ensure compliance with federal regulations at any point during
your project period and three (3) years from the date of completion of your research.
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The University of Missouri at Columbia
ORAL PRESENTATAION

Research Purpose:

The questionnaire is a part of the dissertation of Xiao Tong at the University of Missouri-
Columbia, USA. The primary goal of this project is to examine Chinese customers’
attitudes toward imported clothing brands and their marketing strategies.

Procedures:

You can participate this survey only if you are at least 18 years old. If you agree to be in
this study, you will be asked to fill out a survey, which will take approximately twenty
minutes to complete.

You may ask questions you may have about the survey or study at any time.

Benefits and Risks of Participating in the Study:

The benefits of participating in the study are contributing to an understanding of Chinese
consumers’ attitudes and behavior as related to imported clothing brands and their
marketing strategies, and to understand the differences between Chinese consumers and
consumers in Western countries. There are not personal benefits gained by participation
in the study.

There are no psychological, or sociological risks involved in participating in this study.

Confidentiality:

Full confidentiality of your participation will be maintained. The survey does not ask to
disclose your name or to identify yourself in any way. Data provided by your
participation will not be reported individually nor attributed to you personally.

Voluntary Nature of the Study:

Your participation in this survey is voluntary. Your may withdraw from the study without
penalty at any time. Your consent or refusal to participate this survey will not affect your
individual's relationship with the University of Missouri.

Questions regarding your rights as a participant in this project can be answered by calling
Campus Institutional Review Board at (573) 882-9585 (USA). Questions regarding the
research itself will be answered by Xiao Tong by calling (573) 771-4252. Any new
information that develops during the project will be provided to you if the information
might affect your willingness to continue participation in the project.

Signature of Person Obtaining Consent on Behalf of UMC

Date
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ENGLISH VERSION A

VERSION A: SURVEY ABOUT IMPORTED CLOTHING BRANDS

Please read carefully and answer the following questions. Be sincere in your response. There are no
right and wrong answers. It is only your opinion that we are interested in. Your response is very
important and we ill greatly appreciate it.

1. The following are some values people seek. To indicate how important each value is to you, please
circle one answer. You may think it is “very important”, “important”, “neutral”, “unimportant”, or

“very unimportant” with each value.

Very Very
Unimportant | Unimportant Neutral Important | Important

Independent thought and action 1 2 3 4 5
Control over one’s life 1 2 3 4 5
An exciting life 1 2 3 4 5
Competitiveness 1 2 3 4 5
Creativity 1 2 3 4 5
Uniqueness 1 2 3 4 5
Dare to speak and do 1 2 3 4 5
Privacy 1 2 3 4 5
Take risk 1 2 3 4 5
Family and personal security 1 2 3 4 5
Observe social codes of behavior and 1 2 3 4 5
ethics

Formality of structure life 1 2 3 4 5

Very Very
Unimportant | Unimportant Neutral Important | Important

Respect authority 1 2 3 4 5
Social power & Status 1 2 3 4 5
Respect parents and older people 1 2 3 4 5
Societies equality 1 2 3 4 5
Thrift 1 2 3 4 5
Planning for the future 1 2 3 4 5
Perseverance 1 2 3 4 5
Personal steadiness and stability 1 2 3 4 5
Caring for others 1 2 3 4 5
The equality of males and females 1 2 3 4 5
Spiritual gains 1 2 3 4 5
Modest & nurturing 1 2 3 4 5
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2. From the following four brands, please choose one sports shoes brand you are MOST familiar

with, please circle one answer.

Nike 1
Adidas 2
Reebok 3

Puma 4

3. To indicate how much you agree or disagree with

9 CRINNT3

ER I3

each statement, please circle one answer.

You may “strong disagree”, “agree”, “uncertain”, “agree”, or “strong agree” with each

statement.

NOTE: In the following questions, the “X” represents the brand you chose in the question 2.
(For example, if you choose “Nike” as your most familiar brand in question 2, the “X” in the

following questions represents “Nike”.)

Strongly . . Strongly
Disagree Disagree | Uncertain | Agree Agree
The price of X is high. 1 2 3 4 3
The price of X is low. 1 2 3 4 3
X is expensive. 1 2 3 4 3
The stores where I can buy X carry products of high 1 2 3 4 5
quality.
The stores where I can buy X have good overall service. 1 2 3 5
The stores where I can buy X have well-known brands. 1 2 3 4 5
The number of the stores that sell X is larger than that of 1 2 3 4 5
its competing brands.
Compared to its competing brands, I can find X in more 1 2 3 4 5
stores.
X is distributed through as many stores as possible. 1 2 3 4 5
Price deals for X are not frequently offered. 1 2 3 4 3
Too many times price deals for X are presented. 1 2 3 4 3
Price deals for X are emphasized more than seems 1 2 3 4 5
reasonable.
Non-price promotions like premium or prize draw for X 1 2 3 4 5
are frequently offered.
Many times non-price promotions like premium or prize 1 2 3 4 5
draw for X are presented.
Non-price promotions like premium or prize draw for X 1 2 3 4 5
are emphasized.
X often uses a celebrity as the spokesman. 1 2 3 4 5
The celebrity is frequently used in X’s ads. 1 2 3 4 5
X doesn’t use celebrity in its ads. 1 2 3 4 5
X is intensively advertised in the Web site. 1 2 3 4 5
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Strongly . . Strongly
Disagree Disagree | Uncertain | Agree Agree
The web advertisements for X seem very expensive, 1 2 3 4 5
compared to competing brands.
The web advertisements for X are seen frequently. 1 2 3 4 5
The event sponsorship for X is seen frequently in sports, 1 2 3 4 5
music or other events.
The event sponsorship for X is intensively used. 1 2 3 4 5
The event sponsorship for X seems more frequent, 1 2 3 4 5
compared to competing brands.
X is intensively advertised on TV. 1 2 3 4 5
The TV advertisements for X seem very expensive, 1 2 3 4 5
compared to competing brands.
The TV advertisements for X are seen frequently. 1 2 3 4 5
X is intensively advertised in print publication. 1 2 3 4 5
The print advertisements for X seem very expensive, 1 2 3 5
compared to competing brands.
The print advertisements for X are seen frequently. 1 2 3 4 5
The maker of X specially targets a market segment. 1 2 3 4 5
Consumers of X are a distinctive group. 1 2 3 4 5
X is intended for everyone in the market. 1 2 3 4 5
Not everyone can buy X. 1 2 3 4 5
X is different from its competitors. 1 2 3 4 3
X is basically the same as the other brands. 1 2 3 4 5
Compared to its competitive brands, X is different in 1 2 3 4 5
many aspects.
4. To indicate how much you agree or disagree with each statement, please circle one answer.
You may “strong disagree”, “agree”, “uncertain”, “agree”, or “strong agree” with each

statement.

NOTE: In the following questions, the “X” represents the brand you chose in the question 2.
(For example, if you choose “Nike” as your most familiar brand in question 2, the “X” in the
following questions represents “Nike”.)

Is)tirs(z):ggé Disagree | Uncertain | Agree S;r‘ogrrlegely

Products from X would be of very good quality. 1 2 3 4 5
I trust the quality of products from X. 1 2 3 4 5
Products from X offer excellent features. 1 2 3 4 5
I consider myself to be loyal to X. 1 2 3 4 5
When buying shoes X would be my first choice. 1 2 3 4 5
I will keep on buying X as long as it provides me 1 2 3 4 5
satisfied products.
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Strongly . . Strongly
Disagree Disagree | Uncertain | Agree Agree
I am still willing to buy X even if its price is a little 1 2 3 4 5
higher than its competitors.
I would love to recommend X to my friends. 1 2 3 4 5
Some characteristics of X come to my mind quickly. 1 2 3 4 5
I can recognize X quickly among other competing 1 2 3 4 5
brands.
I have difficulty in imagining X in my mind. 1 2 3 4 5
I am familiar with X brand. 1 2 3 4 5
X has very unique brand image, compared to 1 2 3 4 5
competing brands.
I like and trust the company, which makes X. 1 2 3 4 5
I respect and admire people who wear X. 1 2 3 4 5
I like the brand image of X. 1 2 3 4 5
X is a unique brand. 1 2 3 4 5

5. THE FOLLOWING QUESTIONS ARE FOR BACKGROUND PORPOSE ONLY. Response
will be kept confidential.

Note: For the following questions, please circle one answer that describes your current
situation.

1) What is your gender?

Male [ ]
Female [ ]
2) What is your age?
18 — 20 years old [ ] 31 — 35 years old [ ]
21 — 25 years old [ ] 36 — 40 years old [ ]
26 — 30 years old [ ] More than 40 years old [ ]
3) Which category best describes your education level?
Some High School [ ] College Graduate [ ]
High School Graduate [ ] Post Graduate [ ]
Some College [ ]
4) Which category best describes your marital status?
Single [ ] Married and have kid [ 1]
Married no kid [ 1] Other [ ]
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5) What was your personal income in 2004?

Less than 8,000 Yuan
8,000 - 14,999 Yuan

15,000 - 21,999 Yuan
22,000 — 27,999 Yuan
28,000 - 39,999 Yuan

— o/ o/ o/

—_— e e e
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40,000 - 59,999 Yuan
60,000 - 79,999 Yuan
80,000 - 119,999 Yuan
120,000 Yuan or more
I don’t know

—
— e e e



ENGLISH VERSION B

VERSION B: SURVEY ABOUT IMPORTED SPORTS SHOES BRANDS

Please read carefully and answer the following questions. Be sincere in your response. There are no
right and wrong answers. It is only your opinion that we are interested in. Your response is very
important and we ill greatly appreciate it.

1. The following are some values people seek. To indicate how important each value is to you, please
circle one answer. You may think it is “very important”, “important”, “neutral”, “unimportant”, or

“very unimportant” with each value.

UniX;e)i)y rtant Unimportant Neutral Important Im;)/(frrt};m t

Independent thought and action 1 2 3 4 5
Control over one’s life 1 2 3 4 5
An exciting life 1 2 3 4 5
Competitiveness 1 2 3 4 5
Creativity 1 2 3 4 5
Uniqueness 1 2 3 4 5
Dare to speak and do 1 2 3 4 5
Privacy 1 2 3 4 5
Take risk 1 2 3 4 5
Family and personal security 1 2 3 4 5
Observe social codes of 1 2 3 4 5
behavior and ethics

Formality of structure life 1 2 3 4 5

Unixggy rtant Unimportant Neutral Important Im:)/(?rrt};m "

Respect authority 1 2 3 4 5
Social power & Status 1 2 3 4 5
Respect parents and older people 1 2 3 4 5
Societies equality 1 2 3 4 5
Thrift 1 2 3 4 5
Planning for the future 1 2 3 4 5
Perseverance 1 2 3 4 5
Personal steadiness and stability 1 2 3 4 5
Caring for others 1 2 3 4 5
The equality of males 1 2 3 4 5
and females

Spiritual gains 1 2 3 4 5
Modest & nurturing 1 2 3 4 5
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From the following four brands, please choose one clothing brand you are MOST familiar
with, please circle one answer.

Etam 1 CK 7

Lee 2 GIVENCHY
Only 3 VERO MODE 9
JACK JONES 4 Boss 10
Esprit 5 Tommy Hilfiger 11
Levi’s 6 Polo Ralph Lauren 12

To indicate how much you agree or disagree with each statement, please circle one answer.
9% ¢ EE 1Y 9 <

You may “strong disagree”, “agree”, “uncertain”, “agree”, or “strong agree” with each
statement.

NOTE: In the following questions, the “Y” represents the brand you chose in the question 2.
(For example, if you choose “Only” as your most familiar brand in question 2, the “Y” in the

following questions represents “Only”.)

trongl . . trong]

Is)irsoar;%e}é Disagree | Uncertain | Agree S A(;Irlegey
The price of Y is high. 1 2 3 4 5
The price of Y is low. 1 2 3 4 5
Y is expensive. 1 2 3 4 5
The stores where I can buy Y carry products of high 1 2 3 4 5
quality.
The stores where I can buy Y have good overall 1 2 3 4 5
service.
The stores where I can buy Y have well-known 1 2 3 4 5
brands.
The number of the stores that sell Y is larger than that 1 2 3 4 5
of its competing brands.
Compared to its competing brands, I can find Y in 1 2 3 4 5
more stores.
Y is distributed through as many stores as possible. 1 2 3 4 5
Price deals for Y are not frequently offered. 1 2 3 4 5
Too many times price deals for Y are presented. 1 2 3 4 5
Price deals for Y are emphasized more than seems 1 2 3 4 5
reasonable.
Non-price promotions like premium or prize draw for 1 2 3 4 5
Y are frequently offered.
Many times non-price promotions like premium or 1 2 3 4 5
prize draw for Y are presented.
Non-price promotions like premium or prize draw for 1 2 3 4 5
Y are emphasized.
Y often uses a celebrity as the spokesman. 1 2 3 4 5
The celebrity is frequently used in Y’s ads. 1 2 3 4 5
Y doesn’t use celebrity in its ads. 1 2 3 4 5
Y is intensively advertised in the Web site. 1 2 3 4 5
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trongl . . trongl

Is)irsoar;%e}é Disagree | Uncertain | Agree S Azrrlegey
The web advertisements for Y seem very expensive, 1 2 3 4 5
compared to competing brands.
The web advertisements for Y are seen frequently. 1 2 3 4 5
The event sponsorship for Y is seen frequently in 1 2 3 4 5
sports, music or other events.
The event sponsorship for Y is intensively used. 1 2 3 4 5
The event sponsorship for Y seems more frequent, 1 2 3 4 5
compared to competing brands.
Y is intensively advertised on TV. 1 2 3 4 5
The TV advertisements for Y seem very expensive, 1 2 3 4 5
compared to competing brands.
The TV advertisements for Y are seen frequently. 1 2 3 4 5
Y is intensively advertised in print publication. 1 2 3 4 5
The print advertisements for Y seem very expensive, 1 2 3 4 5
compared to competing brands.
The print advertisements for X are seen frequently. 1 2 3 4 5
The maker of Y specially targets a market segment. 1 2 3 4 5
Consumers of Y are a distinctive group. 1 2 3 4 5
Y is intended for everyone in the market. 1 2 3 4 5
Not everyone can buy Y. 1 2 3 4 5
Y is different from its competitors. 1 2 3 4 5
Y is basically the same as the other brands. 1 2 3 4 5
Compared to its competitive brands, Y is different in 1 2 3 4 5
many aspects.

4. To indicate how much you agree or disagree with each statement, please circle one answer.
EEEN 1Y 29 ¢ 99 ¢

You may “strong disagree”, “agree”, “uncertain”, “agree”, or “strong agree” with each
statement.

NOTE: In the following questions, the “Y” represents the brand you chose in the question 2.
(For example, if you choose “Only” as your most familiar brand in question 2, the “Y” in the
following questions represents “Only”.)

Strongly . . Strongly
Disagros Disagree | Uncertain | Agree Agree
Products from Y would be of very good quality. 1 2 3 4 5
I trust the quality of products from Y. 1 2 3 4 5
Products from Y offer excellent features. 1 2 3 4 5
I consider myself to be loyal to Y. 1 2 3 4 5
When buying clothing Y would be my first choice. 1 2 3 4 5
[ will keep on buying Y as long as it provides me 1 2 3 4 5
satisfied products.
I am still willing to buy Y even if its price is a little 1 2 3 4 5
higher than its competitors.
I would love to recommend Y to my friends. 1 2 3 4 5
Some characteristics of Y come to my mind quickly. 1 2 3 4 5
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Strongly . . Strongly
Disagros Disagree | Uncertain | Agree Agree
I can recognize Y quickly among other competing 1 2 3 4 5
brands.
I have difficulty in imagining Y in my mind. 1 2 3 4 5
I am familiar with Y brand. 1 2 3 4 5
Y has very unique brand image, compared to 1 2 3 4 5
competing brands.
I like and trust the company, which makes Y. 1 2 3 4 5
I respect and admire people who wear Y. 1 2 3 4 5
I like the brand image of Y. 1 2 3 4 5
Y is a unique brand. 1 2 3 4 5

5. THE FOLLOWING QUESTIONS ARE FOR BACKGROUND PORPOSE ONLY. Response
will be kept confidential.

Note: For the following questions, please circle one answer that describes your current
situation.

1) What is your gender?

Male [ ]
Female [ ]
2) What is your age?
18 — 20 years old [ ] 31 — 35 years old [ ]
21 — 25 years old [ ] 36 — 40 years old [ ]

26 — 30 years old [ ] More than 40 years old [ ]

3) Which category best describes your education level?

Some High School [ 1] College Graduate [ ]
High School Graduate [ 1] Post Graduate [ ]
Some College [ 1] [ ]

4) Which category best describes your marital status?

Single [ ] Married and have kid [ 1]
Married no kid [ ] Other [ ]
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5) What was your personal income in 2004?

Less than 8,000 Yuan
8,000 - 14,999 Yuan

15,000 - 21,999 Yuan
22,000 — 27,999 Yuan
28,000 - 39,999 Yuan

— o/ o/ /o

—_— e e e
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40,000 - 59,999 Yuan
60,000 - 79,999 Yuan
80,000 - 119,999 Yuan
120,000 Yuan or more
I don’t know

—
— e e e
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