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Abstract

The concept and importance of a company’s brand have always been widely acknowledged.
However, in modern Vietnam, many Vietnamese companies are still unaware of the importance
of building their brand. Particularly in the pharmaceutical industry where products are
directly related to human health, buying products of famous pharmaceutical brands to help
ensure the lowest risk is gradually becoming a habit of consumers. The purpose of this paper is
to find out factors affecting consumer-based brand equity of Vietnamese pharmaceutical
companies. The study provides a conceptual framework in which brand awareness, brand
associations, perceived quality and brand loyalty are related to brand equity. The survey was
conducted on a sample of 328 customers at pharmacies and hospitals in Vietnam who have
basic knowledge on some of Vietnamese pharmaceutical companies’ brands. The research
instruments included an 18-item questionnaire on brand equity, plus demographic questions.
Results show that there are four factors affecting the brand equity of Vietnamese
pharmaceutical companies, including brand awareness, brand associations, perceived quality,
brand loyalty and the correlation between them.
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Tém tit

Khai niém va tam quan trong cia thirong hiéu doanh nghiép luén dwoc cong nhdn réng réi.
Tuy nhién, hién nay, nhiéu doanh nghiép Viét Nam van khong ¥ thize duwgc vé tam quan trong
cua viée xay dung thuong hiéu, dac biét trong nganh duwoc phdm noi ma san pham cé lien quan
truc tiép dén sirc khoé con nguoi, thi viéc mua san phdm ciia cdc thirong hiéu dwoc Néi tiéng
gilip dam bdo nguy co thap nhat dang dan tr¢ thanh théi quen cia nguoi tieu dung. Muc dich
cua bai bao nay la tim ra cac yeu t6 tdc dong dén gia tri thwong hi¢u dua trén nguoi tiéu dung
cua cac doanh nghiép duwoc pham Viét Nam. Nghién cizu cung cap khudn kho khai niém trong
@6 nhan thice thwong hiéu, lién twong thieong hiéu, chdt lrong cam nhdn va 1ong trung thanh
ciia thwong hiéu c6 lién quan dén gia tri thwong hiéu. Cugc khdo sdt dwoc thuc hién trén 328
khach hang tai cac nha thusc va bénh vién ¢ Viét Nam c6 kién thire co ban vé thuong hiéu cua
cac doanh nghiép duoc pham Viét Nam. Cong cu nghién cizu bao gom 18 muc hdi vé gia tri
thwong hiéu, céng véi viéc khao sat nhan khau hoc. Két qud tim ra bon yéu té tic dong dén gia
tri thuong hiéu cua cac doanh nghiép diroc pham Viét Nam, bao gom nhdn thize thiong hiéu,
lién twong thwong hiéu, chat lwong cam nhdn, 10ng trung thanh thiwong hiéu Va sw twong guan
gizra chang.

Tiur khoa: Chat lwong cam nhan; Doanh nghiép dugc pham; Gia tri thwong hiéu; Lién tuong
thuong hiéu; Long trung thanh thuong hi€u; Nhan thirc thuong hiéu.
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1. INTRODUCTION

Vietnam's pharmaceutical market is considered an attractive market for investors,
with the top growth rate in Southeast Asia. According to Business Monitor International
(2018), in 2016, Vietnamese pharmaceutical market expenditure was estimated to reach
$4.7 billion, an increase of 12% over the previous year and is expected to increase to about
$7.7 billion by 2021. As a result, Vietnam is a deeply decentralized and fragmented market
with over 1,000 drugs wholesalers or distributors, leading to a fiercer competition in the
industry (Business Sweden, 2015). In the context of competition where consumers have
many choices, brands become the means to help consumers identify the differences and
choose the best option. Therefore, if a pharmaceutical company would like to grow and
survive, it is necessary to focus on building its brand. However, there are still many other
pharmaceutical companies that do not pay attention to building a distinct brand name. They
are unaware that brands can decide the success of a company in long-term development.
Christodoulides, Cadogan, and Veloutsou (2015) asserted that we need to generate a better
understanding of the composition of brand equity to understand how to manage brand

equity.

Brand equity was first mentioned by Farquhar (1989) as the 'added value' of a
product. Then there are many other studies on brand equity in the world. Typically, there
are researches conducted by Aaker (1991); Musekiwa, Chiguvi, and Hogo (2013); Wang
and Finn (2013); and Yoo, Donthu, and Lee (2000). Aaker (1991) provided the theory of
brand equity and its components as the basis for building and developing a brand. Yoo et
al. (2000) conducted an examination of selected marketing mix elements and brand equity
on three product categories, that is, athletic shoes, camera film, and color television sets.
Wang and Finn (2013) studied heterogeneous sources of customer-based brand equity
within a product category (i.e. soft drinks). Musekiwa et al. (2013) carried out a study to
determine the nature of the relationship between retail brand equity dimensions and retail
brand equity for OK supermarket in Bindura. In Vietnam, there have also been many
studies on brand equity. Ngo, Nguyen, and Dinh (2014) searched components of brand
equity in the case of Binhthuan dragon fruit. Hoang (2016) examined the impact of
advertising and promotion on brand equity of the FMCG supermarket industry in Hue.
However, so far there has been no firm official research on brand equity of Vietnamese
pharmaceutical companies. Recognizing the urgency of this issue, the study conducted a
survey on the factors affecting brand equity of Vietnamese pharmaceutical companies.

The objectives of this study were to determine the factors affecting the brand equity
of Vietnamese pharmaceutical companies, as well as to explore the consumer-based brand
equity practice scale, and propose some recommendations for brand-building for
pharmaceutical companies in Vietnam. The research was based on Aaker's brand equity
model in 1991 and was adapted to fit the characteristics of the pharmaceutical industry.
The article consists of five parts, including (1) Introduction; (2) Literature review; (3)
Methodology; (4) Results and discussions; and (5) Conclusions.

2. LITERATURE REVIEW

Brand equity is a multidimensional and complex concept. The meaning of the term
is discussed from different angles for different purposes. At present, brand equity is based
on two main perspectives: Financial perspective and consumer perspective. In marketing
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research, consumer-based brand equity valuation is supported by more scholars because
brand equity is the result of consumers' perception of that brand (Vazquez, Del Rio, &
Iglesias, 2002; Wang & Finn, 2013; Yoo et al., 2000). Therefore, this study mostly
discusses brand equity from a consumer perspective.

Customer-based brand equity is defined as the disparate impact of brand knowledge
on consumer response to the marketing of the brand (Keller, 1993). According to Aaker
(1991), brand equity is a class of assets and liabilities connected to the brand name and
brand symbol that add to or subtract the value of a product or service to a firm and its
customers. It also can be defined as the marketing and financial value linked to a brand’s
place in the marketplace (Ferrell & Hartline, 2011) or the overall utility that the consumer
connects to the utilization of the brand about both functional and symbolic utilities
(Vazquez et al., 2002).

There are many models of brand equity being offered such as the models by Aaker
(1991); Wang and Finn (2013); and Yoo et al. (2000). Aaker (1991) said that brand equity
can be grouped into five categories: Brand loyalty; Name awareness; Perceived quality;
Brand associations; and other proprietary brand assets. Yoo et al. (2000) proposed brand
equity measured by the interaction of factors including perceived quality, brand loyalty and
brand awareness/associations. Wang and Finn (2013) suggested seven dimensions of brand
equity: Past brand loyalty; Current brand awareness; Current perceived quality; Current
perceived value for the cost; Current brand associations; Uniqueness; and Brand emotions.

This study is based on David Aaker's model, which has been tested on a variety of
products by many scientists (Atilgan, Aksoy, & Akinci, 2005; Christodoulides et al., 2015;
Musekiwa et al., 2013; Pappu, Quester, & Cooksey, 2005) and is considered one of the
most generalized brand equity measurement models. In addition, the experts, pharmacists,
doctors interviewed by the authors also suggested that Aaker's model is suitable for
research on the pharmaceutical market. However, the fifth factor (i.e. other proprietary
brand assets) is almost not mentioned later in the studies of other authors (Keller, 1993,
Wang & Finn, 2013; & Yoo et al., 2000) because this factor is not really associated with
consumers and marketing. Accordingly, the authors suggest four factors affecting brand
equity: Brand awareness; Brand associations; Perceived quality; and Brand loyalty.

2.1. Brand awareness

At the present, because there are so much information and media, the creation of
customer perception with a brand is really necessary. Aaker (1991) defined brand
awareness is the ability of a potential customer to recognize or recall that a brand is a part
of a certain product category. According to Keller (1993), brand awareness includes brand
recognition and brand recall performance. Brand recognition reflects familiarity gained
from past contact and brand recall comes to consumer's minds when one product is
mentioned (Aaker, 1996). Panchal, Khan, and Ramesh (2012) believe that people will
often buy a familiar brand because they feel comfortable with the familiarity and that brand
is probably reliable and of good quality. Atilgan et al. (2005) postulated that customer-
based brand equity happens when the consumer has a high level of awareness and holds
some special, strong and good brand associations in memory. Studies have confirmed that
brand awareness has a positive effect on brand equity (Aaker, 1991; Atilgan et al., 2005;
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Keller, 1993; Musekiwa et al., 2013; Panchal et al., 2012; Pappu et al., 2005; Wang &
Finn, 2013; Yoo et al., 2000). Therefore, the first hypothesis would be:

e H1: Brand awareness has a positive impact on brand equity.
2.2.  Brand associations

Aaker (1991) defined brand associations are anything connect to the memory of
customers to a brand. Brand associations can be divided into product associations and
organizational associations. Product associations can consist of quality, price, and usage;
organizational associations would contain corporate ability and corporate social onus
(Musekiwa et al., 2013). Chen (2001) and Yoo et al. (2000) argued that brand association
is one of the core elements of a brand. Customers will think of one or a few features of a
particular brand when the brand is mentioned. Brand associations create equity for the
company and its customers by providing information, create positive attitudes and
emotions, provide the reason to buy the product, differentiating and positioning the brand.
Atilgan et al. (2005) discovered that associations create a base for purchase decisions and
value to the firm and customers. Consumers use brand name to surmise quality of an
unfamiliar product because a brand name has been built based on its associations with
quality, value or utility of its products (Lassar, Mittal, & Sharma, 1995). Rio, Vazquez, and
Iglesias (2001) proposed that consumers' brand associations are a crucial element in brand
equity origination and management. Previous studies showed that brand associations are
directly related to brand equity (Chen, 2001; Keller, 1993; Musekiwa et al., 2013; Pappu et
al., 2005; Wang & Finn, 2013; Yoo et al., 2000). Therefore, the authors suggest the
following hypothesis:

e H2: Brand associations have a positive impact on brand equity.
2.3.  Perceived quality

Keller (2013) defined that perceived quality is customers’ recognition of the overall
quality or prominence of a service or product compared to alternatives. Perceived quality is
different from the objective or actual quality of the product (Zeithaml, 1988). Perceived
quality is a perception by customers. It thus differs from actual or objective quality — the
extent to which the product or service delivers superior service. Perceived quality will
directly influence purchasing decisions and brand loyalty. Customers often choose brands
with higher perceived quality (Yoo et al., 2000). Many previous studies showed that
perceived quality is positively related to brand equity (Aaker, 1991; Atilgan et al., 2005;
Musekiwa et al., 2013; Nguyen, Barrett, & Miller, 2011; Pappu et al., 2005; Sanyal &
Datta, 2011; Wang & Finn, 2013; & Yoo et al., 2000). So, the following hypothesis is
given:

e H3: Perceived quality has a positive impact on brand equity.
2.4. Brand loyalty

Brand loyalty is a deeply held pledge to rebuy a product/service in the future
(Oliver, 1999). Keller (2013) has concluded that brand loyalty creates barriers that make it
difficult for other firms to enter the market and provides predictability and security of
demand for the firm. Brand loyalty makes consumers purchase a brand regularly and resist
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switching to another brand; therefore, brand equity will increase (Yoo et al., 2000). The
existence of loyal customers also diminishes opportunities for competitors, frustrating
them in finding ways to entice customers because of the high cost but low efficiency.
During the growth stage, the overall strategy changes from acquisition to retention and
building brand loyalty (Ferrell & Hartline, 2011). Strong brands are always identified and
guaranteed by loyal customers. At the same time, finding a new customer will be far
costlier than maintaining old customers. In addition, loyal customers give the company a
huge benefit by introducing its products to other customers. Researchers have concluded
that brand loyalty has a significant positive effect on brand equity (Atilgan et al., 2005;
Fatema, Azad, & Masum, 2015; Musekiwa et al., 2013; Pappu et al., 2005; Wang & Finn,
2013; & Yoo et al., 2000). Therefore, the authors propose the final hypothesis:

e H4: Brand loyalty has a positive impact on brand equity.
3. METHODOLOGY

Structural equation modelling (SEM) was used to estimate parameters (Figure 1).
There are 18 items in brand equity measures shown in the path diagram; There are four
variables were available for brand awareness (AW1, AW2, AW3 and AW4), four variables
for brand associations (AS1, AS2, AS3 and AS4), four variables for perceived quality
(PQ1, PQ2, PQ3 and PQ4), three variables for brand loyalty (LO1, LO2 and LO3) and
three variables for brand equity (BE1, BE2 and BE3). In addition, the questionnaire also
used a rating scale to measure the variables of the personal information such as gender,
age, income level. All items are measured by 5-point Likert scales, which were 5) strongly
agree, 4) agree, 3) not sure, 2) disagree, and 1) strongly disagree.
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Figure 1. The Structural model and hypotheses
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Hair, Black, Babin, and Anderson (2010) confirmed that the sample size must be at
least 100 in order to use the Exploratory Factor Analysis (EFA). Besides, in Confirmatory
Factor Analysis (CFA) and SEM, Anderson and Gerbing (1988) suggested a sample size of
at least 150 to obtain parameter estimates of practical use. Bentler and Chou (1987)
proposed that the ratio of sample size to the number of free parameters may be 5:1 under
the normal theory, especially when there are many indicators of latent variables. According
to Tabachnick and Fidell (2013), 300 cases or more provide a good sample size for factor
analysis.

In this study, the authors use a total of 328 customers selected by non-probability
sampling methods (i.e. convenience sampling technique) at some large hospitals,
pharmacies in Hochiminh City and Dongnai province. The demographic collection below
has shown the diversity of the sample (Table 1).

Table 1. Demographic characteristics of respondents

Variable Description Frequency
Count Percentage
Gender Male 141 43.0
Female 187 57.0
Age (years) Below 25 139 42.4
25-50 149 454
Above 50 40 12.2
Monthly income range (VND) Below 5 million 97 29.6
5-20 million 163 49.7
Above 20 million 68 20.7

4. RESULTS AND DISCUSSIONS
4.1. Reliability and validity

As can be seen from Table 2, the lowest alpha value is 0.756. This shows a
coefficient exceeding the cut of the value of 0.7 as recommended by Nunnally and
Bernstein (1994). Convergent validity is verified when scores from various instruments
used to measure the same construct are strongly correlated (O'Rourke & Hatcher, 2013).
Convergent validity was estimated by factor loading. The value of Kaiser-Mayer-OlKkin
(KMO) was 0.853 (between 0.5 and 1.0) which means that data is suitable for conducting a
factor analysis. All loadings are higher than the 0.50 (Table 2). According to Hair et al.
(2010), loadings £.50 or greater are considered practically significant. The authors also ran
confirmatory factor analysis (CFA) to further test composite reliability and convergent
validity. The lowest composite reliability (CR) is 0.763, exceeding the cut-off point 0.7
(Fornell & Larcker, 1981). The AVE for each construct is at 0.520 or higher, exceeding the
0.5 benchmark (Fornell & Larcker, 1981). So, composite reliability and convergent
validity are demonstrated by the CFA results as well.

Discriminant validity was assessed with the variance extracted test. Discriminant
validity is demonstrated if every AVE belonging to each latent variable is much more than
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any the square of correlation among any pair of latent ones (Fornell & Larcker, 1981). So,
with the result of AVE in Table 2 and the correlations between the factors in Table 3, the
discriminant validity of this model is also good. The results of the CFA (Table 4)
confirmed that the hypothesized model provides a good fit to the data.

Table 2. Results of factor analysis and reliability tests

Iltems Question Factor loading
Brand awareness (Cronbach's Alpha = 0.803; CR = 0.813; AVE =0.523)

AW1 | am aware of X. 0.712
AW2 | can quickly recall the symbol, logo or slogan of X. 0.769
AW3 | can recognize X among other competing brands. 0.776
AW4 | can recognize X by dominant colors. 0.627
Brand associations (Cronbach’s Alpha = 0.849; CR =0.838; AVE =0.574)

AS1 I trust X. 0.545
AS2 Some characteristics of this brand come to my mind quickly. 0.617
AS3 This brand has unique associations. 0.905
AS4 X is a market leader brand. 0.895
Perceived quality (Cronbach's Alpha = 0.848; CR =0.841; AVE = 0.571)

PQ1 Buying X was a really good decision. 0.859
PQ2 X is the well-known brand. 0.692
PQ3 X’s products are of high quality. 0.773
PQ4 Price for X is reasonable. 0.684
Brand loyalty (Cronbach's Alpha =0.756; CR = 0.763; AVE = 0.520)

LO1 X would be my first choice. 0.734
LO2 I will be willing to pay more for X’s products. 0.642
LO3 I will not buy other brands if X is available at the store. 0.780

Brand equity (Cronbach's Alpha = 0.880; CR = 0.857; AVE = 0.667)
BE1 If another brand is not different from X in any way, it seems smarter to

purchase X. 0.831
BE2 Even if another brand has the same features as X, | would prefer to buy X. 0.760
BE3 If there is another brand as good as X, | prefer to buy X. 0.855
Table 3. Correlation matrix
Brand Brand Perceived Brand Brand
awareness associations quality loyalty equity
Brand awareness 1.000 0.291 0.449 0.314 0.562
Brand associations 0.291 1.000 0.519 0.408 0.557
Perceived quality 0.449 0.519 1.000 0.702 0.880
Brand loyalty 0.314 0.408 0.702 1.000 0.781
Brand equity 0.562 0.557 0.880 0.781 1.000
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Table 4. CFA's results

Chi-square Df Chi-square/df GFI TLI CFl RMSEA
303.688 124 2.449 0.911 0.932 0.945 0.067
Suggested cut-off values <3 >0.7 <0.1

Source: Segars and Grover (1993); Bentler and Chou (1987); MacCallum, Browne, and Sugawara (1996);
and Segars and Grover (1993).

SEM's results showed that Chi-square (CMIN) = 303.688 and degrees of freedom
(df) = 124, CMIN/df = 2.449 < 3 (Segars & Grover, 1993). Root mean square error of
approximation (RMSEA) = 0.067 (< 0.1) is also indicated an acceptable level of fit for the
model (MacCallum et al., 1996; Segars & Grover, 1993). Besides that, goodness-of-fit
index (GFI) = 0.911, Tucker Lewis index (TLI) = 0.932 and comparative fit index (CFI) =
0.945 are higher than the cut-off value of 0.7 (Bentler & Chou, 1987) suggested that the
model fits the data well (Figure 2).
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Figure 2. SEM’s results
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4.2.  Hypothesis testing

Critical ratio (C.R.) and P were used to test the significance of hypotheses. C.R.
should be greater than 1.96 based on the significance level of 0.05. Those values under
1.96 are not considered to be an important parameter in the model. Table 5 shows the
regression coefficients and values of C.R. and P associated with each hypothesis.

Table 5. Hypothesis testing results

Hypotheses  Path Sc?gfrf?g?éﬁ?s CR P Result

H1 Brand awareness - Brand equity 0.215 4,582 0.000 Supported
H2 Brand associations >  Brand equity 0.094 2.467 0.014 Supported
H3 Perceived quality - Brand equity 0.603 7.059 0.000 Supported
H4 Brand loyalty - Brand equity 0.325 5.068 0.000 Supported

As reported in Table 5, brand awareness has effects on brand equity with a path
coefficient of 0.215. Brand associations have effects on brand equity with a path
coefficient of 0.094. Perceived quality has effects on brand equity with a path coefficient
of 0.603. Finally, brand loyalty has effects on brand equity with a path coefficient of 0.325.
So, all the four hypotheses are supported.

All the four hypotheses were supported in this study (Table 5). As a result, brand
awareness, brand associations, perceived quality and brand loyalty have a positive impact
on brand equity, especially the strong impact of perceived quality on brand equity. The
reason is that pharmaceutical products are directly related to human health, and customers
will choose a pharmaceutical brand when they feel the quality of the products is good. This
conclusion is complement to previous studies by other authors. Pharmaceutical companies
can change their strategy according to the results to increase the factors that help improve
their brand equity. The regression indicates that an increase in any one of the dimensions
will be followed by an increase in brand equity (see Table 5). Under conditions of limited
resources, a company can focus on perceived quality and brand loyalty — the most efficient
way of improving brand equity. However, it is important to note that the best results of an
increase in brand equity require an increase in all factors. The results also show a
correlation between the factors, especially there are two strong correlations (i.e. brand
associations and perceived quality; brand loyalty and perceived quality) (Table 3). Some
studies of previous authors had similar results (Dlacic & Kezman, 2014; Nguyen et al.,
2011; Pappu et al., 2005; & Yoo et al., 2000).

Although several articles have been published to analyse factors affecting brand
equity, this study aims at the applications of those analyses in pharmaceutical companies in
general and Vietnamese pharmaceutical companies in particular, because knowing the
factors affecting on consumer-based brand equity of pharmaceutical companies and the
relationship between them can help companies improve their brand equity most
conveniently and effectively.
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S. CONCLUSIONS AND RECOMMENDATIONS

The research results show that there are four factors affecting consumer-based
brand equity of Vietnamese pharmaceutical companies: Brand awareness; Brand
associations; Perceived quality; and Brand loyalty. The impact level is as follows:
Perceived quality > Brand loyalty > Brand awareness > Brand associations. In this study,
the authors also found a high correlation amongst these two determinants of brand equity
(i.e. perceived quality and brand loyalty).

The study demonstrates Vietnamese pharmaceutical companies’ composition of
brand equity, and complements previous studies of other authors. However, due to limited
time and resources, the research was conducted on only a small scale. Future studies will
be continued on a larger scale and with more generalization. Policies to improve brand
equity are suggested through the following factors:

e Perceived quality factor: To increase perceived quality, the company must
invest in product innovations, change the product’s shape and packing
methods, researching and developing products to create products of higher
quality than other pharmaceutical brands’. Besides, they need to provide high-
quality customer services and conduct utilize valuation methods to offer the
best price and maintain a competitive edge over other brands.

e Brand loyalty factor: Brand loyalty can be improved by setting a reasonable
commission rate, paying attention to promotions to stimulate the market and
offering gifts on holidays and anniversaries for distributors, wholesalers, etc.

e Brand awareness factor: There are many ways to improve brand awareness.
The authors suggest the following ways: creating different brands, each being
connected to the parent brand, creating products of different and unique colors
and designs, increasing the use of leaflets on pharmaceutical products in
pharmacies and hospitals, offering free gifts-with-purchase with the
company’s logo, such as pens, raincoats, etc and utilizing emails and messages
to send notifications to target customers.

e Brand associations factor: The company should increase the frequency of
appearing in the media by advertising or interviewing and inviting celebrities
to serve as brand ambassadors to represent the company or products.
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