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Abstract 

 

The thesis deals with the myth about sales promotion causing a brand’s equity to decrease. 

In the past years, marketers have focused more and more on using sales promotion at the 

cost of advertisement. The thesis has analyzed what effects sales promotion has on different 

brand equity assets. Furthermore, the thesis analyzes how the decision making process of a 

consumer is affected by sales promotion, and at the end, suggestions on how marketers can 

use sales promotion to create brand equity will be elaborated on.  

 

The findings of the thesis show that there is some truth to the myth about sales promotion 

decreasing brand equity. The two brand assets that are negatively affected by sales 

promotion are price, quality and in some cases brand meaning. The thesis found out that by 

using sales promotion, the internal reference price of a brand can be lowered, and 

furthermore, the perceived quality can also be lowered. 

However, the thesis found out that sales promotion has a positive effect on brand equity 

assets such as: Awareness, brand meaning, brand evaluation and brand relationship.  

 

Sales promotion’s effect on a consumer’s buying decision making process can be divided into 

two categories. Consumers who make buying decision based on either the central route or 

the peripheral route, according to the ELM. The thesis found out that consumers who took 

the peripheral were more receptive to use sales promotion as the only factor to by the 

product.  

The thesis’ suggestions for marketers are to be aware of the fact that when they introduced 

a new or unknown brand, sales promotion could have strong negative effect on consumers’ 

internal price reference and perceived quality.  

However, marketers could use sales promotion to build brand equity by increasing 

awareness, brand meaning and evaluation of the brand, and also increase brand switching. 
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1.0 Introduction 

Sales promotion has always been a part of the marketing process and until the 1980’s, 

advertising was the preferred tool used to reach consumers. However, sales promotion has 

never been the foundation of building brand equity according to marketers (Belch & Belch, 

2007). Recently, the importance of sales promotion has increased dramatically compared to 

advertising. The allocation of the marketing budget has been reallocated, so that sales 

promotion account for a bigger percentage of the spending than ever before. It is estimated 

that marketers spend between 60% and 75% of their promotional budget on sales 

promotion (Belch & Belch, 2007). From 1978 to 2001 sales promotion spending increased 

from 33% to 61% of firms’ marketing budget. This growth occurred largely at the expense of 

advertising, whose effects play out over a longer time frame and are thus more difficult to 

measure. Advertising spending fell from 40% to 24% of marketing expenditures during this 

the same period (Lodish, Leonard. M et al., 2007).  

Companies known for their advertising investments have also reallocated their money from 

advertising to sales promotion. From 1997 to 1998 Procter & Gamble’s advertising budget 

decreased 3.4%, Philip Morris 4.1%, Bristol-Myers Squibb 22.3%, Johnson & Johnson 11.3%, 

Mars inc. 11%, Kellogg Co. 19.7%, Hershey Foods 7.4%, Colgate-Palmolive 4.7%, Quaker Oats 

5.1%, and Nabisco 3.9% (Low, George. S et al., 2000).  

The reallocation of the promotional budget concerns many marketers who see advertising as 

the main builder of brand equity, and sees sales promotion only contributing a little or even 

eroding brand equity. A major reason that spending on sales promotion has increased since 

the 1980’s is that the sales promotion industry has matured over the past decades. It has 

increased in sophistication, has become an important tool in strategic decision making, and 

has become a vital factor in companies’ IMC1 program (Belch & Belch, 2007).   

 

Other factors that have increased the importance of sales promotion are the fact that the 

power of retailers has grown (Belch & Belch, 2007). Retailers used to be passive distributors 

of brands, but in recent years the power of retailers has changed due to gaining access to 

more information about the brands that they sell. Decline in brand loyalty is another factor 

that has changed the value of promotion. People today are purchasing more on the basis of 

                                                           
1
 Integrated Marketing Communication 
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price, value, and convenience. From 2003 to 2005, the global private-label market share 

grew a staggering 13% (Lodish, Leonard. M. et al., 2007). Furthermore, people are 

conditioned to look for the best deals and may switch back and forth between different 

brands. Increased promotional sensitivity means that consumers do purchase more products 

if there is a promotional incentive added to the brand. Many purchase decisions are made at 

the point of purchase by consumers who are increasingly time sensitive.  

Belch and Belch (2007) state that up to 70% of purchase decisions are made in the stores 

where people are very likely to respond to promotional deals. Consumers are 50% more 

price sensitive than they were 25 years ago (Lodish, Leonard. M et al., 2007). Each year 

consumer product companies are launching nearly 30,000 new products. Many of these new 

products often lack any significant advantages that can be used. This may make it difficult to 

create an advertising campaign which can be used to make people try the new product. 

Instead, the companies use promotion to encourage consumers to try the brand (Belch & 

Belch, 2007).  

 

Furthermore, retailers favor new brands with strong sales promotion, because it will boost 

their sales and profits. The fact that brand managers are often rewarded on short-term 

results such as quarterly sales and profits results, fast returns on investment, as well as 

market expansion makes sales promotion a vital tool for brand managers (Lee, 2002). 

Fragmentation of the consumer market does also encourage sales promotion because the 

mass media get less and less affective. The companies turn to promotion where they tailor 

their campaign to specific regional markets. The companies are focused on short-term 

results which can be achieved by promotional activities. 

Sales promotion is an effective tool to attract customers in a competitive environment. More 

and more companies work together with retailers referred to as co-marketing whereby 

manufacture collaborates with an individual retailer to create a customized promotion.  

The last factor that has helped increasing the importance of sales promotion is clutter, 

because promotional offers can break through the clutter (Belch & Belch, 2007). In recent 

surveys, seven out of ten consumer-goods managers, stated pricing pressure and shoppers’ 

declining loyalty as their primary concerns (Lodish, Leonard. M et al., 2007). 
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2.0 Problem Field 

Though marketers have been using sales promotion at the cost of advertising, there are 

critics concerned about the effect sales promotion has on brand equity. Critics argue that 

sales promotion comes at the expense of brand equity. It is argued that sales promotion 

contributes to the destruction of brand equity as it encourages consumers to purchase 

primarily on the basis of price (Belch & Belch, 2007).  

Proponents of advertising argue that to differentiate their brands and charge premium 

prices, they must maintain strong brand equity. They argue that advertising is still the most 

effective way to build long term brand equity. 

Advertising informs consumers of a brand’s features and benefits, creates an image, leads to 

higher prices, lowers the price elasticity, create greater competitiveness, and helps to build 

and maintain brand loyalty (Belch & Belch, 2007). Sales promotion could decrease the value 

of a brand in the minds of the consumer by only focusing on the price and not its other 

attributes. It is interesting to look at whether sales promotion really does erode brand equity 

and what effects sales promotion has on dimensions such as consumers’ price perception, 

brand choice, brand switching behavior, evaluation of brand equity etc. With that in mind 

the research will focus on sales promotion’s effect on consumers’ perception of a brand. The 

following problem statement has been created. 

3.0 Problem Statement 

How does sales promotion affect the consumers’ perception of a brand and how could brand 

managers benefit from using sales promotion? 

To answer the problem statement three research questions have been created: 

 How does sales promotion affect a brand’s equity? 

 What effect does sales promotion have on the buying decision making process in the 

minds of the consumers? 

 How can marketers build brand equity by using sales promotion? 

4.0 The Aim of the Thesis 

The main issue is that more and more marketers are using sales promotion instead of 

advertising to communicate the brand to the consumers. As stated in the introduction, 
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critiques argue that sales promotion only contributes a little or negatively towards building 

brand equity. The problem occurs when marketers only use sales promotion. Marketers use 

sales promotion as the main factor for consumers to buy the product. Thereby, other 

companies will be trapped in a prisoner’s dilemma game2, driven by the perceived need to 

match competitor’s moves and minimize short-term losses, because competition and short-

term losses are the primary forces driving a brand manager (Lee, 2002). As a result, other 

firms will turn to sales promotion.  

To demonstrate the effect of the prisoner’s dilemma game, one can see in Figure 1, two 

companies (Manufacturer 1&2) competing against each other. If both of them do not use 

sales promotion, they will both get an outcome of 3 which is the best outcome the two 

companies can achieve from the market because both companies will gain the best baseline 

results compared to each other. However, if one of them uses sales promotion and the other 

not, the one who uses sales promotion will get an outcome of 4 and the other company will 

only get an outcome of 1. This in turn will result in that both of the companies will use sales 

promotion and get an outcome of 2, which is less than if they both did not use any sales 

promotion. 

 

Figure 1 – Prisoner’s Dilemma Game, Source: Kahn, Barbara E., (1997) 

 

Companies will use the lowest common denominator to compete with each other. By only 

focusing on the price, the product will turn into a commodity where the price is the most 

important sales factor. For companies to compete in a price oriented market, it is important 

                                                           
2
 The prisoner’s dilemma game is a fundamental problem in game theory that demonstrates how to why two 

parties (companies, people etc.) might not cooperate even if it is in both their best interest to do so. (Kahn & 
McAlister, 1997) 
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for them to have the most attractive price. The result could be that the quality of the 

products could be neglected and in the long run the consumer will stand with a product of 

inferior quality.  

 

Since critics argue that sales promotion has a negative effect on brand equity, marketers 

have to decide whether or not sales promotion should be a part of their promotional 

campaign and to what extent.   

The issue appears when marketers have to decide if they should use sales promotion or 

advertising to communicate to the consumers. High brand equity is known for giving the 

brand additional brand value, covers the scopes of corporate future cash flow; positions the 

brand of the corporation in consumers’ minds, as well as forms consumer perceptions, 

attitudes and behaviors about a brand. Recognizing the value of brand equity, companies 

must be concerned about how to build and increase brand equity (Aaker, 1991). 

The aim of the thesis is to explain how sales promotion affects a brand’s equity, to enlight 

how marketers could use sales promotion and still be able to build or maintain brand equity 

and whether sales promotion has a negative or positive effect on brand equity. The thesis 

aims to help marketers in different companies to make the right decision when choosing the 

strategy to communicate to the consumers: and how it can be done through sales 

promotion. 

5.0 Definitions 

In the following section, the thesis will define two central words: sales promotion, and brand 

equity. 

5.1 Sales promotion  

Sales promotion can be defined as “a direct inducement that offers an extra value or 

incentive for the product to the sales force, distributors, or the ultimate consumer with the 

primary objective of creating an immediate sale” (Belch & Belch, 2007).  In short, sales 

promotion adds value to the product or service which is sold; it appeals to the pocketbook 

and provides an incentive for purchasing the brand. Sales promotion is essentially an 

acceleration tool, designed to speed up the selling process and maximize sales volume. By 

providing an extra incentive, sales promotion techniques can motivate consumers to 
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purchase a larger quantity of a brand or shorten the purchase cycle of the trade or 

consumers by encouraging them to take immediate action (Belch & Belch, 2007). The ideal 

sales promotion program generates sales that would not be achieved by other means, by 

attracting new consumers. Blattberg and Neslin (1990) define sales promotion as a 

marketing event relevant to the concentration of sales activities, which aim at resulting in 

direct affect on consumer’s buying behavior. 

 

Sales promotion can be divided into two major categories: consumer-oriented sales 

promotion and trade-oriented sales promotion. Consumer-oriented sales promotion 

includes: sampling, couponing, premiums, contest and sweepstakes, refunds, rebates, bonus 

packs, price-off, frequency programs, and event marketing. It is a short-term incentive 

targeted directly at consumers, and functions as an incentive to buy the brand. Consumer-

oriented sales promotion functions as a pull strategy3. The brand spends money on sales 

promotion efforts directed towards the ultimate consumer. The goal is to create demand 

among consumers and encourage them to request the product from the retailer (Belch & 

Belch, 2007).  

 

Trade-oriented sales promotion consist of: dealer contest and incentives, trade allowances, 

point-of-purchase displays, sales training programs, trade shows, cooperative advertising, 

and other programs designed to motivate distributors and retailers to stock a product and 

make an extra effort to sell it to the consumers. Trade-oriented sales promotions function as 

a push strategy4. The product is pushed through the channels of distribution by selling and 

promoting the item to the resellers. Many marketing programs include both trade- and 

consumer-oriented promotions to maximize the result.  

5.2 Brand Equity 

Brand equity can be divided into financial brand equity and consumer based brand equity. 

Franzen (1999) collected 23 definitions on how to define financial and consumer based 

brand equity. One of them is “The finance value” added when a product is sold branded 

versus unbranded (see the remaining in Appendix 1).  

                                                           
3
 Pull strategy is defined as consumers requesting the product themselves (Belch & Belch, 2007)   

4
 Push strategy is defined as the company creating consumer demand for a products (Belch & Belch, 2007) 
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Consumer based brand equity can be defined as “The differential effect that brand 

knowledge has on consumer response to marketing-activity” (Keller, 2008).  

The difference between financial brand equity and consumer based brand equity is that 

financial brand equity focuses on the brand when it is sold, whereas consumer based brand 

equity focuses on the brand before it is sold. 

To analyze financial brand equity, one uses only quantitative data such as stock price, price 

premium, brand revenue, and brand cost. For consumer based brand equity, one uses 

qualitative data such as interviews and surveys to analyze how consumers feel about the 

brand. Here forth, the thesis will use the term “brand equity” to mean consumer based 

brand equity.  

Brand equity provides value to consumers by helping the consumers in the information stage 

of a purchase. Brand equity can store large quantities of information about the brand. Brand 

equity can affect customers’ confidence in the purchase situation. As part of its role adding 

value for the consumers, brand equity has the potential to add value to the firm by 

generating cash flow. It enhances the effectiveness of marketing programs, can create brand 

loyalty, and high brand equity allows higher margins by permitting both premium pricing and 

reduced reliance upon monetary promotions (Keller, 2008). Brand equity can set a platform 

for brand extensions. It can give trade leverage; a brand with strong brand equity gets shelf 

space in the distribution channels (Aaker, 1991).  

Martin and Brown (1991) suggested that brand equity comprised five dimensions which 

consist of perceived quality, perceived value, brand image, trustworthiness, and 

commitment. However, the brand itself holds both intangible and abstract characteristics, 

and there are no fixed and universal brand equity measures that are suitable for all 

industries.  

According to Aaker (1991), brand equity consists of: Brand loyalty, brand awareness, 

perceived quality, brand associations, and other proprietary brand assets. Keller (1998) 

defines brand equity as “the differential effect” that brand knowledge has on consumer 

response on the marketing of a brand. 

In other words, brand equity is an added value to a brand which consists of different brand 

assets. 
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6.0 Delimitation 

Due to the problem statement the thesis will work with brand equity as a consumer based 

brand equity and therefore only focus on consumer-oriented sales promotion.  

Aaker’s model consists of other proprietary brand assets which the thesis will not be 

elaborated on, because they are about patents, trademarks, and channel relationships etc. 

and will not be affected by sales promotion. 

Kapferer’s model explains that in order to find the value of brand equity, one has to subtract 

the cost of making the brand. However, for the thesis it is only important to look at the five 

brand assets that make out brand equity and therefore the thesis will not look at the other 

aspects of the model. 

7.0 Method 

In the following section, it will be explained which methodical considerations have been 

made, and which methodical approaches have been used for the thesis. 

7.1 Methodology 

The thesis is partly an explorative research and partly problem solving/normative research. 

The explorative approach will be used in the research questions “How does sales promotion 

affect a brand’s equity?”, and “What effect does sales promotion have on the buying 

decision process in the minds of the consumers?” This is because relationships and 

phenomena that will be researched are less known or unknown in these questions 

(Andersen, 2003).  

The last research question “How can marketers build brand equity by using sales 

promotion?” has a problem solving/normative research approach because concrete 

suggestions on how to solve this question will be explained (Andersen, 2003).  

To answer the problem statement, it is chosen to answer it through the three research 

questions mentioned above. 

 

Due to the thesis’ nature, there will only be used qualitative methods. The central idea in 

qualitative methods is that through different forms of data collection, one will develop a 

deeper understanding of a complex problem. Furthermore, there will only be used 

qualitative empirical data in the analysis of the problem statement, because it is estimated 
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that there is enough existing qualitative material to make an analysis of the problem 

statement.  

 

The approach to the thesis is a deductive approach because there is an interest in seeing if 

the practical findings match with the theoretical ones. The thesis’ approach to the first 

research question5 will be based on the relevant theory that will create theoretical findings 

for the research questions. These findings will attempt to answer the research question 

through the chosen theories. Thereafter, the thesis will use empirical data in order to 

compare the theoretical findings to either support or contradict the findings (see Figure 2) 

(Andersen, 2003). Research question 26 is almost exclusively made of several theories, in 

order to get a broad perspective on consumers buying behavior. Research question 37 will 

sum up the findings from research questions 1 and 2 and make specific recommendations on 

how to use sales promotion to build brand equity. 

 

Figure 2 – Methodical Procedure, Own Creation 

  

                                                           
5
 How does sales promotion affect a brand’s equity? 

6
 What effect does sales promotion have on the buying decision making process in the minds of the consumers? 

7
 How can marketers build brand equity by using sales promotion?  
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7.2 Hermeneutic 

Based on the approach and the nature of the problem statement, it is chosen to use a 

hermeneutic approach8.   

Society researchers who study society through a hermeneutic approach must be aware that 

they have to interpret individuals which already are interpreted; social actors interpret 

themselves, others, and the world.  

 

Anthony Gidden9 (Gilje & Grimen, 2004) claims that the art of society science is built on 

double hermeneutics. On the one hand, researchers have to deal with a world that already is 

interpreted by social actors themselves. As a result, researchers cannot omit the social 

actors’ perception and view of themselves and their surroundings. On the other hand, 

researchers have to do research and via theoretical concepts reconstruct the social actors’ 

view on the basis of a society-science language. Furthermore, researchers have to go further 

than the self-perception of the social actors. There will always be a meaning behind people’s 

expressions which one can analyze, and it is those expressions and actions the hermeneutic 

approach tries to understand through interpreting in a continuous process (Figure 3).  

 

The goal for the thesis is through the hermeneutic approach to interpret and understand the 

qualitative empirical data and theory to form an interpretation to answer the research 

questions (Gilje & Grimen, 2004). 

A ground idea in the hermeneutic approach is that everybody will only understand 

something based on their own background and knowledge. Nobody sees the world without 

prejudice or pre-conditions. As Hans-Georg Gadamer10 claims: “(…) it is prejudice and pre-

conditions which determine what one will be able to understand” (Gilje & Grimen, 2004). As 

a start, the thesis is written for marketers and students in the field of marketing. As 

mentioned above, in order to understand the thesis, it is required to have some knowledge 

in the field of marketing to be able to comprehend the thesis. Based on the hermeneutic 

approach, the thesis is aware of the fact that the empirical data collected are already 

                                                           
8
 Hermeneutic approach is the process of understanding a subject from parts of a whole to a global understanding of the 

whole    subject and back to individual parts in an iterative manner (Gilje & Grimen, 2004). 
9
  British sociologist, who is renowned for his theory of structuration and his holistic view of modern societies 

10
 Was a German philosopher of philosophical hermeneutics 

http://en.wikipedia.org/wiki/United_Kingdom
http://en.wikipedia.org/wiki/Sociology
http://en.wikipedia.org/wiki/Theory_of_structuration
http://en.wikipedia.org/wiki/Holism
http://en.wikipedia.org/wiki/Society
http://en.wikipedia.org/wiki/Germany
http://en.wikipedia.org/wiki/Philosopher
http://en.wikipedia.org/wiki/Hermeneutics


 

17 
 

interpreted and therefore the data interpretation will be critically analyzed and different 

empirical evidence will be used to compare results from the different data collection. 

 

A central part of the hermeneutic approach is the hermeneutic spiral (Figure 3). Its idea is 

that one has to have interpreted the whole work to be able to interpret the different parts 

of the work and vice versa. According to Charles Taylor11 (Gilje & Grimen, 2004), 

interpretation is an attempt to explain and find a meaning for an object, which on the 

surface appears unclear. Gadamer (Gilje & Grimen, 2004) argues that, in order to get a 

correct interpretation, one has to see the connection between the parts and the whole work 

itself.  Through the use of the hermeneutic spiral, the different parts of the thesis will be 

interpreted such as the theory used and empirical data collected in order to understand the 

research questions.  

 

 

Figure 3 – The Hermeneutic Spiral, Own Creation 

As Figure 3 shows, the single parts which consists of theory and empirical data can only be 

understood through interpretation and understanding of the whole thesis and vice versa, 

which means that the thesis constantly collects new empirical data. The thesis will jump 

between the different theories and empirical data which is the base for the analysis, which 

again will be part of the problem statement. This means that the problem statement 

continuously will be looked on from different perspectives, which will result in a conclusion 

                                                           
11

 A Philosopher in the field of political and social science philosophy 
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of the problem statement. The hermeneutic spiral will be used as a method of navigation 

and as a result, the thesis will be marked by a constantly reflection on the single parts of the 

thesis and its meaning for the problem statement (Gilje & Grimen, 2004). 

7.3 Theory of Science 

The thesis deals with a society problem and is of explorative nature, because it deals with a 

relevant issue in the field of marketing, which is important to explain. In order to accomplish 

that, there have been developed research questions to solve this complex issue.  

The theory of science for the thesis is of social constructive nature, which means that the 

reality is a social construct, which exist in individuals and/or in collective minds. This means 

that there is not one real truth, but several competing truths. It cannot be concluded if the 

one “truth” is more correct than the other “truth” (Andersen, 2003). Due to the social 

constructive nature of the thesis, it will also affect the analysis part of the thesis, because 

the authors’ background will have an influence on how the empirical data used for the thesis 

is decoded and interpreted.  

 

According to the social constructive theory, there is nothing that is objective and likewise in 

the thesis, there will be nothing that is objective, but will be marked by the authors’ opinion 

and background on how the empirical data and theory is interpreted. The thesis should not 

be seen as a subjective analysis of a society problem, but as one of many answers on how 

the problem could be solved. 

7.4 Empirical Data / Critique  

As stated in 7.1 Methodology, the thesis will use secondary empirical data. The secondary 

empirical data consist of scientific journals and various books. The scientific journals are 

found through the database “Business Source Complete” from the library of Copenhagen 

Business School. The scientific journals were found by a keyword search which consisted of 

following words: sales promotion, brand equity, price perception, quality perception, 

consumer behavior, brand choice, brand switching etc. Furthermore, the thesis uses the 

references of the specific scientific journals to find more information about specific topics.  

It can be argued if the use of only secondary empirical data is enough for a thesis and also if 

the secondary empirical data is up to date since we are in the middle of a financial crisis 

which potentially can change the consumer’s buying pattern.   
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7.5 Structure 

In this section, the structure of the thesis will be presented.  

The thesis is divided into 5 parts where each can contain several chapters. As seen in Figure 

4, part one consists of chapters 1 to 7, which gives the reader the aim of the thesis, the 

problem field and statement, and the methodology approach. This part serves as the 

background information for the thesis.  

Part two consists of chapters 8-9. Chapter 8 provides the reader with an understanding of 

how the thesis defines brand equity and what is thought to be the most important assets for 

measuring brand equity. Chapter 9 answers research question 112 of the problem statement. 

The chapter is divided into 6 sections where each part represents an asset of the thesis’ 

brand equity model. The chapters are each representing a theoretical approach to the 

question, and includes empirical evidence to either confirm or reject the theoretical findings. 

Part three consists of chapter 10 which answers research question 213 of the problem 

statement. This chapter will consist of a theoretical approach on how to answer the 

question. However, empirical evidence is also included to back up the theoretical findings. 

Part four consists of chapter 11 which answers research question 314 of the problem 

statement. This chapter consists of the findings from the two previous parts (2 and 3). 

Part five consists of chapters 12 to 13 which include the conclusion and alternative 

perspectives. 

                                                           
12

 How does sales promotion affect a brand’s equity? 
 
13

 What effect does sales promotion have on the buying decision making process in the minds of the consumers? 
 
14

 How can marketers build brand equity by using sales promotion? 
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Figure 4 – Structure, Own Creation 

  

• Ch.1          Introduction

• Ch.2          Problem Field

• Ch.3          Problem Statement

• Ch.4          The Aim and Goal of the Thesis

• Ch.5          Definitions

• Ch.6          Delimitation

• Ch.7          Method

• Ch.8          Brand Equity - A Theoretical Approach

• Ch. 9         Sales Promotion's Effect on Brand Equity 
(Question 1)

• Ch.10          Sales Promotion's Effect on the                
Buying decision Making in the Minds of the 
Consumer (Question 2)

• Ch. 11          Obtain Brand Equity From Sales Promotion 
(Question 3)

Ch. 12          Conclusion

Ch.13           Alternative Perspective
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8.0 Brand Equity - A Theoretical Approach 

As there is no unity about how to create brand equity, the thesis will analyze the most used 

theories in the field of brand equity, and create the thesis’ own building blocks for creating 

brand equity. 

To analyze how sales promotion can affect a brand’s brand equity, the thesis will start with a 

theoretical approach to analyze which assets are most important to measure brand equity. 

This chapter will create a framework of assets that will be used to analyze how sales 

promotion can affect brand equity. After the theoretical approach the thesis will include 

models of brand equity measurement from the most used advertising and media companies, 

to make the findings (the assets which will be used to analyze if sales promotion has an 

effect on brand equity) more pragmatic. 

The goal is to develop an operational framework that can be used to measure or indicate the 

effect that sales promotion can have on brand equity. This section will examine Giep 

Franzen’s, David Aaker’s, Kevin Lane Keller’s and Jean Noël Kapferer’s contribution to the 

field of brand equity. These four theorists were selected because they are the most quoted 

and used theorists in the field of brand equity (Franzen, 1999). To make the result more 

pragmatic, the thesis includes the brand equity models of Millward Brown and Young and 

Rubicam which are highly quoted and used around the world (Franzen, 1999).  

8.1 Franzen’s Brand Equity Model 

Franzen (1999) suggests that brand equity consists of seven stages (see Figure 5). Franzen 

uses a pyramid to illustrate the hierarchical progress a consumer runs through. As 

illustrated, many consumers might have heard of the brand (awareness) which is visible at 

the bottom of the pyramid as it is wider than the top. Only a few of them are brand loyal, 

which the pyramid illustrates as it gets narrower. This way one can illustrate many different 

kinds of pyramids, where market leaders will have a relative wide pyramid and niche brands 

will have a relative thin pyramid.  
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Figure 5 – Franzen’s Brand Equity Model, Source: Franzen, (1999) 

The first stage of the pyramid is brand awareness. Awareness is the base for brand equity, 

because it is necessary to be aware of the brand before it can be part of the consumer’s 

buying considerations. Brand awareness is however said by Franzen not to be enough. A 

brand can have high awareness without being considered by the consumer.  

Stage two refers to brand meaning or brand knowledge. Franzen (1999) suggests that the 

origin, company, category associations, functional attributes, consumer benefits, and 

symbolic attributes are all part of how to describe the brand. Consumer’s associations are 

important for the brand. For this, Franzen (1999) refers to the famous blind test of Coca 

Cola, where Coca Cola tasted better once the consumer knew that it was Coca Cola.  

The third stage is differentiation. This stage is about how differentiated consumers relate the 

brand from its product category.  

 The fourth stage is price/quality assessment. Perceived quality is a relative concept: 

perception of the quality of individual brands occurs in a competitive context. Analyses of 

the PIMS15 show that perceived quality is the single most important variable affecting 

companies’ profitability.  

                                                           
15

 The Profit Impact of Market Strategy Database 
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Stage five is overall evaluation (attitude). This stage represents consumers’ attitude towards 

the brand captured by the previous mental stages. It shows if the consumer likes or dislikes 

the brand, if it is the only brand the consumer buys etc.  

Stage six is buying behavior tendency which is a probability of future buying behavior. 

Rossiter and Percy (2000) made a segmentation of the behavior for consumers: New 

category users, brand loyal, favorable brand switchers, other brand switchers, and other 

brand loyal. In this stage it is important to score high on brand loyal and favorable brand 

switchers.  

The last stage is brand relationship. This stage shows the loyal consumers’ relationship 

towards the brand. The benefit for a company, if consumers reach this step, is a stable sale, 

less price sensitive consumers, and a higher margin.  

The description of Franzen’s brand categories provides a good overall overview of brand 

equity and therefore, the thesis will use Franzen’s model as a framework for the thesis’ own 

brand equity model.  

In the following section, Aaker’s brand equity model will be examined.  

8.2 David Aaker’s Brand Equity Model 

Aaker’s brand equity model consists of brand awareness, brand association, perceived 

quality, brand loyalty which will be elaborated on in the following section (Figure 6).  

 

Figure 6 – Aaaker’s Brand Equity Model, Source: Aaker, (1991) 

8.2.1 Brand Awareness 

Brand awareness is the ability of potential buyers to recognize or recall that a brand is a 

member of a certain product category. The level of awareness can be grouped into four 

stages of brand awareness (see Figure 7). The first stage is where consumers are unaware of 
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the brand. The second stage is brand 

recognition; given clues, consumers can 

recognize the brand in the category. The 

third stage is brand recall; customers can 

recall the brand without clues. The final 

stage is top of mind; given the category 

the top of mind brand will be the first 

brand that comes into customers minds 

(Aaker, 1991).  

Aaker mentions that although a brand has a high level of awareness in the consumers’ 

minds, it is not the same as consumers are willing to buy the brand. The brand should also 

be relevant for the buyers before they consider the brand. On the contrary, without brand 

awareness, the consumer would not know the brand and therefore may not consider it. 

Aaker states that the recognition (or familiarity) effect exists, which means that a consumer 

could choose to buy a brand just because it is familiar (Aaker, 1991). 

8.2.2 Brand Associations 

The value of a brand is often related to specific associations linked to it. Associations might 

include a celebrity spokesperson, product attribute or particular symbol. Brand associations 

are driven by brand identity, which represents what the company wants the brand to 

associate with in the customer’s mind. Positive brand associations help building brand equity 

and often the purchase decision is made because of the associations a consumer links to a 

brand. Brand associations are consumers’ evaluation of the company’s whole 

communication of the brand’s identity (Aaker, 1991). 

8.2.3 Perceived Quality 

Perceived quality is a brand association. It may differ from actual quality for a variety of 

reasons, such as a previously damaged image. And because of that, consumers may not 

believe in new claims and don’t even take time to verify them. Customers rarely have all the 

information about a product’s quality, so they judge a product based on their perceived 

quality.  

Figure 7 – Brand Awareness, Source: Aaker, (1991) 
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Perceived quality is usually what the consumers are buying. If perceived quality improves, 

other elements of consumer’s perception of a brand generally do too. Aaker states that 

perceived quality is one of the most important aspects in brand equity (Aaker, 1991).  

8.2.4 Brand Loyalty 

Brand loyalty is defined as how committed a consumer is to a brand. If consumers are 

indifferent to the brand and, in fact, buy a product with respect to features, price and 

convenience with little concern to the brand name, there is little equity. On the other hand, 

if they continue to purchase the brand even in the face of competitors with superior 

features, price, and convenience, substantial value exists in the brand. Brand loyalty is a 

measure of the attachment that a consumer has to a brand. It reflects how likely a consumer 

will switch to another brand, especially when that brand makes a change, either in price or 

in product features. 

Brand loyalty is different from the other major dimensions of brand equity as it is tied more 

closely to the user experience. 

Brand loyalty cannot exist prior 

to purchase and user experience. 

In contrast, awareness, 

association, and perceived 

quality are characteristics of 

many brands that a person has 

never used (Aaker, 1991). Brand 

loyalty can thus be grouped into 

5 different stages as seen in 

Figure 8. In the following section, 

the brand equity model by Jean 

Noël Kapferer will be examined. 

8.3 Jean Noël Kapferer’s Brand Equity Model 

Kapferer’s brand equity model consists of brand awareness, image, perceived quality, 

evocations, and familiarity/linking (see Figure 9). The first asset is brand awareness which is 

of vital value as seen in the two models before. Kapferer (Franzen, 1999) explains that brand 

awareness is vital because, it visualizes the product to the consumers. The next asset is 

Figure 8 – Brand Loyalty, Source: Aaker, (1991) 
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image. Image consists of all the 

intangible assets which give the 

holistic picture a consumer has of 

the product. The third asset is 

perceived quality. The fourth 

asset is evocations. The last asset 

is familiarity/linking. It is an asset 

that expresses the consumer’s 

expectations to the brand, e.g. 

trust, value, and sympathy, 

which is equal to the brand’s personality (Franzen, 1999). In the following section, Keller’s 

brand equity model will be examined. 

8.4 Kevin Lane Keller’s Brand Equity Model 

Keller uses three key terms to elaborate brand equity which is: 

 Differential effect 

 Brand knowledge  

 Consumer response 

Differential effect is the basis for brands to even exist. There has to be different perceptions 

for a consumer to differentiate brands. The differentiation of a brand for the consumer 

could be viewed as a success factor for a product category.  

 

Brand knowledge is the knowledge, consumers have about the brand. Brand knowledge 

depends on the media coverage from the company about the brand and the consumer’s 

interest for the brand. It is important that the right target group has the right knowledge 

about the brand.  

 

Consumer response is the reception of the marketing communication and a result of 

consumer’s perception, preference, and behavior towards the brand. Keller’s brand equity 

model is primarily built up from the following assets (see Figure 10) (Keller, 2008). 

Figure 9 – Kapferer’s Brand Equity Model, Source: Franzen, (1999) 
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Figure 10 – Keller’s Brand Equity Model, Source: Keller, (2008) 

Keller’s brand equity model has on first sight a very simple structure. The main asset is brand 

knowledge which consists of the assets brand awareness and brand image. However, the 

model is more sophisticated and will in the following sections be explained more in depth. 

8.4.1 Brand Knowledge 

The most important asset which is linked to brand equity is according to Keller (2008) brand 

knowledge. It is in this asset that knowledge about the consumers can be found. Keller 

stresses that if companies want to learn about their consumers, they will have to start 

researching what is in the minds of the consumers.  

8.4.2 Brand Awareness 

Brand awareness is the consumer’s ability to identify a brand under different circumstances. 

“Brand awareness is related to the strength of the brand node or trace in memory, as 

reflected by consumers’ ability to identify the brand under different conditions” (Keller, 

2008). 

 

Figure 11 – Brand Awarness, Source: Keller, (2008) 

Brand awareness consists of two sub-assets recognition and recall (Figure 11). Recognition is 

related to the consumer’s ability to confirm prior exposure to the brand when given the 

brand as a cue e.g. if a consumer is standing in a buying situation, most of the consumers 

tend to buy something they have been exposed to before. Recall is the consumers’ ability to 

retrieve the brand from memory when given the product category, the needs fulfilled by the 
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category, a purchase, or usage situation as a cue e.g. if consumers want to buy cereal, they 

will automatically think of e.g. Kellogg’s Corn Flakes. Keller states “As is the case with most 

information in memory, we are generally more adept at recognizing a brand than at 

recalling” (Keller, 2008).  

Keller means that the balance between the two sub-assets should be that one should 

emphasize more on the sub-asset recognize, because it is easier for the consumer to 

recognize a brand than to recall a brand. Keller’s argumentation, that brand awareness is an 

important asset of the brand equity model is that (Keller, 2008): 

 Awareness is necessary for the brand to even be considered by the consumer in a 

buying situation and in the creation of an image. 

 That the brand can be part of the consideration set in the consumer’s mind. 

 In a category where products’ abilities are not important, awareness is of critical 

importance. 

8.4.3 Brand Image 

Keller defines brand image as “link strong, favorable, and unique associations to the brand in 

memory” (Keller, 2008). A sub-asset to brand image is brand association. Keller defines 

brand association as ”The informational nodes linked to the brand node in memory and 

contain the meaning of the brand for consumers” (Keller, 1996). Furthermore, brand 

association can be decomposed into three sub-assets: attributes, benefits, and attitudes 

(Figure 12).  

 

Figure 12 – Brand Image, Source: Keller, (2008) 

Attributes are the characteristics and benefits the product or service have. Keller (2008) 

divides it into product-related and non-product-related attributes. The product related 

attributes are the brand’s physical content e.g. the hardware of a computer. The non-

product-related attributes could be factors that are dependent on the society e.g. price, 
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feelings, experience with the product, the brands personality, and the image of other 

consumers who are using the product.  

Benefits can be functional, symbolic, and/or experimental benefits. The functional benefits 

could be product-related attributes e.g. the speed of a micro processor in a computer etc. 

The symbolic benefits are linked to the non-product-related attributes. Symbolic benefits 

could be the lifestyle a product represents. Experimental benefits are benefits during the use 

of the product e.g. through the senses, visual, taste, sound, smell, and feeling.  

Attitude is the overall evaluation of the brand (Keller, 2008).  

In the following model, Keller joined Franzen’s idea of a response hierarchy model. Keller 

(2008) argues that the building blocks for building a brand can also be used later to evaluate 

the brand, and thereby evaluate the equity of the brand. Keller starts by identifying four 

brand building points: 

 Brand identity – who are you? 

 Brand meaning – what are you? 

 Brand responses – what about you? 

 Brand relationship – What about you and me? 

The four points will in the following be turned into Keller’s Consumer Based Brand Equity 

Model (CBBE Model). The four points will be turned into 6 assets (see Figure 13). 

 

Figure 13 – CBBE Model, Source: Keller, (2008) 
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The middle of the pyramid can be divided into cognitive and emotional assets. As a result, 

performance and judgment will present the “cognitive route” whereas imagery and feelings 

will present the “emotional route”. The cognitive route represents how the intellectual 

learns about the brand. Whereas, the emotional route represents the feelings, attitude, and 

preference a consumer forms. In this model, brand salience represents awareness and the 

sub-assets recall and recognition. Performance is a functional asset which is linked to the 

brands primary characteristics and secondary features, product reliability, durability, design, 

and price, etc (Keller, 2008).  

Imagery is an emotional asset which is linked to the consumer’s associations, personality, 

purchase and usage situations, values, and history etc. Feelings and judgment evaluates the 

attitude the consumer has to the brand. The emotional asset feeling evaluates the consumer 

on subjects like warmth, fun, excitement, security, social approval, and self-respect. 

Judgment evaluates on cognitive subjects such as quality, credibility, consideration, and 

superiority. However, the importance of the subjects will vary from product to product 

(Keller, 2008). 

An important feature in this model is that it is divided into cognitive and emotional 

evaluations, because one segment of consumers might emphasize the utility benefits, 

whereas another segment might emphasize the hedonic benefits of a product. Furthermore, 

it can be better adjusted to different categories and markets (Keller, 2008) 

Resonance represents the level of loyalty, attachment, community, and engagement 

towards a brand. The model should not be interpreted that resonance is the last step. The 

model is more like a circular process, where one can reach resonance, but then again 

strengthen brand salience, imagery, feelings etc. to strengthen resonance (Keller, 2008).  

8.5 Summing up Brand Equity – A Theoretical Approach 

To summarize the four brand equity models and to compare the theorists’ different assets 

and to find out which of the assets are of most importance to measure brand equity, a table 

has been made (Table 1).  
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The table is made out from Franzen’s main assets on brand equity and includes Aaker’s, 

Kapferer’s, and Keller’s contribution on the field. One will be able to see a pattern of which 

assets the theorist agree on. 

 

Table 1 – Comparison between Theoretical Brand Equity Models, Own Creation 

If one looks at the primary assets, one can see that all theorists agree on the asset 

awareness which should be integrated in every brand equity model. Without awareness, 

consumers would not be able to consider the brand. 

Furthermore, the asset brand meaning should also be included in every brand equity model, 

since all theorists have a primary asset that includes some sort of brand meaning. Brand 

meaning is of vital importance to decode whether the awareness consumers have of a brand 

also has meaning.  

The asset differentiation that Franzen (1999) uses is not used by the other theorists. One can 

argue that differentiation is implicit in brand meaning, where the brand communicates its 

position in the category.  

The price/quality asset is also used by all the theorists. They agree that it is important for the 

brand as to how consumers perceive the quality and price of the brand.  

 

It is only Kapferer and Keller who work with overall evaluation. Aaker’s model (see Figure 6) 

does not contain an overall evaluation as one of his primary assets.  

Franzen’s primary asset buying behavior tendency is an asset which looks at the consumer’s 

future behavior towards the brand, but none of the other theorists include that asset.  
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The last asset brand relationship is about the loyalty and the relationship between the 

consumer and the brand. This asset is a bit ambiguous. The fact is that consumers can be 

loyal to a brand but without having a relationship. For instance, if a brand has a monopoly in 

a category, then the consumers can only buy this product, meaning they seem to be loyal 

buyers. However, the consumer does not necessarily have to have a relationship with the 

brand; since there was no alternative product, the consumer chooses the product out of 

necessity. It is important that consumers develop a relationship with the brand otherwise 

other brands could enter the market with the same specification(s) and steal consumers 

from the brand.  

In the following table (Table 2), the primary assets, which most theorists agree on, are 

summed up. Besides the primary assets discussed above, the sub-assets for the primary 

assets have been included to elaborate the table. 

 

Table 2 – Theoretical Brand Equity Assets, Own Creation 

Table 2 provides an overview as to which assets contribute to the strength of the brand, and 

which of the assets are important to develop, implement and sustain for building brand 

equity. 

In the following section, the thesis will look at brand equity measurement models in praxis. 

The models which will be examined are Millward Brown’s BrandDynamics and BrandActions, 

and Young & Rubicam’s Brand Asset Valuator.   
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8.6 BrandDynamics 

 

Figure 14 – Source: Millward Brown, (2009)(a) 

Millward Brown (2009(a)) has chosen to build their brand equity model on the basis of five 

assets which contribute to the value of the brand. Bonding is the most valuable asset in 

terms of financial revenue, because the consumers in this stage contribute the most to the 

bottom-line. The model is based on quantitative data. The mental assets of the model are 

(see Figure 14): 

1. Presence 

2. Relevance 

3. Performance 

4. Advantage 

5. Bonding 

8.6.1 Presence 

Presence can be compared to awareness which is already elaborated in the sections above. 

However, BrandDynamics takes it a step further. It is not enough to only recognize the 

brand; the consumer should also buy the brand and know the brand’s promise.  
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8.6.2 Relevance  

Relevance is if the brand can offer the consumer something; if the brand meets the criteria 

the consumer has, both functional and symbolic (Franzen, 1999). Price is also an important 

factor in this asset. If the brand is out of the consumer’s price range, the brand is not 

relevant for the consumer and the consumer will not spend time on it.  

8.6.3 Performance 

Performance is the asset that asks the consumer if the brand delivered its promise. This 

asset should be viewed together with the competition from other brands. As the asset is a 

mental asset, the most important thing is that the consumer perceives that the brand does 

as it says. Furthermore, it is important for the brand that the consumer perceives the brand 

to be better than its competitors. 

8.6.4 Advantage 

Advantage is the asset which evaluates the brand’s ability to appear unique in the category. 

It is the asset which will differentiate and position the brand in functional and symbolic 

terms, and can awake positive enthusiasm in the consumer’s mind. 

8.6.5 Bonding 

Bonding is an expression for loyalty. It is the consumers’ evaluation that they buy the best 

brand in a category. It should be mentioned that the best brand is relative, because it can 

switch from consumer to consumer; it depends on the relevance of the brand for the 

consumer.  

A benefit of BrandDynamics is the possibility to directly compare different brands within the 

same category with one another. For this case Millward Brown created another model, 

BrandSignature which shows the advantage and disadvantage of the brand in the five assets. 

If a brand has an advantage in “performance” e.g. there are a lot of consumers in this asset 

the marketers might think on how to move them further up the pyramid to create more 

value (Franzen, 1999). 

The BrandDynamics model (see Figure 14) is a model that shows a static picture of the 

brand. It cannot be used to indicate how the future of the brand will turn out. Furthermore, 

it cannot tell why consumers are grouped into the different assets as they are. The model 
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cannot elaborate on this point. That is why the model cannot stand alone. In the next 

section, BrandAction will be introduced as a supplement to BrandDynamics. 

8.7 BrandAction 

BrandAction is based on qualitative data. It was created to elaborate and give marketers a 

deeper understanding about how consumers perceive the brand. “Only BrandAction from 

Millward Brown can help give you this clear picture of consumer associations and 

perceptions” (Millward Brown, 2009 (b)). BrandAction can be used to research and decode 

the consumer’s perception of the brand. Marketers can research how the prior 

communication with the consumers was decoded, and if the brand has a metal contact to 

the consumers (see Figure 15). Millward Brown (2009(b)) states that BrandAction can 

contribute to following points, which BrandDynamics misses: 

 Find strengths and weaknesses of the brand. 

 Create a strategy that will have the problems in mind which is not described in 

BrandDynamics. 

 Which values one should research on and which threats one must turn to 

advantages. 

 Find out why the brand is relevant for the consumer. 

 How attractive the brand position is now, and how to increase market share. 

BrandAction is built so one can get insight on the attitude and motivation which lies behind 

the purchase of a brand by the consumer. Figure 15 shows the different levels the consumer 

bases their evaluation on the brand. The most important part of the figure is the right side 

output which tells the associations that consumers have linked to the brand on different 

psychological levels (Further elaboration in Appendix 2).  

Figure 15 shows the public and private side of the brand. The brand is not only driven by the 

media side, but also from the consumer’s personal experience, perception, and opinions of 

the brand. This is a brand asset which is not included in the theoretical approach of brand 

equity but it could be, because it is natural that consumers share experience with one 

another about the brands they try.  

The public and private communication can be divided into verbal and nonverbal 

communication. The nonverbal communication could be signs, logo, sound in commercials, 
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feelings etc. The communication will be transported into the consumer’s mind and will be 

divided in to the conscious or unconscious part of the memory. In order to find out what is 

hidden in the consumer’s mind, Millward Brown uses qualitative techniques where they use 

specialized projective techniques (Franzen, 1999).  

 

Figure 15 – BrandAction, Source: Millward Brown, (2009) (b)  

Millward Brown has divided its brand equity model into two measurement models: 

BrandDynamic and BrandAction (Figure 16). 

 

Figure 16 – Millward Brown’s Brand Equity Model, Source: Millward Brown, (2009) (a) 
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From BrandDynamic, one gets a picture of how well the brand is doing in the category. One 

can see the groupings of the consumers. By supplementing BrandDynamic with BrandAction, 

one can get answers on the consumer’s behavior and the position of the brand in the minds 

of the consumers. In the next section Young & Rubicam’s Brand Asset Valuator will be 

examined. 

8.8 Brand Asset Valuator 

Brand Asset Valuator is a model that measures a brand’s strength compared to another 

brand’s strength. This means that the product category is not only important but also all the 

brands that are represented in the minds of the consumers. A keyword in the model is 

strength-position. It tells how strong the appearance of a brand in the minds of the 

consumers is.  

Young & Rubicam (Franzen, 1999) state, that the model builds a bridge between the 

quantitative and qualitative data. The model is built up by four assets, which again is in a 

hierarchical order. The first asset is differentiation. It is the reasons why consumers choose 

to buy the brand. How the brand is different from other brands in terms of e.g. what 

consumers associate with the brand, and what makes the brand unique compared to other 

brands? The asset looks at the consumer’s perceived position of the brand which makes the 

brand different from other brands. The next asset is relevance. Relevance is made up of 

three components (Franzen, 1999): 

 The product category relevance 

 The brand’s distribution 

 The brand’s appeal 
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Figure 17 – Brand Asset Valuator, Source: Franzen, (1999) 

According to Aaker (1991), it is important that the brand is relevant for the consumers 

although it is differentiated. If it is not relevant for the consumers, it does not matter how 

differentiated it is e.g. if consumers have lactose intolerant, they would not pay any 

attention to dairy products as it is irrelevant to them.  

According to Franzen (1999), the product category relevance and the brand’s distribution is 

the same; there has been evidence of a correlation between the brand’s relevance and 

distribution (Franzen, 1999). The brand’s appeal is the basis for a two way communication 

where the consumer will have a perceived understanding that the brand fits the consumer. 

Differentiation and relevance in the model make up “brand vitality” which is a measure for 

the brand’s potential growth. The idea is that the brand needs to posses differentiation and 

relevance for further growth.  

The third asset is esteem. It tells the consumer about the perceived quality and popularity. 

Perceived quality is related to how well the brand lives up to the consumer’s expectations. 

Popularity is the consumer’s expression for if the brand is “in” or not. The two sub-assets can 

have different weights in relation to which category a consumer is in or which culture.  

The last asset is knowledge. The consumer knows the brand and knows what it stands for, 

which means that the consumer is no longer just aware of the brand but knows it and has 
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built a relationship with the brand. Knowledge is usually only obtained if the previous assets 

have a high score. Esteem and knowledge combined create brand stature. If a brand scores 

high in esteem and not in knowledge, it could be a signal of that the brand is being very 

popular to those who know about it and that it is only a small portion that knows the brand. 

A brand in that position has a potential growth opportunity. On the contrary, if a brand is 

well known but does not score high in popularity or perceived quality, it is known by many 

but does not enjoy the attractiveness.  

8.9 Summing Up Brand Equity – A Theoretical and a Practical Approach 

To sum up the previous sections, the theoretical research has concentrated itself on the 

most referred theorists such as Franzen, Aaker, Kapferer, and Keller. Millward Brown and 

Young & Rubicam showed how the brand equity measurements were used in pratice. The 

strength in the models is the different assets which make up the models. The models show 

that there is a hierarchical structure that links the different assets together so that they 

become dependent on one another.  

 

Table 3 – Comparison between Theoretical & Practical Brand Equity Models, Own Creation 

The general picture of the models is that buying behavior tendency and differentiation are 

Franzen’s contribution to the field and not the other theorists’. It is interesting to look at the 

comparative analysis between the theoretical and practical models because it will show the 

different between the theoretical and pragmatical approaches of measuring brand equity. 
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The asset differentiation is only found in the two practical models, but nevertheless the 

theoretical models do have this asset implicitly in their models. It is of vital importance for a 

brand that it creates positive mental response from the consumers which is equal to brand 

equity.  

From the table above (see Table 3) and throughout the thesis to measure the effect that 

sales promotion could have on brand equity, the following assets are used for the analysis in 

the next chapter:  

 The first asset is awareness, because without awareness no one will notice the brand 

and even know of its existence.  

 Brand meaning is important to analyze to see if the brand creates meanings for the 

consumers and if it is differentiated from other brands. 

 The asset price/quality is perceived quality which is very important for the 

consumers, and often, consumers buy the product based on perceived quality. Price 

is also looked at as a primary asset that is important for the creation of brand equity 

for the consumers, because it influences the purchase of the brand. According to 

Keller (2008), “finally the pricing policy for the brand can create association in 

consumers’ minds about how relatively expensive (or inexpensive) the brand is, and 

whether it is frequently or substantially discounted. Price is a particularly important 

performance association because consumers may organize their product category 

knowledge in terms of the price tiers of different brands”.  

 Overall evaluation is important to obtain an overview of the evaluation of the brand 

by the consumers if the brand can give the consumers what they expect.  

 The last asset is brand relationship. This asset is important because it tells about 

loyalty and relationship between brand and consumer. In the table below (see Table 

4), the primary assets which will be used to analyze sales promotion’s effect on brand 

equity are summarized. 
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Table 4 – The Thesis’ Brand Equity Model, Own Creation 
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9.0 Sales Promotion’s Effect on Brand Equity 

The main findings for this chapter are: 

 Sales promotion has a positive effect on the brand asset awareness 

 Sales promotion can have either a positive or negative effect on the asset brand 

meaning 

 There exist some controversy about sales promotion’s negative effect on the asset 

price due to lowering the internal reference price 

  Sales promotion has a negative effect on the asset quality 

 Sales promotion can either have a positive or negative effect on the asset brand 

evaluation 

 Sales promotion can attract new consumers 

 

This chapter will answer research question 1: “How does sales promotion affect a brand’s 

equity?” This chapter will elaborate on how sales promotion can affect the six different 

brand equity assets that have been chosen in the previous chapter (Chapter 8.0 Brand Equity 

– A Theoretical Approach). The thesis will look at the brand equity model from a theoretical 

approach and analyze how sales promotion can affect the brand equity assets: Awareness, 

brand meaning, price, quality, brand evaluation, and brand relationship. Thereafter, the 

thesis will use empirical evidence to either confirm the theoretical findings or disconfirm 

them. 

9.1 Awareness 

In the theoretical approach, the thesis has included the works of theorists Aaker (1991), 

Lidwell et al., (2003), and Von Restorff (Hunt, 1995).  

9.1.1 Theoretical Approach 

It is suggested that sales promotion can contribute to create brand awareness in the form of 

offering more awareness and information about the product by increasing the recognition 

and recall of the product. Aaker (1991) states that “a link to a brand will be stronger when it 

is based on many experiences or exposures to communicate, rather than few. It will be 

stronger when it is supported by a network of other links”. In other words, sales promotion 

can create stronger links between product and consumer by exposing the brand more 
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frequently as in the case with sales promotion. Aaker (1991) states to create high awareness 

of a product, it should be noticeable and memorable. In order to be noticed and 

remembered, the product simply needs to be different or unusual. It is suggested that sales 

promotion can break through the clutter, because sales promotion’s tactics like sweepstakes 

and competition can deliver a different or unusual form of awareness of the product that 

will break through the clutter (Belch & Belch, 2007). It can be argued if sales promotion lasts 

for a short term, or if consumers will remember it for a longer period.  

It is argued that sales promotion can enhance the product’s exposure effect. The exposure 

effect occurs when stimuli are repeatedly presented and as a result, the product will be 

increasingly better liked and accepted. However, the exposure effect applies only to stimuli 

that are perceived as natural or positive (Lidwell et al., 2003).  

It is suggested by the Von Restorff effect (Hunt, 1995) that if an object is isolated (different 

from the objects surrounding it) (1) it will attract ones attention, and (2) be better 

memorized. An example is presented in Figure 18.  

 

Figure 18 – Von Restoff Effect, Source: Hunt, (1995) 

As one will notice in Figure 18, the attention will be at the Isolated column where “QXK” 

stands out from the numbers. The Homogeneous column will not be given any special 

attention because of their perceived similarity. This effect can be used to describe how sales 

promotion can affect awareness. As can be seen in Appendix 3, sales promotion can create 

situations where special attention will be created for the product, because sales promotions 

create a message which breaks through the clutter. The result will be that attention is 

created in a way that consumers will better remember the sales promotion activity and 

thereby better memorize the product.  
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9.1.2 Summing Up the Theoretical Approach 

It is suggested that sales promotion theoretically can improve the brand equity asset 

awareness. The exposure effect will create more awareness for the brand which can lead to 

the fact that the brand is well liked and accepted. Furthermore, the Von Restorff effect 

suggests that sales promotion can attract the consumer’s attention, and that the sales 

promotion can be better memorized. As Aaker (1991) states, a brand will be stronger if it is 

connected with many experiences and/or exposures.  

9.1.3 Empirical Findings 

In the following section, the empirical findings of Bawa and Shoemaker (1989) and Raghubir 

et al. (2004) are presented. 

Bawa and Shoemaker (1989) discovered that coupons in some cases may serve as a 

reminder or an advertisement for the brand and the consumer may make an incremental 

purchase without redeeming the coupon. The CWL-model (Raghubir et al., 2004) suggests 

that sales promotion can act as an informer about the brand that is on sales promotion and 

where consumers can derive information and knowledge by the exposure effect from sales 

promotion. Sales promotion can also lead consumers to generate inference in terms of 

developing meanings to the brand, quality etc. that they might not otherwise have drawn in 

the absence of the promotion (Raghubir et al., 2004). Raghubir (2004) argues that it is due to 

the fact that the consumers are sometimes provided with information which the consumers 

under different circumstances would not have sought out themselves. Based on the findings 

it is suggested that the effect of sales promotion on awareness will both count for high and 

low involvement brands. 

9.1.4 Summing Up Awareness 

As suggested by the theoretical section 9.1.1 Theoretical Approach, the empirical findings 

support the idea that sales promotion can have a positive effect on the brand asset 

awareness. Bawa and Shoemaker, the CWL-Model, and Raghubir all suggest that sales 

promotion can serve as an informational stimulus of the promoted brand.  



 

45 
 

9.2 Brand Meaning 

This section analyzes what effect sales promotion has on the brand equity brand meaning. 

The theoretical approach will look at the contribution of Chandon et al. (2000), Vidal et al., 

(2005), Levy (Hirschman et al., 1982), Ashworh et al. (2005), and Schindler (1989) in the field 

of brand meaning. Furthermore, the thesis will look at how sales promotion can affect brand 

meaning when analyzing it through the Impression Management Theory. 

9.2.1 Theoretical Approach  

It is suggested that sales promotion can have a positive effect on the asset brand meaning by 

creating positive attributes, benefits, thoughts, feelings, and experiences. It is clear that 

sales promotion can give the benefit of saving (saving benefit). However, sales promotion 

may also enable consumers to upgrade to higher-quality products by reducing the price of 

otherwise unaffordable products (quality benefit). Sales promotion can also reduce 

consumers search and decision cost and therefore improve shopping convenience 

(convenience benefit). Furthermore, sales promotion can enhance consumers’ self-

perception of being smart or good shoppers and provide an opportunity to reaffirm their 

personal values (value expression benefit).  

Because sales promotion creates an ever-changing shopping environment, sales promotion 

can also provide stimulation and help fulfill consumers’ need for information and exploration 

(exploration benefit). Finally, sales promotion is often simply fun to see or use 

(entertainment benefit) (Chandon et al., 2000).  

The benefit created by sales promotion can be divided into two categories: (1) Utilitarian 

benefits such as instrumental, functional, and cognitive. They provide customer value by 

being a means to an end. They help consumers maximize the utility, efficiency, and economy 

of their shopping.  

(2) Hedonic benefits such as non-instrumental, experimental, and affective. They are 

appreciated for their own sake, without further regard to their practical purposes, and 

provide intrinsic stimulation, fun, and self-esteem (Chandon et al., 2000). Monetary 

promotions are primarily related to utilitarian benefits whereas non-monetary promotions 

are related to hedonic benefits. 
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It is suggested that monetary promotions are less effective in building brand meaning 

because of their great emphasis on only one brand association (price). In other words, 

monetary promotions lead consumers to think primarily about deals, shopping convenience 

and not about the brand (Vidal et al., 2005). However, non-monetary promotions can evoke 

more associations related to the brand personality, enjoyable experience, feelings and 

emotions (Vidal et al., 2005).  As Levy noted, “People buy products not only for what they can 

do, but also for what they mean” (Hirschman et al., 1982). Maslow argued that in some 

instances, emotional desires dominate utilitarian motives in the choice of product 

(Hirschman et al., 1982).  

It is suggested that sales promotion can develop meaningful points of differentiation to the 

brand (unique associations) if the promotional campaign is not attributed to another brand 

or is not seen as a generic promotion of the product category (Vidal et al., 2005).  

Impression management theory (Hogan and Johnson, 1997) is a theory which is the process 

where people try to control the impressions other people create of them. It is a goal-

directed conscious or unconscious attempt to influence the perceptions of other people 

about a person, object or event by regulating and controlling information in social 

interaction.  

Impression Management Theory states that self-presentation is how consumers want to 

introduce themselves to their surroundings and the two main motives that govern self-

presentation are: Instrumental and expressive: The instrumental motive implies how to 

influence others and gain reward which again is divided into three instrumental goals which 

are: (1) Ingratiation, the individual pursuit to be happy and display its good qualities so that 

others will like them. (2) Intimidation, which is aggressively showing anger to get others to 

hear and obey them. (3) Supplication, when the individual try to be vulnerable and sad so 

people will help them and feel sorry for the individual.  

The second motive which is expressive implies that the individual will construct an image of 

themselves to claim personal identity, and present themselves in a manner that is consistent 

with that image. Impression management theory states that any individual must establish 

and maintain impression that is congruent with the perceptions they want to convey to their 

publics audiences.  
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It can be argued that impression management becomes necessary whenever there exists of 

social situation, whether real or imaginary. The awareness of being a potential subject of 

monitoring is also crucial.  

Specifically, the surrounding cultural norms or the peer groups that the individual interacts 

with determine the appropriateness of particular nonverbal behaviors. The actions have to 

be appropriate according to the peer group, because the peer group influences the way 

impression management is realized (Rosenfeld et al., 2002). For consumers that interact in a 

culture or in a peer group where buying goods that are linked with a sales promotion will 

create embarrassment for the consumers. Sales promotion can threaten the image of the 

individual. The consumers can be perceived as cheap shoppers, and sales promotion can 

therefore, according to the Impression Management Theory (Hogan & Johnson, 1997), lead 

to negative hedonic outcome for the consumers. Therefore, consumers will feel pride in 

boasting about that they have paid a very high price for an item; there is an assumption that 

appropriate value is being received in return for that price. Under this assumption, price 

becomes a way of communicating the consumer’s ability to afford goods and services of the 

highest quality (Schindler, 1989). 

 

Figure 19 – Impression Management Theory, Source: Rosenfeld et al., (2002)  

However, Ashworh (2005) suggests that sales promotion can also create positive hedonic 

benefits, such as amusement, opportunity to try something new, or the feeling of being a 

smart shopper. As seen in Figure 19, consumers can be affected in two ways, either the 

positive or negative way which will lead to how sales promotion will affect brand meaning. 

The smart shopper feeling is created by leading the consumer to feel responsible for the 

discount and by dangling the discount in front of the consumer. Paying a low price for a 
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particular item might lead a consumer to feel proud, smart and/or competent. There might 

be a sense of accomplishment or a thrill of feeling in a small way victorious over large 

corporations (Schindler, 1989). It is important to mention that the smart shopper feeling 

does only exist in those groups where the culture and peer groups accept this kind of 

behavior and may be enforced.  

9.2.2 Summing Up the Theoretical Approach 

It is suggested that sales promotion can create positive attributes, benefits, thoughts, 

feelings and experience that can positively affect the brand equity asset brand meaning. The 

benefits can be divided into utilitarian and hedonic benefits. Where monetary sales 

promotion primarily is related to the utilitarian benefits and non-monetary sales promotion 

related to the hedonic benefits.  

It is suggested that non-monetary sales promotion is better at creating brand meaning, 

because it does not only focus on price, but evoke associations related to brand personality, 

enjoyable experience, and positive feeling and emotions. It suggested that non-monetary 

sales promotion can create unique association.  

According to Impression Management Theory, sales promotion can create positive hedonic 

benefits such as being a smart shopper, but also negative hedonic outcome such as being a 

cheap shopper. It all depends on the culture and the social peer group that the consumers 

interact with. In other words, the theoretical approach suggests that sales promotion can 

both positively and negatively affect brand equity.  

9.2.3 Empirical Findings  

This section, presents the empirical findings of Chandon et al. (2000), Dickson and Sawyer 

(1990), Babin (Vidal et al., 2005), Vidal et al. (2005), Wansink and Laurent (Raghubir et al., 

2004), Ashworth et al. (2005), and Schindler (1981). 

Chandon et al. (2000) found out that monetary promotions are primarily evaluated on their 

utilitarian (savings and convenience) and value expression benefits. Whereas, non-monetary 

promotions are primarily evaluated on their hedonic benefits (entertainment, exploration, 

and value expression) (see Figure 20) 
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Figure 20 – Hedonic vs. Utilitarian Benefits, Source: Chandon et al., (2000) 

Non-monetary promotions provide stronger hedonic benefits and weaker utilitarian benefits 

than monetary promotions and vice versa.  When evaluating a promotion for an utilitarian 

product, e.g. a battery, consumer’s place a greater weight on its utilitarian benefit than on 

its hedonic benefits. As a result, they will be easier influenced by a (relatively utilitarian) 

monetary promotion than by a (relatively hedonic) non-monetary promotion (Chandon et 

al., 2000). 

Dickson and Sawyer (1990) showed that sales promotion can improve shopping efficiency by 

reducing search cost. Furthermore, sales promotion can improve shopping efficiency by 

reducing decision cost. This is done by providing consumers with an easy decision heuristic 

for purchase incidence or purchase quantity and by signaling product price and quality. 

However, Chandon et al. (2000) suggest that some consumers respond to sales promotion to 

meet personal or moral values such as being responsible. The value expression benefit can 

thus be linked to the morality value. This type of consumer value encompasses the 

gratification earned from fulfilling a duty. Other consumers respond to sales promotions to 

express and enhance their sense of themselves as smart shoppers and earn social 

recognition or affiliation. 
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Study from Chandon et al. (2000) show that because sales promotions are constantly 

changing and because they attract consumers’ attention, they can fulfill intrinsic needs for 

exploration, variety, and information. The exploration benefit has been documented in the 

context of shopping, variety seeking, and exploratory behavior. Furthermore, Chandon et al. 

(2000) found out that many sales promotions, such as sweepstake, contests, and free gifts, 

are intrinsically fun to watch and to participate in.  

 

Babin (Vidal et al., 2005) states that hedonic benefits are more subjective and personal than 

utilitarian ones, they are more difficult to imitate and more capable of providing unique 

associations. Thus when sales promotion provides these kinds of benefit, which is the case 

with non-monetary sales promotion, more unique brand associations are linked to the 

brand.  Vidal et al. (2005) found out that sales promotion, particularly non-monetary sales 

promotion generate more favorable associations to the product than products that have not 

been promoted. Furthermore, Vidal et al. argue that sales promotion do create strong 

favorable and unique associations to the brand in the consumer’s memory. Vidal et al. 

(2005) showed that specifically monetary incentives are more effective for utilitarian 

products while non-monetary promotions are equally effective for both utilitarian and 

hedonic products. 

 

Chandon, Wansink, and Laurent created the CWL-model that suggest that sales promotion 

provide utilitarian benefits including savings, quality, convenience and hedonic benefits 

including value expression, exploration, and entertainment (Raghubir et al., 2004). The CWL-

model proposes that sales promotion positively and negatively influences consumers 

through three different routes:  

 Changing the economic utility associated with a product – the economic route 

 Influencing consumer’s beliefs about the brand industry – the informational route 

 Affecting the feelings and emotions aroused in the consumer – the affective route 

As the thesis will describe the change in the economic utility associated with the product in 

section 9.3 Price, the thesis will not elaborate on that topic in this section. Furthermore, the 

informational route was discussed in the section 9.1 Awareness, and will not be elaborated 

further. The affective route of a price promotion is the feelings and emotions aroused by 
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exposure to promotion, purchase on a promotion, or missing a promotion. According to the 

CWL-model, the affective benefits that are created by sales promotion are: hedonic benefits 

and entertainment of buying on deal, exploration and thrill of trying new things, the feeling 

of being smart to buy on deal, and the feeling of being lucky to avail of the deal. On the 

contrary, the CWL-model also finds some negative outcomes of using sales promotion: 

Annoyance of dealing with sales promotion e.g. coupons or restrictions, offering targeted 

promotions leads to perceptions of unfairness by those who receive shallower discounts, 

disappointment and regret of missing out on a deal, embarrassment of appearing cheap 

(Raghubir et al., 2004). 

Ashworth et al.’s (2005) conducted a study where 110 students were presented with a 

dating scenario in which they imagined going on a first date with someone of the opposite 

sex at a restaurant. At the restaurant, they paid for the meal by using either a coupon, 

received a regular price discount, or paid full price. This study showed that the use of 

coupons would lead to elevated self-perceptions of cheapness compared with no-use, and 

observers will consider coupon users cheaper than non-users and will consequently find 

them less attractive and less desirable. However, a regular price discount is not regarded, 

the same way as a coupon, to be an act of cheapness. Ashworth et al. (2005) argue that in 

using sales promotion, which in this case was monetary sales promotion, has a real social 

cost attached to coupon redemption that contradicted the economic rewards. 

Schindler (1989) asked 111 members of women’s church groups to describe their most 

recent purchase which cost over $20. They were asked to report the price they paid for the 

item, their reference price (the price which most stores usually charge for this item), and 

how satisfied they felt with the price that they paid. Furthermore, the consumers answered 

a series of questions designed to determine how responsible they felt for the price they paid 

for this item. The study showed that the price satisfaction was significantly correlated with 

perceived responsibility. In other words, consumers felt more satisfied with having received 

a discount if they felt responsible for having found the discount than if they received the 

same discount but felt it was only luck or some external factor which was responsible. 

Furthermore, the study showed that the women who perceived themselves as responsible 

for the discount were more likely to purchase in the same store next time and tell a lot of 

people about this purchase. A few years ago, there were also the case of the “coupon 
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queens” where consumers were so caught up in the number of cent-off coupon promotions 

that they formed clubs to exchange coupons and gained wide publicity for their ability to get 

large discount on their food bills (Schindler, 1989). Furthermore, airlines price promotions 

resulted in thousands of people using their leisure time in airplanes solely to qualify for triple 

mileage on frequent-flier programs (Schindler, 1989). However, these are extreme cases of 

smart shopper behavior. A more common behavior is that people are delighted in telling 

others about the discount they paid for a product.  

Another study conduct by Schindler (2001) shows that consumers who found a good 

discount on a product link positive feelings in telling others about their discovery, because 

they experience themselves as being efficient, effective, and proud. This leads them to 

boasting their success stories to family members and friends.  

9.2.4 Summing Up Brand Meaning 

As the empirical evidence suggests, monetary promotion is primarily evaluated on utilitarian 

products, and non-monetary promotion is primarily evaluated on its hedonic benefits. In 

agreement with the theoretical approach, there is an indication that consumers get the 

hedonic benefit of seeing themselves as being smart shoppers when they find a good sales 

promotion. They get positive feelings such as success and pride.  

Furthermore, Chandon et al. showed that consumers also get positive hedonic benefits such 

as exploration, fun, variety and information. Vidal et al. stated that consumers generate 

more favorable associations to the product if it is linked with a non-monetary sales 

promotion. However, the CWL-model stated that dealing with sales promotion can also lead 

to annoyance in form of dealing with coupons, restrictions etc. Ashworth et al. revealed in 

their study that consumers can come in a situation where accepting monetary sales 

promotion can lead to negative social consequences. Ashworth et al’s. and Schindler’s result 

contribute to the theoretical findings of the impressions management theory findings. It is 

suggested by the theoretical approach and empirical evidence that sales promotions effect 

on brand meaning counts for both low- and high-involvement goods. 
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9.3 Price 

In the following section the thesis will look at sales promotion’s effect on the brand asset 

price. 

The thesis will primarily look at reference price and include Helson’s Adaptation-Level 

Theory (Della Bitta & Monroe, 1974) and Sherif’s Assimilation-Contrast Theory (Diamond & 

Cambell, 1989).  

Thereafter, the thesis will draw in empirical evidence to either confirm or disconfirm the 

theoretical findings. 

9.3.1 Theoretical Approach 

Monetary sales promotion can be price-cuts, buy one get one free, price packs, coupons, 

rebates, premiums etc. The effect of using monetary sales promotion on brands can be 

divided into benefits and costs. The benefits are that monetary sales promotion reduces the 

price of a brand. It can increase the volume for a given price, upgrade brands for the same 

price, provide additional product at lower cost (buy one get one type offers), and provide 

low opportunity cost for trial. Furthermore, time and effort will also be categorized under 

the asset price. The benefits of monetary sales promotion can be that it lowers the length of 

decision process and provides a reason to buy the product.  

However, the cost of using monetary sales promotion can be lowering the consumers’ 

internal reference price compared with a brand that has not been promoted. This may 

backfire in the long run if the promotional price becomes the reference price against which 

the regular price is viewed unfavorable. It will result in sales volume at regular price to 

decline due to consumers’ resistance to pay higher-than-deal prices (Raghubir et al., 2004 & 

Dawes, 2004). In a worst case scenario consumers could perceive a product to be on sale the 

whole time and say “They are always on sale, so the regular price doesn’t really matter all 

that much” (Yadav & Seiders, 1998). Sales promotion can in the extreme form take the form 

of frequent but shallow discounts or deep but infrequent discounts (Alba et al., 1999). It will 

be interesting to analyze if a brand that is on sales promotion frequently but with a shallow 

discount will lower the internal price perception of a consumer for that brand or if a deep 

discount for a brand but infrequently will affect the internal price perception of the 

consumer more. It can be argued that deep discounts of a brand will have the most affect on 

the internal price perception. Deep discounts will be highly available in memory at the time 
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of price estimation due to the intense impression created by its extremity on observation. 

However, it can also be argued that shallow but frequent deals affect the internal price of 

the consumer, because the brand is on deal frequently and therefore the consumer will be 

accustomed to the new price. 

9.3.2 Internal Reference Price 

The internal reference price is important if one analyzes the effect of monetary sales 

promotion on brand equity. As Keller (2008) states, “it creates associations in the minds of 

the consumer how relatively expensive or inexpensive the product is seen by the consumer, 

and thereby how the consumer based brand equity will be effected either negative or 

positive”.  

 

According to Adaptation-Level Theory (Della Bitta & Monroe, 1974), consumers’ behavioral 

response to stimuli is based on their adaptation to environment and organismic forces. The 

forces that determine the adjustment or adaptation-level are three classes of cues: focal, 

contextual, and organic which together affect the adaptation-level.  

 Focal cues are the stimuli the consumer is directly responding to, i.e., the immediate 

focus of attention.  

 Contextual or background cues are all other stimuli in the context in which the 

consumers are operating (e.g. other brand prices in the same category).  

 Organic cues refer to the inner physiological and psychological processes affecting 

the human behavior.  

The adaptation process will result in behavioral response ranging from rejection to 

acceptance with a neutral zone between the extremes (Della Bitta & Monroe, 1974).  

According to the Adaptation-Level Theory (Della Bitta & Monroe, 1974), when prices outside 

the normal range are introduced, adaptation-level shifts in the direction of the extreme 

values. In addition, the original price tends to be rejected. Adaptation-level Theory suggests 

that price perception depends on the actual price and the consumer’s reference 

price/adaptation-level. If the price is higher than the consumer’s current adaptation-level, 

the price is considered to be “high” (or higher than the standard to which it is being 

compared). The theory defines the adaptation-level as the physical value which the price is 

compared with, which makes the adaptation-level the neutral or standard zone for which all 
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prices get compared to. However, all judgments are relative to the level of adaptation that 

has been established under different circumstances (Della Bitta & Monroe, 1974). 

Consumers will form an adaptation-level by integrating all previous exposed prices from the 

brand and competitor’s brand, and compare it with the retail price.  

Extreme prices introduced first in a series of prices will act as anchor price perceptions 

thereby pulling the adaptation level toward the extreme end and resulting in depressed or 

accentuated price judgments. It is suggested that if consumers are initially exposed to 

relatively high or low prices for a given product, their frame of reference/adaptation-level is 

pulled towards the high or low price. This adaptation level then serves as a standard which 

the other prices are being judged upon. Once the high adaptation-level has been 

established, the prices cheaper than the previous anchoring prices will actually be perceived 

as “cheaper” or “less expensive” than in a low anchor context (see Figure 21). On the other 

hand, once a low adaptation-level has been established, the prices higher than the previous 

anchoring prices will be perceived as “more expensive” than a high anchor context (Della 

Bitta & Monroe, 1974). 

To make the approach more nuanced, the thesis includes the Assimilation-Contrast Theory 

(Diamond & Cambell, 1989) on how the internal reference prices are created by sales 

promotion. 

Both theories compensate each other by including two different views on the same subject, 

which is why both theories are included and cannot by applied individually. 

 

Figure 21 – Adaptation-Level, Source Della Bitta & Monroe, (1974) 

According to the Assimilation-Contrast Theory by Sherif (Diamond & Cambell, 1989), 

consumers are said to form latitude16 of acceptance around the reference price. A low price 

within the consumers’ latitude of acceptance should be assimilated, and thus integrated 

with other pricing information to revise the reference price downward. The greatest change 

                                                           
16

 Latitude is defined as interval  
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to reference price should be made when a very low price, at the edge of the latitude of 

acceptance, is assimilated. If a price is too low, it will be outside the latitude of acceptance, 

and should neither lower the reference price nor be acceptable by the consumers (Diamond 

& Cambell, 1989) (Figure 22). 

 

Figure 22 – Assimilation-Contrast Theory, Source: Diamond & Cambell, (1989) 

Therefore, the internal reference price refers to a point on the internal judgment scale that 

is used as the standard to judge offer prices which they are considering to buy (Thomas & 

Menon, 2007). Rajendran and Tellis (1994) suggest that reference prices can also be formed 

through contextual reference prices where the consumers evaluate prices by comparing 

them with other products on the shelf. Furthermore, Monroe et al. (Rajendran & Tellis, 

1994) suggest that consumers learn price information in two ways: intentional and incidental 

learning. Intentional price learning results from an active search and memorization of exact 

prices, typically for specific brands. Certain consumers who are very careful shoppers and 

strive to minimize cost adopt such behavior. Intentional learning includes explicit 

comparison of current prices with previous prices stored in memory.  

 

In contrast, incidental price learning occurs when consumers compare prices across brands 

in the course of buying, without any explicit intention or effort to memorize them. Authors’ 

state that reference prices are formed from prices, the consumers have faced on previous 

occasions, i.e. estimates based on the past (Alvarez & Casielles, 2005).  

 

Yadav and Seiders (1998) introduce the three step scenario model which often occurs in a 

buying situation: Consumers have certain claims regarding the price (Normal price 1), 

encounters new information in the form of a seller’s reference price claim, and update they 

prior price (from Normal price 1 to Normal price 2). These steps correspond to a learning 

framework. However, other authors contend that it is difficult for the consumers to store 

information about old prices, and it is therefore more likely that the consumers forms 
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reference prices at the sales point through the observation of certain brand’s prices (Alvarez 

& Casielles, 2005). Furthermore, it is believed that many consumers would simply forget 

what brand they saw or bought on deal with the result that their reference price would be 

unaffected. Many consumers have imperfect recall of prices even shortly after purchase 

(Dawes, 2004). Reference prices according to Thaler (Klein & Oglethorpe, 1987) are made 

from reference points and have generally been defined as any stimulus which “other stimuli 

are seen in relation to”. The reference points which will influence the internal reference 

point of the consumer can be divided into three categories: Aspiration prices, market prices, 

and historical prices. 

 

Aspiration prices:  The price I would like to pay 

  The price I would consider to pay for a “good buy” 

  The most I would ever pay 

  A reasonable price 

 

Market price: The average retail price 

  A particular price I have seen or heard 

 

Historical Price: The average price I pay 

  The last price I paid 

  The price I usually pay 

 

Aspiration-level reference points represent consciously established goals or targets for an 

attribute. The general attractiveness of an alternative set with regard to an attribute may 

influence the level at which an aspiration reference point is set, with more attractive 

alternatives eliciting more ambitious goals.  

 

Market reference points are based on the perceptions of attribute levels in the marketplace. 

Historical reference points represent a consumers’ purchase experience, which may 

incorporate only a subgroup of market levels. The level of the reference price is influenced 

by consumers’ comparing the price with a high or a low end product. The price of a high end 

product could be considered to be high if the consumers compare the price with an ordinary 
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priced product, but if they compare it with another high end product the internal reference 

price will change. However, it is important to have in mind that the internal reference price 

is dynamic process; it can change over time to new internal reference prices due to an 

alternation in the previous reference points.  

 

Studies that analyze the price perception process by consumers accept that the perception 

process takes place through a comparison of the selling price, called the external reference 

price, with a price standard present in the minds of the consumers (Campo & Yagüe, 2007). 

This standard is specific for every individual. When a consumer plans to make a purchase, 

the price perception process can be described as follows: if the selling price of the brand is 

greater than the internal reference price, the selling price is perceived negatively by the 

consumer. Conversely, if the product is being sold at a lower price than what was expected 

to be paid, the selling price is perceived positively, thereby increasing the consumer’s 

purchase intent. This will also lower the reference price of the brand for the consumers 

(Campo & Yagüe, 2007). 

 

In the literature, authors agree that the formation of the reference price is an individual 

process (Campo & Yagüe, 2007). There are some consumers who partially or completely 

ignore price information when they make a purchase, and for this group, price promotions 

have relatively little importance. Conversely, there are consumers where price constitutes 

the main factor of choice in their purchase process. Therefore, it is expected that the 

promotional effect on the formation of the perceived monetary price would be moderated 

by individual variables of consumers, such as knowledge about prices in the product 

category and the propensity to seek promotion (Campo & Yagüe, 2007).  

9.3.3 Summing Up the Theoretical Approach 

The two theories, Adaptation-Level Theory and Assimilation-Contrast Theory, can be used to 

make different predictions about the monetary affect on the internal reference price. 

Adaptation-Level Theory predicts that all equally salient prices will be weighted equally. If 

promotional prices are more salient than other prices, Adaptation-Level Theory predicts that 

they will be given extra weight in the integration process, and therefore sales promotion will 

lower the internal reference price.  
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Assimilation-Contrast Theory predicts that if low promotional prices are within a subject’s 

latitude of acceptance, they will be given great weight in the modification of the reference 

price. If they are not in the latitude of acceptance, they will receive zero weight. As stated 

above, one can broadly divide reference prices into two categories; those which depend only 

on previous pricing information (such as average price paid and last price paid), and those 

which incorporate other information (such as fair price, and the most you would pay for a 

product). Monetary promotion can be divided into two categories: Benefits and costs. The 

benefits are: Reduced price, increased volume, upgrade of brand, additional products, and 

lower opportunity cost for trail which can shorten the length of decision process and provide 

reasons to buy the product. However, the cost can be that the internal reference price may 

be lowered for the product after the promotion period is over.  

 

Yadav and Seiders state that in a buying situation a three step scenario will occur. First the 

consumer has certain priors to the selling price. Second, new price information will be 

assimilated and thirdly, the consumers will update their internal reference price which is in 

agreement with the two theories. Furthermore, Thaler states that the reference price is 

affected by the aspiration price, market price, and historical prices. However, it is argued 

that consumers are not able to store that information about the selling price; they simply 

forget what brand they saw or brought at what price, and that consumers form their 

reference price at the sales point. Therefore the reference price will be unaffected.  

9.3.4 Price Empirical Evidence 

In this section, the empirical evidence is presented. This section has included research 

studies conducted by some of the most quoted researchers in the field of monetary 

promotion’s effect on the internal reference price which include: DelVecchio et al (2007), 

Campo et al (2007), Liefeld and Heslop (Klein & Oglethorpe, 1987), Krishna et al. (2002), 

Doob et al. (Della Bitta & Monroe,  1974), Alba et al. (1999), Yadav and Seiders (1998), 

Blattberg and Wisniewski (Krishna et al. 2002), Sivakumar and Raj (Krishna et al. 2002), 

Dickson and Sawyer (Rajendran & Tellis, 1994), Jacobson and Obermiller (Rajendran & Tellis, 

1994), and Rajendran and Tellis (1994). 
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A research done by DelVecchio et al. (2007) shows that consumers’ price expectation is 

lower following a high-depth promotion. DelVecchio et al. (2006) found out in a meta-

analysis that large promotions, above 20% of the value of the product, have a damaging 

effect on brand preference. They conclude that sales promotions are more harmful to 

brands that are unfamiliar to consumers then for those brand that are familiar.  

The research results done by Campo et al. (2007) indicate that monetary price promotion 

directly, negatively and significantly affect the formation of the internal reference price. In 

other words, price discounts decrease the consumers’ perception of the price paid in the 

short-term and increase the intent to buy. However, monetary sales promotion also 

influences the consumers’ price reference and evaluation of future purchases (Campo & 

Yagüe, 2007).  

 

Liefeld and Heslop (Klein & Oglethorpe, 1987) conducted a research where they gave 

respondents advertisement with both the sale prices and regular prices of a variety of 

products and asked them for estimations of the ordinary selling price. Average estimates 

ranged up to 18 percent below the true ordinary selling price, indicating that regular prices 

presented in the advertisement as reference points were not believable.  

Krishna et al. (Krishna et al. 2002) argue that the internal reference price is affected by three 

categories (see Figure 23): situation, price presentation, and deal characteristics.  

The first category situation which encompasses the overall situation for the price promotion, 

e.g. is the evaluation for a national brand or a private label brand, is it within a discount 

store or a specialty store, are consumers comparing prices within or between store, and/or 

is this kind of promotion distinct (vs. competition) and/or consistent (over time) or not.  

The second category, price presentation includes whether or not it matters how the 

promotion is communicated to the consumers. It is suggested that the way the promotion is 

communicated to the consumers varies in effect.  

The last category, deal characteristics, consist of how big of a discount is offered to the 

consumers.  

 

Zeithaml (Krishna et al. 2002) suggests “[…] the consumer […] may alter the information in 

the process of encoding it” situation and price presentation of the information would 

presumably affect its encoding.  
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Figure 23 – Categories that Affects the Internal Reference Price, Source: Krishna et al., (2002) 

Krishna suggests that the higher the variance in discounts, the more likely it is that 

consumers’ internal reference price decreases, and therefore the lower the perceived 

savings (Krishna et al. 2002). It is stated that deals with high consistency result in less 

favorable deal evaluation. Due to its consistency, consumers do not value or perceive the 

deal as special; they perceive it to be ordinary and therefore their internal reference price 

will refer to that price and not the original price prior to the promotion (Krishna et al. 2002).  

 

Experimental evidence of the applicability of the adaptation-level theory to price perception 

was generated by Doob et al. (Della Bitta & Monroe, 1974). They performed five field 

experiments where a new brand was introduced at a “low introductory” price in one set of 

stores, while in a matched set of stores the brand was introduced at the normal selling price. 

After a short period of time the low introductory price was raised to the normal selling price 

and sales were monitored in both sets of stores during the entire experimental period. The 

low introductory price would produce more sales than the control condition, but after the 

low price has been raised to the normal selling price, sales would become higher for the 

control condition. It can be explained when the product is put on sale to $0.25. Consumers 

may tend to think of the product in terms of a $0.25 product, but when in the subsequent 

weeks, the price increases to $0.39, consumers will tend to see it as overpriced, and they will 

not be inclined to buy it at this much higher price (Della Bitta & Monroe, 1974).  
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Research done by Alba et al. (Alba et al., 1999) indicates that two different discounting 

strategies with identical average price led to very different price estimations. Deep but 

infrequent discounts on a brand have a greater effect on the internal price perception than 

consumers who were exposed to frequent but shallow price promotions. 

 

However, Krishna et al. (2007) confirm that price promotions do not significantly influence 

the modification of reference prices, given that consumers are aware of the regular prices of 

the amount of the promotions and have sufficient capacity to recall all price information 

when they plan to make a purchase.  

Yadav and Seiders (1998) show that inexperienced shoppers rely more heavily on reference 

price claims than experienced shoppers, especially when reference price claims are high. 

Deals on national brands are perceived more positively compared to deals on generic and 

private label brands and when no brand name is used (Krishna et al. 2002). Blattberg and 

Wisniewski (Krishna et al. 2002) suggested that consumers who typically buy national brands 

would not buy a lower priced (e.g. generic) brand even if they are on deal because of a 

perception of lower quality. However, consumers who typically buy lower priced (e.g. 

generic) brands would buy national brands on sales promotion. 

 Sivakumar and Raj’s finding (Krishna et al. 2002) from four scanner panel data sets showed 

that with price reduction, high-quality brands gained more than low-quality brands did, both 

in brand choice and category choice decisions. Furthermore, high-quality brands were less 

vulnerable to loss when prices were increased. It is suggested by Krishna et al. (2007) that 

the asymmetry could be due to differing perceptions of deals for national versus generic 

brands.  

Dickson and Sawyer (Rajendran & Tellis, 1994) found out less than half (47%) of consumers 

they surveyed who immediately followed a price promotion “were able to state the correct 

price” which indicates that they will not remember the price for the next buy. Furthermore, 

Krishna et al. (2007) found out correct recall of regular prices of nine brands to vary from 0% 

to 32% of a sample of consumers.  

Urbany and Dickson (Rajendran & Tellis, 1994) found that even when provided with a range 

of prices, consumers in their sample are not “knowledgeable about the (past) prices of 18 
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products” they studied. It can be argues that the market prices may serve as reasonable 

surrogates of consumers’ internal reference prices. 

Jacobson and Obermiller (Rajendran & Tellis, 1994) made a laboratory experiment where 

they found no support for adaptive, extrapolative, and rational expectations that price 

expectations are formed from the series of past prices. On the contrary, they found that a 

brand’s expected price was determined primarily by its current price and those of other 

brands in the same category. Urbany and Dickson (Rajendran & Tellis, 1994) found proof 

that consumers who purchase the category frequently could have better knowledge and 

recall of prices and are more likely to use temporal reference prices. In contrast, infrequent 

buyers in the category are more likely to resort to a contextual (other brands) reference 

price.   

Rajendran and Tellis (1994) stated that both the contextual and temporal reference prices 

are significant predictors of consumer choice. The contextual component is at least as strong 

as the temporal component in general, but it is stronger when brand preference is weaker, 

brand sampling is wider, and shopping is infrequent. However, DelVecchio et al. state that 

on average, price promotions have neither positive nor a negative effect on brand 

preference beyond the promotion period (DelVecchio et al., 2006). 

9.3.5 Summing Up Price 

It can be concluded that there exists controversy about if sales promotion affects the 

internal reference price. To sum up Delvecchio et al., Campo et al., Liefeld and Heslop, 

Krishna et al., and Doob et al. all argue that sales promotion does have a directly negative 

effect on the internal price perception of the consumer.  The research showed that large 

promotion, above 20% of the value, had a huge effect on the internal reference price. 

Furthermore, it is indicated that sales promotion is more harmful to brands which 

consumers are unfamiliar with. It is argued that the internal reference price is affected by 

three categories: situation, price presentation, and deal characteristics. 

Brands that are consistently on promotion will make consumers perceive the deal price as 

the normal price. Furthermore, the research shows that when introducing a new brand, 

consumers may assimilate the low introduction price, and create an internal reference price 

based on that which will make the regular price look “expensive”. It is argued that deep but 
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infrequent discounts have a greater effect on the internal reference price than frequent but 

shallow price promotion. According to the theoretical findings, sales promotion does affect 

brand equity by lowering the internal reference price, and thereby decrease the value of the 

brand when is it sold on regular price. It is suggested that the negative effect of sales 

promotion on the asset price counts both for low and high involvement goods. 

 

Krishna et al., Urbany and Dickson, Jacobson and Obermiller, and DelVecchio argue that 

sales promotion not necessary has an effect on the internal reference price. In agreement 

with the theoretical findings which state that consumers are not able to store information 

about previous selling price. They argue that the consumers also use the contextual 

component (other brands) as reference price. They argue that consumers are aware of 

regular and promoted prices.  

Furthermore, Yadav and Seiders argue that deals on national brand are perceived positively 

which is in agreement with the theoretical findings that sales promotion can create the 

benefit of product upgrade for the same amount of money. However, it is argued that high-

quality brands are less vulnerable to loss when the price is increased. The research indicates 

that the market price and price of competing products may act as a substitution to the 

internal reference price.  

However, it is suggested that even though there is evidence that monetary sales promotion 

does not have a negative effect on brand equity, the research that supports its negative 

effect on brand equity is strong. It is suggested that the benefits of sales promotion on the 

price asset are short-term. However, it is suggested that sales promotion has a longer effect 

and duration which will influence consumers negatively.  
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9.4 Quality 

9.4.1 Theoretical Approach   

In this section, the theoretical approach will analyze how sales promotions can affect the 

brand equity asset quality. The main theorists which are used are: Scitovsky (Monroe & 

Chapman, 1987), Monroe (Price, 2003), Cox (Lambert, 1972), Emery (Monroe, 1973), and 

Leavitt (Shapiro, 1968) because they are important players in the field of quality perception.  

It is commonly heard that “you get what you pay for”, and therefore it is assumed that by 

lowering the price of a product using monetary sales promotion not only lowers the cost for 

the consumers, but also threatens to lower perceptions of product quality through negative 

price-quality inferences related to the lower selling price (Darke & Chung, 2005). Scitovsky 

(Monroe & Chapman, 1987) suggested that buyers use price not only as an index of sacrifice, 

but also as an index of product quality. Furthermore, Scitovsky noted that the consumers 

generally do not have complete information about the quality of the product or of 

alternative product offerings, yet forms perceptions from the information available. The 

perception of quality will also depend on other brands within the same category. When price 

information is available, and when the consumers are uncertain about product quality, it 

would seem reasonable to use price as a criterion for assessing quality (Monroe, 1973).   

Hence, criteria for assessing quality or value, price may serve either to make the product 

more or less attractive. Monroe (2003) made a conceptual model that defines the role of 

price on buyer’s perception of product quality, sacrifice, value, and willingness to buy (Figure 

24). The model suggests that buyers may use price as an index to perceived product quality 

as well as an index of the perceived sacrifice that is made when purchasing a product or 

service. Perceived value represents a trade-off between buyers’ perception of quality and 

sacrifice. Perceived value is positive when perceptions of quality are greater than 

perceptions of sacrifice. The model posits a positive relationship between price and 

perceived quality and price and perceived sacrifice. Willingness to buy is positively related to 

perceived value. 
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Figure 24 – Buyer’s Perception of Product Quality, Source: Monroe, (2003) 

Monroe (2003) argues that buyers’ perception of value represent a trade-off between 

qualities they perceive in the product relative to the sacrifice they perceive by paying the 

price which makes the equation look like the following:  

 

Perceived Value = (Perceived Quality)/Perceived Sacrifice) 

 

It is suggested that price is the main factor to determine the quality of a product if no other 

differential information is accessible for the consumers. A study shows (Monroe, 2003) that 

brand name is the most influential cue for assessing the quality of a product. However, if 

consumers are inexperienced and have never heard of the product before and also there is 

no additional information available, price becomes the number one cue for assessing the 

quality for the product. Furthermore, if time is a scarce resource, consumers will likely use a 

heuristic procedure like “high price means high quality”. However, price information plays a 

dual role in consumers’ judgments of product value. In general, when consumers attempt to 

process all the available information, they are likely to place more emphasis on price as an 

indicator of sacrifice rather than on price as an indicator of quality. However, when 

information is processed heuristically, consumers are likely to place more emphasis on price 

as an indicator of product quality rather than on price as an indicator of sacrifice (Monroe, 

2003).  

Cox (Lambert, 1972) indicates that consumers base their evaluation of purchase alternatives 

on informational cues in which they have the most confidence, and suggest that consumers 

often have more confidence in price as an indicator of quality than other cues (Lambert, 
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1972). It can be argued that the greater experience consumers get in buying a product, the 

less they rely on price as information for the quality of the product. A more experienced 

buyer would be expected to consider more and varied cues, and would be no more likely to 

choose a high-priced item than one with a low price. 

 

How people use price to evaluate quality is suggested by a paradigm developed by Emery 

(Monroe, 1973) in which buyers are hypothesized to categorize the product’s price, 

categorize the assessed quality, and then judge whether the assessed quality is equivalent to 

the expected quality for the categorized price (Figure 25). Mapping (a) to (b) and (c) to (d) 

are done simultaneously. Matching (b) to (c) depends on prior purchase experience with the 

product. If the line linking (b) and (c) has a negative slope, the item will be judged as high-

priced relative to assessed quality, while a positive slope would provide a low price 

judgment. In either situation, if the value of the slope is perceived to be relatively large, 

consumers may refrain from comparing their “standard” price-quality relationship against 

the one observed. The paradigm can be criticized to only look at one factor or one product. 

Normally if quality is determined, other product prices tend to be included to assess the 

product’s price quality ratio. 

 

Figure 25 – Judging Quality, Source: Monroe, (1973) 
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Furthermore, another explanation of the price-quality relationship is about risk. The 

prospective consumer balances (1) the money amount of the extra cost of a higher-priced 

product against (2) the possibility of losing out because of the assumed lower quality of the 

lower-priced product.  

 

Leavitt states: “If price sometimes has more than an economic meaning, if it also carries with 

it some implications about quality or good value or social propriety then we would expect (1) 

that the consumer would feel some “conflict” in making a choice and (2) that he would in 

some cases make the higher-priced choices. The pressures toward the lower price, in other 

words, deriving from his concern about spending his money, might be balanced, or even 

overbalanced, by his concern about getting good quality or the right product” (Shapiro, 

1968). 

 

To reduce the risk of choosing a product of significantly poorer quality, consumers choose 

the higher-priced brand. The buying situation itself is a factor. Many consumers, for 

example, view the purchase of a gift differently from the purchase of an item to be used by 

themselves. They choose the gift more carefully and spend more to ensure that it will be 

appropriate and “good” (Shapiro, 1968).  

 

However, the theory only applies if there is a positive relationship between price and buyers’ 

perception of product quality. 

9.4.2 Summing Up the Theoretical Approach 

Consumers see the price either as an index of sacrifice or an index of product quality. It is 

suggested that if consumers do not have any information other than price, then they will use 

the price as cue for the quality of the product. It is suggested that brand name serves as the 

best cue for assessment of product quality. Furthermore, if consumers are inexperienced 

buyers of a product, price will also become an important cue for assessing the quality of the 

product. It is important to notice that it is not only price that acts as a cue to assess the 

quality for the product, but that other brands in the category will also act as cues for the 

product. If consumers use a heuristic procedure and say that you get what you pay for, price 

will act as the main cue, because consumers will not have time to look at other cues. 
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However, it is believed that if consumers have a great experience in buying the product, 

price does not play that important role in the quality assessment. However, consumers do 

also perform a risk assessment if they buy a product that they are less experienced with, and 

to reduce risk they choose the high-priced product compared to the low-priced to reduce 

risk. 

9.4.3 Empirical Evidence 

In the following section, the empirical evidence will be based on the findings of Priya et al. 

(Raghubir et al., 2004), Makienko (2006), Gupta and Cooper (1992), Leavitt (Monroe & 

Chapman, 1987), Tull et al. (Monroe, 1973), Ölander (Monroe, 1973), McConnell (Monroe, 

1973), Lambert (1972), Della Bitta (Monroe, 1973), Stafford and Enis (1969), Andrews and 

Valenzi (Monroe, 1973), smith and Broome (Monroe, 1973), Gradner (Monroe, 1973), Jacoby 

et al. (Monroe, 1973), Rao (Monroe, 1973), and Shapiro (Monroe, 1973) which all have made 

great contribution to the field of perceived quality.  

Priya et al. (Raghubir et al., 2004) state that there is evidence that price promotion leads to 

unfavorable quality and brand evaluation. For example, when consumers attribute a 

promotion to something about the brand, their attributions are negative and they believe 

the product is of poor quality. This will most likely happen when it is not common for a 

certain category to offer promotions (Raghubir et al., 2004). Makienko (2006) states that one 

plausible explanation that sales promotion could lead to consumers questioning the quality 

of the product is based on consumers’ belief that a marketers goal is to make profit. If a 

discount appears to be too high, consumers may engage in attributional processing to 

account for the behavior and may make some inference about the quality of a product or 

the motive of a retailer. A study conducted by Gupta and Cooper (Gupta & Cooper, 1992) 

states that consumers may view very large discounts (>50%) with suspicion in terms of the 

quality of the product.  

 

The following case shows if a product is priced too low compared to other products in the 

same category, consumers tend to see the product as an inferior product. 

“In 1980 Pathmark, a large, east coast supermarket chain, introduced its premium all 

purpose cleaner. This product’s chemical composition precisely duplicated the top-selling 

national brand, Fantastik. Furthermore, its packaging clearly mimicked the national brand’s 
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packaging. Finally, in 1988, Pathmark took the product off the shelf. A spokesperson for the 

company said, “Clinically, it was an outstanding product in every respect. We believe the 

price was so low that it discredited the intrinsic value of the product.” An executive of a 

market research firm added, “The farther the (price) distance from the national brand, the 

higher the credibility problem for consumers. Once you get outside the customer’s comfort 

zone, the consumer psychology becomes, Gee, they must have taken it out in quality 

(Monroe, 2003).”  

 

Monroe (2003) found out that consumers interpret odd price (such as sales promotion 

prices) as signals of inferior quality and round prices as signals of high quality. Leavitt 

(Monroe & Chapman, 1987) concluded from his research that higher prices may sometimes 

increase a consumers’ satisfaction with the purchase because a higher quality is imputed by 

the higher price.   

 

In a research conducted by Leavitt (Monroe, 1973), he asked 30 Air Force officers and 30 

male and female graduate students to choose between two differentially priced, lettered, 

imaginary brands which were moth flakes, cooking sherry, razor blades, and floor wax and 

then indicate the “degree of satisfaction” with their choice. Subjects tended to be less 

satisfied when choosing lower-priced brands and also tend to choose the higher-priced 

brands when (1) price was the only differential information; (2) the products were perceived 

to be heterogeneous in quality; and (3) the price difference was large.  

Tull, et al. (Monroe, 1973) replicated Leavitt’s experiment using table salt, aspirin, floor wax, 

and liquid shampoo and found that the respondents tended to choose the higher-priced 

brands of products which were perceived to be heterogeneous.  

Distinguishing between the effects of price as an indicator of quality on the perception of 

product attractiveness, or on the perception of purchase offer attractiveness, Ölander 

(Monroe, 1973) experimentally tested the effect of price for household textiles on more 

than 100 young women’s perceptions of product attractiveness. When consequences were 

related to pair wise choices, similar towels were often preferred when assigning a high price 

than when assigned a low price.  
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McConnell (Monroe, 1973) tested sixty married students in each of 24 trails to choose one 

bottle of an identical beer differing only in brand name and price. The study revealed that 

perceived quality was significantly and positively related to price.  

 

In an extensive experiment, Lambert (Lambert, 1972) used 200 undergraduate students to 

choose between toothpaste, battery-powered tape recorder, luggage, tennis racket, 

portable stereo phonograph, instant coffee, and suntan lotion where there was made three 

identical but fictitious brands of each product. The research showed that the consumers that 

had a high confidence that price functions as a predictor of quality they would buy the more 

expensive alternative. Consumers who perceived themselves as experienced in purchasing a 

product appeared to be greater to buy high-priced items. Furthermore, consumers who 

believed there was a large quality variation among brands were prone to select a high-priced 

product. Those who selected the high-priced items had the highest self-ratings on ability in 

judging quality. Consumers choosing the high-priced products may have had higher overall 

self-confidence and as a result, rated their own ability higher. The findings strongly suggest 

that price choices are associated with preconceived ideas about the amount of variation in 

quality within the product category. High uncertainty may also not be potent inducement to 

choose a high-priced alternative.  

 

From those findings it can be suggested that consumers who buy the high-priced 

alternatives are consumers who (1) have confidence in price as an indicator of quality, (2) 

have more experience in buying the product, (3) feel they have more skill in judging quality, 

(4) perceive less difficulty in judging quality, (5) perceive quality variation within the product 

category, (6) and perceive uncertainty in the choice (Lambert, 1972).  

Della Bitta (Monroe, 1973) experimentally determined that students used price as an 

indicator of product attractiveness for table and pocket radios. Moreover, a positive relation 

between an evaluator’s uncertainty about ability to assess product attractiveness and the 

use of price as an evaluative criterion was discovered. 

 

A frequent criticism of the single-cue study is that when price is the only information 

available, consumers naturally associate price with quality. Generally, when price is the only 

differential information, a positive price-quality relationship is observed which is enhanced 
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when the products are perceived to be heterogeneous in quality and when the comparative 

price differences are accentuated. However, there has been made multiple cue studies 

where price is not the only cue for the consumers to estimate the quality of the brand.  

 

Stafford and Enis (1969) argue since consumers in the market place have access to many 

cues other than price, a natural extension of previous research is to study the functional 

relationship between quality, price, and store information for a given product. They made a 

research on household carpets. The consumers were told that the samples were of similar 

color, texture, and weave, but the samples were from two different stores and were priced 

at two different levels. Thus, the only objective differences among the four samples were 

price and store. The results suggest that product quality perception depends on multiple 

influences in the study; product price and store image.  

However, the results show that price was still the cue that the consumers associated the 

most to high product quality. But interaction of price and store information produced a 

statistically significant difference in perceived product quality.  

The findings suggest that prestige store’s image might be endangered if they also carry a 

cross section of low-priced merchandise. In other words, retailers that have attained a 

certain prestige image in the community may not be able to maintain a strategy of “being all 

things” to all consumers. 

 

Andrews and Valenzi (Monroe, 1973) asked 50 female students to rate the quality of 

sweaters and shoes. Quality ratings for each product were obtained first for each cue 

presented separately (price, store name, and brand name), then for all 27 variable 

combinations. The results indicated that the lower the price the greater the influence of 

brand names. However, combined price was clearly the most dominate quality cue.  

Smith and Broome (Monroe, 1973) experimentally tested the effects of price and market 

standing information on brand preference using 196 student’s wives and products like 

toothpaste, aspirin, green peas, and coffee. Their findings suggest that price and market 

standing information influences preference of unknown brands, but neither influences 

preference for known brands. Monroe (1973) discovered that when housewives had prior 

differential purchase or use experience, brand attitude overcame the price influence, 

implying less use of price as a preference decision cue. Departing from previous studies, 
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Monroe disaggregated the data and discovered that when price was the only differential 

information, the respondents found it very difficult to decide which brand to prefer. In this 

study, respondents were permitted to indicate no brand preference for any test situation, 

and when price was the only differential information, nearly 25% of all respondents 

indicated indifference even when comparative prices were more than 40% apart.  

 

However, Jacoby et al. (Monroe, 1973) asked 136 adult male beer drinkers to taste and rate 

four test beers. By experimentally manipulating price, composition differences, and brand 

image, it was determined that price, except when considered in isolation, did not have a 

significant effect on quality perception, whereas brand image did. Gardner (Monroe, 1973) 

also found a brand-quality relationship replacing the price-quality relationship in an 

experiment testing students’ perception of toothpaste, men’s shirts, and men’s suits.  

Rao (Monroe, 1973) used 144 graduate students experimentally and tested the role of price 

in quality perceptions for electric razors and razor blades. It was discovered that after 

accounting for prior product knowledge, personality variables, and brand display, price did 

not significantly affect perception of product quality. Both prior product knowledge and 

consumer test information produced significant effects on quality perceptions. 

Monroe & Krishnan (Monroe, 1973) suggest that, when price and brand name are both 

present, there tends to be a greater price-perceived quality effect than when price is the 

only cue available. 

Shapiro (Monroe, 1973) found that for 600 women (1) price was generally an indicator of 

quality; (2) price could not overcome product preferences; (3) the use of price judge quality 

was a generalized attitude; and (4) price reliance varied over products, but was more 

significant in situations of high risk, low self-confidence, and absence of other cues. 

As Gradner (Monroe, 1973) has suggested, the research evidence precludes any 

generalization about a price-quality relationship. The single-cue studies unanimously 

observed a price-quality relationship, but the multi-cue studies often found little direct 

price-quality relations. In those studies where brand names were a part of the 

manipulations, the brand name influence seemingly dominated the price influence. 

Gradner (1970) found out that consumers would choose the higher-priced of two 

alternatives brands if the products were considered different. If they were considered “all 

alike” they would not go for the higher-priced brands. Furthermore, Grander found out that 
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if the internal reference price of consumers was high, consumers would buy high-priced 

goods. However, if the internal reference price was low, consumers would buy lower-priced 

goods. This research suggested that consumers have a lower and an upper price threshold. If 

the price is too low, the quality of the good may be questioned. If the price is too high, 

consumers see the good as being too expensive.  

9.4.4 Summing Up Quality 

Priya et al., Makienko, Gupta and Cooper, Monroe, Leavitt, Tull et al., Ölander, McConnell, 

Lambert, and Della Bitta suggest that price is an important cue for consumers to assess the 

quality of the product. They argue that the higher the price, the better the perceived quality 

of the product. Furthermore, they suggest that consumers who have confidence in their 

shopping experience also tend to buy the high-priced brands. It is suggested that if no other 

brand in the category is promoted one should not promote a brand, because it would be 

linked to inferior quality. Furthermore, if a brand is priced “cheap” according to the category 

consumers might also question the quality. However, the studies show that higher price is 

equal to higher satisfaction, and low price to lower satisfaction. It is stated that price is of 

critical importance for unknown brands. 

However, they base their research on price as the only differential information cue in market 

place which is very rare. However, it may be true for new consumers who lack information 

and lack time to collect other information. However, Monroe and Krishnan, Shapiro, Stafford 

and Enis, Gradner, Andrews and Valenzi, Smith and Broome suggest in a multi-cue research 

where there were other cues than price e.g. store name and brand name etc., and that these 

also had an effect on the perceived quality perception of the brand. However, price was still 

considered as one of the main cues to assess the quality of the brand. Rao and Monroe 

argue that in a market place where consumers have multiple cues to assess the quality of 

the brand, price does not play a big role in assessing the quality of the product. Furthermore, 

Monroe suggests that if price would be the only cue in the market to assess the quality of 

the product, consumers would have difficulty to decide which brand to choose. Based on the 

empirical data, it can be suggested that in alignment with the theoretical approach that if 

price were somehow to be the only differential information to assess the quality of a brand, 

price would be the most important cue.  It can be commented that price would still be an 

important cue, albeit it is not the only cue in the market. It can be concluded that price as a 
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cue is more important for inexperienced shoppers than for experienced shoppers. 

Furthermore, it is suggested that price for the assessment of quality is more important for 

unknown brand than for already established brands. However, it is still a question how big 

the sales promotion should be to question the quality of the product. It is suggested that it is 

an individual assessment according to the internal reference price. 

9.5 Brand Evaluation 

In this section, the thesis will look at how sales promotion can affect the brand equity asset 

brand evaluation. 

9.5.1 Theoretical Approach 

As stated in chapter 8.0 Brand Equity - A Theoretical Approach, brand evaluation mainly 

consists of the evaluation from the assets brand meaning and price/quality perception. 

However, brand awareness could also contribute to brand evaluation. As stated in the 

section 9.1 Awareness, the exposure effect can lead consumers to perceive the brand 

positive which eventually can lead to positively brand evaluation which works both for 

monetary and non-monetary sales promotion. It was stated in section 9.2 Brand Meaning 

that consumers could form a positive brand meaning of the brand, because sales promotion 

can lead to positive hedonic benefits such as evoke positive association about the brand, 

create enjoyable experience, positive feelings and emotions such as entertainment, smart 

shopper feeling, exploration and value expression.  

However, it was also suggested that sales promotion could lead to negative hedonic 

outcome. In other words, sales promotion can create both positive and negative brand 

meaning which will influence the overall brand evaluation. It can be argued that both 

monetary and non-monetary sales promotion can contribute to a positive hedonic benefit, 

whereas there is no evidence that non-monetary sales promotion can have a negative effect 

on hedonic outcome. It is stated that monetary sales promotions’ effect on the brand asset 

price is negative, because it can lower the internal reference price, which will make a 

consumer not to pay the regular price of the brand. This will affect the brand evaluation 

negatively. As stated in section 9.4 Quality, the quality of a brand that is and/or has been 

promoted can also have a negative effect on the brand evaluation, because the consumers 
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will question the quality of the product when it is on promotion, if they do not have any 

other informational cues (see Figure 26). 

 

Table 5 – Brand Evaluation Effects  

9.5.2 Summing Up Brand Evaluation 

It can be concluded that monetary sales promotion can have both a positive and negative 

influence on brand evaluation. Sales promotion can lead to the exposure effect in the asset 

awareness and create positive hedonic benefits by creating a smart shopper feeling for the 

consumers. However, monetary sales promotion can also lead to negative effects on brand 

evaluation, because it can lead to negative hedonic benefits in the asset brand meaning in 

the form of being a cheap shopper. Furthermore, monetary sales promotion leads to 

negative brand evaluation in the assets price and quality, because it can lower the internal 

reference price, and lower the quality perception of the brand. However, non-monetary 

sales promotion shows that it only has positive effects on brand evaluation. It can create 

exposure effect in the asset awareness, and it can create positive hedonic benefits in the 

asset brand meaning. 

9.6 Brand Relationship 

In this section, the thesis will analyze how sales promotion can affect the brand equity asset 

brand relationship. The theoretical approach will look at the Economic Utility Theory and the 

Conversion-Model.  The contribution of Keller (2008) and Hofmeyr et al (2000) will be 

included.  
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9.6.1 Theoretical Approach 

According to the economic utility theory, sales promotions serve to enhance the utility of a 

brand, thus attracting former purchasers of other brands. Sales promotion can be beneficial 

for a brand using sales promotion in terms of attracting new consumers. It may be argued 

that the extent to which a particular sales promotion stimulates switching depends on the 

economic value of the deal. Deals having relatively high economic value are expected to 

have greater utility and induce more switching than brands having relatively low economic 

value. The deeper the sales promotion is, the greater the utility of the product will create for 

the consumers (Dodson et al., 1977). In other words, the theory states that consumers will 

switch brand if the brand on promotion creates more utility for the consumers than the 

brand the consumers usually buy. According to the Economic Utility Theory, consumers will 

only be “loyal” to a brand which gives them the most utility for money.  

According to Keller (2008), if consumers have brand resonance with a brand “the consumer 

has a great deal of attitudinal attachment to a brand may state that they “love” the brand, 

describe it as one of their favorite possessions or view it as a “little pleasure” that they look 

forward to”.  

Hofmeyr et al. (2000) state that: “Commitment is psychological rather than behavioral. 

Commitment is about what is in the mind rather than about what we do. *…+ what 

consumers do and what consumers feel can be very different. We cannot deduce what 

consumers feel by observing their behavior. Somebody who appears loyal could, in fact, be 

completely uncommitted, and switch brands at the next purchasing occasion”.   

It is suggested that different segments are more attracted to switch when a better deal 

occurs (Dodson et al., 1977). Hofmeyr et al. (2000) made a conversion model (see Figure 28) 

where they divide consumers into different segments. (1) Entrenched: users of the brand 

who are unlikely to switch brands in the foreseeable future. (2) Average: users of the brand 

who are unlikely to change in the short term, but with some possibility of change in the 

medium term. (3) Shallow: users of the brand who have a lower commitment then average, 

with some of these consumers already actively considering alternatives to the brand. (4) 

Convertible: Users of the brand who are most likely to defect.  
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The non-users of a brand can also be classified into four segments. (1) Available: non-users 

of the brand who prefer the brand to their current brands though they have not yet 

switched, and who have been identified as psychologically ready to switch. (2) Ambivalent: 

non-users who are as attracted to the brand as they are to their current brands. Hence, they 

are open to the brand. (3) Weakly unavailable: non-users whose preference lies with their 

current brand, though not strongly. (4) Strongly unavailable: non-users whose preference 

lies strongly with their current brand. These consumers are least likely to switch to the brand 

in the near term (Hofmeyr, 2000). 

As the model indicates, consumers can be divided into different segments of how likely they 

are to switch e.g. when a deal makes the switching profitable. This model contradicts with 

the Economic Utility Theory, because the Economic Utility Theory states that as long the 

utility of the brand that is on deal is bigger than the current brand the consumer is likely to 

switch brands. However, as Keller (2008) states some consumers are so attached to the 

brand, or have created strong bonds with the brand that “no matter” how good the deal is, 

they will not switch. Hofmeyr et al. (2000) Conversion-Model clarifies that there can be 

consumers who are focusing on the utility that they get, but also includes consumers that 

are so attached to the brand that they will not switch no matter what. In other words, the 

model states that depending on which segment the consumers belong to, the consumers 

may or may not switch brands when a sales promotion is attached to a brand. 
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Figure 26 – Conversion Model, Source: Hofmeyr et al., (2000) 

9.6.2 Summing up of the Theoretical Approach 

It is suggested in the theoretical approach that from an economic utility perspective, 

consumers will always be “loyal” to the brand that gives them the most utility, and 

consumers will therefore switch between the brands that give them the most utility. In other 

words, sales promotion can attract new consumers. However, Keller argues that consumers 

can be so attached to their brand that they will not switch the brand even if the utility it 

greater when they switch.  

Hofmeyr et al. made a model that divided the consumers into different segments, and 

suggested that it will depend on which segment the consumers belong to if they wish to 

switch brands. In other words, there will be a segment where consumers “love” the brand 

and will not switch under any circumstance, and there will be segments where consumers 

will switch if an opportunity is created for better utility.  

9.6.3 Empirical Evidence  

In this section, the thesis has included the findings of Dodson et al (1977) and Dawes (2004). 

In order to find out if sales promotion enhanced brand switching, Dodson et al. (1977) 

conducted a study in which they used products like margarine and flour, and three types of 

sales promotion activities: media distributed coupons, cents-off marked on package, and 
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package coupons. They found out that offering a sales promotion enhanced brand switching. 

The probability of switching brands was significantly greater when a deal was involved then 

when no deal was involved. Also, they found out that media distributed coupons induced 

substantial switching, cent-off coupons somewhat less switching, and package coupons 

nearly had no effect on switching.  

Another study conducted by Dodson et al. (1977) shows that individuals who switched 

brands in order to take advantage of the sales promotion were less likely to repurchase that 

particular brand on their next shopping occasion than consumers who had purchased a 

product on regular price.  

Dawes (2004) states in his research that sales promotion primarily attracts existing 

consumers who buy the brand at a regular price, and that the small quantity of new buyers 

have a low propensity to re-buy the promoted brand when it is offered on regular price.  

9.6.4 Sum up Brand Relationship 

In agreement with the Economic Utility Theory and Dodson et al.’s research, it can be 

concluded that brand switching increases when the brand is on promotion. However, 

Dodson et al. found out that the likelihood of the consumers to buy the brand at regular 

price after it had been on sales promotion was less likely. This implies that sales promotion 

will not create loyalty.  It is suggested that it counts both for high and low involvement 

goods. Furthermore, in agreement with Keller’s statement and Dawes’s statement, the 

result showed that the consumers who buy a brand on promotion are regular buyers who 

also buy the product when it is on regular price. Based on the findings, it is suggested that 

one can divide consumers into different segments, where some segments are more likely to 

switch and other segments not. However, the research did not include non-monetary sales 

promotion activities which meant that further research is needed to conclude if non-

monetary sales promotion will result in the same findings. 

9.7 Part Conclusion of Sales promotion’s Effect on Brand Equity 

As the analysis showed, sales promotion can both create positive benefits and negative 

outcomes for a product’s brand equity.  
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Table 6 shows an overview over sales promotions’ effect on different brand equity assets. 

 

Table 6 – Sales Promotion’s Effect on Brand Equity, Own Creation 

Awareness 

It can be concluded that monetary and non-monetary sales promotion can have a positive 

effect on the brand equity asset awareness. The analysis shows the more consumers are 

exposed to a brand, the more likely they will perceive the brand positively. Sales promotion 

can also communicate through the clutter. 

 

Brand Meaning 

It can be concluded that sales promotion (monetary and non-monetary) can lead to positive 

benefits and negative outcome for the brand equity asset brand meaning. Sales promotion 

can have a positive effect on brand meaning if the culture and social peer groups support the 

idea of being a smart shopper. Consumers will get the hedonic benefit of seeing themselves 
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as competent, smart etc. for being able to find that promotion and benefit from the price 

reduction or sweepstake etc. Sales promotion can lead to other hedonic benefits such as 

exploration, fun, variety and information. Sales promotion can also lead to negative 

outcome for brand meaning. Consumers may perceive the handling of coupons as annoying; 

if the culture and/or social peer group see sales promotion as something cheap (perceive 

sales promotion as something bad).  Consumers might not choose to go after the product 

which is being promoted.  

 

Price 

However there exists some controversy in some of the brand equity assets if sales 

promotion affects it positively or negatively. The controversy in the band equity asset price is 

that authors are not unanimous about whether the internal reference price will be affected 

by a monetary sales promotion which will lead to a negative effect on brand equity. It can be 

argued that this field needs more research so it can be clarified how monetary sales 

promotion will affect brand equity and if the affect varies if the brand is a known brand or an 

unknown brand. The thesis suggests from the analysis that sales promotion can affect the 

brand equity negatively by (1) lowering the internal reference price, (2) unfamiliar brands to 

consumers will be affected more negatively by monetary sales promotion than on known 

brands, (3) deep but infrequent discounts are more harmful to the internal reference price 

than frequent but shallow monetary promotion.  

As it is stated in section 9.3 Price, it can be argued that consumers are not able to store all 

the price information, so it questionable if the internal reference price will be affected by 

monetary sales promotion. Furthermore, it is argued that consumers use other brands as 

reference price and that consumers are aware of a product that is on sale or not. It is 

concluded that sales promotion on national brands are perceived more positively than sales 

promotion on generic brands.  

 

Quality 

It can be concluded that monetary sales promotion can lead to negative effects on the brand 

asset quality. The analysis shows that price is a very important cue for assessment of quality. 

Price as a cue for quality is especially important for unknown brands. It does not really 
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matter if price is the only informational cue in the market place, because price is regarded as 

an important cue for quality.  

 

Brand Evaluation 

It can be concluded that sales promotion can lead to both positive and negative effects on 

the brand asset brand evaluation. As stated before brand evaluation consists of the prior 

brand assets combined.  

 

Brand Relation 

It can be concluded that sales promotion affects positively on the asset brand relation, as it 

can attract new consumers. As the analysis shows, consumers switch to the brand that gives 

them most utility for their money. The analysis showed that consumers who switched 

brands because of a promotion activity were less likely to re-buy the brand if it was offered 

on regular price. However, the research showed that one can divide consumers into 

different segments, where the level of brand relationship varies.  
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10.0 Sales Promotion’s Effect on Consumers’ Buying Decision Making 

Process 

The main findings of this chapter are: 

 Depending on the product category, consumers  either use a rational or intuitive decision 

making model 

 Sales promotion works differently in high or low involvement categories 

 It is argued that consumers can be conditioned to perceive sales promotion as beneficial 

 Sales promotion is most effective on consumers who travel through the peripheral route 

 

This chapter aims to explore what types of processes a sales promotion activity can activate 

in the minds of the consumers and what effect a sales promotion can have on the purchase 

decision.  

First, it is important to analyze how consumers make a buying decision, depending on the 

product category, and the steps and process that are related to a buying decision. 

Thereafter, in order to understand the process which a consumer’s mind undergoes when 

exposed to a sales promotion, it is important to understand what types of stimuli are needed 

to influence the consumer’s buying decision and which can lead to the desired purchases in 

the end. 

 

Several analysis have addressed that 70% of consumers’ purchase decision are made in the 

store (Belch & Belch, 2007). It means that only 30% of consumers buy a brand they have 

chosen before stepping in the shop. If one assumes that these 30% are loyal consumers to 

their brands, then even they can be motivated and stimulated to buy their brand more often 

than they normally will do. This means that store promotions not only decide what the 

disloyal 70% consumers decide to purchase in the moment of truth but also, how often the 

loyal 30% brand consumers buy their favourite brand. These findings aim to tell that in 

contrast to other media tool, store promotion is the only tool whose purpose for the 

consumers is to buy the product (Enevoldsen, 2004). 

It is therefore interesting to discover the buying decision making processes in the minds of 

the customers in order to find out what leads to a purchase and how sales promotion can 

contribute to this action.  
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This chapter will start with a definition of buying decision, followed by an overview over the 

stages that are included in a buying decision. Thereafter, the rational decision model and the 

intuitive model will be elaborated on how these two approaches can lead to purchase. In 

addition, 3 buying models will be introduced: Innovation Adoption Model, Alternative 

Hierarchy Model, and Repeat Purchase Behavior to analyze the steps in a buying approach 

and how sales promotion can affect those stages. Furthermore, the Classical Conditioning 

Theory will be introduced to get at better understanding on how sales promotion may affect 

the consumer’s mind. The Elaboration Likelihood Model will be used to define in what 

situations sales promotion can affect the consumer’s mind. The chapter will end with a 

discussion about Involvement Theory and how it can enforce consumers to purchase the 

product.   

10.1 Decision Making Process 

It is important to understand and acknowledge how complex it is to make a buying decision, 

even if it is a simple buying decision made almost every day. The interesting part is to 

understand how a person comes to that conclusion of buying something and what goes 

through a person’s mind during that process. The aim is to underline that it is very difficult to 

affect consumers to change their behavior, to catch their attention and at the end make 

them act in the favor of the company by buying the product. To change consumers’ behavior 

and have them influenced by sales promotion is indeed very difficult and the following part 

will illustrate a picture of how complex a mind can be when a buying decision has to be 

made and which factors have an influence on the buying decision process which can lead to 

a purchase or at least paying attention to a sales promotion activity.  

The thesis defines buying decision as several ways and steps consumers have to go trough to 

finally purchase the desired product. However, some of the stages that lead to the purchase 

of the product can be manipulate by sales promotion (see 10.5 Alternative Hierarchy Model). 

 

This definition reflects what this chapter aims to find out, namely, how the mind gets 

affected by sales promotion which in the end leads to the purchase decision.  
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Generally speaking, if people were asked to say their definition of buying decision, most 

people would say it is a thinking process with lots of mental activity involved in choosing 

between alternatives. But this doesn't include the way some people make buying decisions. 

Before deciding on what to buy, people do not always rely exclusively on their minds. Mental 

activity does not include the way some people make decisions.  Phrases like “I have a gut 

feeling, I know it in my heart, I feel it in my bones etc.” are all indicators of how and why to 

make a buying decision (McDermott, 2006). 

The way a sales promotion activity affects people is not only the rational way. An unknown 

product is often bought based on a gut feeling (10.8 Classical Conditioning Theory) rather 

than knowledge about the product.  

The purpose for exploring the “emotional” way of making a purchase decision is to explain 

why all decisions are not rationally made and why all decisions cannot be put in a theory or 

box frame and then analyze why people react to sales promotion as they do. Beyond rational 

thinking, it is relevant to have the emotional aspect included. It has, therefore, been 

important to give an overview of both ways of reaching a decision, based on the product 

category.  

10.2. Overview – Stages in Decision Making Model 

This section will go through the process of making a buying decision. 

The stages in a decision making can be broadly categorized as follows: 

 Define the situation 

 Generate alternatives 

 Information gathering                         

 Selection 

 Action 

10.2.1 Define the Situation 

In the stages of buying decision, this is probably the most significant step. It is vital to have a 

good understanding and be very clear about a) the situation and b) what consumers want to 

achieve. 

http://www.decision-making-confidence.com/types-of-decision-making.html


 

87 
 

Being clear about what consumers want, the decision to achieve will also have a knock on 

effects on the later stages in decision making. It is very easy to know what is not wanted, 

e.g., “I don't want this anymore”, or “This has to stop”. But such framing of the outcome in 

the negative does not set a direction to move towards, only what to move away from. 

Instead, state in the positive what consumers want the decision to achieve. For example, 

instead of “I want to stop wasting my time here” one could say “I want to get all me grocery 

done today from this store” (McDermott, 2006). 

This sets a very clear and measurable outcome for the buying process. It will often allow a 

much smoother transitioning through the subsequent stages in decision making as well. 

10.2.2 Generate Alternatives 

Unless people are choosing from alternatives there is no decision to make. The numbers of 

alternatives consumers choose will depend on such factors as experience, knowledge, skills, 

number of people involved in generating alternatives and what is considered important. 

10.2.3 Information Gathering 

The information required can be about the alternatives or even about the situation and the 

required outcome. As alternatives are suggested, it may require further clarification of the 

situation or the decision to be made. 

Of the stages in buying process, information gathering often takes the most time. This stage 

is the weighing up of the pros and cons of the various alternatives in order to arrive at the 

best decision.  

10.2.4 Selection 

Selection is the choosing of one of the alternatives. Although, it is listed as only one of the 

stages of buying decision, many people consider that this is the whole of the buying decision 

process. However, if the previous stages of buying decision have been done well, this stage 

is actually fairly straightforward. The method of selection will very much depend on the 

buying decision process.  

There are different methods of selecting a product depending on the product category, 

therefore consumers will either use a rational decision model or an intuitive decision making 

model (see 10.3 Rational and 10.4 Intuitive model). 
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10.2.5 Action 

It is important to include “action” in the stages of buying decision; because any time spent 

making a decision is wasted if it is not converted into action. An aspect of taking action is 

assessing whether the decision actually achieved the desired outcome and if not, making 

modifications until it does so (McDermott, 2006).  

10.2.6 Order of Stages 

Most consumers are not aware of the fact that they go through all or some of these stages 

when they make a buying decision. It is done automatically but in order to make quality 

buying decisions, the order of the stages is important. Note, it can be necessary to go back to 

an earlier stage when the information in the system changes. 

These five steps are basic steps that each person more or less goes through when making 

any kind of decision. However, these steps can also be included when consumers make a 

simple decision towards a sales promotion activity, but how they go through these five basic 

steps are different from one individual to another. As argued in section 10.9 Elaboration 

Likelihood Model, sales promotion can function as a shortcut through all the different stages 

in the decision making process. As stated, consumers can choose a product basically on the 

fact that it is on promotion, and ignore all the other steps that appears in the stages in 

decision making.  

The way consumers go through these steps, is the next step to be discussed, because that 

will have an influence on how sales promotion activities affect consumers when they see a 

sales promotion activity.  

10.3 Decision Making Models 

The following section will go through the rational and the intuitional decision model in order 

to show a picture of some of the decision making models that exist and how different they 

are from one another. Furthermore, it gives an insight to how different consumers can make 

a buying decision depending on which product category they choose to buy from.  

The rational decision model presupposes that buying decision is the same as problem 

solving. Frequently, the first step in the buying decision process is to identify the problem. 

However, not every decision is necessary in solving a problem e.g. deciding whether 

someone wants dark chocolate or milk chocolate is not, in of itself, a problem. However, for 
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some consumers reaching to a decision can be a problem, but that does not mean that it is 

the same thing. Those consumers have 2 options which they can choose between and can 

therefore not be defined as having a problem. 

10.3.1 Rational Decision Making Model 

The Rational Decision Making Model is the most popular type of models and is based around 

cognitive judgments of the pros and cons of various options. It is organized around selecting 

the most logical and sensible alternative that will have the desired effect. Detailed analysis 

of alternatives and a comparative assessment of the advantages of each is what this model is 

all about (McDermott, 2006). 

The Rational Decision Making Model can be quite time consuming and often requires a lot of 

preparation in terms of information gathering. If consumers see sales promotion activity in a 

store, they will probably go through all five basic steps as mentioned in section 10.2 

Overview- Stages in Decision Making Model, but without being aware of it. Only then, 

consumers will consider whether or not this sales promotion activity has any relevance. The 

Rational Decision Making Model has the same approach as the Utility Model discussed in 

section 9.6 Brand Relationship, where consumers would choose the product which gave 

them the most utility for money. This way, sales promotion is communicated to consumers 

who are making rational decisions when they buy, because sales promotion gives them a 

legitimate reason for buying the product. Rational decision making occurs mainly in high 

involvement goods, however, some rational thinking might also occur in low involvement 

goods.  

In short a Rational Decision Making Model involves a cognitive process where each step 

follows in a logical order from the one before. Cognitive, means that it is based on thinking 

through and weighing up the alternatives to come up with the best potential result 

(McDermott, 2006).  

10.3.2 Steps in a Rational Decision Making Model 

 Define the situation/decision to be made 

 Identify the important criteria for the process and the result 

 Consider all possible solutions 

http://www.decision-making-confidence.com/most-popular-decision-making-models.html
http://www.decision-making-confidence.com/rational-decision-making-models.html
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 Calculate the consequences of these solutions versus the likelihood of satisfying the 

criteria 

 Choose the best option 

(McDermott, 2006) 

10.3.4 Pros and Cons 

A Rational Decision Making Model presupposes that there is one best outcome. Because of 

this, it is sometimes called an optimizing decision making model. The search for perfection is 

frequently a factor in actually delaying making a decision. Such a model also presupposes 

that it is possible to consider every option and also to know the future consequences of 

each.  

However, limited by the cognitive abilities of consumers making the decision; how good is 

their memory? How good is their imagination? The criteria themselves, of course, will be 

subjective and may be difficult to compare. This models require a great deal of time and a 

great deal of information. And, of course, a rational decision making model attempts to 

negate the role of emotions in decision making. If consumers purchase from a product 

category that demands this type of model, it is important that the brand has top of mind 

placement by consumers otherwise it can be difficult for new brands to get the attention of 

these consumers. One way of achieving this position in consumers’ minds is, as mentioned in 

the section 9.1 Awareness by sales promotion, which contributes to create awareness about 

a product or a brand. Sales promotion can increase recognition and recall of the product but 

in order for consumers to remember the brand and recall the brand when they see it on 

sales promotion, they also need to be exposed to some stimuli which the consumers like and 

accept. This way, the consumers will associate some benefit to the brand (see 9.2 Brand 

Meaning) and thereby establish a brand meaning to the product or brand that is on sales 

promotion. If consumers start relating benefits to the brand, it is very likely that it will be 

easier for them to recall the brand when they see it on sales promotion and therefore be 

more willing to even purchase the product (McDermott, 2006). 
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10.4 Intuition  

There are different opinions about how to define intuition. Some say it is a hunch, sixth 

sense, instincts and insight.  

Others answer it by describing what it is not. It is not a conscious process. Nor is it a step-by-

step procedure that can be justified using logic. Or it is said to be the opposite of analytical 

and rational thought. 

A few will answer “what is intuition?” by saying how it works or what the results of it are. It 

is a process of being open to information, or a way to process lot of information very quickly. 

Or it is a feeling that things are right, or a finely tuned psychic ability. Or it is the ability to 

make decisions so that life works out well. 

Oftentimes, people will give seemingly contradictory explanations when asked “what is 

intuition?” Some say it is natural; others say it is a learnt skill. It has been described as 

something people are born with, but also as requiring a lot of education and experience 

before it can be applied. It is a spiritual thing. Maybe it is related to a high level of practice 

and skill (McDermott, 2006). 

 

Despite the above mentioned contradicting opinions about intuition, there are other factors 

that are important to be discussed in relation to why consumers choose to make decisions 

intuitively, of course, depending on the product categories.  

First of all, the world is changing so rapidly that the information is also changing with the 

same speed. Consumers have harder time separating the useful information from the 

worthless. Consumers are overloaded with commercial ads and sales promotion activities 

everywhere every day and as a result, it can be very difficult to pay attention to every single 

advertisement and most importantly to remember some of the advertisements and sales 

promotion activity in stores. 

Intuition models can be useful, especially nowadays, when consumers are overloaded with 

information about many different products each day. It can be harder and harder to judge 

something based on rational decision making model.  

 

Another factor that makes it necessary for consumers to think intuitively about their 

decision given the product categories is time pressure. Consumers are overwhelmed by the 

many alternatives in stores as well as feeling time pressured. Consumers, therefore, tend to 
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make the entire decision process easier by grouping similar brands or products they usually 

choose to buy together. Consumers tend to rely more on emotions when under time 

pressure. Hence, by creating an emotional link between the consumers and the brand, it is 

more likely that the consumers will choose that particular brand. It is, therefore, essential for 

marketers that the brand stay top-of-mind with the consumers. 

10.4.1 Intuition as a Decision Making Tool 

This section will define how intuition plays a role when consumers make decisions. 

Gary Klein, a psychologist has posed the question “what is intuition and can we train our 

intuitive abilities to make better decisions?” In fact, he points out that consumers make 

decisions intuitively over 95% of the time! Which means that over 95% of people’s purchases 

might come from low involvement goods (McDermott, 2006). 

Phrases such as “gut feeling”, “my heart is telling me...”, “it doesn't ring true for me...”, “I 

saw the whole thing in a flash...” are commonly heard and indicate how the person is 

processing information. What may not be present for consumers is simply the awareness of 

how they are doing what they're doing. 

This suggests that increasing the awareness of how someone processes information in the 

body’s system will give a greater access to one’s own intuition. This means that it is a skill 

learnable by anyone, which Classical Condition Theory also argues as seen in 10.8 Classical 

Condition Theory. If consumers are faced with a sales promotion activity, they will recall 

previous buying situations in which sales promotion was included. If they felt that buying a 

product on sales promotion was beneficial for them, financially and/or mentally, they will try 

it out again and buy products on sales promotion. They have “learned” that it was a good 

deal for them and they have therefore remembered the outcome of it. In other words, it is 

very likely that consumers can learn to react to specific buying incentives.   

 

So it is possible that intuition is a combination of all these contradictory things. It is natural, 

but can be improved by learning. It is something that a person is born with, but unless it is 

used and practiced one will not have access to the power of one’s intuition. It relates to the 

day-to-day practical processing of information and decision making. And developing one’s 

file:///C:/Documents%20and%20Settings/Martin/Dokumenter/MCM/Master%20Thesis/samlet/people%20make%20decisions%20intuitively
file:///C:/Documents%20and%20Settings/Martin/Dokumenter/MCM/Master%20Thesis/samlet/people%20make%20decisions%20intuitively
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intuition so that one knows how to use it well, allows a person to live a life that is as spiritual 

as any other path. 

So a practical answer to the question “what is intuition?” would be to say that it is the ability 

to process information, not just information in the environment, but also information 

available internally from past experiences and knowledge, that allows people to make great 

decisions. This information is not just processed mentally.  

As it was mentioned in the rational decision making model developing an awareness of what 

is happening in the body as well as the mind, and this aspect is vital for using your intuition 

for making excellent decisions (McDermott, 2006). It can be discussed if sales promotion can 

be juxtaposed with intuition in the way that by following one’s intuition one will jump over 

some of the stages of making a buying decision. 

It is important to mention that it is the product category that determines what type of 

decision making model customers base their decision upon and in the following section 

different models that are relating to purchase behavior will be examined. The thesis has 

chosen to examine Innovation Adoption Model, Alternative Response Hierarchy, Repeat 

Purchase Behavior, because these three theories together give a broad inside to how a 

consumer buying decision works.  

10.4.2 Innovation Adoption Model 

The Innovation Adoption Model (Belch & Belch, 2007) represents the stages consumers pass 

through in adopting a new product (purchase) (Figure 27). Sales promotion is essential for 

the marketer to make consumers adopt a new or unknown product.  

The model takes the consumer through the stages from awareness to adoption. As 

mentioned the first stage is awareness. As discussed in section 9.1 Awareness, sales 

promotion can create awareness.  

The second step is interest.  Interest can be created by offer different incentives that will fit 

the consumer’s needs. Again different sales promotion activities can be used.  

The third step is evaluation which occurs in the consumers’ minds.  

The fourth step will lead to trial where consumers will try the product. If consumers like the 

product, the last step will be adoption. However, if consumers dislike the product there will 

be no repurchase.  

http://www.decision-making-confidence.com/what-is-intuition.html


 

94 
 

It is important to mention that consumers will go through the same stages if they are dealing 

with an already known product, and sales promotion can contribute with the same as for the 

new and unknown product. 

 

Figure 27 – Innovation adoption Model, Source: Belch & Belch, (2007) 

10.5 Alternative Hierarchy Model 

Depending on the product category the effect of sales promotion will differ. Sales promotion 

will not have the same effect on purchase in a high involvement category compared to low 

involvement category (Figure 28). It is suggested that consumers who purchase products in a 

high involvement category tend to follow the standard learning model which consist of the 

steps learn – feel – do sequence which correspond to the rational approach of making 

decision (see 10.3.1 Rational Decision Making Model). First, consumers will learn about the 

product, and thereafter, they will include feelings or intuition about the upcoming purchase. 

The last step will be consumers buying the product. In a high involvement category, sales 

promotion can be used to give consumers a reason to buy the product. In the learn and feel 

phases, sales promotion will act as an extra incentive (see section 10.7 Maslov’s Hierarchy of 

Needs) to purchase the brand. It will give consumers more utility for money (exitment, 

entertaining etc.). However, consumers are not only looking at the utility for money benefit 

but also on quality fulfillment of their needs such as image, quality etc. It is suggested that 
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their needs must first be fulfilled before sales promotion will affect the purchase decision of 

the consumers (Belch & Belch, 2007).  

 

However, if consumers are making a purchase in a low involvement category sales 

promotion will work differently. It is suggested that consumers will go through a do – learn – 

feel sequence. Consumers will first buy the product and thereafter learn about it, and will 

end with a feeling towards it. It is argued that consumers do not compare the message with 

previous acquired beliefs, needs, or past experiences. The decision to buy a product can be 

triggered by a sales promotion signal that is sufficient to make consumers buy the product 

which can be related to the section 10.4 Intuition (furthermore see 10.9 Elaboration 

Likelihood Model & 10.8 Classical Conditioning Theory). 

 

Figure 28 – Alternative Hierarchy Model, Source: Belch & Belch, (2007) 

10.6 Repeat Purchase Behavior 

In addition to help create buying incentive in low and high involvement categories, sales 

promotion can also help to create repeat purchase behavior, because sales promotion can 

work as an introductory program for new or unknown products to the consumers. As seen in 

Figure 29, sales promotions can take consumers from trail to repeat purchase. Marketers 
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should be careful how they use sales promotion. If they drop the incentive too early, 

consumers may not establish the desired behavior. However, if they overuse the incentive, 

consumers’ purchase may become contingent on the incentive rather than the product.  

Figure 29 shows that the first step is to introduce product trail which can be done with the 

use of free sample, large discounts, or coupons. The next step in order to make consumers 

repeat the purchase is to induce purchase with little financial obligation, again coupons or 

discounts can be used.  The process will continue with induce purchase with moderate 

financial obligation which could be small discounts. The process will end with induce 

purchase with full financial obligation. However, the model contradicts with the findings in 

section 9.3 Price which state that if a new product gets introduced with a low price, 

consumers tend to look at the product being worth the introduction price. In other words, 

the consumers’ internal reference price will be adjusted to the introduction price, and when 

the price increases, consumers may be reluctant to pay the full price. 

The sales promotion activities can be tailored to fit the consumers’ needs for the category 

e.g. if the category induces excitement, a sweepstake can be use instead of a discount etc.  

 
Figure 29 – Repeat Purchase Behavior, Source: Belch & Belch, (2007) 
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10.7 Maslow’s Hierarchy of Needs 

Maslow’s Hierarchy of Needs proclaims a person will have to fulfill his basic needs in order to 

reach the next level of experienced needs. However, consumers are no longer only driven by 

basic needs (not in western world), consumers are now looking for products that can fulfill 

other and more complex needs such as sense of belonging or projecting a certain image 

(smart shopper) to the society (Businessballs, 2009). Consumers are therefore in the top of 

the hierarchy as the Figure 30 illustrates. Sales promotion can contribute to fulfill other 

needs besides the basic ones which the fast moving consumer goods (FMCG) fulfill, which 

are the physiological needs. At the same time, sales promotion can contribute with 

fulfillment of other needs such as social needs, esteem needs and self actualization needs 

e.g. making consumers feel entertained, exited, smart, lucky etc.  

 

Figure 30 – Maslow’s Hierarchy of Needs, Source: Businessballs, (2009) 

10.8 Classical Conditioning Theory 

In this section, the Classical Conditioning Theory will be introduced to analyze how sales 

promotion can influence the buying decision process of a consumer. 

The best known example of Classical Conditioning Theory is Parlov’s experiment with the 

dog where the dog was conditioned to expect food every time a bell rang. The food would 

work as an unconditional stimulus, and the dog would respond to it with salivation. The ring 
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of the bell would then be a conditioned stimulus. In table 7, the classical conditioning is 

placed to fit sales promotion. 

 

Table 7 – Classical Conditioning and Sales Promotion, Source: Blattberg et al, (1990) 

It is suggested that by frequently coupling premiums, prices, or discounts to a brand, sales 

promotion itself becomes the conditioned stimulus. In other words, every time consumers 

see a sales promotion, they will automatically become excited and develop positive feeling 

towards the sales promotion and therefore also the brand which should result in a purchase 

(Blattberg et al., 1990). Because consumers have been conditioned to link positive feelings to 

sales promotions, consumers will, every time they see a sales promotion, recall positive 

feelings which are associated with sales promotion.  

An example of linking a brand to a premium is McDonald. McDonald offers toys (excitement) 

in their happy-meals which would serve as unconditional stimulus while McDonald, as a 

restaurant, would function as conditioned stimulus. Every time one would mention 

McDonald to a child, the child would feel excited, because the child links the happy-meal to 

the brand McDonald (Blattberg et al., 1990). In Denmark, the color yellow has been 

associated with sales promotion. Every time consumers see a yellow colored sign, it can 

remind them of a discount offer. The yellow color is therefore a stimulus that can generate 

associations linked to sales promotion. 

The Classical Condition Theory is a stimulus response theory which argues that there will be 

a response to every stimulus. Furthermore, Vidal et al., (2005) showed that the majority of 

students in their research chose to pick a product where sales promotion was attached to it. 

Therefore, it is argued that sales promotion could function as a conditioned stimulus. 
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The sales promotion example provides insight as to why special displays, and feature 

advertising, even if not accompanied by a price discount, can elicit strong effects 

(Enevoldsen, 2004). Raghubir et al. (2004) argue that sales promotion may also lead to 

stockpiling of the brand. They suggest that consumers learn to wait for the promotion of the 

brand, and stockpiling it when it is on promotion. Since these activities are associated with 

price discounts, which naturally elicit a strong response, they become conditioned stimuli. 

The display of a sales promotion makes the consumer automatically think that there is a 

discount.    

10.9 Elaboration Likelihood Model  

It is suggested that sales promotion can influence a consumer’s behavior towards a product. 

It is argued that a product, consumers would not normally buy; a sales promotion activity 

can change their behavior and make him purchase it. This section will analyze if sales 

promotion can change the purchasing behavior of a consumer. The section will start with a 

theoretical analysis of how sales promotion theoretically could influence the purchasing 

behavior of consumers. The theoretical model which will be used to analyze sales 

promotions’ affect is the Elaboration Likelihood Model (ELM). The ELM captures the two 

main ways of making a decision, the rational/cognitive decision making model and the 

decision based on intuition (see 10.3. Rational Decision Making Models and 10.4 Intuition). 

The ELM provides a theoretical aspect on how to make a decision and at the end empirical 

evidence will be included to either support or contradict the theoretical findings.   

10.9.1 Theoretical Approach 

The ELM explains the process where persuasive communication leads to persuasion or 

influencing ones buying behavior (Belch & Belch, 2007). According to the model, there are 

two routes to persuasion: the central route and the peripheral route. Under the central route 

to persuasion, the receiver is viewed as being very active, involved, and evaluates the 

communicated message.  

Under the peripheral route to persuasion, the receiver is viewed as lacking the motivation or 

ability to process information and is not likely to engage in detailed cognitive processing. 

Rather than evaluating the information presented in the communicated message, the 

receiver relies on peripheral cues to assess the product. It is stated that sales promotion can 
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have an effect on the purchasing behavior if one is looking on the peripheral route. Those 

consumers who select products only by following the peripheral route can be persuaded to 

choose another product/brand due to cues from sales promotion (Belch & Belch, 2007).  

Sales promotion can add imagery such as brand display cues that could make consumers 

choose the promoted product, because those consumers who choose to follow this route do 

not seek in-depth information about the product; they only rely on a superficial cue. It is 

argued that simple inferences or cues in the persuasion context are given more weight in the 

consumers’ final judgment than is the consideration of actual product attributes or message 

arguments. For example, consumers traveling through the ELM’s peripheral route may only 

consider the promotion signal. One aspect of this promotion signal is its simple association 

with actual price reduction in the consumers’ learning history as seen in section 10.8 

Classical Conditioning Theory. Since the consumers are not engaged in detailed information 

processing, they may proceed to react to the  promoted brand as if a typical price promotion 

were in effect (they will more likely purchase it) (Inman et al., 1990).  

However, if consumers are traveling through the central route to persuasion, consumers 

might go beyond a promotion signal to consider the promoted brand’s relative price and 

other information like the quality of the promoted brand. It is suggested that sales 

promotion has the biggest effect to affect or influence a consumers’ behavior, if consumers 

travels by the peripheral route. 

10.9.2 Empirical Evidence 

Dickson and Sawyer (Inman, 1990) conducted a study where they immediately asked 

consumers in a supermarket after each had placed their promoted brands in the shopping 

cart if they could remember what the selected brands cost? They study showed that less 

than 15% could remember the actual price of the brands. Furthermore, the study by Inman 

et al. (1990) also states that promotion signals act as peripheral cues in consumers’ brand 

choice process. It is especially true for consumers who tend to travel the peripheral route in 

choosing brands. A study conducted by Boutillier et al. (1994) that builds on the study of 

Dickson and Sawyer (1990) shows that 78 % of consumers who bought either soda or coffee 

that were on promotion could recall the exact price.  

This study contradicts with Dickson and Sawyers findings which state that only 15 % could 

remember the specific price of the good. However, Boutiller et al. (1994) state that most of 
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the findings from their research complement the research of Dickson and Sawyer. In the 

store where the research by Boutiller et al. (1994) was executed, the difference in 

consumers’ capacity to recall the promoted price, which is discussed to be the 

communication between consumers and sales promotion, was better. In other words, the 

store’s signs were e.g. bigger, clearer etc. However, the conclusion of the study was that 

sales promotion can influence the behavior of consumers at the purchase situation, due to 

the fact that the product is on promotion. The fact that consumers could not remember the 

promoted brand’s price indicated that consumers did not think about the price, but only that 

the brand was on promotion. 

As the ELM suggests, sales promotion can influence the purchase behavior of a consumer 

which is backed up by the empirical evidence that only 15 % of the consumers knew the 

price of the brand they just purchased. Therefore, it could be argued that the promoted 

brand was the most important factor for consumers when choosing the product. It is 

suggested that for some consumers, the promotion signal alone may be sufficient to 

stimulate a change in brand choice behavior. One possible explanation for this phenomenon 

is that over time, some consumers interpret a promotion marker as a proxy for price a cut. 

The simple presence of a promotional signal leads the consumers to presume that the price 

of the promoted brand has been discounted (learning behavior). The analysis supports the 

notion of price promotion being effective for reasons beyond the actual price savings. The 

prime effect of a special price functions as a “good buy” signal.   

10.10 Involvement Theory 

The foundation of this theory is that consumers need to be involved with the product before 

a positive attitude towards the product can be established. The degree of involvement level 

is dependent on whether or not the consumers are high involvement or low involvement 

consumers. High involvement consumers seek information on their own because the buying 

decision is important to them. They want to make sure they are making the right decision 

due to perhaps the high price of the product or the value the product has to theses 

consumers. Low involvement consumers on the other hand act before they think. They do 

not want to think twice before making a decision and the buying decision is normally taken 

fast (Enevoldsen, 2004). 
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The common factor in both types of high and low involvement goods is that consumers can 

be involved in goods via promotion. High involvement consumers are stimulated to seek 

information about the product and thereby be convinced to buy the product after getting all 

the necessary information.  

Low involvement consumers do not need the same level of information and these 

consumers are often stimulated to buy the products on sales promotion. Low involvement 

consumers make the decision based on the stimuli, the consumers are exposed to in the 

stores. This means that especially low involvement products need a high activity level, 

meaning that the attention around the product is always top of mind so that the consumers 

are not tempted by competing products (Enevoldsen, 2004).  

 

According to the Involvement Theory, the idea is to make consumers use the product rather 

than establishing a positive mindset or attitude towards the product which would lead to a 

purchase decision later on in the decision process. Usually consumers would first and 

foremost establish a positive attitude towards a certain product and then decide to buy it. 

But attitudes (that are based on no “trail experience”) are usually weak and therefore easy 

to change. Consumers can easily relate to a product rather than to some advertising in a 

paper and if consumers have positive experiences with the product than the positive 

attitude will easily be established later on. As a result, the best way to start a long 

relationship between manufacturer and consumers is to let the consumer try the product. 

Advertising might remind the consumers about the product’s existence but the direct 

confrontation in the store is what leads to new customers and increased sales numbers 

(Envoldsen, 2004). 

 

According to Raghubir et al., (2004), analyzing how sales promotion influences brand choice 

behavior, the influence sales promotion has on brand choice behavior show that despite the 

variety of promotion techniques, the most frequently used is immediate price reduction and 

has also proved to have most influence on buying and brand choice behavior. The results 

concluded that promotions based on price were most effective compared to other forms of 

sales promotion activities such as coupons, “buy one get two” types of promotions etc. 

(Alvarez & Casielles, 2005). The results gained from this study are interesting to include in 

the discussion of why it is important for consumers to try out the product first in order to 



 

103 
 

develop a positive mindset towards the product. One of the ways to have consumers try the 

product is by using price promotion. Price reduction would immediately lead to increased 

attention.  

It can be discussed if low price always will lead to a trail of the product, but as stated in 

section 10.8 Classical Conditioning Theory, consumers’ are cognitively programmed to 

response to promotional signals. It can be argued that one of the most dominant promotion 

signals is price reduction, and from a theoretical perspective consumers will always respond 

to it if the product is relevant for them. However, as argued in section 9.2 Brand Meaning, 

the social surrounding is also of vital importance if consumers are choosing to buy a brand 

that is on promotion or not; either they will be perceived as a smart- or cheap-shopper. 

However, as discussed in section 9.3 Price, a monetary sales promotion can have a negative 

long-term effect on the consumers’ internal reference price.    

10.11 Part Conclusion of Consumer’s Buying Decisions 

Typically consumers will go through 5 stages before they select a product. The stages are: 

Define the situation, generate alternatives, information gathering, selection, and action. 

However, with help from sales promotion these steps can be neglected. It counts especially 

for low involvements goods like fast moving consumer goods.  

The thesis introduces two different kinds of decision making approaches. The first is the 

Rational Decisions Making Model. The idea behind this model is that consumers choose the 

product which is most rational to choose, which means the product which they get most 

utility from their money. As a result, it is suggested that consumers would tend to buy a 

product on promotion because it gives the consumers most utility for their money. The 

second model is the Intuition Model. It is suggested that intuition can be juxtaposed with 

sales promotion, because consumers who make a decision based on intuition may neglect 

the decision making stages.  

As the Innovation Adoption Model suggests, sales promotion can be essential for the 

marketer to get consumers to try out a new product. Sales promotion can in the situation of 

trying a new product create awareness and interest which can lead to trail. It is concluded 

that depending on the kind of product category, the effect of sales promotion will differ.  
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Furthermore, it is argued that sales promotion can act as an introductory program for new/ 

unknown products and take consumers from trail to repeat purchase.  

It is argued that sales promotion functions as an extra form of fulfilling consumers’ needs.   

It is suggested by the use of the Classical Conditioning Theory, that people are mentally 

programmed to link a sales promotion to benefits, e.g. monetary benefits. This means that a 

sales promotion signal, a sign which says sales promotion, could be enough to make a 

consumer buy the product, without giving it a second though.  

The ELM suggests that consumers can choose between two routes when choosing a product. 

It is suggested that if consumers choose the peripheral route, consumers only use the sale 

promotion signal as reason to buy the product. Empirical evidence states that only 15% of 

consumers know the price of the promoted brand that they just bought, which suggest that 

they do not use the exact price as reason to buy the product.  

It is suggested by the Involvement Theory that in order to make consumers buy a product, it 

is important that consumers get involved with the product by feeling it, using it, and tasting 

it etc. It is suggested that sales promotion can function as one of the best tool to make 

consumers try out a new brand.  
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11.0 Obtain Brand Equity from Sales Promotion 

The main finings of this chapter are: 

 Sales promotion can built brand equity by creating brand awareness, brand meaning, 

and to increase brand switching 

 Brand equity can affect brand equity negatively by create negative hedonic outcome, 

lowering the internal reference price, and decrease perceived quality 

 

In this chapter, the thesis takes the findings from chapter 9.0 Sales Promotion’s Affect on 

Brand Equity and 10.0 Sales Promotion’s Effect on Consumers’ Buying Decision Making 

Process and comments on how marketers can use the findings to build brand equity from 

the use of sales promotion. The thesis will go through every asset of brand equity that has 

been introduced in chapter 8.0 Brand Equity - A Theoretical Approach in order to state how 

sales promotion affects brand equity either negatively or positively. However, the asset 

brand evaluation is not included in this chapter, because it in itself does not create brand 

equity, but is an outcome of the sum of the other assets. The thesis will elaborate on the 

assets: Awareness, brand meaning, price, quality, and brand relationship. 

11.1 Awareness 

Marketers can, as analyzed in section 9.1 Awareness, use sales promotion to create brand 

equity by increasing a brand’s awareness which includes recall and recognition. Marketers 

can furthermore enhance the communication of information about the brand. It is important 

to notice that both monetary and non-monetary sales promotion will create more 

awareness. As discussed earlier, sales promotion will have a positive effect on the exposure 

effect. Also, as the Von Restoff’s effect suggests (see 9.1 Awareness), sales promotion tends 

to stand out of the clutter. Therefore the thesis recommends marketers to use sales 

promotion, because it is a powerful tool in creating brand awareness for both 

new/unknown-, and known brands (e.g. by coupons, sweepstake, samples, premiums, event 

marketing etc.)  

11.2 Brand meaning 

Marketers can create positive brand meaning by using sales promotion. However, sales 

promotion can also have a negative influence on brand meaning. It is discussed in section 9.2 

Brand Meaning that sales promotion’s effect on the brand asset brand meaning can both be 
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positive and negative in the way that sales promotion can create positive hedonic benefits or 

negative hedonic outcome. Non-monetary sales promotion can create positive hedonic 

benefits such as exploration benefit and entertainment benefit etc. By using non-monetary 

sales promotion activities, the marketer can create strong favorable and unique associations 

for the brand. The monetary sales promotion activities can create positive utility benefits 

such as saving benefit, quality benefit, and convenience benefit etc. It is important to notice 

that if the marketers use monetary sales promotion, it is suggested that it works best for 

brands which are primarily related to utilitarian benefits, whereas non-monetary sales 

promotion activities primarily are related to hedonic benefits. It has been argued that non-

monetary sales promotions are better at creating brand meaning in the form of associations, 

feelings, and emotions, because it does not focus on price. Therefore, it is important that 

marketers know which product will benefit from utility or hedonic benefits, so that sales 

promotion activity can be adequately determined.  

It is important for the marketers to know their target segment. Both monetary and non-

monetary sales promotion can create the hedonic feeling of being a smart-shopper, but it is 

important to know if the target segment and its peer groups have a positive attitude 

towards sales promotion. The fact is that if the target segment has a positive attitude 

towards sales promotion, the marketer can execute various forms of non-monetary and 

monetary sales promotions activities to attract and give the consumer both utilitarian and 

hedonic benefits. On the contrary, both non-monetary and monetary sales promotion can 

also create the negative feeling of being a cheap shopper. It is recommended by the thesis 

that if the consumer’s peer groups accept or even encourages sales promotion it can be 

used with benefits to create brand meaning for the consumer (e.g. coupons, sweepstakes, 

bonus packs, even marketing etc.). However, if the peer groups dislike sales promotion 

activities, the consumer might not be motivated to buy the product that is promoted due to 

perceived image.  

11.3 Price 

Marketers should be aware of the fact that monetary sales promotion can have a negative 

effect on brand equity, because the internal reference price can be lowered for both 

new/unknown and known brand. Again, it is important to notice that new or unknown 

brands are more exposed to the negative effect of monetary sales promotion than well 
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established brands. The fact that consumers’ internal reference price can be lowered will 

result in marketers not being able to demand a premium price for the product, and thereby 

the equity of the product will be decreased. However, section 9.3 Price points out that 

known brands may benefit from the use of sales promotion. Furthermore, section 9.3 Price 

showed that monetary sales promotion over 20% has a huge effect on the internal reference 

price, which means that marketers should be cautious with the use of deep price discounts.  

 

It should be noted that the controversy of sales promotion affecting the internal reference 

price of a consumer exists. If the marketers are only looking for short term increase of sales 

for the product monetary sales promotion is the best tactic to use. There is no evidence that 

non-monetary sales promotion can affect the brand asset price. The thesis recommends that 

marketers should not use monetary sales promotion as an activity, because monetary sales 

promotion can lower the internal reference price for the consumer (e.g. coupons, refunds, 

price-offs etc.). However, in short term it can be useful for known brands.   

11.4 Quality  

As stated in section 9.4 Quality, sales promotion can decrease the brand equity asset quality. 

It is critical for marketers to know that consumers indentify lower price with lower quality if 

no other information about the brand is available. In other words, price functions as the 

number one cue for quality of the brand if no other sources of information are presented. 

 

It is important for the marketers to notice that if it is not common to promote a brand in a 

specific category, it is not wise to set a brand on sales promotion either, because it will 

confuse the consumers and make them wonder if something is incorrect since the brand is 

being promoted. Furthermore, if an unknown or new product is priced too low compared to 

other products in the same category, the quality of the product will be questioned. If a new 

brand gets introduced at a low price, consumers tend to look at the brand of being worth 

the introduction price. Then, when the brand increases its price to the regular price, 

consumers will think it is over-priced. Odd prices on brands are also perceived by the 

consumers as having inferior quality, whereas, round prices are perceived as having good 

quality. Furthermore, marketers should know, as mentioned in section 9.4 Quality, brand 

name is the most important cue for estimating the quality of the brand along with other 
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cues such as store-name etc. which also function as cues for assessment of the quality of the 

product.  

 

It is important to mention that if the brand that is promoted is a known brand, that already 

is known for its good quality sales promotion will not decrease the perceived quality of the 

brand (at least not in short-term). Sales promotion should be used cautiously on new or 

unknown brands, because consumers are not familiar with the price and relate the price to 

the perceived quality of the brand, “higher price equals higher quality”. Marketers should 

also notice that the brand asset quality is only affected by the use of monetary sales 

promotion. There is no evidence that non-monetary sales promotion will affect that brand 

asset. It is recommended to the marketers if they want to increase or maintain perceived 

brand quality they should not use monetary sales promotion on the product (e.g. coupons, 

price-offs, rebates etc.). However, in short term it can be useful for known brands. 

11.5 Brand Relationship 

Sales promotion can lead to brand switching which gives the consumer the opportunity to 

build brand awareness, brand meaning, brand quality, brand evaluation, and brand 

relationship for a new brand. As discussed in section 9.6 Brand Relationship, some 

consumers are affected by the Economic Utility Theory and will always tend to buy the brand 

that gives them the most utility for money. It is critical for marketers to notice that sales 

promotion primarily attract existing consumers but never the less sales promotion is still 

regarded as the best tool to attract new consumers. Therefore, the thesis recommends the 

use of sales promotion to encourage switching (by the use of e.g. samples, coupons, 

premiums, sweepstake, rebates, loyalty programs etc.).    

 

Figure 31 sums up what marketers should do, and what they should not do. 
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Figure 31 – Do and Do not on Sales Promotion 

11.6 The Influence of Consumer’s Buying Decision Making on Sales 

Promotion  

From the discussion in the previous chapter 10.0 Sales Promotion’s Effect on Consumers’ 

Buying Decision Making Process, consumers who use Rational Decisions Making Model 

according to the product category they choose to buy from will tend to look at benefits 

attached to sales promotion in order to choose which brand to buy. The marketers can use 

sales promotion activities to enhance the rational benefit of their brand. It can be discussed 

if monetary sales promotion activities will be better accepted by consumers who will be able 

to see the benefit right away from the sales promotion activity in form of e.g. price 

discounts. Furthermore, consumers who are purchasing a product where they will use 

intuition as decision making tool can be attracted by the hedonic benefits of non-monetary 

sales promotion. As discussed earlier, sales promotion can lead to brand switching. The 

Involvement Theory suggests that in order to establish brand equity, it is of vital importance 

for the consumers to get involved with the product and be able to feel the product 

physically.  

 

Marketers should also take advantage of sales promotion used on consumers who are taking 

the peripheral route to a decision, because as stated in the Classical Learning Theory, sales 

promotion activities are learned by the consumers to be beneficial. The thesis has touched 

upon sales promotions’ effect on low and high involvement product categories. In other 

words, how the different sales promotion activities can affect consumers’ buying behavior 
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tendencies, but in order to elaborate further on sales promotion’s effect on brand equity in 

low and high involvement product categories, further research is needed. 

From the above analysis, the thesis has shown which assets are positive affected by the use 

of sales promotion. However, it is of critical importance that marketers know what negative 

effects sales promotion can have on some assets of brand equity, in order to avoid crating 

negative brand value on their brands. 

11.7 Negative Effects on Brand Assets 

11.7.1 Negative Effect on the Brand Asset Brand Meaning 

Monetary and non-monetary sales promotion can have a negative effect on the brand asset 

brand meaning. The effect could be if the peer group, a consumer is part of sees sales 

promotion as an act of cheap shopping. The consumer might not be motivated to purchase 

products that are on promotion, because the consumer does not want his image to be linked 

to being a “cheap shopper”.  This effect on brand meaning applies to both unknown/new-, 

and known brands. 

11.7.2 Negative Effect on the Brand Asset Price 

Monetary sales promotion can have a negative impact on the brand asset price, because it 

can lower the consumers’ internal reference price. It is especially critical for new/unknown 

brands, because sales promotion can make the consumers think that the product on 

promotion is worth the promoted price. However, the analysis has shown that in short term 

this might not necessary be the case for known brands, since they can be promoted for a 

period and return to regular price without causing harm to the brand. However, further 

research is needed to know how sales promotion’s effect on known brands will be in the 

long term.   

11.7.3 Negative Effect on the Brand Asset Quality 

Monetary sales promotion can have a negative effect on the brand asset quality. Lower price 

can indicate inferior quality, because consumers link price to quality. This aspect is most 

critical for new/unknown brands, because consumers have no prior experience with the 

brand. However, known brands in the short term will not be effect the same way as 

new/unknown brand, because, consumers know the quality of the brand, and therefore it 
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will not have a big impact of the perceived brand quality. However, further research is 

needed to understand the long term impacts of sales promotion’s effect on quality for 

known brands.  

11.8 Summing Up the Negative Effect of Sales Promotion 

Table 8 below gathers the effects of monetary and non-monetary sales promotions on 

known, new, and unknown brands. The bold text indicates the negatives effects of sales 

promotion. 

 

Table 8 –Sales Promotion’s Effect on Different Brand Assets, Own Creation 

* Less negative effect on the brand asset in short term 

First and foremost, the effects of sales promotions can mainly be seen in the short term 

because the results are basically based on sales figures. However, the negative effect on the 

assets will not occur in short-term but after a period of time. However, the positive effects 

can occur within a short period of time. 
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It is suggested that generally all sales promotion suggestions account for both high and low 

involvement goods. However, it can vary from which product category the consumer 

chooses to purchase from. 

If a marketers use monetary sales promotion wrong on a brand, it could end up being 

captured in an evil circle of creating negative brand equity (Figure 31).  

11.9 The Evil Circle of Sales Promotion 

 

Figure 32 – The Evil Circle of Sales Promotion, Own Creation 

 

As seen on Figure 32, which is a simplified model, if a new or unknown brand is being 

promoted, it will start with lowering the price. As a result, the internal reference price is 

lowered. Furthermore, because the price is lowered, the quality perception might be 

lowered too. This will result in decrease in brand equity. Too be able to sell more of the 

product in short-term, marketers have to decrease price and the brand will be caught in the 

evil circle.  

The same will be true for a known brand; however, the process before the brand decreases 

in brand equity may take longer, because the brand already has built up some brand equity.  
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11.9.1 Examples of Lacoste Shirts and Clorox 

A real life case of a brand being captured in the evil circle is the case of Lacoste Shirts (Lodish 

& Mela, 2007). In 1969, General Mills acquired the brand and lowered the price of the brand 

and sold it in discount outlets. The short term results were that the brand sold more, 

however, Lacoste Shirts started to lose huge amounts of brand equity and went from an elite 

brand to a low perceived brand and lost its cachet. It is not necessary to say after Lacoste 

shirts lost its cachet; the brand did not sell well. In 1992, Lacoste repurchased the brand and 

raised its price and started to build brand equity. Since then the sales of the brand has 

jumped 800%. 

 

Another case is Clorox. Clorox is a company which sells cleaning products. Clorox bleach was 

one of their products which they promoted. The product was trapped in an endless cycle of 

discounting, and at the end, it cost less than most bottled waters. The company had also 

reduced advertising spending. Form a short-term perspective, the promotions appeared to 

be quite profitable. However, the consumers learned to lie in wait for these deals. As a 

result, the brand had a decrease in baseline sales (Lodish & Mela, 2007). 

 

It is suggested that a non-monetary sales promotion activity has the least damaging effect 

on brand equity. In fact, the only time non-monetary sales promotion may have a negative 

effect on brand equity is when the consumers’ peer groups do not approve brands that are 

being promoted and make consumers feel like a cheap shopper.  

11.10 Part Conclusion of Obtaining Brand Equity from Sales 

Promotion 

It is suggested that both monetary and non-monetary sales promotion can contribute to 

building brand equity for a brand. Basically, sales promotion is a very good tool to increase a 

brand’s awareness in different ways. Marketers can use sales promotion to create positive 

brand meaning in the form of positive utilitarian and/or hedonic benefits. However, in some 

cases, sales promotion can lead to negative hedonic outcome.  

Furthermore, monetary sales promotion can have a negative effect on the internal reference 

price, if the marketer is working with new or unknown brands.  
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Monetary sales promotion’s price discounts above 20% should be used cautiously, because it 

can create a negative effect on the internal reference price. Marketers should be aware of 

the fact that monetary sales promotion can have a negative effect on the asset quality. It is 

important for the marketer to understand that the negative effect of sales promotion on the 

asset quality varies if it is a new/unknown brand or a known brand. It is critical to 

understand that if a category does not promote its brand, it would not be wise to start 

promoting a brand.  

A positive affect of sales promotion is that it gives the marketer the opportunity to enhance 

brand switching among the consumers.  

However, it is important to notice that the effect can be different from new/unknown brand 

to an already established brand. Marketers should also be cautious that their brand does not 

end up in an evil circle of never ending decrease of brand equity, as the case was with 

Lacoste and Clorox.  
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12.0 Conclusion  

As the thesis used the hermeneutic approach, the thesis has answered the problem 

statement, and as a result, the conclusion should not be seen as the final answer to the 

problem, but as a framework for understanding the problem and as a possible answer to the 

problem.  

The aim of thesis was to prove whether the myth about sales promotion’s negative effect on 

brand equity was valid or not. It was stated that sales promotion would harm a brand’s 

equity by decreasing it. However, by analyzing sales promotion’s effect on the different 

brand assets the thesis found following results.  

 

Conclusion on Sales Promotion’s Effect on Brand Equity 

The first research question “how does sales promotion affect a brand’s equity” can be 

concluded by sales promotion having different effects on the various assets of brand equity.  

 

Sales promotion’s effect on the brand asset awareness was that both monetary and non-

monetary sales promotion activities contributed positively to the brand asset awareness. 

Sales promotion activities can draw attention to the product and communicate throughout 

the clutter. By exposing the brand more, consumers could form a more positive perception 

of the brand. It is concluded that the effects works both for known-, unknown/new brands.  

 

Sales promotion’s effect on the asset brand meaning can either be negative or positive for 

monetary and non-monetary sales promotion. It is negative if a consumer’s peer group does 

not accept sales promotion and due to that the consumer will not purchase products on 

sales promotion. However, if the peer group of the consumer accepts products on sales 

promotion, the consumer might be perceived as a smart shopper which will enhance the 

consumers search for products on sale. It is concluded that the effect works both for known 

and unknown/new brands. 

 

Sales promotion’s effect on the brand asset price is argued to be controversial, because 

there are contradicting empirical evidence. However, based on the findings, the thesis has 

concluded that sales promotion’s effect on price is negative. It is only monetary sales 

promotion that will affect the asset price. Furthermore, the thesis concludes that sales 
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promotion will have a negative effect on the internal reference price of a consumer. Sales 

promotion will have a more critical effect on new/unknown brand, because the promoted 

price will be associated with the brand. However, that might not be the case for known 

brand, because consumers already have an idea about the price range of the branded 

product.  

 

Sales promotion’s effect on the brand asset quality is considered to be negative on a brand’s 

equity. Price is a vital assessment for the quality of the product if no other cues are given. 

However, the research showed that unknown/new brands are more sensitive to price as an 

assessment of quality, because lowering a product’s price will be perceived as lowering the 

quality of the product. However, this effect does not necessarily apply to known brands, 

because consumers already have knowledge of the brand. It is important to mention that 

only monetary sales promotion will affect the asset quality. 

 

Sales promotion’s effect on the brand asset brand evaluation can both be negative and 

positive based on the previous brand assets outcome. 

 

Sales promotion’s effect on the brand equity asset brand relationship is concluded to be 

positive, because sales promotion attracts non-buyers to purchase a product on sale 

promotion. This applies both for non-monetary and monetary sales promotion and for 

unknown/new and known brands.  

 

In other words, sales promotion’s overall effect on the brand equity assets are positive 

except for the brand assets quality and price and in some cases brand meaning for 

new/unknown brands.  

 

Conclusion on Sales Promotion’s Effect on Consumers’ Buying Decision Making Process 

The second research question is “What effect does sales promotion has on the buying 

decision process in the mind of the consumer”. 
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Consumers go through 5 stages before they select a product. However, by use of sales 

promotion it is concluded that some of the stages can be omitted. In other words, sales 

promotion can act as a substitute for some of the stages in a buying process.  

Another conclusion is that in product categories where one would use a Rational Decision 

Making Model in high involvement products, consumers tend to use the 5 stages more than 

in low involvement categories where consumers tend to use Intuition Decision Models. 

Furthermore, the thesis concludes that sales promotion can have a big effect on consumers 

tying out new products. Sales promotion can create awareness and interest for the new 

product which in the end can lead to trail of the product. However, it is important to notice 

that sales promotion will have a different effect whether it is in high or low-involvement 

product categories.  

 

Moreover, the conclusion is that sales promotion is much more effective in low involvement 

categories where a simple sales promotion signal can lead the consumers to buy the 

product, whereas, in high involvement categories, consumers need to have fulfilled their 

need. Sales promotion will function as an extra need that is fulfilled by purchasing a product. 

Consumers can be conditioned to see sales promotion as beneficial and it can therefore be a 

learned mechanism which encourages consumers to buy products on sales promotion. 

 

Conclusion of Obtain Brand Equity from Sales Promotion 

The third research question is “How can marketers build brand equity from the use of sales 

promotion”.  

 

Marketers can use monetary sales promotion to increase brand awareness, brand meaning, 

brand evaluation and lead consumers to switch products. However, marketers should be 

aware of the fact that monetary sales promotion can lead to negative hedonic outcomes in 

the asset brand meaning. Furthermore, it can lead to decrease in the internal reference price 

and in perceived quality. This will highly occur for new or unknown brands. 

 

Non-monetary sales promotion can be used to increase brand awareness, brand meaning, 

brand evaluation, and lead to switching. However, marketers should be aware of that non-

monetary sales promotion can also create negative hedonic outcome 
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13.0 Alternative Perspective 

The Financial Crisis 

From year 2008 and until now, the world is experiencing a financial crisis. The result of the 

crisis is that consumers now tend to go straight to discount stores and focus on buying 

promoted products (Epn, 2009). It can be questioned if the financial crisis will have an effect 

on how people perceive sales promotion. Will consumers still associate low price with low 

quality. It is suggested that all benefits from sales promotion e.g. awareness, brand meaning 

etc. still count, but the question is, if the negative outcomes exist during a crisis. An example 

is the brand Mercedes Benz, which, in order to still compete in the Danish car market, has 

chosen to discount their cars by 150.000 DKR (Borsen, 2010). One could question if this will 

have some influences on Mercedes Benz´s perceived quality image. As discussed in the 

thesis, the effect of sales promotion on perceived quality for known brands is not that 

critical, but it could be questioned if it will have some influence in the long run. Furthermore, 

when the crisis is over, and if one assumes that Mercedes Benz will increase its price again, 

would the financial crisis have affected the internal price reference of the consumers? 

 

Sales Promotion’s Long Term Effects 

The thesis has mainly focused on the short term effects of sales promotion on brand equity. 

However, it is of vital importance to also know the long term effects of sales promotion on 

the different brand equity assets. The thesis concluded that sales promotion’s negative 

effect, in form of decreasing brand equity, on known brand was significantly less in short 

term compared to new or unknown brands. However, further research is needed in order to 

find out if sales promotion would have the same negative effect in long term on known 

brands. The findings of the thesis concluded that brand equity was negatively affected on 2 

brand equity assets: Price and quality for unknown brands. The interesting part would be to 

analyze whether or not the negative effect would be the same on known brands in long 

term.    

 

Sales Promotion’s Effect on Low and High Involvement Product 

Sales promotion can have different effects on low and high involvement product categories. 

The thesis mainly focused on sales promotion’s effects on buying decision making process in 

low and high involvement product categories. However, it would be interesting to analyze if 
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sales promotion will affect a brand’s equity differently depending on whether it is a low or 

high involvement product category. It is suggested that since people attach more value and 

importance to a brand in a high involvement category, the more negative effect a discount 

offer will contribute with in terms of decreasing some assets of brand equity. 
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Appendix 1 
 

23 Definitions of Brand Equity 

1. “Brand equity is the lifetime value of each customer”. Robert P. Parker, National 
Geographic Society. 

 

2. “Brand equity is the proportion of revenues due to “beyond-commodity” quality”. 
James P. Alleborn, Total Research Corporation. 

 

3. “A set of associations which are most strongly linked to a brand name”.  Andrea 
Dunham, Unique Value Int. 

 

4. Brand equity is the “future value of a brand name. This derives from the value 
consumers believe that brand offers them. This is expressed by how many consumers 
are willing to pay how much for the brand relative to the cost of alternative brands, 
and how durable their valuation is likely to be. Durability is the degree of loyalty at 
various relative prices”. William T. Moran, Longman Moran  Analytics Inc. 

 

5. “The customer franchise and the loyalty it commands”. 
 

6. “Retained customer in the marketing sense of the corporation’s ownership of the 
equity in its brands”. David B. Learner, MRCA Information Service. 

 

7. “The Finance “value” added when a product is sold branded versus unbranded” R.W. 
Ceurvorst, MarketFacts Inc. 

 

8. “Brand equity is the measurable financial value in transactions that accrues to  
product or service from successful programs and activities relating to branding”. 
Nigel Hollis, Millward Brown Inc. 

9. “Base brand equity is that portion of the existing brand’s annual sales that a 
comparable new brand could not generate at the same marketing support levels. 
Potential equity is the increased level of sales that line and franchise extensions 
would have versus comparable new brands would be able to spawn over time”. Joel 
Rubinson, NPSG Group Inc. 

 

10. “In case of an acquisition, it is the expectation of the future cash flow that commends 
a premium over the cost of developing the plant and infrastructure required to bring 
a new, competing brand to the market”. Alexander Biel 

11. “The set of associations and behaviors on the part of a brand’s customers, channel 
members, which gives the brand  a strong, sustainable and differentiated 
advantage”. Marketing Science Institute. 



 

B 
 

 

12. “Brand equity is the set of brand assets and liabilities linked to the brand, its name, 
and symbol, that adds or subtracts value to a product or service for a firm and/or its 
customers”. David Aaker. 

 

13. “Brand equity is everything the customer walks into the storewith.” Peter Farquhar. 
 

14. Brand equity is incremental amount your customer will pay to obtain your brand 
rather than a physically comparable product without your brand-name”. Joel Axelrod 

 

15. “Equity is the value that the brand adds to the product. Larry Light. 
 

16. “Equity is the value of the incremental cash-flow of branded products over and above 
cash flow of unbranded ones”. Simon and Sullivan 

 

17. “Brand equity is the set of the associations that permits the brand to earn greater 
volume than it would without the brand name”. 

 

18. Brand equity is the differential effect that brand knowledge has on consumer 
response to marketing-activity. K.L. Keller 

 

19. “Brand equity is the incremental utility associated with a brand name, which is not 
captured by functional attributes”. Kamakura and Russell 

 

20. “Brand equity is the incremental price premium, compared to a “generic” 
competitor. Muller and Mainz. 

 

21. “Brand equity is the collection of all the accumulated attitudes in the extended 
consciousness of customers, distribution channels and influentials which will increase 
future profit and long-term cash flow.” Tim Ambler 

 

22. Brand equity is the sales share w would get if we were at average price and had 
average distribution – and average price and distribution elasticizes applied”. Simon 
Broadbent. 

 

23. “Brand equity is the component of overall preference for a branded product, not 
explained by objectively measured product attributes”. V. Srinivasan 
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Appendix 2 

The output is divided into six categories: 

1. Immediate spontaneous response. 

2. Justification, explanations. 

3. Detailed elaborations/introspections 

4. Personals admissions 

5. Symbols, imagination analogy 

6. Repressed attitudes, motives 

The first category reviles the consumer’s very first association which will describe the brand 

when it is mentioned.  The next category the consumer will explain and justify the brand. 

The third category will show what the brand contains for the consumer. The fourth category 

contain the consumers own admissions which is the basis for the behavior to buy the brand. 

The fifth category is a more intangible category which contains symbols and imagination 

analogies. In this category it is reviled deeper reasons for why the consumer uses the brand 

and in which connections. The last category is repressed attitudes and motives which is the 

consumer’s unconscious choice. The output is used to analyze if the message the company 

want the consumer to get from the brand is decoded correct or if there has been a change in 

the decoding process in the public or private area (Millward Brown, 2009 (b)). 
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