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Abstract

Most of the studies have examined the concept of social media marketing activities in the
context of customer intention or on customer satisfaction while the role of customer equity
when examining the impact of social media marketing activities on consumer intention is
limitedly deliberated. Thus, this paper aims to examine how social media marketing efforts
influence consumer equity and the intention of luxury brand users in Pakistan. The data were
collected from two hundred fifty respondents and Partial Least Squares Structural Equation
Modeling (PLS-SEM) was used to estimate the complex relationship models. The results
showed that social media marketing has a positive and significant relationship with value
relationships and brand equity. Moreover, all three drivers such as value, relationship, and
brand equity have a positive and significant relationship with purchase intention and
consumer equity. Thus, the study gives valuable implications to key individuals in such fields
including brand managers and marketers. This paper can help in the examination of the
potential and strength of marketing strategies and actions. Moreover, the study proposes
strategies that can help improve brand performance by explaining factors related to
purchasing intention and customer equity. Furthermore, the results can help the marketers in
forecasting customer purchasing intention and manage social activities accordingly.

Keywords: Social media marketing activities, Customer equity, Purchase intention, Luxury
brand

1. Introduction

In today's world, several people are connected in real-time through social media. Social
media has become one of the traditional ways for finding new information, for generating new
social and economic consequences [1]. Despite using it for personal uses it has been used by
the leading companies and brands to reach and engage with their consumers [2]. It has been
used by the companies externally for customer management, promotions, marketing and
internally used to communicate with the employees [1]. From the customer perspective, it is
considered as one of the more trusted sources compared to traditional mass media [3]. The
main advantage of this new media i.e., social media is the level of interaction and its speed.
Furthermore, consumer-preferred brands that are accessible in social media provide sufficient
content [4].
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In this new era, social media continues to expand as a channel for marketing products and
services reaching around two-thirds of the internet users [2]. This medium provides
opportunities for brand building, brand reputation, and brand management. Social media
marketing was able to gain significant attention in the past few years [1]. The recall rate of
social media advertisement in comparison to the conventional advertisement is 55% higher
and according to the [5] report, social media influenced 90% of all purchases. Social media
marketing reports show that 87% of the marketers concluded that social media marketing
helped them to generate more exposure for their business and also helped them to increase
traffic and gained new partnerships [6].

Indeed, social media emerged as a new platform where organizations, people as well as
governments can interact with each other socially, educationally, commercially, politically
and can exchange their thoughts, information on products and services. Moreover, this
platform is also used by firms for different marketing practices such as advertising, branding,
Electronic Word-of-Mouth (e-WOM), and customer relationship management [7]. Social
media marketing, due to its interactive nature becomes the modern stage of the development
of firm-customer communication [8]. Thus, social media not only helps firms to achieve their
marketing aims but also helps in shaping consumers' perceptions and motivating them to buy
products and services [7].

As a marketing tool, social media is used as a more network-focused approach by
companies to manage customer relationships. The firms can engage their customers in
conversations which helps them to enhance their customer equity which plays a vital role in
the firm's long-term value and guarantees a firm’s success in the long run [9].

In addition, social media marketing allows consumers as well as firms to work together to
develop new business models, products and services, values [10]. Social media marketing also
allows customers to associate their emotions towards a certain brand [11]. Furthermore, by
providing a platform for users to share their information or ideas related to products and
services, it elevates the brand value. Thus, it is of immense importance to study the role of
social media marketing activities on consumer equity and how these activities influence
consumer intentions [10].

3. Literature review

3.1. Social media marketing activities and purchase intention

Marketing activities are frequently being conducted on social media platforms including
but are not limited to blogs, Facebook, Instagram, and YouTube [23]. Social media marketing
has obvious advantages compared with traditional marketing techniques [24]. For this reason,
some research focuses on such topics including their relationship to purchase intention
[25][26].

The association between social media marketing activities and purchase intention is
examined among luxury brands customers and applied multiple regression techniques [10].
They concluded that trendiness, customization, and entertainment affect customer purchase
intention and suggested that more luxury brands should employ social media marketing. The
association among luxury brands customers and concluded that social media marketing
activities have a significant effect on brand equity [2]. The study suggested that brands should
promote these social media marketing activities on social media sites. In the context of luxury
fashion brands, they also reported that social media marketing efforts were able to provide a
positive and significant effect on consumer purchase intention [12]. The study suggested that
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the management of luxury fashion brands should employ social media marketing as this helps
improve customer value.

In the context of the tourism industry, social media marketing activities significantly affects
consumer behavioral intentions [13]. In the context of the e-commerce industry, social media
marketing activities positively affect the brand equity and purchase intention of consumers
[14]. On the other hand, a study in the airline industry concluded that social media marketing
undertakings positively affect brand equity including brand awareness, brand image, and
purchase intention [1]. Furthermore, studies in the hotel services industry showed that social
media marketing activities have a significant effect on customer revisit intention [10].

3.2. Drivers of customer equity and purchase intention

The effect of drivers of customer equity i.e., relationship equity, value equity, and brand
equity on purchase intention is studied in a professional soccer context [15]. The result showed
that brand equity and relationship equity have a noteworthy influence on consumer purchase
intention. The study recommended that sport marketing practitioners should focus on effective
brand management and relationship management as it will help to improve consumer
intentions towards the brand. Another study also reported that value equity has a significant
influence on repurchase intention whereas brand equity and relationship equity do not affect
consumer repurchase intention [10]. The study concluded that the findings will help the
distribution companies to predict their consumers repurchase intention more precisely and
also guide them in managing their marketing activities and assets.

The association between the drivers of customer equity and customer lifetime value is
examined by [16]. The data is collected from 350 social media users of Macau in China and
Hong Kong. The result showed that all the three drivers of equity i.e., value, relationship, and
brand equity have a significant relationship with customer lifetime value. The effect of drivers
of customer equity on purchase intention is examined by [10]. The data is collected from
customers of Bank X in Tehran. The result showed that brand equity has an insignificant effect
on purchase intention whereas value equity and relationship equity have a significant effect
on purchase intention. They further suggested that if the firms invest in these customer equity
drivers it will help them to improve their customer loyalty which results in repurchase
intention.

4. Methodology

The research approach for this study is quantitative. The study focuses on young consumers
of Pakistan who use a certain brand. Two hundred fifty respondents were selected to
participate in the study.

In this study, the data is collected using a survey questionnaire. The questionnaire is
developed in English and is validated by the field experts. The questionnaire is comprised of
10 variables and in total 34 items are asked. The items of the questionnaire are adapted from
past studies and are measured on a five-point Likert scale in which 1 is strongly disagree; 2 is
disagree, 3 is neutral, 4 is agree and 5 is strongly agree.

[Table 1] represented the demographic profile of the respondents. The outcome showed
that 162 of the respondents were male whereas 88 of the respondents were female. Around
44% of the respondents fall in the age bracket of 25-30. Moreover, 68% of the respondents
are postgraduate and 49% of them have a household income of 50-74k. The majority of the
respondents i.e., 63% spend around 1-3hours on social media.
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Table 1. Respondent’s profile (N=250)

Demographic items | Frequency | Percentile
Gender
Male 162 65%
Female 88 35%
Age

18-25 64 25%
26-30 109 44%
31-35 55 22%

36 or above 22 9%

Social Media Using Intensity (Per day)
less than 1 hour 38 15%
1-3 hours 156 63%
more than 3 hours 56 22%
Household Income
>30K 20 8%
31-49K 45 18%
50K-74K 122 49%
Above 74K 63 25%
Education level

Undergraduate 28 11%
Graduate 48 19%
Post Graduate 170 68%
Others 4 2%

At the initial level, the purpose of marketing by firms is to inform their consumers about
their offerings related to their products and services. It is a multi-dimensional process and
involves several strategies; however, the primary objective of any marketing is to improve the
firms' profitability and sales [10]. The use of social media for marketing purposes by the
brands is to build customer relationships and improve profits, so it is also expected that these
activities will also affect the drivers of customer equity i.e., value equity, relationship equity,
brand equity. Based on the above discussion the hypothesis of the study is:

H1: Social media marketing activities have a significant effect on value equity.
H2: Social media marketing activities have a significant effect on relationship equity.
H3: Social media marketing activities have a significant effect on brand equity.

To calculate, customer equity has to link marketing input to customer reactions [17]. The
RLZ model incorporates a customer-specific brand switching matrix to examine customer
equity drivers and tested this model in the context of the airline industry. They reported that
all three drivers' values, relationships, and brands are related to customer equity. The same
model is used by several studies to measure customer equity [10]. To prove the RLZ model
and to identify the constructs of each customer equity driver in the context of the
telecommunication industry the following hypothesis is developed:

H4: Value equity has a significant effect on customer equity.
H5: relationship equity has a significant effect on customer equity.

H6: Brand equity has a significant effect on customer equity.
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To predict the consumer's future buying pattern, it is necessary to match their attitudes and
action. Previous studies prove that in design making process attitude acts as the antecedent.
Similarly, customer activity drivers also play an important role in shaping consumer purchase
intention. Therefore, in this study, we also examine the effect of drivers of customer equity
on consumer purchase intention and the effect of purchase intention with customer equity, so
the hypothesis we developed is:

H7: Value equity has a significant effect on purchase intention.
H8: relationship equity has a significant effect on purchase intention.
H9: Brand equity has a significant effect on purchase intention.

H10: purchase intention has a significant effect on customer equity.

5. Data analysis

The technique used in this study is partial least squares structural equation modeling (PLS-
SEM) is used and analysis is performed on smart PLS software version 3.0. The PLS-SEM is
appropriate for the study that has a small sample size, few variables and the purpose is to
examine the relationship between them.

5.1. Measurement model

In the measurement model, the convergent validity and discriminant validity are analyzed.
The convergent validity is confirmed by looking at the values of (i) individual item reliability
(ii) Cronbach's a (iii) composite reliability (iv) average variance extracted (AVE). [Table 2]
depicts the results of convergent validity and showed that the individual item reliability of all
the variables is higher than 0.55 which meets the criteria given by [18]. The consistency of
the data is explained by the Cronbach's a, and composite reliability, and seen from the results
all the variables have values greater than 0.6 satisfying the criteria given by [19]. The AVE
explains the change in factors and the value should be greater than 0.5. The result shows that
all the variables have an AVE value greater than 0.5 which is by the benchmark given by [20].
Thus, the above results affirm the convergent validity.

Table 2. Measurement model results

Constructs ltems Loadings Cronbach's Composite Average Variance
g Alpha Reliability Extracted (AVE)
BE1 0.896
BE2 0.963
BE 0.895 0.896 0.683
BE3 0.778
BE4 0.903
CEl 0.804
CE 0.927 0.932 0.523
CE2 0.922
PI1 0.867
PI P12 0.925 0.905 0.903 0.757
PI3 0.816
RE1 0.964
RE RE2 0.991 0.894 0.900 0.651
RE3 0.862
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RE4 0.962
RE5 0.956
Customl1 0.701
Custom2 0.774
Custom3 0.622
Entl 0.721
Ent2 0.751
Ent3 0.605
Ent4 0.693
SMMA Int 0.697 0.920 0.807 0.534
Int2 0.608
Int3 0.632
Int4 0.635
Trendl 0.719
Trend2 0.605
WwOoM1 0.616
WOM2 0.611
WOM3 0.604
VE1 0.722
VE2 0.933
VE 0.837 0.797 0.557

VE3 0.915
VE4 0.929

Note: BE means Brand Equity, CE means consumer Equity, SMMA means social media marketing Activities, RE means

relationship Equity, PI means purchase intention, VE means Value Equity

After the confirmation of convergent validity, discriminant validity is confirmed by looking
at the values of (i) correlation matrix (ii) loading and cross-loadings (iii) heterotrait-monotrait
ratio of correlations (HTMT). [Table 3] depicts the result of the correlation matrix and as the
result showed the diagonal values (square root of AVE) should be greater than the off-diagonal
value satisfying the benchmark given by [20]. Table 4 showed the result of loadings and cross-
loadings and as seen from the results all the variables have the highest value in their construct
and have differences higher than 0.1 satisfying the standards given by [21]. [Table 5] showed
the results of HTMT and as seen from the results all the values are less than 0.85 satisfying

the benchmark given by [22]. Thus, the above results affirm the discriminant validity.

Table 3. Fornell-Larcker criterion

BE CE Pl RE SMMA VE
BE 0.827
CE 0.824 0.723
Pl 0.801 0.655 0.870
RE 0.712 0.686 0.521 0.807
SMMA 0.503 0.591 0.414 0.590 0.678
VE 0.729 0.556 0.348 0.742 0.578 0.746

Note: BE means Brand Equity, CE means consumer Equity, SMMA means social media marketing Activities, RE means

relationship Equity, PI means purchase intention, VE means Value Equity
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Table 4. Loadings and cross-loadings

BE CE Pl RE SMMA VE
BE1 0.896 0.789 0.816 0.674 0.507 0.532
BE2 0.963 0.745 0.816 0.674 0.507 0.532
BE3 0.778 0.753 0.698 0.475 0.229 0.694
BE4 0.903 0.705 0.698 0.475 0.229 0.694
Customl1 0.425 0.410 0.433 0.409 0.701 0.419
Custom2 0.371 0.277 0.393 0.331 0.774 0.312
Custom3 0.239 0.363 0.206 0.487 0.622 0.303
Entl 0.573 0.598 0.501 0.449 0.721 0.691
Ent2 0.488 0.639 0.504 0.587 0.751 0.707
Ent3 0.147 0.110 0.312 0.303 0.605 0.198
Ent4 0.218 0.148 0.259 0.108 0.693 0.175
Intl 0.199 0.216 0.141 0.214 0.697 0.250
Int2 0.360 0.373 0.157 0.503 0.608 0.167
Int3 0.174 0.254 0.286 0.414 0.632 0.209
Int4 0.274 0.256 0.284 0.411 0.635 0.217
Trendl 0.607 0.718 0.242 0.676 0.719 0.709
Trend2 0.121 0.156 0.442 0.183 0.605 0.121
WwOM1 0.363 0.109 0.310 0.112 0.616 0.107
WOM2 0.125 0.107 0.099 0.100 0.611 1.070
WOM3 0.253 0.101 0.406 0.204 0.604 0.106
PI1 0.804 0.544 0.867 0.391 0.103 0.289
P12 0.769 0.667 0.925 0.645 0.122 0.353
PI3 0.783 0.491 0.816 0.304 0.142 0.264
RE1 0.715 0.957 0.484 0.964 0.513 0.857
RE2 0.715 0.903 0.484 0.991 0.513 0.857
RE3 0.296 0.674 0.281 0.862 0.172 0.689
RE4 0.674 0.891 0.410 0.962 0.734 0.766
RE5 0.674 0.842 0.410 0.956 0.734 0.766
VE1 0.276 0.495 0.101 0.407 0.027 0.722
VE2 0.826 0.933 0.508 0.919 0.627 0.933
VE3 0.621 0.825 0.176 0.726 0.687 0.915
VE4 0.721 0.785 0.176 0.726 0.687 0.929
CEl 0.644 0.804 0.667 0.391 0.203 0.299
CE2 0.769 0.922 0.725 0.545 0.222 0.353
Table 5. Heterotrait-Monotrait Ratio (HTMT)
BE CE Pl RE SMMA VE
BE
CE 0.822
Pl 0.803 0.657
RE 0.709 0.796 0.547
SMMA 0.507 0.603 0.362 0.563
VE 0.655 0.666 0.294 0.789 0.543
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5.2. Structural model

After the confirmation of the measurement model, the structural model is analyzed. Table
6 depicts the result of the structural model and each path in the table represents the hypothesis.
The result is assessed by looking at (i) coefficient value (ii) coefficient sign (iii) significance
level. The outcome showed that all the 10 developed hypotheses are accepted as the P-value
is less than 0.05 and the association between the variables is positive.

Table 6. Standardized regression weights for the research model

Hypothesis Regprzfs on Effect type SRW P Values Remarks
H1 SMMA -> VE Direct Effect 0.578 0.000 Supported
H2 SMMA -> RE Direct Effect 0.590 0.000 Supported
H3 SMMA -> BE Direct Effect 0.503 0.000 Supported
H4 VE -> CE Direct Effect 0.102 0.007 Supported
H5 RE -> CE Direct Effect 0.212 0.010 Supported
H6 BE -> CE Direct Effect 0.506 0.048 Supported
H7 VE -> Pl Direct Effect 0.489 0.000 Supported
H8 RE ->PI Direct Effect 0.340 0.008 Supported
H9 BE -> Pl Direct Effect 0.308 0.000 Supported

H10 Pl ->CE Direct Effect 0.432 0.007 Supported

5.3. Discussion

The first three hypotheses related to the effect of social media marketing activities on
drivers of customer equity i.e., value, relationship, and brand are accepted. The result shows
that social media marketing activities have a significant and positive effect on value equity
(B=0.578, P<0.05). The result shows that social media marketing activities have a significant
and positive effect on relationship equity (=0.590, P<0.05). The result shows that social
media marketing activities have a significant and positive effect on brand equity (p=0.503,
P<0.05). The result implies that all the social media marketing activities i.e., entertainment,
trendiness, interaction, customization, and word of mouth work positively in improving
customer equity drivers. The outcome indicated that marketing via social media forums helps
in creating customer equity by offering them customized information searching and offering
a variety of free content. It also helps them to create interaction among the users and to share
their views.

The hypotheses related to the effect of value equity, relationship equity, and brand equity
on customer equity are accepted. The result shows that value equity has a significant and
positive effect on customer equity (=0.102, P<0.05). The result shows that relationship
equity has a significant and positive effect on customer equity (f=0.212, P<0.05). The result
shows that brand equity has a significant and positive effect on customer equity (B=0.506,
P<0.05). The result implies that when the customer feels connected with the brand, these
feeling drives value equity, relationship equity and brand equity which ultimately result in
customer equity.

The hypothesis related to the effect of drivers' customer equity i.e., value equity,
relationship equity, brand equity on purchase intention is accepted. The result shows that value
equity has a significant and positive effect on purchase intention (=0.489, P<0.05). The result
implies that the customer tends to purchase the product based on its objective evaluation i.e.,
value equity. The relationship equity has a significant and positive effect on purchase intention
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=0.340, P<0.05). The result implies that the more consumers are familiar with the brand
store, brand employees; the perceived relationship equity increases which results in
repurchase intention. The brand equity has a significant and positive effect on purchase
intention ($=0.308, P<0.05). The result implied that high brand equity generates high purchase
intention. It is also stated that customer tends to support their purchase intention based on the
brand name.

The last hypothesis related to the effect of purchase intention on customer equity is
accepted. The result shows that purchase intention has a significant and positive effect on
customer equity (=0.432, P<0.05). As the relationship between the purchase intention and
customer equity is significant, implying that the social media marketing activities could
influence customer equity by creating an effect of value equity, brand equity, and relationship
equity on purchase intention.

6. Conclusion

Social media has become one of the most important forums for finding new information,
for generating new social and economic consequences. Apart from this, it is now used by
companies for marketing purposes. Despite the importance of social media marketing in
various fields very limited research has been done. Therefore, the purpose of this study is to
examine how social media marketing efforts influence consumer equity and the intention of
brands users in Pakistan. The data is collected from 250 respondents and partial least squares
structural equation modeling (PLS-SEM) has been used. The result showed that the entire
developed hypothesis is accepted. Social media marketing has a positive and significant
relationship with value relationships and brand equity. Moreover, all three drivers i.e., value,
relationship, and brand equity have a positive and significant relationship with purchase
intention and comer equity. Hence, the study gives valuable implications to brand managers
and marketers.

As it is evident from the results that social media marketing activities play a vital role so it
is recommended that social media marketers should make their content entertaining and
should encourage interaction and engagement. It is also suggested that the consumer should
be provided with a forum where they can share their views as it will foster customer equity.
The practitioner should fulfill the consumer's motivation related to social media marketing
activities as it will increase customer equity. The marketers should make such social media
pages that allow customers to feel entertained, give them relevant information and allow them
to interact will help in improving the customer equity.

The driver of customer equity also affects the consumer purchase intention of the marketing
managers should develop such strategies that result in more value equity, relationship equity,
and brand equity. To improve value equity, the organizations should develop products that
meet customer expectations and also innovate to find new sources of consumer value. The
organizations should focus to improve their value equity drivers i.e., price and quality. The
managers should uncover the effect of values drivers on purchase intention for different
consumer segments in their business as it will help them to allocate their resources
appropriately and also results in maximizing value equity.

The study also highlights that relationship equity also affect the consumer purchase
intention so the managers should focus on developing long term relationship with their
customers. They should offer promotions to the customer as it will change consumer
perceptions and end in word of mouth. Moreover, the relationship equity should also be
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increased by giving special treatment and recognition to the consumers, and corporate loyalty
programs, community-building programs should be initiated.

The managers should increase brand equity by raising brand awareness and by approaching
new consumers. Furthermore, it is suggested that companies should invest in brand equity as
it would strengthen social media marketing activities on customer intentions. Thus, it is of
immense importance that brand managers should understand the drivers of customer equity
and should know the management of value equity, relationship equity, and brand equity. The
understanding of the drivers of customer equity will result in increased customer engagement.
Managers should reinforce customer equity drivers in marketing strategies.
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