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 The performance implications of branding in small and medium-sized enterprises 
(SMEs) have attracted considerable interest among academics and practitioners. 
However, empirical research on the branding–performance relationship in SMEs shows 
controversial results. This meta-analysis synthesizes empirical findings in order to 
obtain evidence whether and especially under which circumstances smaller, resource-
scarce firms benefit from branding. The value of branding- performance companies 
presented by Iranian SMEs for a period of 10 years from 2002 to 2012 in Tehran stock 
exchange. We find that branding–performance relationship is context dependent. 
Factors such as the age of the firm, the type of branding and the cultural context affect 
the impact of branding on firm performance to a large extent. 
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INTRODUCTION 

 
Over the past two decades, we have learned a lot about the consumer judgments of brands and the processes 

that underlie specific brand-related phenomena, from brand extensions to global branding to brand equity [37]. 
Brand image is the soul of the product or service. It is usually transmitted to consumers, makes them believe in 
the products in a certain level, and further helps them to make a purchase decision [4]. Kotler in fact regards 
brand image as the combination of a noun, name, design, and symbol. Its purpose is used for consumers to 
distinguish the product and service from other competitive ones [24]. Branding is usually regarded as the basis 
of how consumers assess the quality of the product or service, that is, the external clue of the products. Thus, 
consumers will utilize branding to infer their awareness of the product or service or maintain their quality 
consciousness to the product or service. Moreover, branding can represent all information of the whole product 
and service as well[25].It provides significant contributions to enterprises to make them create their loyal 
customer group and retain their market shares. Loyal customers are loyal consumers of the brand and perform 
repeat purchases and recommend the brand to those around [40]. In addition, some strategy literature proposes 
that smaller organizations can profit by adjusting to environmental changes faster than bigger organization due 
to their nimbleness, missing hierarchies, and quick decision-making [19]. Moreover, the general public 
attributes greater promise to smaller firms investing heavily in innovations than larger organizations [27]. In 
consequence, an entrepreneur or small business manager is likely to conclude that branding benefits new and 
small firm development irrespective of the circumstances. Yet, does theory and empirical evidence support the 
general assumption that branding is indeed always the better approach? In contrast to literature proclaiming the 
positive aspects of branding which frequently focuses on large firms, substantial theory challenges this 
view.Chiu et al(2010) cautions that branding demands substantial resources. For resource-scarce small firms, the 
resources required by branding projects can overstrain their possibilities. Additionally, innovation implies 
increased uncertainty and risks. While larger organizations have the resource slack to absorb failure, for smaller 
entities the failure of an innovative product evokes existential risks [10].However, this paper is based on ad-hoc 
narrative reviews and generally refers to big, established firms. A systematic analysis of the branding–
performance relationship in SMEs to our best knowledge is nonexistent. This is surprising, as unstructured 
narrative reviews can include sampling, measurement, stochastic and external validity problems and generally 
do not allow the quantification of the relationships. Furthermore, narrative reviews frequently incorporate 
various cognitive and normative biases of the researcher. To overcome these limitations, meta-analysis is an 
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established and powerful method to systematically synthesize findings as part of an evidence-based research 
approach. Evidence-based research aims to substantiate research findings based on an aggregation of empirical 
findings. Meta-analysis is a quantitative and systematic method developed to integrate past empirical findings 
[20]. It provides the opportunity to determine the strengths of direct effects and allows the identification of 
moderating effects. According to Read et al (2009), “meta-analysis is intended to establish a way to tell what is 
true, as best we can tell.” Recently, meta-regressions have been introduced to entrepreneurship literature as a 
form to estimate multiple moderation effects based on multivariate analysis [5]. Following an evidence-based 
research approach, this study provides the first quantitative aggregation of empirical findings on the branding–
performance relationship.We first analyze the direct impact of branding as an aggregate of the different 
branding forms on firm performance. Subsequently, we analyze whether the strength of the branding–
performance relationship depends on the type of branding activity. Furthermore we study two contextual factors 
that may influence the branding–performance relationship: firm age as a condition referring to the firm internal 
characteristics and national culture as a dimension reflecting firm-external characteristics. Specifically, we aim 
to contribute five novel insights to literature: first, we provide an aggregate analysis of empirical studies 
focusing on the branding–performance relationship in SMEs. While prior meta-analyses have provided 
insightful findings with regard to antecedents of branding.  

 
Research literature: 

Branding is usually regarded as the basis of how consumers assess the quality of the product or service, that 
is, the external clue of the products. Thus, consumers will utilize brand image to infer their awareness of the 
product or service or maintain their quality consciousness to the product or service. Moreover, branding can 
represent all information of the whole product and service as well[36].Meanwhile and Farquhar(1989) states that 
branding can have the additional value beyond the function of the product and service in addition to discerning. 
Relevant research points out that the products with stronger brand image can really reduce consumers’ cognitive 
risk and increase consumers to appraise to the target product or service [31].Branding has been characterized as 
the process of creating value through the provision of a compelling and consistent offer and customer 
experience that will satisfy customers and keep them coming back[1]. As customers develop trust in the brand 
through satisfaction of use and experience, companies have the opportunity to start building relationships with 
them, strengthening the brand further and making it more difficult for competitors to imitate. Brand leaders 
usually have the financial strength to fend off competitors, and potential competitors are usually reluctant to 
enter the market if existing brands satisfy customers[29]. Brands, therefore, enable a company to establish a 
unique identity and to increase the opportunity of attracting a large amount of repeat business. Companies with a 
history of strong brands are likely to maintain greater control over the balance of power between them and 
customers, and command a higher market share and premium price against generic, unbranded, equivalents[3]. 

Among the researchers, Dodds, Monroe and Grewal once claims that brand image can represent all 
information of the whole product; the higher brand image, the higher the overall appraisal and consciousness of 
quality consumers have[13]. 

 
Theoretical background and hypotheses: 
Branding and SME performance: 

Due to the important role SMEs play for economic and technological development, innovation in the 
context of smaller firms has received much interest in literature [2].Since SMEs are nimbler than their larger 
counterparts, they can move faster and, hence, obtain these monopoly rents for a longer period of time. The 
introduction of innovative products, services, processes, or business models tailored to attractive niches is an 
additional opportunity for SMEs to stand out from competition [28]. In so doing, SMEs can benefit from high 
brand loyalty of buyers and a reduced price sensitivity of demand as a consequence of customers valuing the 
uniqueness of the branding [20]. 

Additionally, branding is a multifaceted phenomenon [22]. Hence, it can be suspected that some forms of 
branding might be more beneficial than other forms [18]. These considerations suggest that the overall impact of 
branding on the performance of a SME is an aggregate effect resulting from both positive and negative 
mediating effects which are additionally moderated by contextual factors. We expect that based on the 
aforementioned arguments branding has a positive aggregate impact on performance, yet that this effect is 
largely context dependent. Thus, we hypothesize a positive relationship between branding and SME 
performance, before addressing moderating factors: 

Hypothesis 1. The relationship between branding and SME performance is positive. 
 

3.2. Firm age: 
The influence of firm age on the branding–performance relationship in SMEs is a matter of the nature of 

firms' resources rather than their quantity. While new ventures draw on resources that are less specialized, but 
flexibly deployable, mature firms have a specialized resource base that enables them to efficiently operate in 
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given market conditions [19]. Mature SMEs have established routines, which younger firms lack [17]. However, 
reconfiguring the organizational setting in long-established SMEs can be expected to prove more time 
demanding and costly than in new firms which do not have engrained routines [38]. Firms that remain in current 
trajectories and do not manage to adapt to environmental change may fail to keep up with competition [12]. 
Core competencies based on firm-specific knowledge then become core rigidities [26]. Especially established 
SMEs might lose their initial competitive advantage of nimbleness as they reinforce core routines, processes, 
and structures[14]. In contrast, new ventures are free to create processes and structures to form specific, 
opportunity-related capabilities that are difficult to imitate or substitute, thus, fostering the creation of a 
competitive advantage. As a result, new entrants those show a high degree of entrepreneurial orientation often 
pioneer radical branding in environments of technologically-induced discontinuities [30]. Thus, branding is 
recognized as a promising strategy for new ventures. Since new firms can be expected to be more flexible and 
agile than established SMEs, they have a prolonged time of operating under conditions of limited competition in 
case they pioneer branding. In sum, pursuing branding in established firms will be characterized by greater 
difficulties in comparison to flexible and fast-moving, new firms. Therefore, we argue that new ventures benefit 
more from branding than mature SMEs. 

Hypothesis 2. The positive relationship between branding and SME performance is stronger in younger 
firms than in older firms. 

 
3.3 Culture: 

National culture has been related to various aspects of branding. Cultural differences may not only account 
for cross-national variations in branding, but may also influence the branding–performance relationship because 
cultural differences affect branding input, the branding process, and the commercialization of branding. 
Organizational culture is embedded in national culture [9]; thus, individualism at the societal level is likely to 
influence the organizational culture of SMEs. Compared to large enterprises, SMEs are less likely to be 
influenced by several national cultures because many smaller firms do not have international subsidiaries that 
could have an additional impact on the culture of the firm. Therefore, the influence of individualism of the home 
culture can expected to be particularly strong in SMEs. Individualism at the organizational level can be 
beneficial, but also detrimental for the success of branding activities in SMEs. In addition, individualism has 
been linked to entrepreneurial orientation [23] a critical determinant of the success of SMEs [33].Furthermore, 
individualism can facilitate new product development through product championing [35]. Individualism has, 
therefore, been related to radical branding activity [30].Individualism might be especially detrimental for SMEs 
as it can weaken teamwork. Yet, teamwork is needed with regard to the special challenges, resistances, and extra 
efforts which branding projects imply [15,21,32]. Because SMEs have a more limited resource base these 
branding challenges are augmented. In consequence, SMEs need to rely on teamwork which might be more 
difficult to accomplish in cultures characterized by high levels of individualism. 

In consequence, the few SMEs exhibiting branding behavior can benefit from their branding activities more 
than in societies where branding is pursued by most SMEs.  

Hypothesis 3. Individualism moderates the link between branding and SME performance such that the 
positive relationship is stronger in countries with a low level of individualism. 
 
4. Methodology: 

Research done in terms of categories based on objective research, applied research is intended to transfer 
the scientific findings of fundamental research to technology field. Empirical research on the branding–
performance relationship is characterized by a large number of small sample size field studies that show highly 
controversial findings. Such empirical work is usually limited in generalizability due to restrictions in 
underlying assumptions as they focus on populations which fulfill certain criteria (e.g., industry, size, and age). 
Meta-analysis is a method to integrate such results across previously conducted independent studies [32]. By 
virtue of increased statistical power, it enables researchers to provide profound estimates of the true relation. In 
comparison to narrative reviews, meta-analysis is less biased as it systematically quantifies the relationship 
between variables. Meta-analysis allows for a systematic quantification of the relationship between branding 
and organizational performance while accounting for statistical artifacts. For our bivariate analysis, we use the 
procedures suggested by Hunter and Schmidt (2004) which are most commonly applied in strategic 
management research [11]. Sampling error is a major source of artifactual variance in study results. In order to 
account for this problem, we weight effect sizes by the sample size of the respective study before aggregating 
them into an overall effect size. The homogeneity of populations and the significance of effect sizes are crucial 
questions in meta-analysis. We calculate credibility and confidence intervals to give information on 
homogeneity of populations and significance of effect sizes. The 95% confidence interval shows whether the 
relationship between the variables significantly varies from zero [11].A confidence interval that does not include 
zero indicates a significant relationship between variables. In contrast to confidence intervals, credibility 
intervals do not refer to the likelihood of error in the estimation but to the distribution of parameter values 
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(Daniel et al., 2004). A 95% credibility interval that includes zero indicates a heterogeneous population and, 
thus, potential moderating effects [11].For analyzing moderator effects derived from theory, the sample is 
divided into sub-samples. For each subsample, we calculate average sample-size weighted effect sizes. To test 
differences in the effect sizes between sub-samples, we calculate z values. Further, a variable is considered to be 
a moderator if the average residual variance of the sub-samples is lower than the residual variance in the original 
data set.  

There are some critical issues concerning the meta-analytical procedure described above. First, many 
studies reported more than one effect size because they use different operationalizations of the dependent or the 
independent variable. Including all of these effect sizes would violate the independence assumption. Thus, we 
calculate averages across the effect sizes reported in each study. This is a common procedure, even though it 
does not consider intercorrelations among variables [6]. A second problem refers to outliers. Whenever 
weighted averages are used, outliers can have a strong influence on the mean effect size as well as variance 
estimates [11].We address this issue by applying two techniques which show the robustness of our findings. 
While meta-analyses in entrepreneurship commonly apply bivariate analysis techniques [32,39]. recently the use 
of multivariate analysis in entrepreneurship research has been advocated to substantiate the findings [5]. 
Following this literature, we applied meta-regressions using procedures suggested by Bausch et al, (2008). 
Metaregressions use moderating variables as independent variables to predict the inverse coefficient adjusted 
effect sizes of the individual studies. In analogy to regressions, the independent variables are expected to impact 
the dependent variable which is the effect strength between branding and performance found in the individual 
studies. Control variables in meta-regressions serve the same purpose as control variables in other regressions; 
they are used to control for effects that these variables have on the dependent variable.The value of branding- 
performance companies presented by Iranian SMEs for a period of 10 years from 2002 to 2012 in Tehran stock 
exchange. 
 
5. Result: 

Tables 1 and 2 depict the bivariate and meta-regression results, respectively. The results of the analyses are 
consistent. According to the bivariate analysis, branding is positively linked to SME performance at the 
aggregate level (r =0.136). A confidence interval not including zero indicates that this effect significantly differs 
from zero. Although Hypothesis 1 is supported, it needs to be highlighted that the credibility interval includes 
zero which suggests that this effect depends on contextual factors that moderate the branding–performance 
relationship.  
 
Table 1: Bivariate meta-analytical results 

 K N r Confidence interval Credibility interval Z p 
H1:Overall 
relationship 

42 21270 0.136 0.096 0.169 - 0.089 0.355   

Process 
Strategic 
orientation 

16 4954 0.196 0.123 0.268 - 0.074 0.464 2.021a 0.02 

Input 22 10741 0.099 0.039 0.158 -0.154 0.36 1.171b 0.13 
a. Internal 18 8801 0.107 0.035 0.178 -0.183 0.394 1.613c 0.054 
b. External 9 3058 0.0005 -0.107 0.108 -0.305 0.307   
Output 21 14268 0.143 0.099 0.187 -0.045 0.331 1.209d 0.116 
H2: Age          
New 
ventures 

14 5445 0.202 0.164 0.247 0.084 0.326 4.65 0.000 

Mature 
firms 

12 6859 0.061 0.028 0.108 -0.045 0.18   

H3: culture          
High 23 11851 0.113 0.067 0.162 -0.096 0.323 -4.307e 0.000 
Medium 6 2651 0.207 0.127 0.281 0.039 0.37 -1.958f 0.026 
Low 7 1810 0.317 0.24 0.403 0.136 0.503 -2.055g 0.018 

a Orientation vs. Input. b Output vs. Input. c Internal vs. External input. d Orientation vs. Output. e High vs. Low. f High vs. Medium. g 
Medium vs. Low. 
 
Results of both methods of analyses demonstrate that firm age affects the branding–performance relationship 
negatively. The correlation between branding and firm performance is significantly higher in new ventures (r = 
0.202) than in mature firms (r = 0.061). A significantly negative coefficient for firm age in the meta-regression 
confirms the results found in the bivariate analysis. Hence, the data strongly support Hypothesis 2. With regard 
to the cultural context, we had proposed that individualism has a negative effect on the branding–performance 
relationship. This hypothesis is strongly supported. Firms based in Industry with low individualism benefit more 
from branding (r = 0.317) than firms operating in countries with medium (r = 0.207) and high levels of 
individualism (r = 0.113). All differences relating to cultural moderator variables are significant. The meta-
regression as a multivariate analysis technique underlines the robustness of our findings. It is noteworthy that we 
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again find indicators for the homogeneity of two sub-groups. The credibility interval for the sub-samples of 
firms in countries with medium and high levels of individualism does not include zero. In the meta-regression 
we controlled for subjective vs. objective measurements of branding. This control variable shows a significant 
moderating effect on the relationship between branding and SME performance. The bivariate analysis revealed 
no significant differences between profitability, growth, and stock market performance measures. A further 
robustness check based on meta-regression was not feasible due to high co linearity caused by performance and 
branding-type dummies. 
 
Table 2: Results of meta-regression 

Independent variables Input combined Internal/external 
B P B P 

Constant 0.764 0.000 0.676 0.000 
Objective branding 
measurement 

-0.196 0.000 -0.171 0.000 

Strategic orientation 0.19 0.000 0.193 0.000 
Input -0.094 0.000   
Internal input   0.022 0.368 
External input   -0.08 0.009 
Age -0.149 0.000 -0.151 0.000 
Culture -0.002 0.001 -0.002 0.000 
R square 0.739  0.713  
Adjusted R square 0.643  0.576  
F-value 7.902  5.333  
Significance-level 0.003  0.007  

 
Conclusion: 

This study aggregated empirical evidence regarding the branding–performance relationship in SMEs.The 
value of branding- performance companies presented by Iranian SMEs for a period of 10 years from 2002 to 
2012 in Tehran stock exchange. It was directed to uncover whether smaller, resource-scarce firms benefit from 
pursuing branding. The findings show that branding strategy creates value for new and established SMEs. By 
and large, SMEs that pursue abranding strategy appear to have sufficient resources and capabilities to benefit 
from branding. This finding suggests SMEs can benefit even more if they develop, communicate, and embrace a 
branding image. An organizational orientation towards branding can lead to the development of more ambitious 
goals, the allocation of resources in areas where they create more value, an inspiring and challenging firm 
culture, organizational pro activity, as well as effective risk analysis and risk-taking. Beyond these internally 
directed benefits, SMEs which focus on branding can benefit from a positive perception by market participants 
leading to higher brand equity, obtaining better collaboration partners, and attracting highly skilled employees. 
Our findings suggest that these positive internal and external effects go beyond the positive effects branding 
offerings have for SMEs. The strong positive effects of a branding orientation on success can lead entrepreneurs 
and small business executives to conclude that by focusing more attention on branding and devoting more 
resources to the branding tasks, the benefits of branding will substantiate automatically. This finding has 
important implications for branding researchers and practitioners. It underlines the call for a better 
understanding as to how branding inputs can effectively be turned into marketable outputs. When pursuing 
abranding strategy, entrepreneurs and small business owners face the quandary of deciding whether they should 
pursue the branding development projects as firm-internal projects or with external partners. Prior research 
predominantly advocates the focus on external collaborations and networking for new and small ventures. Yet, 
our findings exhibit that internal branding projects lead to greater firm performance than branding projects with 
external partners. Moreover, our meta-analytical results show that the branding projects that focus on external 
collaboration do not increase the performance of SMEs. Meanwhile, the internal development of branding 
increases significantly the performance of SMEs. This surprising evidence indicates that external, branding-
focused collaborations can have substantial disadvantages for SMEs. Branding projects which tend to be 
complex and risky endeavors can be complicated substantially when dealing with external partners which, in 
consequence, can prolong the duration of the branding project and imply greater transaction costs in form of 
greater coordination, supervision, or intellectual property protection efforts. The findings can also be explained 
resource-scarce, smaller entities may receive unfavorable terms in the joint branding projects. From a theoretical 
perspective this finding provides indication that when dealing with external branding partners, SMEs might 
indeed suffer from a liability of newness and smallness. To address the liability of newness and smallness, 
entrepreneurs and SME managers are advised to determine the degree of external collaboration dynamically. 
Initially, as collaboration terms are unfavorable, they could focus on internal branding development. As they 
gain better insights and market recognition, the focus can shift towards engaging more actively in external 
collaborations at more attractive terms. Empirical evidence provided in this study suggests that new ventures 
benefit more from branding than mature SMEs. As such, the flexibility of new firms might enable them to adapt 
to changing environments or induce rapid industry changes themselves. This finding is especially insightful as it 
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highlights that the often cited liability of newness of new ventures can proof to be an asset for the development 
of new organizations if entrepreneurs choose adequate strategies. 

Overall, this study identified a number of important contextual factors that impact the branding-
performance relationship. In so doing, we hope to foster a more contextual understanding of the 
entrepreneurship phenomena. We believe that the identified variables are indicators of a variety of salient 
contextual dimensions; yet, we do not want to suggest that the identified variables are the only ones. More 
research can be directed at uncovering other moderators and illustrating specific mechanisms how branding 
affects firm success. 
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