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Abstract: Building the brand equity becomes an important source of differentiation. The company needed to
improve competition, because the brand equity is very important to strengthen the company's
reputation.However, there are only few studies on beverage value from the consumers’ standpoint. And most of
the researches had focused in the variables of marketing mix influencing consumers, such as price,
communication, distribution or advertising. Congruence with this issue, the research have two objectives, the
first objective is understanding consumer mind through brand equity in purchasing a product and willingness to
pay premium price. The second is how the strategy should be done by a newcomer to the juice category. Based
on sample of 330 consumers, Structural Equation Modeling is used to test hypotheses. The research shows that
brand loyalty of juice is the most important dimension to build brand equity. In addition, a positive significant
effect is found for brand awareness and association. Meanwhile, weak support is found for the perceived quality
dimensions.Empirical support to the effect of juice’s brand equity impacts on the consumers’ purchase intention
and willingness to pay premium price. This research brings relevant implication to the manager of juice
production that should consider the relative importance of brand equity dimensions in their overall brand equity
evaluationsin creating the consumers’ purchase intention and willingness to pay premium price.
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I.  Introduction

The rapidly developing beverage industry in Indonesia makes Indonesia one of profitable hub for
beverage company. The phenomenon is that globalization development has increased the consumers’ need for
ready-to-drink (RTD) beverage as the income increase, lifestyle changes, beverage function shifts, need for
supplement nutrition increases and consumer’s demand for practicality increases.Kotler and Armstong (2008) stated
that brand is not only a name and symbol but also a key element in the relationship between company and consumer. The
importance of a brand is because it provides a media for the consumers to differentiate one similar product from another. For
that reasons, brand equity can be stated as a brand’s strength promising the value expected by the consumer in a
product so that the consumers will feel more satisfaction with the product used than with other similar products.
The competition is getting tighter between brand operated in the market, only product with strong brand equity
that will be able to compete, to seize and to master the market.However, there are only few studies on beverage
value from the consumers’ standpoint (Atilgan et al., 2005). And most of the researches had focused in the
variables of marketing mix influencing consumers, such as price, communication, distribution or advertising
(Yoo et al.,2000). Nevertheless, in the purchasing process, consumers are not only concerned about the price or
quality of a product or brand, but also other variables such as the brand equity or value.

Juice is a beverage with rapid growth in both volume and value in Indonesia. Considering a retail audit
conducted by Nielsen 20186, it can be found that juice grows 13% in value and 18% in volume from 2013 until 2015.
Based on Nielsen’s audit retail 2016, the market share of juice in Indonesia is covered 60% by two giants that are Minute
Maid and Floridina. The producer always attempts to produce and to offer the product that generates the consumers’
interestedness in purchasing in high frequency and repeatedly. In current research the authors wants to conduct a
research on juice beverage as the research object, by modifying and adding each indicator of each variable. The
objective of research is firstly to find out the factors affecting an individual in purchasing a product, when faced
with many choices, in which the authors will focus on the elements of brand equity including brand awareness,
perceived quality, brand association and brand loyalty, thereby generating purchasing intention (short-term) and
willingness to pay premium price (long term). Secondly, it aimed to find out what the newcomers, particularly
companies that will perform in juice, in order to be competitive along with the successful competitor in
beverage world.

Il. Literature Review
Relation Brand Equity,Purchase IntentionWillingness to Pay Premium Price
Building a strong brand has been the marketing priority for many companies today because it gives
some advantages of building and creating an identity for a company in the market, while becoming the main
source of competitive advantage (Aaker,2007). In the attempt of measuring the overall value of brand or
product, market researchers and manager have begun to study the concept of brand equity referring to a very
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great value the brand brings to consumers and producer. Stated that brand equity is a series of brand asset and
liabilities related to a brand, its name and symbol that adds and reduces the value a product or a service gives to
company and/or its customer. Explained asset of brand contributing to creating brand equity into five
dimensions, such as brand awareness, perceived quality, brand association and brand loyalty. The first
dimension is brand awareness. The second dimension is perceived quality or the perception on quality that can
be defined as customers’ perception on the whole quality or advantage of a product or service related to what
expected by the customers (Muafi and Effendi, 2001).

Meanwhile, according to Durianto, et al (2001), the discussion of customers’ perceived quality on
product and or attribute the product has (customers’ different interest). Perceived quality includes everything
related to how a brand is perceived so that through the identification of customers’ perceived brand quality, the
company can determine the measures to be taken in order to confirm the customers’ perceived brand quality the
company has. Perceived quality is affected by two dimensions: product quality and service quality
(Lindawati,2005).The third dimension of brand equity is brand association.The association is not only exists but
also has power level. Association is the attribute existing in the brand and it will be greater when customers
have many experiences with the brand. A variety of association remembered by consumers can be combined to
create brand image. Argued that brand association builds on three elements: perceived value, brand personality,
and organizational association. Brand association has certain power level and will be stronger as the consumers
experience with or exposure to the specific brand increases.

Considering the definition above, it can be concluded that brand association is everything related to
perception, trust and recall about a brand.The fourth dimension is brand loyalty. This measure can describe
whether or not a customer potentially switches to other brand offered by competitor, particularly when there is a
change in the brand, pertaining to either price or other attribute. A very loyal customer to a brand will not be
able to switch their purchasing to other brand, whatever occurring with the brand. Schiffman and Kanuk (2009)
stated that brand loyalty is that brand loyalty is assessed from brand attitude with repeated purchasing. The loyal
customers generally will continue the brand purchasing despite many alternative competitor product brands
offering the product with more superior characteristics viewed from a variety of its attribute aspects. If many
customers of a brand belong to this category, it means that the brand has strong brand equity.

Several definitions of purchase intention have been suggested by some previous researchers. Purchase
intention is the decision making process conducted by consumers before conducting purchase transaction over
certain product needed by the consumers (Anoraga, 2000). Febryan (2010) stated that purchasing interest can be
realized when the criteria consistent with the customers’ want. Purchase intention often does not come in the
mind sometimes becoming the customers’ reason of not purchasing product or service they have often
purchased. Purchase interest, according to Ferdinand (2006) can be identified through the following variables.
The first is transactional interest, the tendency to purchase a product. The second is preferential interest, the
interest representing an individual’s behavior with primary preference to the product. The third is exploratory
interest, the one representing an individual’s behavior always searching for information on the product he/she
prefers to support the positive characteristics of product.

Based on Porral, et al. (2013) study, it is mentioned that a brand attains premium price when the
number of customers willing to pay a product of a brand is larger than the number of those willing to pay the
similar product of other similar relevant brand (Aaker, 2007). Conceptually, some researchers describe premium
price as most useful indicators of brand equity (Blackstone, 1995;Aaker, 2007; Sethuraman, 2000). Netemeyer
et al (2004) defined the willingness to pay premium price as the number of consumers willing to pay to purchase
a brand they prefer compared with the similar/smaller brand. Similarly with Rio, Vazquez, and Iglesias (2001)
studying a relationship between the guarantee of a brand and the willingness to pay premium price stated that
the more positive the perception on guaranteed product, the more is the willingness to pay premium price among
the consumers.Then, overall brand equity affects dependent variable, purchase intention and willingness to pay
premium price.Many researches showed that the consumers that can identify the brand name in product category
tends to purchase the brand, because the well-known product is usually preferable than the strange one (Hoyer,
1990). Asif, et al. (2015) mentioned that brand awareness affects the establishment of brand equity. For that
reason, the brand will likely be taken into account in purchasing decision, when improving brand awareness of
certain juice brand. Therefore, the authors proposes the following hypothesis:

H;: There is an effect of brand awareness on brand equity.

The quality perceiver from the brand is because of their subjective perception process, involved in
decision process. Zeithaml (1988) mentioned the quality felt is the global result of different stimulus experience
that can be used as a global assessment on a brand’s competitive quality. For that reason, the authors proposes
the following hypothesis:
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H,: There is an effect of perceived quality on brand equity.

The consumers believe that when a product has a good brand association, it will affect their purchasing
behavior. This statement is confirmed by Korchia (2004) study finding that the product with a brand having
positive and unique association has high brand equity level. Brand equity level is clearly higher when there are
two unique and positive associations. Interestedness is dependent on the association in similar way to brand
equity. Maximum level is due to favorable and unique association. So, the following research hypothesis is
proposed.

Ha: There is an effect of brand association on brand equity.

Brand loyalty has been found affecting the brand equity directly and positively (Atilgan, et al.,2005). It
is confirmed by the research conducted by Subramaniam, Mamun, Permarupan and Zainol (2014) mentioning
that brand loyalty and brand image highly affects the brand equity. Out of the three factors included in
regression model, brand loyalty has a higher effect on brand equity compared with brand image and perceived
quality. For that reasons, the authors hypothesizes that brand loyalty of juice affects brand equity. Therefore, the
authors proposes the following hypothesis.

H,: There is an effect of brand loyalty on brand equity

Consumer-based brand equity has been considered as the condition or requirement for brand choice or
preference, in turn affecting the purchasing intention. Some studies showed positive relationship between the
dimensions of brand equity, brand preference and purchase intention (Vakratsas and Ambler, 1999;Myers,
2003). Therefore, the following hypothesis is proposed:

Hs: There is an effect of overall brand equity on purchase intention.

Brand equity likely affects the consumers’ willingness to pay premium price for a product or brand
(Arvidsson,2006). Brand equity in commercial brand affects the consumers’ response to the increased product
price, so that their response to price increase is more elastic (Keller, 2003). In addition, some researchers show
that the consumers are willing to pay higher price for the brands with positive brand association (Erdem, etal.,
2002; Netemeyer, etal.,2004). Therefore, the following hypothesis is proposed:

He: There is an effect of brand equity on willingness to pay premium price.

I11. Research Method

In this study we chose juices as product categories, as is widely popular in Indonesia. To analyze brand
equity, we chose two brands of the same product category, i.e Minute Maid and Floridina. Brands selected for
this study well-known, popular and available for Indonesian consumers at every point of sale. In accordance
with the analysis tools we use that Structural Equation Model (SEM). A three hundred thirty three respondents
are used as a research sample, and the number have met the minimum requirements of Hair et al. (2010), which
is n observations x 5, in which the number of observation variables are 30 questions.In operating variables, we
used five point likert scale as measurement scale, in which 1 indicates strongly disagree and 5 indicates strongly
agree. The pretest shows that the instrument is valid (factor loading >0.5), reliable (o= 0.663), and this construct
has been qualified (Hair et al.,2010).In our research, there are independent, dependent and intervening variables.
Those variables are as follows, first are independent variables includes brand awareness, perceived quality,
brand association and brand loyalty. The second are dependent variables in this research includes purchase
intention and willingness to pay premium price. The third is anintervening variable in this research is overall
brand equity. To measure brand awareness, there are four indicators used items suggested by Yoo, et al. (2000)
and Netemeyer, et al. (2004)and Fayreneand Goi (2011), referring to general knowledge of consumers about the
brand and their ability of distinguishing and identifying the brand over other competitors’ brand. Furthermore to
evaluate the perceived quality, there are four indicators. The items used are those from Porral, et al.(2013),
Baalbaki (2012); Anselmsson, et al. (2013) assessing the perceived quality regardless special attribute for
certain product category.

Assess brand association, there are seven indicators, in which we use the items used by Porral, et al.
(2013), Khan, et al. (2015); Chieng, et al. (2011). To measure brand loyalty, there are five indicators; we use a
variety of items suggested by Porral, et al. (2013), Anselmsson, et al. (2014) and Khan, et al. (2015) analyzing
whether or not the consumers are considered as loyal to certain brand and if the brand is the first choice, even if
they will not buy other brand when this brand is not available in the sale point. In the attempt of assessing
overall brand equity, there are four indicators. We use the items suggested by Porral, et al. (2013); Sanyal and
Datta (2011). In the attempt of evaluating purchase intention we use four indicators adopted by Porral, et
al.(2013); Khan, et al. (2015). For the willingness to pay premium price, there are three indicators. We use the
items suggested by Porral, et al.(2013); Anselmsson,et al. (2014).
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Measurements

Subsequently, from the measurement dimension displayed in the form of questionnaire, we conduct
validity and reliability test. Validity test is carried out using Confirmatory Factor Analysis by means of
considering Kaiser-Meyer-Olkin Measure of Sampling (KMO) andMeasures of Sampling Adequacy (MSA)
values. In this test, the value achieved should be more than 0,5, meaning that the factor analysis is appropriate or
suitable, and the research can be continued. The scale of all variables yielded valid values. The reliability test
obtained Cronbach Alpha value > 0,6, meaning reliable, or the indicators of all variables were reliable as the
instrument of collecting data in the research. In the next stage, the data was processed using Structural Equation
Modeling analysis method. SEM can explain the variable relationship complexly and the direct and indirect
effects of one or some variables on other variable (Hair, Black and Babin, 2013). Table 1 shows the
measurement scale and indicator used, and the latent variable to be analyzed.

V. Result

The measurement model is the one to determine the relationship between latent variables, determining
the variables affecting the change of value in latent variable, both directly and indirectly.The criteria of indicator
are considered as valid when it has loading factor > 0.5, with significant t-value (> 1.96). From the data
processed, it can be found that all values of loading factor are significant with t-value > 1.96 (0=5%). It means
that all indicator variables measuring the latent variable have valid value.Reliability test is used to show the
consistency of indicators in using each of its latent variables. The tests used are construct reliability and variance
extracted. The criteria of measurement test is that construct reliability should be > 0.7, while variance extracted
> 0.5. Our findings that most of testing values are above the tested criteria, except the reliability construct for
brand awareness existing on the accepted marginal limit (0.659), while variance extracted value for latent
variable (brand awareness) is below the tested criteria (< 0.5).

According to the results obtained for the structural modeling adjustment, ChiSquare is significant, so
that it could be considered a reliable indicator of model fit (Bollen, 1989). Other absolute measures of modeling
adjustment (Root Mean Square Error of Approximation) show good results, given that the former approach 0,05
value. GFI's value is still below the criteria (0,812), but the value according Hair, etal. (1998) is still in the stage
of acceptance limit (marginal acceptance level). For incremental value show good result > 0,9 value.From the
individual parameter test on the structural model shown that it can be seen that latent variables of brand loyalty,
brand association and brand awareness affect significantly brand equity with t-value more than 1.96 (level o =
5%). Meanwhile, from the model testing, it can be seen that overall model can be stated as good because the
coefficient of determinacy value is large enough, 0.866. It indicates that 87% of information in brand equity
variable can be explained by brand awareness, perceived quality, brand association and brand loyalty.

Table 2: Analysis of Structural Model and Test of Research Proposed Hypotheses

Latent Variable Exogenous— Endogenous | Estimation T-Value | Structural Equation | Remarks
Standardized Coefficient of
Determination (R?
Brand Awareness > Brand Equity 0,201 3,314 0,866 Supported
Perceived Quality > Brand Equity 0,045 0,490 Not Supported
Brand Association - Brand Equity 0,267 2,640 Supported
Brand Loyalty = Brand Equity 0,672 5,539 Supported
Brand Equity - Purchase Intention 0,944 12,050 0,890 Supported
Brand Equity > Willingness Premium Price 0,868 15,669 0,753 Supported

From the four factors affecting brand equity, brand loyalty has the largest direct effect of 45%
(=0.672°*100%). Meanwhile the latent variable with smallest effect on brand equity is perceived quality, 0.02%
(= 0.045?*100%). The relationship of brand equity to purchase intention and willingness to pay premium price
is indicated with structural relationship between endogenous latent variable. From the two parameter tests, it can
be found the significant value (t-value>1.96) and R value 89% and 75% so that the result of test shows that
information from latent variables of purchase intention and willingness to pay premium price can be explained
well by brand equity. This model shows that the direct effect of brand equity on purchase intention is 89%
(=0.944?*100%), while direct effect of brand equity on willingness to pay premium price is 75%
(=0.868"*100%).

From Table and Figure 2, summarizing the result of first hypothesis (H,) testing, it can be found that
the result of analysis supports H;, brand awareness affects brand equity. The second is perceived quality (Hy)
testing, it can be found that the analysis does not affect hypothesis that there is an effect of perceived quality on
brand equity of product.From the result of third hypothesis (H3) testing, it can be found that brand association
supports hypothesis that there is an effect of brand association on the establishment of a product’ brand
equity.From the result of fourth hypothesis (H,) testing, it can be found that the analysis supports the hypothesis
that there is an effect of brand association on a product’s brand equity establishment. From the result of fifth
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hypothesis (Hs) testing, it can be found brand equity affects purchase intention.From the result of sixth
hypothesis (Hs) testing, it can be found that brand equity affects the willingness to pay premium price.
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Figure 2. Path Diagram T-Value

Output of path diagram is shown in figure 2, in which hypothesis 1 (brand awareness affects to juice
overall brand equity) is supported (t value= 3.314), hypothesis 2 (perceived quality affects to juice overall brand
equity) is not supported (t value= 0.490), hypothesis 3 (brand associationaffects to juice overall brand equity)
issupported (t value = 2.640), hypothesis 4 (brand loyalty affects to juice overall brand equity)is supported (t
value = 5.539), hypothesis 5 (Overall brand equity affect to juice purchase intention)is supported (t value =
12.050) and hypothesis 6 (Overall brand equity affect to juicewillingness to pay premium price)is supported (t
value = 15.669). All the hypothesis are supported except hypothesis 2, this is not consistent with the previous
researches, such as Porral, et al. (2013), Jalilvand, et al. (2011), Severi danLing (2013);Khan, et al. (2015)
which stated that perceived quality, influenced the overall brand equity.

V. Discussion

Based on summarizing the result of first hypothesis (H;) testing, it can be found that the result of
analysis supports H;, brand awareness affects brand equity. This result of research confirms the result of
previous studies (Asif, et al., 2015 andPorral, et al., 2013) finding that brand awareness affects the establishment
of brand equity of product. From the result of second hypothesis (H,) testing, it can be found that the analysis
does not affect hypothesis that there is an effect of perceived quality on brand equity of product. It is in line with
the result of previous study (Atligan, et al., 2005) finding that perceived quality has weak value on creating
brand equity in beverage product. From the result of third hypothesis (Hs) testing, it can be found that brand
association supports hypothesis that there is an effect of brand association on the establishment of a product’
brand equity. It is also in line with Porral, et al. (2013) stating that brand association affects significantly a
product’s brand equity. If brand association improves, the brand equity of product would improve because it is
viewed from its result, that is, affecting positively.From the result of fourth hypothesis (H,) testing, it can be
found that the analysis supports the hypothesis that there is an effect of brand association on a product’s brand
equity establishment.

It is in line with Asif, et al. (2015); Porral, et al. (2013) stating that there is a positive significant effect
of brand loyalty on brand equity of a brand. From the result of fifth hypothesis (Hs) testing, it can be found
brand equity affects purchase intention. It is in line with Morandi and Zarei (2015); SenthilnathaandTharmi
(2011); Huang, et al. (2014) mentioning that brand equity affects purchase intention. From the result of sixth
hypothesis (He) testing, it can be found that brand equity affects the willingness to pay premium price. It is in
line with Porral, et al. (2013),Anselmsson, et al. (2014),andKempen (2004) finding that there is a positive
significant relationship between strong brand equity and willingness to pay premium price.In the managerial
practice, the outcome of this research has given valuable feedbacks which can be used for designing different
strategies to attract customers with emphasizing on brand equity of the products and services. Marketers should
remember that there are some factors influence consumer’s perception towards brand equity. Based on the
results from this research finding, marketers should prioritize brand equity constructs as their strategy to attract
potential customers because it does show significant direct the dimensions of brand equity to purchase intention
and consumers’ willingness price.
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Limitations and Future Research

The limitations of research are firstly related to place (location), because the respondents are limited to
those in Indonesia (Greater Jakarta). This fact gives a provisional character to the conclusions reached, and we
understand that for this reason it is not possible to broadly generalize our conclusions.We consider that the
present research provides a good approach to the RTD juices in Indonesia market, despite future research should
include some other countries and markets, in order to analyze whether the obtained results may be
generalized.Second, we should address other interesting dimensions of brand equity that have been proposed in
the literature, but we have not addressed in this study, such as the country of origin,brand attitude, brand
preference, advertising, promotion, price, product quality, and other factors affecting purchase intention and
willingness to pay premium price.Finally, our study is focused in one unique product
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