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Objective: This study aims to examine the impact of brand-oriented strategies on
the financial performance of small and medium-sized enterprises (SMESs) in
Khorasan Razavi Province.

Methodology: This research adopts a descriptive-analytical approach, with the
statistical population consisting of SME managers in the city of Mashhad. Data
were collected using a structured questionnaire and analyzed through structural
equation modeling (SEM). Instrument validity and reliability were confirmed
using Cronbach’s alpha, composite reliability (CR), and both convergent and
discriminant validity assessments.

Findings: Path analysis results demonstrated that brand orientation has a
significant positive effect on both internal branding and brand communication.
Furthermore, brand communication significantly influences internal branding and
brand awareness. Internal branding and brand awareness positively affect brand
credibility, which in turn has a strong and significant effect on financial
performance. The overall model exhibited a strong goodness-of-fit (GOF =
0.498), indicating a robust structural relationship among variables.

Conclusion: The findings indicate that brand-oriented strategies, particularly
through their influence on core components such as brand orientation, brand
communication, internal branding, and brand credibility, significantly enhance
financial performance in SMEs. Thus, investing in branding as an intangible asset
can be instrumental in fostering growth and profitability among small and
medium enterprises.

Keywords: Brand-oriented strategies, Financial performance, Brand orientation,
Internal branding, Brand awareness, Brand credibility, SMEs.
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EXTENDED ABSTRACT
Introduction

In the dynamic and competitive landscape of today’s global markets, branding has emerged as a
crucial strategic asset that extends far beyond a mere logo or slogan. For small and medium-sized
enterprises (SMEs), particularly in developing economies, establishing a strong brand identity is essential
for sustaining competitive advantage and enhancing financial performance. In environments marked by
resource constraints and limited market reach, brand-oriented strategies serve as an effective means to
differentiate, build trust, and foster customer loyalty. The significance of branding lies in its power to
embed a unique set of values and experiences into the minds of consumers, thereby transforming
intangible associations into measurable financial outcomes (Da Silveira & Simoes, 2016). Scholars argue
that effective brand orientation enables firms to align all organizational processes and decisions with
branding principles, which contributes directly to improved performance metrics (Anees-ur-Rehman et al.,
2016).

Brand orientation is defined as a firm’s strategic focus on building, developing, and protecting
brand identity in a consistent interaction with target customers. It represents a holistic organizational
philosophy where every function is guided by brand values and market-driven imperatives (Anees-ur-
Rehman et al., 2018). Recent research has illustrated how brand-oriented strategies significantly affect
internal branding, brand communication, and overall brand credibility, all of which are linked to financial
outcomes in SMEs (Jiang et al., 2018). Moreover, internal branding—employees’ awareness of and
commitment to brand values—serves as a mediator that connects brand orientation to external perceptions,
thereby strengthening credibility and trust among customers (Feyz et al., 2015). Similarly, consistent and
strategically aligned brand communication ensures the transmission of a cohesive brand message that
enhances awareness and recognition (Bakshi Zadeh et al., 2016).

In SMEs, where formal structures may be lacking and resource scarcity is common, branding is
not merely a marketing concern but a strategic imperative (Lagat & Frankwick, 2017). These firms are
increasingly adopting branding strategies to overcome structural disadvantages and respond to the
evolving needs of digital consumers (Gala & Mueller, 2022). Branding offers an avenue to cultivate
emotional connections and distinct brand experiences that resonate with customers in ways that traditional
marketing approaches cannot (Ding & Tseng, 2015). Furthermore, in the context of emerging markets where
customer expectations and competitive dynamics are rapidly evolving, the role of brand credibility in
minimizing perceived risk and enhancing purchase intention becomes even more pronounced (Liu et al.,
2020).

There is growing consensus that credibility, awareness, and internal coherence of the brand
collectively influence brand equity and financial performance (Zhang, 2023). Nevertheless, few empirical
studies have explored these constructs in an integrated model, particularly within the context of Iranian
SMEs. Moreover, given the strategic importance of branding in regions with limited institutional support
and volatile market conditions, there is a pressing need to investigate the pathways through which brand-
oriented strategies impact financial outcomes. This study, therefore, seeks to examine the structural
relationships among brand orientation, internal branding, brand communication, brand awareness, brand
credibility, and financial performance in small and medium-sized enterprises in Khorasan Razavi
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province. The findings aim to fill a critical research gap and provide a locally grounded yet globally
relevant model for branding and performance management.

Methodology

This study employed a quantitative research design and used structural equation modeling (SEM)
to test the hypothesized relationships among the variables. The target population included managers of
SMEs operating in Khorasan Razavi province. Data were collected through a structured questionnaire
consisting of 24 items related to brand orientation, internal branding, brand communication, brand
awareness, brand credibility, and financial performance. The sampling procedure was guided by SEM
sample size recommendations, and the final valid sample included a statistically adequate number of
responses for model estimation. Instrument reliability was assessed using Cronbach’s alpha and composite
reliability (CR), while construct validity was evaluated through average variance extracted (AVE),
convergent validity, and discriminant validity (Fornell-Larcker criterion). Model fit was assessed using
the Goodness of Fit (GOF) index.

Findings

The structural model analysis revealed that brand orientation has a significant and positive impact
on both internal branding (path coefficient = 0.583, t = 2.301) and brand communication (path coefficient
= 0.562, t = 10.925). Furthermore, brand communication positively influenced internal branding (path
coefficient = 0.168, t = 2.783) and brand awareness (path coefficient = 0.284, t = 12.357). Internal
branding was found to significantly affect brand credibility (path coefficient = 0.273, t = 3.492), while
brand awareness also showed a positive influence on brand credibility (path coefficient = 0.375, t = 2.541).
Ultimately, brand credibility demonstrated a strong and statistically significant impact on financial
performance (path coefficient = 0.696, t = 6.231). All hypothesized relationships were supported at the
95% confidence level.

The model exhibited strong psychometric properties, with Cronbach’s alpha values exceeding 0.8
for all constructs, indicating high reliability. Composite reliability values ranged from 0.899 to 0.959, and
AVE scores were above the 0.5 threshold, confirming convergent validity. The Fornell-Larcker matrix
showed that the square root of AVE for each construct was greater than the inter-construct correlations,
confirming discriminant validity. The GOF index was calculated at 0.498, suggesting a high level of model
fit.

Discussion and Conclusion

The findings of this study reinforce the strategic importance of adopting brand-oriented strategies
in SMEs. The positive impact of brand orientation on internal branding and communication highlights the
need for SMEs to embed brand values within their organizational culture. This internal alignment ensures
that employees understand, internalize, and consistently reflect the brand identity in their interactions,
thereby enhancing brand credibility and external perceptions. The results are consistent with previous
studies indicating that brand-oriented firms are more likely to achieve superior brand outcomes and
financial results due to their strategic coherence and brand-driven decision-making (Anees-ur-Rehman et
al., 2018).
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The role of internal branding as a key mediator underscores the necessity of employee engagement
and cultural alignment in brand building. As observed in prior research, employees serve as brand
ambassadors, and their alignment with brand values significantly contributes to customer trust and brand
credibility (Feyz et al., 2015). Moreover, the results validate the assertion that effective brand
communication enhances brand awareness and subsequently influences brand credibility, especially in
markets characterized by low brand familiarity and high perceived risk (Jiang et al., 2018). The emphasis
on brand awareness as a precursor to credibility aligns with empirical findings that highlight the role of
brand recognition in shaping consumer expectations and behaviors (Bakshi Zadeh et al., 2016).

Importantly, the final linkage between brand credibility and financial performance confirms that
customers’ trust in the brand’s promises translates into tangible financial benefits for the firm. A credible
brand reduces information asymmetry, enhances customer retention, and allows for premium pricing, all
of which positively impact the bottom line (Zhang, 2023). This conclusion is supported by literature
suggesting that branding is not only a marketing function but a financial asset that contributes to the firm’s
valuation and profitability (Cacciolatti & Lee, 2016).

From a practical perspective, the findings advocate for SMEs to institutionalize branding as a core
strategic function rather than a peripheral marketing activity. Building strong internal branding practices,
investing in consistent brand communication, and cultivating credibility through reliable customer
experiences can yield significant returns, even for resource-constrained firms. The research also indicates
that brand orientation serves as a foundational driver of all other brand-building activities, necessitating a
top-down commitment from leadership. As such, this study contributes to the evolving discourse on brand
strategy by presenting an empirically tested, contextually grounded model that elucidates the pathways
through which brand-oriented strategies affect financial outcomes in SMEs.
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