-

View metadata, citation and similar papers at core.ac.uk brought to you byfz CORE

provided by ResearchOnline@GCU

GCU

Glasgow Caledonian
University

University for the Common Good

Analysing trademark and social media in the fashion industry: tools that impact
performance and internationalization for SMEs

Rienda, Laura; Ruiz-Fernandez, Lorena; Carey, Lindsey

Published in:
Journal of Fashion Marketing and Management

DOI:
10.1108/JFMM-03-2020-0035

Publication date:
2020

Document Version
Peer reviewed version

Link to publication in ResearchOnline

Citation for published version (Harvard):

Rienda, L, Ruiz-Fernandez, L & Carey, L 2020, 'Analysing trademark and social media in the fashion industry:
tools that impact performance and internationalization for SMEs', Journal of Fashion Marketing and
Management. https://doi.org/10.1108/JFMM-03-2020-0035

General rights

Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners
and it is a condition of accessing publications that users recognise and abide by the legal requirements associated with these rights.

Take down policy

If you believe that this document breaches copyright please view our takedown policy at https://edshare.gcu.ac.uk/id/eprint/5179 for details
of how to contact us.

Download date: 29. Jul. 2020


https://core.ac.uk/display/327079799?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1
https://doi.org/10.1108/JFMM-03-2020-0035
https://researchonline.gcu.ac.uk/en/publications/4ff3a702-aa1e-4869-bade-1ae4f977e199
https://doi.org/10.1108/JFMM-03-2020-0035

Journal of Fashion Marketing and Management

emerald o
A, —L 5o |

Fashion Marketing and
Management

“Analysing trademark and social media in the fashion

industry: Tools that impact performance and
internationalization for SMEs”

Journal: | Journal of Fashion Marketing and Management

Manuscript ID | JFMM-03-2020-0035.R1

Manuscript Type: | Original Article

. | SMEs, Fashion industry, Trademark, Social media, Performance,
Keywords: : :
International business

SCHOLARONE™
Manuscripts




Page 1 of 34 Journal of Fashion Marketing and Management

ANALYSING TRADEMARK AND SOCIAL MEDIA IN THE FASHION INDUSTRY: TOOLS

THAT IMPACT PERFORMANCE AND INTERNATIONALIZATION FOR SMEs

oNOYTULT D WN =

10 ABSTRACT

13 This research investigates the role that having a trademark and a social media presence play in the
15 development of international activities as well as their influence on performance for small and medium-
sized enterprises (SMEs) operating within the fashion sector of the UK and Ireland. Quantitative analysis
18 was carried out by integrating information from several data sources. The hypotheses proposed in our
20 research model are tested on a sample of 102 SMEs, applying bivariate analysis and variance-based
22 structural equation modelling (partial least squares). The aim of this paper is to investigate the effect of
trademark and social media participation on firms which varies depending on what managers of fashion
25 related SME companies want to prioritise. Hence, these two marketing tools could be useful for managers
27 to decide on what resources invest; to register a trademark or to be present in social media, subject to their

firms’ strategy and objectives.

33 KEYWORDS

35 SMEs, fashion industry, trademark, social media, performance, international business.



oNOYTULT D WN =

Journal of Fashion Marketing and Management Page 2 of 34

INTRODUCTION

The increasing globalisation of the fashion industry has led to greater international competition.
Furthermore, the emergence of new technologies in recent years has created both opportunities and
challenges for fashion retailers, particularly for small and medium-sized enterprises (SMEs) whose limited
resources could entail a barrier to the adoption of such technologies (Kim et al, 2013). Nowadays, SMEs
deal with a dynamic environment and they need to manage different resources in order to be competitive.
This environment is more complex in the fashion industry, where companies must to adapt and answer
rapidly to the emerging needs of their customers. There is growing consensus amongst researchers that
SMEs differ from larger companies with respect to managerial styles, scale of operations and strategic
decisions (O'Cass and Weerawardena, 2009). In fact, small businesses need to deal with specific size-
related issues and behave differently from their larger counterparts (Shuman and Seeger, 1986). In
particular, SMEs encounter difficulties in their internationalisation process due to their resource-based

constraints (Coviello and McAuley, 1999; Gomes-Casseres, 1997).

Developing a recognisable brand and developing social media presence are both valuable marketing tools.
Despite the growing number of firms who have a registered trademark, mixed results have been reported
regarding the benefits on business performance (Greenhalgh and Rogers, 2007; Krasnikov et al., 2009;
Seethamraju, 2003). This relationship is particularly under-researched when the object of the research is
concerned with SMEs (Agostini et al., 2014). The paucity of investigations that consider trademark as a
critical factor for internationalisation adds to the contribution this paper makes to research in this area. In
addition, the effect of social media in firms’ decisions regarding internationalisation has still not been

fully explored (Paniagua and Sapena, 2014).This research investigates the role trademark and social media
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play in the development of international activities and performance of SMEs in the UK and Ireland fashion

industry.

Thus, the potential value of the use of these particular resources in SMEs, namely trademark and social
media adoption, and their impact on performance and firms’ international activity has scarcely been
investigated within the fashion context. This study attempts to fill this research gap by exploring if fashion
SMEs achieve better performance or greater internationalisation when they have a registered trademark,
or if they have a presence in social media. This paper answers the following questions: Do SMEs operating
within the fashion industry have higher performance when they possess a trademark and/or make use of
social media? Do SME:s in the fashion industry have a greater chance of having an international presence
when they possess a trademark and/or make use of social media? Is an international presence more likely

for SMEs who operate in the fashion industry if they possess a trademark and/or make use of social media?

This paper contributes to research in several ways. Firstly, our sample is focused on SMEs and a limited
number of papers consider this profile of firms in the context of the fashion industry. Secondly, we tested
our hypotheses with a quantitative study whilst many research papers concerned with the fashion industry
are commonly qualitative. There is a scarcity of quantitative papers in this area and in particular looking
at SMEs (Ananda et al., 2017). Thirdly, trademark and social media are prominent marketing tools, and
they are particularly important in the fashion industry due to their characteristics. Both have influence on
strategy and decision-making processes within the operating structure of companies. Finally, our results
offer practical implications as SME managers, who must decide to invest or not in specific resources, will
obtain information about the impact different variables (trademark and social media) will have on

performance and/or international activity.
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This paper is organized as follows. In the next section we review available research concerned with the
relationship of trademark and social media with company performance and international activity. Next,
we present the methodology and data collection procedure. Then, our results are presented and discussed.
Finally, we explain the main findings, describe the principal managerial implications, and suggest future

research areas related to this topic.

THEORETICAL BACKGROUND

Malem (2008) suggests that much of the UK fashion industry is made up of SMEs (in particular of less
than 50 employees). Furthermore, the increasing number of these SMEs operating in an international
landscape and their particular behaviours has attracted a growing amount of research attention in the past
couple of decades (Cho and Jin, 2015; Fillis, 2001; Hutchison and Quinn, 2011; McAuley, 2010).
Although the number of authors investigating the behaviour of SME companies has recently increased,
this area of knowledge remains underdeveloped considering the influence of fashion SMEs in the UK

(Hutchinson and Quinn, 2006).

Considering this context, we have framed our study following the resource-based view (RBV) of the firm,
which considers that company performance is determined by the effectiveness with which it can convert
resources into capabilities to achieve competitive advantage (Barney, 1991). In addition, we have
considered that this theory provides the basis for analysing the link between the use of certain resources
and the consequent value creation in the case of SMEs (Palacios-Marqués et al., 2015). According to this
theory, some firms’ resources can be considered as capabilities that enable SMEs to increase their
performance (Trainor et al., 2014). Furthermore, RBV also suggests that capabilities accumulated before
and during internationalisation can reduce the liability of foreignness, as well as affect post-entry

performance outcomes (Giarratana and Torrisi, 2010). This implies that there is scope for firms to consider
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some intangible resources, such as trademark and social media, as important tools that could help them

succeed with internationalisation.

We also examine the relationship between trademarks and social media, as intangible resources, with firm
performance and international activity. The effect of these two marketing tools on company decision-
making processes support managers in their decision regarding the advisability and extent of investment

in such resources.

Impact of trademark on firm performance and international activity

Trademark and brand are closely linked (Greenhalgh and Rogers, 2007; Krasnikov et al., 2009), and
considered as fundamental marketing capital within the fashion industry (Davey, Schneider and Davey,
2009). With trademark the firm uses names or symbols to identify its products to distinguish them from
their competitors in a global environment (Agostini et al., 2014). In the fashion industry, strong and
recognisable symbols and names allow companies to shape the emergence of successful trends and offer

efficiency benefits for the whole industry (Barrére and Delabruyére, 2011).

SMEs differ from large firms with regards to their investments towards trademarks and marketing
activities. Whilst large firms usually adopt a strategic view which includes long-term business goals and
a delivery strategy, SMEs are often involved in day to day activities and strategic planning is sometimes
hardly considered. This implies that they often adopt a reactive and emotional decision-making process

(Hutchinson and Ray, 1986; Nastasiea and Mironeasa, 2016).

However, it has been ascertained that a firm’s trademark and brands provide assurance to consumers
creating individual shopper’s identity and loyalty to products (Carpenter and Fairhurst, 2005; Dolbec and

Chebat, 2013). Furthermore, some authors’ highlight the value creating potential of trademarks for fashion
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companies to enable them to turn their innovation and creativity into a sustainable competitive advantage

(Davey et al., 2009). This value often translates into economic profit (Greenhalgh and Rogers, 2007).

Some studies confirm the positive relationship between trademark and firm performance although they
mainly focus on large firms (Greenhalgh and Rogers, 2007; Krasnikov et al., 2009; Seethamraju, 2003).
Further research is needed to investigate whether trademark and firm performance are related within the
context of smaller firms. Firms that invest on trademarks are associated with better quality as it allows
firms to differentiate their products leading to higher returns (Agostini et al., 2014). It is also particularly
relevant within the fashion industry where the position of trademarks is very significant (Davey et al.,

2009; Weller, 2007). This leads to the proposal of our first hypothesis:

Hypothesis la. In the fashion industry, SMEs with trademarks are positively associated with higher firm

performance.

Additionally, trademarks are considered a key motivation for fashion internationalisation (Wigley et al.,
2005). International expansion of fashion retailers happens when a firm has a strong brand (Fernie et al.,
1997; Whitehead, 1991; Zavrsnik, 2007). Nevertheless, little is known about the influence of trademarks

on fashion SMEs internationalisation.

Recent research on new ventures and trademarks posits that trademarks can be positively related to the
capabilities of the new ventures (Block et al., 2014; Zhou et al., 2016), their overall quality (Greenhalgh
and Rogers, 2007) or simply their entry into a new markets (Giarratana and Torrisi, 2010). Entry into
diverse markets entails a high level of uncertainty and high costs associated with the liability of
foreignness when operating in a new market (Zaheer, 1995). Trademarks could drive the firm in this new

adventure in two ways: increasing international operations because the firm has an ownership advantage
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in the home country to exploit in host countries; and expanding internationally to spread the costs of

investment in their brand over a larger market (Giarratana and Torrisi, 2010).

In this study, we highlight the effect of trademark and consider that it is a push factor for the international
activity of the firm, particularly for SMEs. They possess limited resources, but the marketing effort related

to the company’s brand is positively associated with international opportunities (Wigley et al., 2005).

Hypothesis 1b. In the fashion industry, SMEs with trademarks are positively associated with a higher

international activity.

Impact of social media on firm performance and international activity

Many authors have considered during the last years whether it is worthwhile for companies to make an
effort to integrate and use social networks as part of a company's business strategy (Paniagua and Sapena,
2014; Tiago and Verissimo, 2014; among others). In short, it has been investigated in different contexts
whether a company's participation in social media really leads to superior firm performance. In addition,
other authors such as Nash (2019) have explored how social media platforms influence fashion consumer
decisions in the UK retail sector. In our case, we are interested in studying whether, within the context we
propose, namely for the specific case of SMEs, and in the fashion industry of the UK and Ireland, the
effort of participation in social media means an increase in business performance, and if the SME’s should

seriously consider this aspect for their business strategies or not.

Specifically, it is worth highlighting the case of Scuotto et al. (2017) that also analyses the link between
the use of social networks and the performance of SME’s, specifically in the fashion industry, although

they are more oriented towards the development of open innovation (Chesbrough, 2011).
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In particular, we can consider that social media allow users to communicate and generate shared content
without the need for physical presence (Zhang et al., 2017). Thus, they facilitate communication, networks
and the exchange of content for firms, which is why many organizations have decided to take advantage
of this opportunity and incorporate social networks into their business and marketing strategies (Paniagua

and Sapena, 2014). This leads us to justify the approach to the following hypothesis.

Hypothesis 2a. In the fashion industry, SMEs with social media are positively associated with a higher

performance.

In relation to the impact that the use of social media by companies can have in their international activity,
we want to emphasize that this link has been covered from various different perspectives (Alarcon-del-
Amo et al., 2016; Okazaki and Taylor, 2013; Paniagua et al., 2017). Recently it has been considered that
the growth of social media could entails certain risks and challenges to international companies. This is
because the movement generated by social media can mean a loss of control over the message to be
conveyed by managers and marketing professionals. However, these companies are also realizing the

potential of social media as a marketing tool (Alarcén-del-Amo et al., 2018).

On the other hand, authors like Paniagua et al. (2017) affirm that social networks are commonly assumed
to be part of the internationalisation strategy nowadays; and that social media are generally assumed as an
effective resource for improving the capabilities of companies, particularly those associated with

international business.

In the same way, Alarcon-del-Amo et al., (2018), consider that the companies that sell their products in
international markets face greater difficulties and uncertainties, because they act in unknown

environments. Thus, social media can be considered a solution to be used to overcome those issues (Diviné
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et al., 2011) and other barriers of time and space (Constantinides et al., 2008). Therefore, we propose our

last hypothesis:

Hypothesis 2b. In the fashion industry, SMEs with social media presence are positively associated with a

higher international activity.

The mediating role of international activity

Over the past three decades, scholars have presented various descriptive models of international activity
and performance. Despite of the fact that there is a little consensus about the relationship between
internationalisation and firm performance, traditionally studies have considered a linear and positive
relationship (Grant, 1987). Furthermore, the empirical findings in the international business literature
point to a positive relationship between the degree of internationalisation of the firm and its performance

(Ayal and Zif, 1979; Delios and Beamish 1999; McDougall and Oviatt 1996).

As indicated above, investment in trademark and social media should facilitate the internationalisation of
SMEs, and taking into account this positive relationship between internationalisation and performance,
we propose that international activity mediates the effect of trademark and social media on firm
performance. Therefore, we set up the following hypotheses with the mediating effect of

internationalisation:

Hypothesis 3a. In the fashion industry, international activity mediates the relationship between trademark

and performance of SMEs.

Hypothesis 3b. In the fashion industry, international activity mediates the relationship between social

media and performance of SMEs.
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METHODOLOGY

Data collection

Regarding the methodology used, we carried out a quantitative analysis by integrating information from
several data sources. Firstly, we used the FAME database Bureau van Dijk to select the firms for our
sample. In this database there is information about companies established in both the UK and Ireland. It
contains companies’ financial and business data information. We first established as the main search
criteria that the companies belonged to the fashion industry. At the same time, we restricted the search to
those companies that were SMEs (based on the number of employees that work in the company) and that
were active at the time of the analysis. In this first iteration, we obtained a preliminary sample with

information about 122 SMEs.

Secondly, we refined and completed the sample through an exhaustive analysis of each company through
information gained from the same Fame database, the corporate website of the firm (if it was available)
and different social media networks (also if available). Finally, our sample included 102 fashion SMEs

established and operating in the UK and Ireland in the year 2018.

Measures

Trademark. This study considered the use of trademarks in order to compare if there are differences
between firms with or without a registered trademark until the year 2017. This variable has the dual
advantage of its objectivity and public availability (Agostini et al.,, 2014). We checked each firm in the

website https://trademarks.ipo.gov.uk/ipo-tmowner, which contains official UK government information

about intellectual property rights including patents, designs, trademarks and copyright (The Intellectual

Property Office-IPO). For each company, we examined the annual number of trademarks. We used two

10
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measures. Firstly, the number of active registered trademark of each firm. And secondly, trademark as a
dummy variable that takes the value 1, when the firm has a registered trademark in the year 2017, and 0

otherwise.

Social media. In order to collect the effect of social media usage, we selected two important essential
tools. The first measure was the existence or not of a corporate company website (Padilla-Meléndez and
del Aguila-Obra, 2013). We have created a dummy variable with value of 1, when the firm had a corporate
website, and 0, otherwise. On the other hand, we have also tried to approximate the use of social media
by the company through the presence of the company in social networks such as Facebook, Twitter or
Instagram (Aral et al., 2013). Other papers such as Nelson, Moore and Swanson (2019) have considered
the study of Facebook, Twitter and Instagram as reference social media platforms. Thus, we have created
another dummy variable with a value of 1, when the firm has a presence on any of these different social
networks (Facebook, Instagram or Twitter), and 0, when the company did not have any of these social

networks.

Firm Performance. In this study, firm performance was measured by different financial indicators (the
most commonly used) in order to adequately capture its value. We used two indicators to approximate the
measure of this variable: one of them as part of key financial data, profit (loss) before taxation in GDP
(Clatworthy and Jones, 2003); and another indicator that is present in the Profit and Loss account,
EBITDA in GDP (Francis et al., 2003). These data all emanate from the FAME database. Finally, we used

logarithmic transformation to normalise the values.

International activity. In this study we distinguished between firms that have or have not an international
activity, in the year 2018, with the information that the FAME database provided. We consider

international fashion SMEs as those that operate in more than one country (Dawson, 1994). Then, we

11
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created a dummy variable with the value of 1, when the firm exports or has subsidiaries abroad, and 0 if

the firm’s activity is limited to their home country.

Firm size. In this study we used two variables to measure the size of a firm. First, we collected the number
of employees of each firm. Secondly, in order to establish a more detailed categorization, we organised
the number of employees following the OECD classification of SMEs: micro firms, with less than 10
employees; small firms, with more than 10 and less than 49 employees; and medium firms, with more

than 50 and less than 249 employees (OECD, 2005).

Firm age. This variable also gives us interesting information related to the behaviour of new ventures. In
this case, we measured firm age with two variables. On the one hand, we considered the total number of
years that the firm had been operating since its foundation. There is a growing consensus that firms
operating for 6 years and or less are new ventures (Brush and Vanderwerf, 1992; Zahra et al., 2000). In
this way, we classified the firms into two groups: firms with 6 years and less of operation, namely “new

firms”; and first with more than 6 years, namely “consolidated firms”.

Data analysis

We started our exploration with a descriptive analysis in which we structured the existing data and
presented the most relevant information in the simplest and most intuitive way. Subsequently, we carried
out a bivariate analysis by comparing means of independent samples in order to contrast the presented
hypotheses (hypotheses 1a, 1b, 2a and 2b), and thus present the results of the relationship between the
variables under study. These analyses were carried out using SPSS statistical software package (SPSS,

Version 24).

12
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Furthermore, we used a partial least squares (PLS) technique to complete our analysis and contrast all of
our hypotheses (hypotheses 1a, 1b, 2a, 2b, 3a and 3b). This study is based on prior models but introduces
new structural paths (Chin, 2010). The PLS method is the most suitable because the technique is effective
with small samples (Chin and Newsted, 1999; Reinartz et al., 2009). In this case, we used the SmartPLS,

version 3.2.8.

RESULTS

In this section we show the results obtained from the statistical analysis. First, we expose the most relevant
results of the analysis of difference in means with independent samples. Secondly, we show the model
obtained from PLS: the assessment of the measurement model (outer model); and, the estimation of the

structural model (inner model).

Regarding the descriptive statistics, our sample is composed of small firms with 47 employees and with
an average operating age of 22 years. Attending international activity, less than half of the companies in
our sample have an international activity, only 38% of the total. It appears, therefore, that the sample is

mainly constituted of relatively mature SMEs who do not operate overseas.

On the other side, the companies that have a trademark are mainly small firms (46.2% of them) and
consolidated firms (64.3% of them). Finally, regarding the presence in social networks, 77.1% are

consolidated firms, and more than 44% are medium firms.

Our first statistical analysis separates our sample amongst those companies with a trademark and those
without it (Table I). First, it emerges that 32.4% of the overall companies in our sample have a trademark.
Regarding the variables related with performance, only the difference in means of log EBITDA is

significant (p-value=0.077). This shows that the firms with a trademark have a higher EBITDA than the

13
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firms without a trademark, and this is statistically significant. On the other hand, in the case of international
activity, the difference in means is statistically significant (p-value=0.08). Because of this, we can affirm

that those firms with trademark within our sample have more international activity, on average.

Insert Table [ here

Successively, Table II shows the difference in means using the possession or not of a corporate website
as a segregating variable. The percentage of SMEs in our sample with a website is 52.9%. According with
the “website” (the presence of a company website) variable all our differences in means are statistically
significant relating to performance (p-value=0.040; 0.036; 0.002). In the same way, we can see that there
are differences between firms with and without website regarding their international activity (p-
value=0.009). This means that those SMEs with a website have a higher performance and more

international activity than those which do not have a corporate website.

Insert Table II here

Finally, in Table III we can observe the difference in means of performance and internationalisation if we
separate our sample among those companies with and without social networks. Thus, 47.1% of SMEs
have, at least, a social network (Facebook, Instagram or Twitter). The differences in means for
performance variables are statistically significant (p-value=0.021 and 0.001). Furthermore, the difference
in means of international activity is not significant. That means that we can’t affirm that SMEs with social

networks presence have more international activity.

Insert Table 11l here

14
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In order to achieve the objectives of this study and to test our hypotheses, we carried out a two-stage
approach that is often used to achieve PLS path modelling: (1) the assessment of the measurement
model (outer model), and (2) the estimation of the structural model (inner model) and hypothesis tests.
All constructs drew on a reflective measurement model in the study, because the indicators of each
constructs are correlated and interchangeable (Hair et al., 2013). The first step requires the assessment
of the measurement model, which allows the relationships between the observable variables and
theoretical concepts to be specified. In this step the measurement model of reflective constructs is
evaluated in terms of reliability and validity. Table IV shows that all indicators have individual indicator
reliability values that are greater than the level of 0.7 (A>0.7) (Carmines and Zeller, 1979). Advocators of
PLS-SEM (e.g., Hair et al.,, 2012, 2013; Sarstedt et al., 2014) suggest ‘composite reliability’ as a
replacement for ‘Cronbach's alpha’ in assessing internal consistency reliability. According to Hair et al.
(2013), values between 0.60 and 0.70 are considered “acceptable in exploratory research”, whereas
values between 0.70 and 0.95 are “satisfactory to good”. Table 1V, all values are >0.7 demonstrating
internal consistency reliability. Convergent validity measures the extent to which a construct converges
with its indicators by explaining the items' variance by the Average Variance Extracted (AVE) (Fornell and
Larcker, 1981). Results indicated that all construct AVE values were greater than the acceptable

threshold of 0.5 suggested by Hair et al. (2013).

Insert Table IV here

Discriminant validity determines the extent to which a construct is empirically distinct from other
constructs in the path model, both in terms of how much it correlates with other constructs and in terms

of how distinctly the indicators represent only this single construct (Sarstedt, et al., 2014). The most

15
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conservative criterion recommended to evaluate discriminant validity is the Fornell and Larcker (1981)
criterion (Table V). Furthermore, we have checked the heterotrait—-monotrait ratio of correlations (HTMT)
developed by Henseler et al. (2016). These authors confirmed that this ratio is the best criteria to detect
discriminant validity. To clearly discriminate between two factors, the HTMT should be significantly less

than 0.85 (Henseler et al., 2016), which is the case in our sample.

Insert Table V here

After establishing reliability and validity, the study assessed the structural model using 5000 bootstrap
resamples. The procedure consists of evaluating the collinearity; the algebraic sign, magnitude and
statistical significance of the structural path coefficients and the R? values (variance explained). Variance
Inflation Factor (VIF) values was used to examine the collinearity. The result showed our model was not
negatively affected by collinearity as all the values were <5 (Hair et al., 2013). The R? value of each
endogenous construct is a measure of the variance explained in each endogenous construct and the model's

predictive accuracy. According to Falk and Miller (1992) R? values must be 20.10. A1l R?values

achieve the threshold. We can see in our model (Figure 1) the different R? values and the path coefficients

(B) values.

Insert Figure I here

This study also assesses the mediating role of internationalisation between social media (website and
social networks) and performance, and between trademark and performance. In other words, our model
examines the indirect effect of social media and trademark on performance through internationalisation.

The product of the coefficient approach using the bootstrapping resampling method has been used to

16
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examine the significance of the indirect effect (Nitzl et al., 2016). The results support the existence of a

significant indirect effects between social media and performance (Table VI).

Insert Table VI here

DISCUSSION

This paper has focused on the analysis of a sample of SMEs operating in the fashion industry located in
the UK and Ireland. Specifically, the objective of our study was to analyse how the application of two
essential resources - a registered trademark and the use of social media- can influence the firms’ in terms
of their strategy and underpinning of resource allocation. Nowadays, managers should take into account
the potential of these resources, as they are crucial and frequently used in the fashion industry in particular.
With regards to how these resources affect the company, we have analysed if there are differences in the
performance and international activity between SMEs that use a trademark and participate in social media

and those that do not use these marketing tools. To carry out this analysis we used quantitative methods.

Our first hypothesis establishes that SMEs with trademarks are positively associated with a higher
performance. Further studies also found a positive relationship between these two variables (Greenhalgh
and Rogers, 2007; Krasnikov et al., 2009), and some of them examine trademark as an important feature
for SMEs (Agostini et al., 2014; Helmers and Rogers, 2008). Through bivariate analysis we found a weak
relationship between the firms with trademark and their performance. This is confirmed with the PLS
analysis as it indicates an indirect effect between these variables through internationalisation. This means
that having a trademark influences positively in the SMEs’ performance when they have international
activity. Therefore, hypothesis 1a is supported, but we must emphasize that the total effect of trademark

on performance is due to the indirect effect via international activity.

17
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Concerning international activity, we also set up in our Hypothesis 1b that the use of a trademark is related
with the internationalisation of firms. The use of branding allows firms to gain competitive advantage in
both domestic and foreign markets (Krasnikov et al., 2009) which is especially important for SMEs (Block
et al., 2014). We have considered trademark as a push factor for international activity and our results
confirm this relationship (confirming Hypothesis 1b). SMEs that have a registered trademark are more
internationalised. This is pertinent for SMEs that want to consider foreign markets as an alternative for
growth (Lu and Beamish, 2006) or as a particular tendency within the fashion industry (Macchion et al.,

2017).

Another important result in this paper is related with the differences we found between fashion related
SMEs performance and the use (or not) of social media. For both, if the firm has a corporate website
and/or if it is present in social networks, the mean of the firm performance is higher. This relationship is
also significant in our structural model. Hence, Hypothesis 2a could be also confirmed. Our study has
evidenced the actual phenomenon of social media for firms, and recent research about this topic supports
this fact (Paniagua and Sapena, 2014; Scuotto et al., 2017; Tiago and Verissimo, 2014). The incidence of
social media’s use in firm performance is still under-researched and managers can legitimately ask if it
would be profitable to invest in those resources. SMEs, with limited resources, could consider our results

as an indicator of the direct impact of some intangible resources on the future performance of a firm.

Finally, Hypothesis 2b posits that the use of social media positively influences the entry into international
markets. This is true for SMEs that have a corporate website, but our results do not confirm this
relationship if they only have a presence in social networks. One possible explanation of this result is
related to the complex use of social networks in the fashion industry. Communication and use of social

networks often imply a loss of control over the information or the message that is intended, given that
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these social networks are fuelled by a multitude of people expressing their opinions and preferences about
the company. Thus, it would be plausible that companies whose target market exceeds national
boundaries, find it more challenging to control their message and image, therefore they prefer not to
participate in social networks trying to manage the situation and avoiding problematic situations (Alarcén-
del-Amo et al., 2018). Furthermore, the additional contextualisation that is required for social media to
operate in each country, due to language and cultural prescriptions, amongst other things, may also offer
insight into why meaningful presence in different countries can be difficult to achieve for SMEs.
Consequently, we can conclude that only the SMEs which invest in social media, through a corporate

website, are more internationalised.

CONCLUSIONS AND MANAGERIAL IMPLICATIONS

In this paper we examined the influences within two important areas for SMEs: their performance and
their international activity. How a trademark and social media participation could affect companies varies
depending on what managers of fashion related SMEs want to prioritise. Hence, it could be useful for
managers to decide on what resources to invest, to register a trademark or to be present in social media,

subject to their firms’ purpose.

Based on our empirical evidence, the fashion SMEs could improve their performance through two
important marketing tools: registered trademark and social media. On the one hand, SMEs with a
registered trademark are more present in the international markets and it also implies higher performance.
On the other hand, there is not a significant relationship between SMEs with social media and a presence
in international markets. Nonetheless, an important tool for the performance of SMEs in the fashion
industry is social media. Therefore, SMEs who are focussing primarily on achieving a higher

performance, without expansion in international markets, should definitely consider developing social
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media strategies. Furthermore, Wallace, Buil and Catalan (2020) offers implications for managers of
luxury fashion brands looking to use social media, specifically Facebook, to improve the buying intent of

their brands or to increase brand idealization.

LIMITATIONS AND FUTURE RESEARCH

Despite our results, this paper has some limitations that suggest potential directions for future research.
One limitation is linked with the use of secondary data in our research. Although our database provided
important and useful data in this study, future research based on primary data could contribute to
complement the perceptions of SME managers about their performance and their internationalisation
process. It would enrich our final results and allow us to include relevant variables such us international
experience or social media investment. Furthermore, a consumer perspective could also be interesting and
facilitates the introduction of a new point of view. The second limitation is related with the static nature
of our data. It would be interesting to compile longitudinal data in order to go further with our statistical
study and try to capture some time effects in the fashion industry. Finally, as the database we have used
contains data relating to different industries, future research could try to replicate our analytical study in
other sectors. With this, we could establish if the influence of a trademark and social media on firm
performance and internationalisation was positive in different context and if the SMEs present the same

behaviour in other industries.
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Table 1. Difference in means between SMEs with trademark and without trademark

With trademark Without trademark Sig.
(p-value)?
N. firms (%) 324 67.6 -
PERFORMANCE
Log Profit (loss) before taxation (mean) 12.41 11.78 0.142
Log EBITDA (mean) 12.73 11.99 0.077
INTERNACIONALISATION
International activity (%) 57.5 28.9 0.008
2 Significance was calculated considering Levene's test.
Table I1. Difference in means between SMEs with and without social media (website)
. . . . Sig.
With website Without website
(p-value)*

N. firms (%) 52.9 47.1 -

PERFORMANCE

Log profit (loss) before taxation (mean) 12.44 11.46 0.036

Log EBITDA (mean) 12.89 11.47 0.002

INTERNATIONALISATION

International activity (%) 50 25 0.009

a Significance was calculated considering Levene's test.

Table III. Difference in means between SMEs with and without social media (social networks)

With social Without social Sig.
networks networks (p-value)?

N. firms (%) 47.1 52.9 -
PERFORMANCE
Log profit (loss) before taxation (mean) 12.62 11.55 0.021
Log EBITDA (mean) 13.06 11.61 0.001
INTERNATIONALISATION
International activity (%) 39.6 37 0.794

aSignificance was calculated considering Levene's test.
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Table IV. Results summary for measurement model.

Variable Indicator Loadings 2. Composite Reliability AVE

Trademark NT 0.832 0.843 0,729
DT 0.875

Social Media CwW 0.935 0.903 824
SN 0.880

International Activity IA 1 1 1

Firm Performance PBT 0.912 0.932 0.872
EBI 0.956

Firm Size FS 1 1 1

Firm Age FA 1 1 1

Table V. Discriminant validity (Fornell-Larcker)

NT = number of active trademark; DT= if firm has a registered trademark; CW=if firm has a corporate website; SN= if firm has presence in social networks;
TA=International Activity; EBI=EBITDA; PBT=Profit before taxation; FS=number of employees; FA=years since firm’s foundation.

FA FS 1A P SM T
Firm Age (FA) 1.000
Firm Size (FS) 0.190 | 1.000
International Activity (IA) | 0.363 | 0.253 | 1.000
Firm Performance (P) -0.079 [ 0.228 | 0.317 | 0.934
Social Media (SM) 0.065 | 0.223 1 0.174 | 0.328 | 0.907
Trademark (T) 0.138 | 0.139 ] 0.323 | 0.131 | 0.163 | 0.854
Table VI. Total, direct and indirect effects
Total effect Direct effect Indirect effect (mediation)
Coeficient | t-value | Coeficient | t-value IC 95%*
T2I1A 0.302%** | 3.595 Bajo | Alto
T>P 0.0987 1.267 | -0.001» | 0.012
SM->IA 0.124ns 1.163
SM-> P 0.298*** | 2,993 | 0.257** | 2.621
IA>P 0.326*%** | 3.455
FS>P 0.134* 1.753
FA->P -0.239** | 2,551
T2>IA> P 0.099** | 0.041 | 0.180
SM—>IA->P 0.041™ | -0.016 | 0.111

Tp <0.1; *p <0.05; **p <0.01; ***p <0.001. » Not significant.

30

Trademark=T; Social Media=SM; International Activity=IA; Firm Performance=P; Firm Size=FS; Firm Age=FA.
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Figure 1. Structural model
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