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Abstract

Brand management is a relatively new topic in marketing literature and it is considered by several researchers,
academics and professionals, as one of the most important business strategies that allow not only a significant
growth of the business performance of small enterprises, but also their continuity in the market where they
participate. Similarly, brand management has also been analyzed and discussed at the core of enterprises and
there are relatively few investigations that focus on small enterprises, and there are even less researches carried
out in developing countries. For these reasons, the main goal of this empirical research is the analysis and
discussion of the effects of brand management on the level of business performance in small enterprises, by
using a sample of 300 small firms and by implementing a model of structural equations of second order, that can
provide a deeper understanding of the current relation between brand management and business performance.
The results obtained show that brand management has a positive and significant in the level of business
performance in small enterprises.
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1. Introduction

Brand management is considered in the marketing literature as an intangible resource that has a significant
impact in business performance (Rao et al., 2004; Morgan & Rego, 2009), since consumers often establish a
good relation with the brand of products they buy (Park et al., 1986; Fournier, 1998; Thomson et al., 2005; Schau
et al., 2009), which turns into a significant increase in the sales of brands (Park et al., 2010), as well as a
reduction in the prices of products or services and in the marketing costs (Mizik & Jacobson, 2008). Therefore, it
is possible to state that the business performance, especially in small enterprises, depends mostly on the level of
brand management that they have (Park et al., 2013).

In this regard, the impact created by brand management in the business performance is one of the most
interesting topics among executives and managers of companies, mostly from small business, who still do not
understand clearly the efficiency and the activities implied in brand management, as well as its contribution and
value in the supply chain (Madden et al., 2006). For this reason, managers from different enterprises, including
some small business, have focused an important part of their effort in investing more and more resources in the
development of markets, that have a high level of financial and business performance for their products (Rust et
al., 2004; Morgan & Rego, 2009), which could contribute significantly to the financial health of the organization
and improve the marketing capacities of enterprises, that have a higher level of influence in business
performance (Dunes & Pras, 2017).

However, several managers of enterprises, including small business, have some difficulties to measure the
impact that brand management practices have in the return of their investments, just as it happens with the
success of marketing activities (State of Marketing, 2015). As a result of this, the use of brand management as
one of the main variables that influences in the business performance, will depend mostly on the ability of the
marketing department in enterprises, especially in small business, to show the contribution that it creates in both
the market and investment returns (Verhoef & Leeflang, 2009), as well as the profit margin for stake holders or
owners of organizations. That is why it is expected that brand management provide the necessary information in
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a short-term in order to have a better understanding of its efficiency in enterprises (Dunes & Pras, 2017).

Additionally, researchers, academics and professionals in the field of marketing have to aim their efforts as well
as their theoretical and empirical investigations to provide evidence that can show the importance of brand
management in both the effectiveness of marketing activities and the business performance (Cui et al., 2014).
Subsequently, researchers and academics have to provide in short-term evidence that verifies that brand
management can help to the development of the perspectives of business performance in the long run (Tyagi &
Sawhney, 2010). Furthermore, brand management needs to provide empirical evidence that it can be understood
and assimilated by enterprise managers, especially those from small business, as well as its impact not only in
the brand performance itself of the products of the organization but in the business performance as well.

In this set of ideas, it is very important that researchers, academics and professionals in the field of marketing
commit themselves to carry out studies or investigation projects that provide sound knowledge about the
importance and relation of brand management (Aaker & Joachimsthaler, 2000), with all the components that
improve significantly both the brand and business performance (Dunes & Pras, 2013; Coleman et al., 2015). In
this regard, considering that are few published investigations in the literature that analyze the link between brand
management and business performance, the main contribution of this empirical research is the analysis and
discussion of brand management in the business performance of small business in a developing country, as it is
the case of Mexico, just as recommended by Park et al. (2013), Veljkovic and Kalicanin (2016), as well as Dunes
and Pras (2017).

2. Method

Brand management and the added value it creates in the business performance is considered in the current
literature in the field of marketing, as one of the most important intangible resources that produce many
competitive advantages in enterprises, and particularly in small business (Djuricin et al., 2013). Additionally,
according to Keller and Lehmann (2006), the effects of brand management of organizations can usually be
perceived in three levels: in the market of clients, in the market of products and in the financial market. This is
why it is importance of brand management so it can be considered not only as a versatile construct, but also as
one of the most important assets that produce a higher level of business performance as well as more value for
the company (Narayan, 2012).

However, even when there are some published researches in the literature that have found a positive and
significant influence between brand management and business performance (Lee et al., 2008; Santos-Vijande et
al., 2013), they have three main limitations. The first one refers to the fact that brand management has not been
analyzed regarding its influence in the target business performance, particularly the financial return, which is
considered for several researchers and academics as critical element (Morgan & Rego, 2009; Verhoef & Leeflang,
2009; Feng et al., 2015). The second limitation is that brand management has been practically analyzed and
discussed from the perspective focused on products or services of enterprises, but it has not been considered the
influence of both constructs in the business performance (Veloutsou & Panigyrakis, 2001; Dunes & Pras, 2013).

The third limitation refers particularly to the fact that brand management has been generally measured as a
reflective construct, and it has been adapted according to the activity field that is analyzed. Moreover, in some of
the published studies where the link between brand management and business performance was analyzed, some
of the dimensions of brand management have not been considered (Lee et al., 2008), or they have eliminated
completely (Santos-Vijande et al., 2013), such as, for example, the dimensions of culture, organization and
implementation (Lee et al., 2008; Santos-Vijande et al., 2013; Dunes & Pras, 2013). Consequently, it is necessary
that researchers and academics focus their investigations about brand management and its link with business
performance, by using a scale that considers formative and comprehensive elements (Dunes & Pras, 2017).

In this regard, there are some published investigations in the current literature in the field of marketing that have
analyzed and discussed the influence of brand management in the business performance, but it is important to
emphasize that the impact of brand management has not been the same in these researches. For example, de
Chernatony (2001) identified five variables that affect significantly the success of brand management: 1)
company (culture, internal communication, staff commitment, and so on); 2) dealers (goals alignment, power of
balance, and so on); 3) clients (decision making process); 4) rivalry (strategic analysis of the competition) and; 5)
macro-environment (future economic and social policies as well as technological change).

On the other hand, Wong and Merrilees (2007), in a research carried out in 403 enterprises in Australia,
concluded that the marketing strategy and the level of innovation have a positive, significant influence in brand
management and business performance. Additionally, in a different investigation, Wong and Merrilees (2008)
analyzed the influence of different factors of brand orientation, such as the orientation towards the brand and
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innovation in which they found a positive, significant relation with brand performance and, at the same time, this
was considered as a factor that determines in a positive and significant way the business performance in a high
percentage. However, the barriers towards the brand had a negative impact in brand orientation.

Similarly, Lee et al. (2008), in a study carried out in Korea, found a positive, significant link between brand
management and the performance of clients, which they called business performance (received market fee and
return of the investment received). Furthermore, Burmann et al. (2009) concluded in their research that the
commitment of the brand and the behavior of the brand of the cities have a close link with brand management,
that is, according to these researchers, a higher commitment of the brand transforms into a higher behavior of the
brand of the cities, which produces a strong commitment with brand management which eventually creates a
higher level of business performance.

Also, M’zungu et al. (2010) implemented a model of three stages of brand management (the adoption of an
orientation towards the brand; the internal brands; and the creation of a consistent brand), which allows not only
to build the equity of the brand of the products of enterprises, but also to protect them which creates a higher
level of business performance. Similarly, Gisip and Harun (2013) developed a theoretical concept of the
background and results of brand management and proposed four essential dimensions for the measurement of
brand management: a) relation of the brand with the culture and the organization; 5) the knowledge and
education of the brand; ¢) the marketing capacities; and d) the innovation and orientation of the brand as well as
finding a positive and significant relation between brand management and business performance.

Additionally, Santos-Vijande et al. (2013) concluded in a research carried out in service enterprises from Spain,
that there is a positive and highly significant relation between brand management and business performance.
Likewise, Lennartz et al. (2015) used a multi-item scale for the measurement of the perception of the strength of
the brand, the association of the brand and the business performance of the four instruments of marketing-mix
(product, price, place and promotion). The results obtained show that brand management [measured with two
factors: /) sustainability and corporate government; and 2) innovation and expertise], and the perception of the
product and the distribution have a positive, significant impact in both the results and the business performance.

In another set of ideas, Srinivasan and Hanssens (2009) concluded in their research that the improvement in the
equality of clients, the brand and the brand management are closely linked with business performance Similarly,
some of the few authors that have analyzed and discussed the relation between brand management and business
performance, have usually considered business performance from the perspective of two essential factors: those
associated to the growth of enterprises (getting new clients, barriers to deter competitors, growth of the same
groups of products or categories of new products, easy access to new markets), and the ones regarding profit
(loyalty of the brand, higher prices, low elasticity of prices, promotional efficiency, better position to negotiate in
the marketing channels) (Veljkovic, 2010).

Correspondingly, some researchers and academics have measured the value of the brand in a traditional way
based on the observation of income profitability. They have concluded that brand management contributes in a
significant way to the achievement of business performance (Ailawadi et al., 2001; Huang & Sarigollu, 2014),
whereas Yeung and Ramasamy (2008) found in their paper a close link between value and brand management as
well as different ratios of profitability and measurements of business performance. Moreover, other authors have
focused their researches on brand management and its impact in business performance, since they consider that a
strong brand management can increase the value of the enterprise significantly, especially in small ones, which
in turn could create a continuous cash flow and reduce the costs of capital that would give firms a higher level of
business performance (Doyle, 2000).

Additionally, carried out an analysis of the existing relation between expenses in broadcasting and advertising
and the market value of small companies. They concluded that the brand management activities have a strong,
positive and significant association with the business performance of the small enterprises. Similar results were
obtained by Verbeteeten and Vijn (2010), when they noticed in their research paper a close tie between equity,
brand management and business performance. Thus, it is possible to state that different activities of brand
management are very important to attain more and better levels of business performance in all enterprises from
different sizes, sectors and industries (Veljkovic & Kalicanin, 2016).

To sum up, small enterprises that have brand activities and brand management as an important part of business
strategies will have more opportunities to achieve a higher level of business performance (Veljkovic & Kalicanin,
2016). This can be seen in the investigations carried out by different researchers, academics and professionals in
the field of marketing, such as the research made by Harter et al. (2005), who proved that the good brand
management of European banks enabled an investment return of 19% in comparison to the one obtained by the
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financial sector which averaged 18% whereas the excellent brand management of manufacturing enterprises,
especially the small ones, obtained a profitability margin of 17% in comparison to the enterprises of the sector
which was around 10%.

Finally, Grosmark and Melin (2011) found in their research that roughly 15% of all the margin of profitability
obtained by enterprises, can be explained through the level of brand management whereas Kalicanin et al. (2015)
carried out an investigation in enterprises from Serbia where they analyzed the link between brand management
and business performance. They found that brand orientation and brand management have a high, positive and
significant correlation in business performance. Therefore, considering the information mentioned earlier, it is
possible to establish the following research hypothesis:

H]I: The higher level of brand management, higher level of business performance.

An empirical research in small enterprises was carried out in Aguascalientes (Mexico), in order to answer the
research hypothesis by using the business directory of the Sistema de Informacion Empresarial Mexicano
(System of Mexican Business Information), which had 1,400 small enterprises, each one containing from 5 to
250 employees at the of January, 2017. Similarly, the instrument of data collection (survey) was designed to be
answered specifically by managers and/or owners of small enterprises. It was carried out as a personal interview
with a sample of 300 small firms selected through a random sampling with a maximum error of +5% and a level
of reliability of 95%, which represented slightly over 21% of all the small enterprises registered in
Aguascalientes (Mexico). Finally, it is also important to mention that the survey took place between February
and April of 2017.

Likewise, the scale developed by Baumgarth (2010) was used for the measurement of brand management in
small enterprises. He considered that brand management can be measured through four factors or dimensions:
Value, which was measured through a scale of five items; Norms, which were measured through a scale of six
items; Artifacts, which were measured through a scale of four items; and Behaviors, which were measured
through a scale of four items. All the items of the four factors or dimensions were measured through scales based
on a Likert-type scale of five positions from “1 = completely disagree” to “5 = completely agree” as limits.
Furthermore, the business performance was measured through a three-item scale (/: return of the investment, 2:
earnings compared with the competitors, and 3: market participation compared with the competitors). This scale
was adapted from Tan and Litschert (1994), and measured through a Likert-type scale of five positions from “1 =
completely disagree” to “S = completely agree” as limits.

Similarly, a Factorial Confirmatory Analysis of Second Order (FCASO) was carried out to evaluate the
reliability and validity of the scales of brand management and business performance, by using the method of
maximum likelihood with the software EQS 6.2 (Bentler, 2005; Brown, 2006; Byrne, 2006). Furthermore, the
reliability was evaluated with Cronbach’s alpha, the Composite Reliability Index (CRI) (Bagozzi & Yi, 1988).
The results obtained of the implementation of the FCASO are shown in Table 1 and show that the mode analyzed
has a good adjustment of data (S-BXZ =1,071.946; df = 198; p = 0.000; NFI = 0.883; NNFI = 0.886; CFI = 0.902;
RMSEA = 0.079). The values of Cronbach’s alpha and the CRI are higher than 0.7, which indicates the presence
or reliability in the scales of brand management and business performance (Nunally & Bernstein, 1994; Hair et
al., 1995).

Additionally, the results obtained from the FCASO indicate that all the items of the factors related are significant
(p < 0.01). The value of all the standardized factorial loads is higher and 0.6 (Bagozzi & Yi, 1988), and the
Extracted Variance Index (EVI) of each pair of constructs of the theoretical model of brand management and
business performance, has a value above 0.5 (Fornell & Larcker, 1981). These values indicate that the theoretical
model has a good adjustment of data and provide evidence of the presence of convergent validity.
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Table 1. Internal consistency and convergent validity of the theoretical model

Variable Indicator Factor Load Robust Cronbach’s CRI EVI
t-Value Alpha
VM1 0.968%** 1.000*
VM2 0.971%%** 78.359
Value
(F1) VM3 0.960%%** 46.165 0.978 0.979 0.903
VM4 0.94 ] #%* 36.618
VM5 0.909%%* 29.422
NM1 0.880%%** 1.000*
NM2 0.855%%* 32.894
Norms NM3 0.868*** 23.272
0.928 0.929 0.686
(F2) NM4 0.837%%** 20.262
NM5 0.776%%* 19.015
NM6 0.745%%* 17.398
AM1 0.966%** 1.000*
Artifacts AM2 0.974%%* 74.575
(F3) AM3 0.979%%* 51.702 0.984 0985 0.944
AM4 0.968*** 44.098
CM1 0.952%3%* 1.000°
Behaviors CM2 0.930%%* 37.119
(F4) CM3 0.892%%* 29.990 0.942 0.943 0.807
CM4 0.813%%* 22.478
F1 0.788%** 6.103
F2 0.873%%* 7.436
Brand Management 3 0.749%%% 6273 0.888 0.889 0.667
F4 0.850%%** 8.553
REN1 0.854 %% 1.000°
Business Performance REN2 0.958*** 17.575 0.887 0.888 0.729
REN3 0.734%%** 13.927

S-BX? (df = 198) = 1,071.946; p < 0.000; NFI = 0.883; NNFI = 0.886; CFI = 0.902; RMSEA = 0.079
* = Constrained parameters to such value in the identification process

Moreover, the analysis of the discriminant validity of the theoretical model of brand management and business
performance was measured by two tests, which are shown in Table 2. The first one is the Reliability Interval Test
proposed by Anderson and Gerbing (1988), which establishes that with an interval of 95% of reliability none of
the individual latent elements of the matrix of correlation must have a value of 1.0. Secondly, the Extracted
Variance Test, proposed by Fornell and Larcker (1981) establishes that the extracted variance between each pair
of constructs is lower than their corresponding EVI. Therefore, based on the results obtained from both tests, it
can be concluded that that both tests provide enough evidence of the presence of discriminant validity.

Table 2. Discriminant validity of the theoretical model

Variables Brand Management Business Performance
Brand Management 0.667 0.158
Business Performance 0.266 — 0.530 0.729

The diagonal represents the Extracted Variance Index (EVI), whereas above diagonal the part of the variance is
shown (correlation). Below diagonal the estimation of factors correlation is depicted with a confidence interval
of 95%.

3. Results

In order to answer the research hypothesis established in this empirical research, a model of structural equations
of second order was applied with software EQS 6.2 (Bentler, 2005; Byrne, 2006; Brown, 2006), in which the
nomological validity of the theoretical model of brand management and business performance, was examined
through the Chi-square test which compared the results obtained between the theoretical model and the
measurement model. Such results indicate that the differences between both models are not significant, which
can offer an explanation of the relationships observed among the latent constructs (Anderson & Gerbing, 1988;
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Hatcher, 1994). Table 3 shows the results in a more detailed way regarding the implementation of the model of
structural equations of second order.

Table 3. Results from the structural equations model

Hypothesis Structural Relationship Standardized Robust
Coefficient t-Value
H1: The higher level of brand
management, higher level of business Brand M. —  Business P. 0.651%** 13.927
performance.
S-BX* (df=194) = 1,016.365; p < 0.000; NFI = 0.889; NNFI = 0.890; CFI = 0.908; RMSEA = 0.079
¥k =P <0.01.

Table 3 shows the results obtained from the research hypothesis Hy (B = 0.651, p < 0.01). They indicate that
brand management has significant, positive effects in the business performance. With this, it is possible to
establish that the different activities of brand management adopted and implemented by small enterprises have a
positive effect in their level of business performance.

4. Discussion

On one hand, the brand management of products and services created by small enterprises can be measured
through four constructs: value, norms, artifacts and behavior. Thus, it can be stated that brand management in
small Mexican enterprises is practically carried out through, the value given by clients and consumers to the
products or services generated by small enterprises and the norms established by companies, as well as the
artifacts used by small corporations in order to make the brands of their products and services more attractive by
both the internal and external behavior of the organization regarding the brand. All this allows that different
consumers and clients may prefer to choose some specific brands of products or services.

On the other hand, considering that a high percentage of small enterprises (if not all) have as their main target
and goal to obtain a significant increase in the level of business performance, in order to achieve the expected
outcome they have to redirect their current business strategies, and also create and implement new business
strategies such as brand management, which must be adapted to their own needs and organizational structure.
Therefore, it is possible to conclude that brand management is considered in the current literature in the field of
marketing by several researchers and academics, as one of the current business strategies that best adapt to the
organizational structure of small enterprises in order to achieve a significant increase in their level of business
performance, as well as to survive in the market where they participate in this moment.

Similarly, the results obtained in this empirical research have different implications that are necessary to
establish at this point. The first one is that small enterprises from developing countries or with an emerging
economy (as it is the case of Mexico), usually do not register the commercial brand of their products or services.
Therefore, managers of enterprises, who are mostly the owners, have to make an effort to register the intellectual
property copyright of the brand of their products or services, which will allow them to exploit it and have the
opportunity of achieving a higher position in the market where they participate, as well as a significant increase
of their level of business performance.

A second implication originated from these results is that small enterprises do not have to consider brand
management just as another business strategy of the organization, but rather as a series of everyday activities that
they need to develop since brand management requires from managers of small enterprises, to make constant
changes so all employees and workers of the organization get involved completely in the brand management of
products or services of the enterprise. In this regard, in order to achieve a good brand management, it is
necessary that managers involve all the functional areas or departments of the organization in these activities,
which in turn will enable small enterprises to attain a higher level of business performance.

A third implication of the results obtained is that managers of small enterprises from developing countries, will
have to implement the necessary and required training programs regarding brand management for executives,
employees and workers or take advantage of the different training programs offered by business organizations,
international associations and government branches of the three levels related to brand management and
intellectual property copyright, as this will allow small enterprises from developing countries to increase
significantly their level of business performance, as well survive and continue in the market where they currently
participate.
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Finally, the last implication of the results obtained is that managers of small enterprises have to create an
organizational environment that promotes the development and implementation of activities, that imply brand
management in all the organization in order to eliminate gradually the attitudes of workers and employees that
are set in their ways. With this, all the staff of the enterprise will adopt a positive and proactive attitude towards
the activities required by brand management. If all managers or owners of small enterprises do not have the
ability to create the changes that demand an efficient and effective brand management, then not only the level of
business performance will be at risk but also the very survival of the enterprise.

Additionally, this empirical research has some limitation that is necessary to mention. The first one is about the
sample used as only small enterprises that had between 5 and 250 workers were considered. That is why future
investigations will have to consider small enterprises with less than 5 workers in order to confirm the results
obtained. The second limitation is that the questionnaire applied to collect the data only considered small
businesses in the state of Aguascalientes (Mexico). Future researches will need to apply the questionnaire to
small enterprises from all the country and even other countries in order to verify if the results obtained are
similar.

A third limitation are the scales used to measure both the brand management and the business performance, as
the scale used only contains four dimensions or factors with 19 items for the measurement of brand management
and three items to measure business performance. The following investigations will need to use a different scale
for the measurement of both constructs to confirm the results obtained. A fourth limitation is that only qualitative
variables were considered to measure both the brand management and the business performance, so in the future
it will be necessary to consider hard data or quantitative variables to prove if there are any significant differences
in the results obtained from small enterprises.

A fifth limitation is that the instrument applied to collect data only considered managers and/or owners of small
enterprises. This created the assumption in the research paper that these executives had a deep understanding
about brand management activities and the business performance of the organization. Future research papers will
need to apply the same questionnaire to employees and workers in order to confirm the results obtained. Finally,
the last limitation is that a high percentage of small enterprises considered that the information requested was
confidential, so the results obtained do not necessarily reflect the reality that this type of enterprises have
regarding brand management and business performance.
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