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uilding strong brands is one of

the most important responsi-

bilities of marketers. The more

a brand appeals to consumers,
the more buyers it attracts and/or
the higher its price can be, relative to
those of the same product, unbrand-
ed. The resulting incremental sales
revenues are often termed a brand’s
revenue premium.! Today’s expand-
ing range of purchasing channels
encourages overwhelmed consum-
ers to rely on brands in making de-
cisions, such that those brands are
more important than ever.

Do Attitudes Drive Behavior or
Reveal Past Choices?

Both practitioners and academics
judge the strength of brands by ex-
amining consumers’ attitudes or
behavior in relation to them. Strong
brands have better sales or reach,
but also tend to inspire in consum-
ers more sympathy, trust, and ex-
pectation of quality.? A common
term used to describe the strength
of brands, namely brand equity,
takes both these characteristics
into account by distinguishing cog-
nitive brand equity (i.e. positive atti-
tudes) and behavioral brand equity
(i.e. higher choice likelihood). So
how can managers enhance brand
equity?

Experts tend to adhere to one of
two schools of thought. Both agree
that consumers must be aware of
the brand in order for marketers to
build its strength, but they disagree
about the next link in the chain. Tra-
ditionally, marketing experts held
that potential buyers first become
aware of a brand, then develop ei-
ther a positive or a negative attitude
toward the brand, and finally de-
cide whether to buy. More recently,
several scholars pointed out that a
brand’s buyers give it better ratings
than those who have not bought,
suggesting that, in fact, attitude fol-
lows behavior.? Andrew Ehrenberg
proposed a new model, termed the
awareness-trial-reinforcement mod-

el or ATR, in which positive atti-
tudes develop only after purchase.
The same group of researchers also
found that buyers rate small brands
less well than large brands.! These
findings had little effect on the dom-
inant belief that attitudes drive be-
haviors until, in 2010, Byron Sharp
published his book How Brands
Grow: What Marketers Don’t Know.
The book argued that brands do not
grow stronger than their rivals by
improving consumer attitudes, but
by being more mentally and physi-
cally available. Consumers who are
more aware of a brand are simply
more likely to buy it. Because most
of us are fond of our choices and
our possessions, Sharp and his col-
leagues viewed attitudes as nothing
more than lagging indicators of be-
havior. Behavior does not follow at-
titude, they argued, attitude follows
behavior.

Brand differentiation is
key. Without it, companies
will see less growth than
their strongly differentiated
competitors.

This debate is not just intellectu-
ally interesting, but vital to many fac-
ets of marketing. An organization that
aims to influence customers’ attitudes
toward its brand(s) will approach
brand building very differently from
one whose focus is on building cus-
tomers’ awareness. If understanding
customers’ attitudes is of little diag-
nostic value, much of what is now cen-
tral to market research education and
practice would have little value. Orga-
nizations would need to seek different
skills and universities would need to
adjust their curricula.

Marketing and management
scholars, moreover, base their re-
search methods on their belief that
consumers’ attitudes predict their
choices (or vice versa). This debate

therefore influences the direction of
the discipline.

Consumers Choose Strongly
Differentiated Brands

The marketing management literature
has traditionally emphasized differ-
entiation, that is setting your brand
apart by offering something that
competing brands don’t, and which
matters to many of your potential cus-
tomers. While differentiation is not es-
sential, it does make consumers more
likely to choose one brand over anoth-
er.’ There are many ways to stand out.
Some marketing managers choose to
link their brand with specific celebri-
ties. Nike, for example, has associated
itself with star athletes including Mi-
chael Jordan, Serena Williams, Tiger
Woods and many more. Other brands
link themselves to specific groups
or lifestyles, like Red Bull (Gives You
Wings) which promises better perfor-
mance in challenging circumstances.
Still others proclaim a purpose, ap-
pealing to their stakeholders’ values.
One example is Dove’s Real Beauty
Campaign which emphasizes that all
individuals should enjoy a positive
relationship with their appearance.
By differentiating its brand, a com-
pany can overcome disadvantages of
price or features and influence how
consumers respond to its other mar-
keting efforts.5 Brand differentiation,
then, is key. Without it, companies
will see less growth than their strong-
ly differentiated competitors.’

What Comes First, Attitudes or
Behaviors?

The approach of brand managers,
particularly with regard to differen-
tiation, is shaped by which of these
views they adopt. Those who believe
that behavior follows attitude will
want to associate their brand with
trust, strength, aesthetic appeal,
value, and other appealing traits. If
potential buyers find the traits at-
tractive and the price acceptable,
they will purchase the product.
Brand managers who believe that

Volume 00 | Issue00 | Season (0000 | MBR



attitude follows behavior will view
brand differentiation as both unat-
tainable and ineffective, focusing
instead on the ease with which their
brand comes to consumers’ minds
and how readily those consumers
can find their product.?

In 2021, Decker wrote that “near-
ly everybody in the industry has
lined up on one side or the other”
and “marketing people describe
themselves as ‘pro’ Ehrenberg-Bass
or ‘anti] with the latter asking
‘who knows more about branding:
a bunch of egghead academics,
or people in the trenches actually
working at brands?’® Despite this po-
larization, the academic marketing
literature has been largely silent on
the subject.!?

To shed new light on the matter,
we analyzed 153 brands active in
Germany, Indonesia, Saudi Arabia,
Thailand, and the UK. We hoped to
determine if attitude drives behavior
or vice versa, or if both are true. We
also wanted to know how important
differentiation is, relative to other
attitude metrics, so that managers
would have a firm understanding of
its benefits, or lack thereof. We test-
ed our findings by comparing large
and small brands as well as mature
(Germany and the UK) and emerg-
ing markets (Indonesia, Saudi Arabia
and Thailand).

The empirical study

We used panel data serted-by—mar-
ket from several thousand house-
holds gbout consumers’ purchases
of fast-moving consumer goods
(FMCGs), those which sell quickly
and for comparatively low prices,
ranging from personal and home
care products to food and beverag-
es. We also examined survey ratings
of consumers who bought items in
each category according to brand
and country.!! For each brand, we
looked at two behavioral success
factors: market share, the propor-
tion of purchases ef—a—giver—type
of produet—whieh—areg the brand in

Figure 1: Sample Characteristics of the 153 brands
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FMCG brands from five countries, with a similar number of brands with growing and declining market shares.”

question, and penetration, the pro-
portion of the population who have
bought the brand at least once. We
measured brand awareness by the
respondents’ ability to recall a brand
unaided when given the type of prod-
uct, We also measured three indica-
tors of attitude: perceived differentia-
tion, percentage of respondents who
believe the brand “offers something
that other brands do not”; perceived
value, percentage of respondents
who do not think the brand “costs
more than you are prepared to pay”;
and customer satisfaction, percent-
age of respondents who “would rec-
ommend the brand to others.” As
shown in Figure 1, this data covers
both mature and emerging econo-
mies, as well as brands with growing,
declining, and stable market shares.

Direction of Causality

Determining causality over time is
challenging because both chang-
es in X and the past of Y may help
predict changes to Y. For exam-
ple, does yesterday’s weather
in Boston help us to predict to-
day’s weather in London if we al-
ready know yesterday’s weather
in London? In 1969, C.W. Granger
proposed what are now known
as Granger Causality (GC) tests
to answer questions of this kind.
Using this along with multivariate
regression models, which trace
the relationships between a set of
variables, in this case the six met-
rics described above,’®* we built

two predictive models. The first
traced the influence only of each
variable’s past on its own current
value (Y). The second traced the in-
fluence of both its own past and the
past of each of the other variables
(X). If the second model yielded at
least 5 percent better forecasting,™
we concluded that X affects the
value of Y, termed X Granger Caus-
es Y. By running the same analyses
with the two variables in opposite
positions we determined whether
the two variables affect each other,
termed dual causality. In this case
we know that X Granger Causes Y
and Y Granger Causes X.?

Dual causality is the norm

The first thing we learned is that
dual causality is common. For nine-
ty-six brands, differentiation caused
and was caused by awareness, and
for eighty-two of those brands, it
had the same relationship with per-
ceived value. The market share of
ninety-five brands showed a com-
parably strong mutual relationship
with perceived value, and for six-
ty brands, with penetration. Nine-
ty-two brands enjoyed a similar
mutual relationship between pene-
tration and awareness.

Most of the instances in which
the causality moved in only one di-
rection involved market share driv-
ing other variables including pene-
tration, awareness, differentiation,
and satisfaction. Only perceived
value is more likely to drive market
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Figure 2: Effects of Differentiation On the Other Studied Metrics
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Figure 3: Top drivers of penetration, market share and satisfaction
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Numbers show the elasticities of changes in the four mindset metrics relative to share, penetration, and satisfaction

share than vice versa, and that by a
narrow margin (twenty-six vs twen-
ty-four brands). Instances of other
factors driving market share with-
out receiving a reciprocal boost
were uncommon: differentiation
and satisfaction (thirty-two brands
each), penetration (twenty-nine
brands), perceived value (twenty-six
brands) and awareness (twenty-four
brands).

Figure 2 shows that the influ-
ence of differentiation on aware-

ness, perceived value, and market
share is particularly pronounced
and that its influence on penetra-
tion and satisfaction is compara-
tively slight.

Importance of Predictors

To examine the strength of the relation-
ship between the six focal variables, we
regressed each of them (@) on its own
past and (b) on the present and past of
the other variables. The exceptions are
penetration and market share, which

were too highly (> 0.80) correlated to
be included in the same model. Details
regarding this analysis can be found in
the appendix.'s

We have formulated our results as
the percent by which the outcome vari-
able increases in response to a 1 per-
cent increase in the marketing variable,
termed the elasticity. Our findings are
in keeping with those of other studies
which examined comparable relation-
ships and reported elasticities between
0.10 and 0.70.F Figure 3 shows the top
four drivers of market share, penetra-
tion, and satisfaction, the results which
most marketing managers focus on.

Differentiation Often Drives
Penetration and Market Share
Market penetration is most strong-
ly affected by brand differenti-
ation (whose average elasticity
is 0.22), brand awareness (0.21),
customer satisfaction (0.21), and
perceived value (0.11). On aver-
age, a 10 percent improvement in
differentiation will lead to a 2.2
percent increase in penetration.
The differentiation of brands like
Sedaap Soy Sauce in Indonesia
and Rejoice Shampoo in Thailand
have had a particularly strong ef-
fect on penetration.

Market share is driven largely
by brand awareness and customer
satisfaction (average elasticities
of 0.28 and 0.26), followed by dif-
ferentiation (0.19) and finally per-
ceived value (0.17). Vaseline skin-
care in Indonesia and Fairy Fabric
Conditioner in the UK have been
particularly successful in increas-
ing their market share by improv-
ing their differentiation.

Customer satisfaction is strong-
ly driven by brand differentiation
(0.42), awareness (0.36) and pene-
tration (0.29) and less by perceived
value (0.11). Meanwhile, brand aware-
ness is most affected by penetration
and customer satisfaction (0.28 and
0.25), followed by differentiation
(0.19), and finally perceived value
(0.10) Perceived value’s greatest
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influences are brand awareness
and customer satisfaction (0.66 and
0.65), then penetration and differen-
tiation (0.59 and 0.58). And finally,
differentiation is most increased by
customer satisfaction (0.50), aware-
ness and penetration (0.32 and 0.31)
and finally perceived value (0.20).

Moderation analysis

Next we examined were different for
brands that are big or small (relative
to the average market share of the
top ten brands in a category), brands
in different success trajectories
(growing, declining, stable), brands
in different categories (Home Care,
Personal Care, Food/Refreshments),
brands in whose category consum-
ers have a different degree of inter-
est (high versus low involvement
based on scores sourced from a
global survey on consumer catego-
ry perceptions run by GfK and Kan-
tar), and brands in different coun-
tries (emerging vs mature market).
Details of our analytical approach
can be found in the appendix.'

The characteristics of brand
and economy change little

Most of the findings remain con-
sistent across brands regardless
of their share movement, category
involvement, and category. But we
find that the strength of some re-
lationships varies depending on a
brand’s size and the market’s ma-
turity.

We found that, in building
share and penetration, bigger
brands benefit more from high
customer satisfaction than smaller
brands. Meanwhile smaller brands
working to build awareness benefit
more from differentiation and per-
ceived value. In emerging markets,
differentiation is more important
to both share and penetration
than in mature markets and aware-
ness more strongly drives market
share. In mature markets, improv-
ing perceived value increases dif-
ferentiation. Figure 4 shows how

Figure 4: Fostering growth according to brand size and market development
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awareness, satisfaction and differ-
entiation affect market share in dif-
ferent situations.

Too much of the
discussion in marketing
is rooted in our desire to
establish conflict between
two opposite points

of view, and then

see one side win.

Implications

We have found no clear causality be-
tween consumers’ attitudes towards
a given brand and their behavior. We
found many instances in which behav-
ior followed attitude, but also many
instances in which the reverse was
true. There are several possible expla-
nations for this apparent dichotomy,
the simplest of which is this: Some
consumers may learn about a brand,
change their perception, and then
behave differently, while at the same
time, others may encounter a brand in
the store, purchase it, and change their
views because of that experience.

Our study therefore confirms both
established thinking on building brand
equity, arguing that attitudes cause be-
haviors, and more recent claims that

behaviors cause attitudes. Given the
human tendency to seek simple cause
and effect relationships, this duality
may be discomfiting, particularly to
those looking to simplify their deci-
sions. But too much of the discussion
in marketing (and many other social
sciences) is rooted in our desire to
establish conflict between two oppo-
site points of view, and then see one
side win. By learning to accept that
both sides are often correct, and that
causation often runs both ways, we
will only benefit. In political science,
for example, donations and polls are
known to drive one another, as are
social and traditional news media."
Business scholars, likewise, have em-
pirically demonstrated reciprocal re-
lationships between ad spending and
sales as well as between corporate
social responsibility (CSR) and fi-
nancial performance.?

Neither markets nor
consumer preferences
and perceptions are
stable. The best any
company can hope for
is to run faster than the
competition.
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Differentiation drives
penetration and market share
We have also examined whether
brands draw value from offering
something different from their
competitors (differentiation) or
simply from being uniquely identi-
fiable (distinctiveness). Our mea-
sure of brand differentiation, the
percentage of consumers who feel
that the brand “offers something
that other brands do not,” does not
explicitly require that the brand
have a unique product or service,
but it does go beyond the Ehren-
berg-Bass Institute’s requirement
for brand distinctiveness, that
consumers be able to identify the
brand.?® We have found that such
brand differentiation, whether
actual or perceived, fuels pen-
etration and market share. And
distinctiveness may spur differ-
entiation because, “even if cus-
tomers do not identify the brand
message in the selection of colors
or the typeface, subconscious-
ly they will know that certain
branding clues can signify strate-
gic differentiators such as premi-
um quality, a healthier option, a
variant for children or a fun and
cheeky character of the brand.”*
For instance, customers may pre-
fer Gillette because it differenti-
ates its shavers by promising out-
standing longevity, the smoothest
shave you can get, and continuous
blade improvement. Unique, and
sometimes trademarked, cues,
such as logo, tagline, and celeb-
rity endorsers convey all or some
of these associations to consum-
ers, even if some do not perceive
them as unique to Gillette. Neither
markets nor consumer preferenc-
es and perceptions are stable. The
best any company can hope for is
to run faster than the competition
by maintaining sufficient brand
differentiation in a large enough
part of the market.

Because attitudes and behav-
iors often drive one another, it is
worth improving both, using mar-
keting instruments to build con-
sumers’ trust and approval, while
increasing the product’s availabil-
ity to influence their choices. We
show that it would be unwise to
discard the differentiate or die phi-
losophy. Building strong brand dif-
ferentiation earns companies posi-
tive results at the market level. Dif-
ferentiation and perceived value
fuel awareness, the mindset metric
most essential to driving market
share and second only to differen-
tiation in driving penetration.

Focus on both attitudes
and behavior to grow
your brand.

We have found differentiation
to be more important than have
some previous studies, which have
typically focused on big brands in
mature markets. This difference
may stem from our study’s broad-
er scope. Indeed, differentiation
becomes increasingly important
as we move from big brands in
mature markets to small brands in
emerging markets. We have also
found customer satisfaction to be
the most important driver of mar-
ket share for big brands in mature
markets. Brand awareness, mean-
while, is key to both small brands in
mature markets and big brands in
emerging markets. Marketers must
therefore design growth strategies
according to the size of their brand
and the maturity of their market.

In emerging markets, mar-
keters should focus on building
awareness through brand differ-
entiation and perceived value.
Consumers in these markets typ-
ically want to familiarize them-

selves with a brand before they
even enter the store. Differentia-
tion is less important for FMCGs in
mature markets than for those in
emerging markets, and perceived
value matters more. Past research
has shown that FMCG buyers in
mature markets are less swayed
by image arguments than those
in emerging markets.? Moreover,
differentiation may have less influ-
ence in mature markets because
companies have had more time
to learn from their customers and
each other, making their offerings
more similar than those in emerg-
ing markets. Consumers’ decisions
also tend to be more routine and
less complicated in mature mar-
kets. Big brands in mature markets
should therefore emphasize unique
packaging, color, appearance, and
other distinctive qualities to help
consumers spot their brand on
shelves crowded with alternatives.

Big brands should not rest on
their laurels, though. Customer
satisfaction has a far stronger
effect on their market penetration
and share than on those of small
brands. Because big brands tend
to be well-known and widely pur-
chased, the customer is theirs to
lose. And their popularity means
that bad news about them spreads
fast, reducing customer satisfac-
tion and, with it, sales. On the oth-
er hand, customers’ familiarity
with large brands means that, as
long as those brands don'’t fail to
satisfy, many will go on purchasing
them, in part because of their
availability and prominent place-
ment in stores. By contrast, cus-
tomer satisfaction affects small
brands less. Instead, they face the
task of convincing those who are
not yet their customers to consid-
er, and ultimately choose, their
products. Our study demonstrates
that their best course is to improve
differentiation. M
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+ el = CustomerSatisfaction, +
e2, = CustomerSatisfaction, , + r,
* Penetration, , + error, [equation 1]
Before running the regression, we first
verify that none of the variable pairs are
correlated in excess of 0.80. That is the
case for 2 brands in Indonesia, which we
exclude from analysis, leaving 151 brands
for the multivariate regression. Besides
such multicollinearity (correlation
among the explanatory variables),
another threat to managerial inference
from this analysis is endogeneity, i.e.
correlation of an explanatory variable
with the error term. For example, a
brand's advertising campaign (not
captured in our data) may increase
both penetration and differentiation.
Regressing penetration on differentiation
would show a positive coefficient, even
though differentiation does not drive
penetration. This example also shows
two sources of endogeneity: simultaneity
(we chose to regress penetration on
differentiation, but differentiation is itself
a dependent variable driven by other
variables) and omitted variables (in this
case, the advertising campaign). Our
analysis accounts for simultaneity by
the Granger Causality tests. However,
we can't rule out that unmeasured
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variables could drive both the dependent
and independent variable. This issue is
not specific to our chosen model, and
managers should always be careful
interpreting model results given this
caveat.
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. For instance, the moderator regression

of the effect of penetration (PE) on brand
awareness (BA) in regression 1(reg 1) is

specified as: PEtoBA, ,, =a+ f=bigbrand,
+ g * categoryinvolvementhigh, + h
= emergingmarket, + i = growbrand,
+ J = declbrand, + k + homecat, + | +

foodrefrcat, + e, [equation 2]
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