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Abstract—In research of the effect of promotion on brand
equity, it remains unanswered of the differential influence of
monetary and non-monetary promotion on brand equity. This
study examines the differential influence of the monetary and
non-monetary promotion on each dimension of brand equity, and
explores the moderating role of product type with hedonic and
utilitarian. Findings show that product type has a different
moderating role in the effect of the monetary and non-monetary
promotion on each dimension of brand equity. Specifically,
monetary (vs. non-monetary) promotion has more effect on
brand awareness; and it has a significant influence on brand
awareness, perceived quality and brand loyalty of utilitarian
products than the hedonic products, but it has no significant
influence on the brand association. Non-monetary (vs. monetary)
promotion has more effect on brand awareness, perceived
quality, and brand loyalty; and it has a significant influence on
the brand association, perceived quality and brand loyalty of
hedonic products than the utilitarian products, but it has no
significant influence on brand awareness. Finally, this paper
includes a discussion of the theoretical findings, corresponding
managerial suggestions, and future research directions.
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I.  INTRODUCTION

Brand equity can lead to higher sales prices, larger market
shares, more effective advertising and promotion effects
(Keller, 1998), faster market penetration, more leveraged
product extension (Keller and Aaker, 1992), and more positive
consumer perceptions and increased consumer repeat
purchases, therefore to establish a strong brand in the market is
a key target of enterprise business activities.

But the effective differences in quality, attributes, service
and price are narrowing as competitors quickly copy
innovative products. Firms are thus faced with a dilemma, on
the one hand, enterprises find the effectiveness and important
influence of marketing mix measures including promotional
activities on brand equity creation (Yoo et al., 2000); on the
other hand, the improper use of promotional activities created
as brand equity has brought serious negative impact on the
brand, weakening and reducing brand equity, such as making
consumers' perceived value of the brand decline, affecting
consumers' repurchase and so on. This reality reflects the
interaction between promotional activities and brand equity.

Although there have been studies on the impact of
promotional activities and brand equity, most of them are on
the impact of a single promotional activity dimension on brand
equity (Keller and Lehmann, 2003; Kim and Yong, 2011; Yoo
et al., 2001), due to the lack of discussion on all dimensions of
brand equity from the unified perspective of price promotion
and non-price promotion, especially the in-depth discussion on
different incentives provided by promotional activities and all
dimensions of brand equity, the research conclusions obtained
are often contradictory. Therefore, this study attempts to fill
this research gap.

As mentioned above, based on the demand of the two
aspects of theory and practice, this study explores the influence
of monetary promotion and non-monetary promotion on the
four dimensions of brand equity, by introducing functional
products and hedonic products as a moderator variable, the
moderating effects of functional products and hedonic products
on the above effects were studied.

Il.  THEORETICAL ANALYSIS AND RESEARCH HYPOTHESIS

A. The Difference Influence of Monetary and Non-Monetary
Promotion on Brand Equity

1) The difference influence of monetary and non-monetary
promotion on perceived quality

According to the theory of reference price, consumers set a
reference price for each brand. Therefore, consumers will take
the price in monetary promotion as an important external clue
to infer the product quality (Agarwal and Teas, 2002).
Monetary promotion leads to the reduction of internal
reference prices of consumers, which makes consumers have a
negative perception of brand quality.

Unlike monetary promotion, consumers tend to separate
non-monetary promotion from price information and encode it
as revenue (Sinha and Smith, 2000), non-monetary promotion
does not lead to changes in the reference price (Palazon and
Delgado-Ballester, 2009). Since consumers' reference prices
are not affected by non-monetary promotion, consumers'
perception of brand quality is better than that of monetary
promotion in the context of non-monetary promotion.

2) The difference influence of monetary and non-monetary
promotion on brand awareness

Both existing brands and new product brands tend to use
brand enhancement methods such as advertising and promotion
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to increase brand awareness among existing and potential
consumers (Percy et al., 1992). The visual and verbal effects of
promotions can help to consolidate the brand name in
consumers' memory. This means that the experience of seeing,
hearing or paying attention to the brand will keep the brand
rooted in memory (Radder and Huang, 2008). Monetary
promotion provides consumers with the opportunity to obtain
similar quality functional products at competitive prices;
Non-monetary promotions enhance a brand's appeal to
consumers by providing positive emotions and feelings (Buil et
al., 2013). Both monetary promotion and non-monetary
promotion contribute to the establishment of the relationship
between the brand and consumers, so there is no significant
difference in the impact of monetary promotion and
non-monetary promotion on brand awareness.

3) The difference influence of monetary and non-monetary
promotion on brand association

The brand association formed by consumers includes all
kinds of information related to the brand, such as attributes,
benefits, thoughts, emotions, experiences and so on (Keller,
1998). Therefore, brand association may be potentially affected
and changed by the promotion activities. Promotion can change
the number of brand associations, because promotion has the
ability to enhance brand association (Palazén and
Delgado-Ballester, 2005). Thus, promotion can make a
significant difference to brand's unique association.

According to behavioral learning theory, monetary
promotion is more likely to become the main strengthening
factor for consumers to purchase products. Monetary
promotion leads to the uncertainty of consumers' perception of
brand quality, which is not conducive to the establishment of
long-term brand association and will eventually lead to more
negative brand recognition. This means that compared with
non-monetary promotion, monetary promotion is less efficient
in establishing brand association, because monetary promotion
emphasizes price as a single brand association. In other words,
monetary promotion leads consumers to consider convenience,
price and transaction rather than brand (Yoo et al., 2000).

When consumers' purchase decisions have hedonic motives,
fun, enjoyment or sensory stimulation will affect brand
cognition. Non-monetary promotion successfully diverts
consumers' attention from price. This indicates that monetary
promotion only produces a relatively single functional
connection because it provides practical benefits, while
non-monetary promotion creates more abstract connections
because it provides rich hedonic benefits. Therefore,
non-monetary promotion is conducive to brand differentiation,
can convey unique brand attributes, and thus improve brand
association (Chu and Keh, 2006).

4) The difference influence of monetary and non-monetary
promotion on brand loyalty

Frequent monetary promotion can damage brand equity.
Monetary promotion not only reduces repeat purchase rate, but
also affects consumer loyalty. In this study, monetary
promotion can quickly improve short-term performance, such
as increasing market share. In essence, monetary promotion is
used to stimulate and induce consumers to try products and
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encourage consumers to change brands, which is not conducive
to the accumulation of brand loyalty.

Consumer brand loyalty will be affected by promotion
intensity (Agrawal, 1996), according to the above analysis,
non-monetary promotion is conducive to the establishment of
consumer brand relationship, and can convey distinctive brand
attributes  through non-monetary promotion, which is
conducive to the development and strengthening of brand
image (Joseph et al., 2009). The main purpose of non-monetary
promotion activities is to pursue long-term market objectives,
improve brand image and increase brand loyalty (Lee, 2002).
Therefore, compared with monetary promotion, non-monetary
promotion can establish higher brand loyalty.

Based on the above discussion, the following hypotheses
are proposed in this study:

H1: Non-monetary promotion has a more positive impact
on brand equity than monetary promotion;

Hla: Compared with monetary promotion, non-monetary
promotion has a greater impact on perceived quality;

H1b: There is no significant difference between monetary
promotion and non-monetary promotion on brand awareness;

H1c: Compared with monetary promotion, non-monetary
promotion has a greater impact on brand association;

H1d: Compared with monetary promotion, non-monetary
promotion has a greater impact on brand loyalty.

B. The Moderating Effect of Product Type on the Influence of
Promotion on Brand Equity

Because consumers buy and use hedonic and functional
products for different reasons, their consumption goals are
essentially different (Chernev, 2004). Hedonic products can
provide rich consumption experiences such as fun, pleasure
and excitement, functional products mainly provide more
instrumental utility (Chitturi et al., 2008). Consumers buy
hedonic products to meet the pleasure and symbolic needs of
the senses; instead, functional products are consumed to meet
actual or functional needs. Therefore, consumers pay more
attention to objective and specific information such as price.
Consumer purchases of hedonic products do not involve
extensive information processing (Mittal, 2006), because
consumer evaluations are more comprehensive and often
subjective, such as based on their own emotional responses
(Botti and McGill, 2011). Therefore, consumers will be more
subjective when buying hedonic products; in contrast, buying
functional products is more rational. Obviously, different types
of products bring different expected benefits to consumers.

Based on the above analysis, this study believes that when
consumers buy hedonic products, they will be affected by
subjectivity and pay more attention to the core clues related to
shopping experience and pleasure emotion. In this case, the
influence of peripheral clues such as price and instrumental
utility on consumers is limited. When consumers buy
functional products, they will be directly affected by external
clues, such as price, product performance attributes to make
purchase decisions. From this, it can be inferred that compared
with hedonic product brands, monetary promotion that pursues
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low price and fine quality has a greater impact on the brand
equity of functional products. Compared with functional
product brands, non-monetary promotion that pursues pleasant
shopping experience has a greater impact on brand equity of
hedonic products. In conclusion, we propose the following
hypothesis:

H2: product type differences play a moderating role in the
impact of promotional activities on brand equity;

H2a: Compared with functional products, non-monetary
promotion of hedonic products has a greater impact on
perceived quality; compared with hedonic products, monetary
promotion of functional products has a greater impact on
perceived quality;

H2b: Compared with hedonic products, monetary
promotion of functional products has a greater impact on brand
awareness;

H2c: Compared with functional products, non-monetary
promotion of hedonic products has a greater impact on brand
association;

H2d: Compared with functional products, non-monetary
promotion of hedonic products has a greater impact on brand
loyalty; compared with hedonic products, monetary promotion
of functional products has a greater impact on brand loyalty.

I11. RESEARCH DESIGN AND RESULT ANALYSIS

A. Experimental Design and Subjects

2 (promotion type: monetary vs non-monetary promotion)
x 2 (product type: hedonic vs functional product) group
experiment design was adopted. In this study, 119 students
from a university were invited to participate in the experiment.
After 16 subjects were excluded (7 did not participate in the
experiment completely, 9 did not pass the questionnaire), 103
valid samples (65.0% of female) were selected.

B. Stimulus Material

To exclude any influence of previous experience and
knowledge related to past promotion activities (Raghubir and
Corfman, 1999), virtual brands were used in the experiments.
The brand name of foreign language pronunciation plays a
special role in consumer cognition (Leclerc et al., 1994). The
French pronunciation brand has elegant and noble attributes,
while the German pronunciation brand conveys quality and
reliability, therefore, the hedonic product brand in the stimulus
material is named "Le Elegant” in French pronunciation, and
the functional product brand is named "HauGuner" in German
pronunciation. In order to ensure the appropriateness of
stimulus materials and carry out pre-test of product selection,
ten MBA students were asked to provide a most frequently
used hedonic product and functional product catalog, and then
ten graduate students measured the product catalog with
7-level Likert scale according to familiarity. Pre-test showed
that the highest score in hedonic products was perfume
(M=5.46), and razor was the most familiar in functional
products (M=5.57). Therefore, the stimulating materials of this
experiment are: French brand Le Elegant perfume and German
brand HauGuner razor.
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C. Experimental Process

The subjects were randomly assigned to four experimental
groups, and then the reading materials provided to the subjects
detailed the corresponding promotional activities. A week later,
after repeating the experiment, participants were asked to rate
perceived quality (¢=0.83), brand association («¢=0.86), brand
awareness (0=0.87) and brand loyalty (¢=0.87). Finally, the
questionnaire was collected and the subjects were thanked.

The measurement scale of perceived quality is from the
study of Yoo et al., (2000). The measurement scale of brand
association is from the study of Pappu et al., (2005). The
measurement scale of brand awareness is from the study of
Yoo et al., (2000). The measurement scale of brand loyalty is
from the study of Yoo et al., (2000).

D. Experimental Results and Analysis

The paired sample t-test of monetary promotion and
non-monetary promotion shows that, as shown in table 1,
non-monetary promotion is more effective than monetary
promotion in influencing perceived quality. M;,,=4.19,
Mumonetary=3.10, p<0.001, which supports Hla. There is no
significant difference in the influence of monetary promotion
and non-monetary promotion on brand awareness, which
supports H1b. Non-monetary promotion has a more effective
effect on brand association than monetary promotion,
Mnon=4.04,  Mmontary=3.36, p<0.05, which supports Hilc.
Non-monetary promotion has a more effective effect on brand
loyalty than monetary promotion, Mnen=4.10, Mmonetary=3.73,
p<0.05, which supports H1d.

TABLE I. THE INFLUENCE OF MONETARY AND NON-MONETARY
PROMOTION ON BRAND EQUITY

Promotion Perceived | Brand Brand Brand

Type Quality Awareness | Association | Loyalty

Monetary 3.10 4.89 3.36 3.73

Non-monetary | 4.19 4.68 4.04 4.10

T-test -3.85** 2.67 -2.26* -2.65*

In the context of monetary promotion, the difference of
product type has a significant impact on perceived quality
(Mgunctiona=4-92>Mpeqonic=3.48, p<0.05). In the context of
non-monetary  promotion,  Myegonic=4.32,  Mgunctiona=3-18,
p<0.001, the difference of product type has a significant effect
on perceived quality, which supports H2a.

TABLE I1. INDEPENDENT SAMPLE T TEST FOR PERCEIVED QUALITY
Perceived Monetary Non-Monetary

Quality Hedonic Functional Hedonic Functional
Mean 3.48 4.92 4.32 3.18

SD 0.39 0.43 0.80 0.84

t -18.37 1.76

p 0.02 0.00

In the context of monetary promotion, Myegonic=3.35,
Msunctiona=4-41, p<0.001, the difference of product type has a
significant impact on brand awareness. In the context of
non-monetary promotion, Myegonic=4.32, Munctiona=4.11, p>0.05,
the difference of product type has no significant effect on brand
awareness, which supports H2b.
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TABLE III. INDEPENDENT SAMPLE T TEST FOR BRAND AWARENESS
Brand Monetary Non-Monetary
Awareness Hedonic Functional Hedonic Functional
Mean 3.35 441 4.32 411
SD 0.48 0.75 0.86 0.84
t -1.381 1.33
p 0.00 0.186

In the context of monetary promotion, Myegonic=3.43,
Msunctiona=3.54, p=>0.05, the difference of product type has no
significant effect on brand association. In the context of
non-monetary promotion, Myegonic=5.06, Miunctiona=4-79, p<0.05,
the difference of product type has a significant impact on brand
association, which supports H2c.

TABLE IV. INDEPENDENT SAMPLE T TEST FOR BRAND ASSOCIATION
Brand Monetary Non-Monetary
Association | Hedonic Functional Hedonic Functional
Mean 3.43 3.54 5.06 4.79
SD 0.44 0.32 0.43 0.41
t -1.39 5.77
p 0.24 0.02

In the context of monetary promotion, Myegonic=3.21,
Msunctiona=4.28, p<0.001, the difference of product type has a
significant impact on brand loyalty. In the context of
non-monetary promotion, Myegonic=4-17, Munctiona=3-03, p<0.05,
the difference of product type has a significant impact on brand
loyalty, which supports H2d.

TABLE V. INDEPENDENT SAMPLE T TEST FOR BRAND LOYALTY
Brand Monetary Non-Monetary
Loyalty Hedonic Functional Hedonic Functional
Mean 3.21 4.28 4.17 3.03
SD 0.54 0.72 0.69 0.55
t -8.79 5.78
p 0.00 0.02

E. Discussion on Experimental Results

The results of this experiment show that product type
difference can moderate the influence of promotion activities
on brand equity. Specifically, monetary promotion has a
greater impact on brand awareness than non-monetary
promotion. Compared with hedonic products, it is more
conducive to increasing brand awareness, perceived quality
and brand loyalty of functional products, but has no significant
influence on increasing brand association of functional
products. In addition, non-monetary promotion has a
significant impact on perceived quality, brand awareness and
brand loyalty compared with monetary promotion. Compared
with functional products, it is more conducive to improving the
perceived quality and brand association of hedonic products,
and it can increase brand loyalty to hedonic products, but it has
no significant influence on increasing brand awareness of
hedonic products.

IV. RESEARCH CONCLUSION AND PROSPECT

This study explored the influence of different promotion
type on brand equity and investigated the moderating effect of
product type on the above influence. First, compared with
monetary promotion, non-monetary promotion has a stronger
positive impact on brand equity in perceived quality, brand
association and brand loyalty. Monetary promotion has a

Advancesin Social Science, Education and Humanities Research, volume 385

positive impact on brand awareness compared with
non-monetary promotion. Secondly, product type plays a
moderating role in the influence of promotion on brand equity.
Hedonic products can provide consumers with pleasant
feelings and shopping experience. Non-monetary promotion is
more conducive to enhance the brand equity of hedonic
products. While consumers mainly pay attention to external
clues such as price and performance when purchasing
functional products, monetary promotion has a more
significant impact on brand equity of functional products.
Previous studies on the influence of promotion on brand equity
were limited to monetary promotion activities, and few studies
were conducted on the influence of promotion activities on the
whole  promotion activities including monetary and
non-monetary. This study explores the impact of monetary and
non-monetary promotions on brand equity, and introduces
hedonic and functional product type as moderating variables,
which to some extent breaks through the existing research in
this subject area and opens up a new theoretical perspective.
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