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Abstract
In Malaysia the brand management studies among independent hoteliers whose operations are on a small scale
basis and are categorized as a small to medium-sized enterprises (SMEs) is in its infancy stage. Although
considerable literature has been published about brand management, many theories and cases are based only on
multinationals. This paper aims to examine the effectiveness of advertising in the management of hotel branding
among independent hoteliers, whereby the focus of the study is among the independent hoteliers in Langkawi.
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1. Introduction
Globally, the hotel groups are working hard to build strong brands for more sophisticated and demanding
customers, there is increasing pressure on small and medium-sized independent hotels to be able to continue to
perform well or even to survive. The former Malaysian Minister of Tourism, Datuk Dr Leo Michael Toyad (Dass,
2005) reiterated that Malaysia has lots to offer to the world, not just tourism but also business facilities, an
environment which is politically stable with a stable economy and strong infrastructure, facilities, transport
system, including ports and airports. But his statement was not enough to help hoteliers in Malaysia. Studies
have shown that owners of smaller independent firms highly value management autonomy (Beaver and Prince,
2004). Based on this assumption, hoteliers which are small and medium-sized enterprises (SMEs) most of the
time would like to remain active in the management of their property thus neglecting managing brand of their
own.
Reviewing the articles on SMEs, practically nothing has been published about “brand management in Malaysian
SME hotels”. Until now, it was the marketing function of SMEs that was heavily research. As a result of which
brand management received scarcely any attention.
2. Problem Statement
The uniqueness of hotels offered by SMEs operators is that, they offer personalization and unique lodging
experience geared towards the local culture. These offers will obviously benefits tourists to stay at such hotels
(Holverson & Revaz, 2006; Main, 2001). Other competitive advantage to owning and operating SME hotels,
according to Main, is the flexibility that this type of hotel could offer as compared to rigid standardized hotel
brands, which allows customization and therefore, the ability to attract niche markets.
Langkawi’s independent hotel industry is one of the promising industries in Malaysia, as such it is essential that
the key strategies be aligned to meet the economic agenda of Malaysia (Malaysian Ministry of Finance, 2005).
Among the competitive advantage that exists in langkawi’s independent hoteliers are its tangible and intangible
resources, which are scarce, inimitable and non-substitute resources that will allow SME hotels in Langkawi to
achieve its competitive advantage as compared to the multi-national hotels.
Unfortunately, Langkawi’s independent hotels, and especially SME hotels as a sector, suffer from inherent
weaknesses. Much of the problem was issues related to brand management which contributed to
misrepresentation in emerging market place. Nonetheless, Langkawi’s SME independent hoteliers are dominated
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by family businesses; there may be limited development due to non-economic motives, limited marketing, and
issues of quality assurance, pricing policies, cost control and a lack of financial resources (Holverson & Revaz,
2006; Morrison, 1998). As noted by Morrison, the problematic areas in concern are: under-utilized assets,
declining profit margins and higher sensitivity to occupancy and seasonal fluctuations than larger hotels. Buhalis
and Main identified the principle disadvantages of SME hotels as: “their lack of capital; deficient economies of
scale and under-utilized economies of scope; peripheral; insufficient management and marketing skills and
expertise; inadequate bargaining power within the distribution channel; and finally lack of representation in the
emerging electronic marketing place” (Buhalis & Main, 1997, p. 276).
Marketing is seen as a troublesome and problematic undertaking for Langkawi’s independent SME hoteliers. But
such problems do not appear without reasons. Hill’s (2001) study of key factors for effective marketing,
confirms that the SME’s vigorous sales orientation largely determines the character of their marketing. As a
result, promotion is pushed to sidelines and the building of a strong brand becomes even more difficult.
A study by Cohen and Stretch (1989) revealed that the most commonly cited problems from the owners of small
companies were marketing problems. This is similar to the findings by Kraft and Goodell (1989), who concluded
that of the problems most commonly cited by small business, 75 percent were marketing-related. Additionally,
Huang and Brown (1999) provided further confirmation with a study of 973 small businesses in Western
Australia where related to brand management issues.
3. Definition of SME
Definitions of SME hotels vary somewhat worldwide (Holverson & Revaz, 2006). According to the WTO a
SME hotel is a property with less than 50 rooms which employs less than ten persons and it is oftentimes
situated in peripheral locations (Main, 2001). Morrison (1988, p. 191) defines a small hotel as a business which
is:
“…financed by one individual or small group, directly managed by its owner(s) in a personalized manner and
not through the medium of a formalized management structure”.
3.1 Definition of SMEs in Malaysia
SMEs in Malaysia were defined for wider coverage and applicability. The definitions of SMEs were based on
two criteria, namely: 1) Number of employees; or 2) Annual sales turnover. Thus, an enterprise will be classified
as an SME if it meets either the specified number of employees or annual sales turnover definition. A small
enterprise in service is an enterprise with full-time employees of between 5 and 19 or with annual sales turnover
of between RM200, 000 and less than RM1million. Additionally, a medium enterprise in services is an enterprise
with full-time employees of between 20 and 50 or with annual sales turnover of between RM1 million and RM5
million (Bank Negara Malaysia, 2005).
4. Literature Review
Brand management is an area of increasing importance to marketers today, particularly as organizations attempts
to communicate the ever complex and intangible messages as part of brand management strategies (Davis, 2000;
Goodchild & Callow, 2001). One of the many interesting questions facing today’s brand managers concerns how
to develop a better understanding of the appropriate relationship between constructs such as brand equity and
customer loyalty, particularly in relation to the myriad of known antecedents to customer loyalty in the
marketing literature (Taylor et al., 2004). In this study we assess the relative importance of many of the known
antecedents to customer loyalty, including brand equity.
By having a strong brand, companies not only could facilitate the differentiation of their offer from the
competitors, with branding, SMEs company’s are able to create customer confidence and loyalty in their
performance, exert greater control over promotion and distribution of the brand, as well as commanding a
premium price over the competitors; all while impacting the valuation of the business (Holverson & Revaz, 2006;
Pass et al., 1995).
The added value that a brand name gives to a product is now commonly referred to as “brand equity” (Aaker,
1991). Brand name adds value to each of these interested parties which include the investors, manufacturers, and
the retailers. Brand equity provides a strong platform for introducing new products and insulates the brand
against competitive attacks. From the perspective of the trade, brand equity contributes to the overall image of
the retail outlet. It builds store traffic, ensures consistent volume, and reduces risk in allocating shelf space
(Cobb-Walgren et al., 1995). However, if the brand has no meaning to the consumer, automatically there
wouldn’t be of any value to the investors, the manufacturer, and the retailer unless there is value to consumer
(Farquhar, 1989; Crimmins, 1992).
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5. The Research Model
(Note 1)
5.1 Theory of Cognitive-Affective-Conative-Behavior
Pursuing the emergence of research on behavioral perspective in customer loyalty which started in the 1970s,
most researchers measured loyalty as a pattern of repeat purchase. The most relatable models for measurement of
customer loyalty are Oliver’s four-stage loyalty purchasing model (Oliver, 1997; Sawmong et al., 2004, p. 505).
Oliver’s (1997, p. 392) framework model is derived from cognitive-affect-conation pattern model and he
suggested that consumers can become loyal at each stage of the aforesaid model (cognitive loyalty-affective
loyalty-conative loyalty-action loyalty).
Evidently, as noted by Oliver (1997), the state of action loyalty has not been examined in the literature so far.
Most research only concentrates on the non-action “cognitive-affective-conative” underpinnings of loyalty.
Reason being, action loyalty is not easy to observe as well as to measure even though it is ideal to be measured.
Because of such difficulty, many researchers operationalized only at the conative stage or the behavioral
intention measure. Thus, the concept of Oliver’s four-stage loyalty purchasing model will be adopted whereby
the conative loyalty approach will be used as the basis to develop the study conceptual model.
5.2 Customer Loyalty and its Conceptualization
There is identification of a need for greater knowledge and understanding in relation to customer loyalty (Knox
& Walker, 2001). This results from ambiguity that subsists over the meaning and measurement of the construct
and the absence of academic literature in this area (Hart et al., 1999). Most analyses of loyalty have been from a
behavioral perspective, excluding attitudinal type data and focussed on a deterministic perspective using
stochastic models (Ehrenberg & Goodhardt, 2000: McMullan, 2005). A problem linked with this type of analysis
is that loyalty is about much more than just repeat purchase; someone who continues buying may be doing so out
of inertia, indifference or exit barriers rather than loyalty (Reichheld, 2003). Latest studies have focus on the
relationship between customer loyalty and quality, satisfaction (Martensen et al., 2000; McDougall & Levesque,
2000) probability (Hallowell, 1996) or lack of profitability (Reinartz & Kumar, 2000) and frequency
programmed effectiveness (Shoemaker & Lewis, 1999). Thus, despite all the attention in the general concept and
the universal confidence in the benefits of loyalty, development in measuring and clearly defining it have been
very limited (Knox & Walker, 2001).
5.3 Brand Equity and its Conceptualization
In an increasingly competitive marketplace, branding makes Mazola more than just a cooking oil and Toyota
more than just a car. In a market as changeable and competitive as a hotel industry, brand-awareness and
customer loyalty among consumers is vital to keep marketers strategies up-to-date. Little has been written about
the influence of advertising on Brand equity in an effort to gain customer loyalty in the independent hotel
business. Since the term “brand equity” emerged in the 1980s, there has been a burgeoning interest in the subject
among marketing academicians and practitioners. Cobb-Walgren et al., (1995) in their article states that, a 1991
survey of Marketing Science Institute members ranked brand equity the number one issue facing marketing
management (Aaker 1991). Researchers have focused primarily on defining and measuring the concept and, to a
lesser extent, understanding its causes and effects. There is a broad-based agreement that one of the major
contributors to brand equity is advertising (Aaker and Biel 1993). According to Prentice (1991) and Ryan (1991,
p. 19):
The consumer’s perception of brand value comes from many sources, but essentially it is based on ideas –
rational or emotional – that set the brand apart from competitive brands. What kind of marketing activities
implant these ideas about a brand’s uniqueness in the mind? ….Advertising is the most common.
Farquhar (1989) also suggests that advertising can make positive brand evaluations and attitudes readily
accessible in memory and it is crucial to the development of brand equity. This idea is supported by Herr and
Fazio (1992), where they found that favorable brand attitudes will only guide perceptions and behavior if those
attitudes can be instantly evoked.
To a layman, the terms “product” and “brand” are often used interchangeably. But a marketer and marketing
experts know the difference. Farquhar (1989, p.24) and Cobb-Walgren (1995, p.25) states that a product is
“something that offers a functional benefit”. A brand, on the other hand, is “a name, symbol, design, or mark that
enhances the value of a product beyond its functional value”. Aaker (1991) further explain that the added value
that a brand name gives to a product is now commonly referred to as “brand equity”.
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A better understanding of brand equity depends on credible measures of the construct (Faircloth et al., 2001, p.62,
63). Many authors have presented several measures of brand equity (e.g.,Farquhar & Ijiri, 1991; Kamakura &
Russess, 1993; Kapferer & Laurent, 1988; Park & Srinivasan, 1994; Simon & Sullivan, 1993), after reviewing
the above articles we conclude that the premium prices enjoyed by many brands have often been identified with
brand equity (Aaker, 1991; Farquhar, 1989). Holden (1992) maintains that brand equity arises from greater brand
choice probability by consumers and is reflected in willingness to pay premium prices. Other behavioral/choice
variables that might indicate brand equity are likelihood of purchase (Smith & Swinyard, 1983) and purchase
intentions (Machleit, Madden, & Allen, 1990). What is clear from the preceding and following discussions is
that brand equity is a multidimensional construct and any measurement attempts must recognize its different
dimensions.
Aaker (1991, 1996) indicates that the multidimensional concept in brand equity would consist of brand loyalty,
brand awareness, perceived quality, brand associations, and other proprietary brand assets. Aaker (1991, p.120)
further defined brand equity as:
…a set of brand assets and liabilities linked to a brand, its name and symbol that add to or subtract from the
value provided by a product or service to a firm and/or to that firm’s customers.
Similar dimensions were also identified by other researchers, whereby Shocker and Weitz (1988) propose brand
loyalty and brand associations as the dimension for brand equity, and Keller (1993) suggests brand knowledge,
comprising brand awareness and brand image as a component of brand equity. Taking into considerations of the
suggestions mentioned above, we identify perceived quality, brand loyalty, and brand awareness with strong
brand associations as common dimensions of brand equity. Indeed, brand names add value to different prospect,
which include the investors, the manufacturer, the retailer, or the consumer (Cobb-Walgren, 1995). But a brand
will only be of value to the investors, the manufacturer, and the retailer only if there is value to the consumer
(Cobb-Walgren, 1995; Crimmins , 1992; Farquhar, 1989).To further support the above views, Keller (1998, p.45)
argues that a brand possesses positive customer-based brand equity when customers react more favorably to a
(brand identified) product. Keller (1988) defines brand equity as:
…the differential effect that brand knowledge has on consumer response to the marketing of that brand.
Taylor et al., (2004) indicates that brand equity is unique from customer loyalty .Brands do possess negative
customer-based brand equity, through customers’ expression when consumers react less favorably to the
marketing activities associated with a brand (Keller, 1988; Taylor et al., 2004). In Keller’s view, one of the
characteristics of brands possessing strong brand equity is stronger brand loyalty. This view correspond with that
of Aaker (1991) who argued that brand loyalty could be considered both as a dimension and an outcome of brand
equity.
5.4 Concept of Advertising
In a study conducted by Cobb-Walgren et al., (1995) they found that advertising can influence brand equity a
number of ways. With advertising, it is able to create awareness of the brand and increase the probability that the
brand is included in the consumer’s evoked set. It can contribute to brand associations which, when stored in
accessible memory, translate into “non-conscious but reliable behavioral predisposition” (Krishnan &
Chakravarti, 1993, p. 214). Advertising can affect the perceived quality of a brand, and it can influence usage
experience (Cobb-Walgren et al., 1995).
Nelson (1974) demonstrated that heavy advertising can improve perceived quality for experience goods, which
by definition are difficult to evaluate prior to purchase. Advertising can make positive brand evaluations and
attitudes readily accessible in memory (Cobb-Walgren et al., 1995, p. 28; Farquhar, 1989). This is crucial to the
development of brand equity, where Herr and Fazio (1992) found in their study that favorable brand attitudes
will shape the perceptions and behavior of a consumer if those attitudes can be instantly enhance. These
perceptions, in turn, contribute to the meaning or value that the brand adds to the consumer – i.e., brand equity
(Cobb-Walgren et al., 1995). Brand equity will then influences consumer preferences and purchase intentions,
and ultimately brand choice.
5.5 The Mediating Role of Advertising
It is quite common to regard advertising as a major factor in leveraging brand equity (Achenbaum, 1989;
Lindsay, 1990). It is worth noting that consumers are not passive recipients of image-laden advertising. Joyce
(1991) suggests that “people took away from communications, including advertising, what they chose to, and
indeed brought existing preconceptions to them” (p. 269). In reality, brand values are subjective, a point stressed
by McDonald (1992) who suggests that “it is consumers and their habit-forming tendencies that create branding;
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branding is inseparable from the ability to choose. What advertising does is to help control the acquisition of
value, and give it direction” (p. 114).
Advertising can influence brand equity a number of ways. It can create awareness of the brand and increase the
probability that the brand is included in the consumer’s evoked set. It can contribute to brand associations which,
when stored in accessible memory, translate into “non-conscious but reliable behavioral predispositions”
(Krishnan & Chakravarti, 1993, p. 214). Advertising can affect the perceived quality of a brand, and it can
influence usage experience. No published studies to date have examined all of the components of brand equity as
they relate to advertising. Johnson (1984) looked at the relationship between advertising spending and brand
loyalty. For those brands that suffered a decline in brand loyalty over time, one of the major contributing factors
was a lack of advertising support.
Therefore it is very important for company’s brand to develop a well-communicated strategy that would help
them gain a better brand’s position and protecting them from other rivals or competitors. Thus, this paper
proposed the role of advertising as the moderator on the relationship between brand equity dimension and
customer loyalty in Langkawi (SMEs) independent hoteliers context.
On the basis of the above literature, we propose that:H1: There is a positive relationship between brand equity and customer loyalty.
H2: There is a positive relationship between brand equity and advertising appeal.
H3: There is a positive relationship between advertising appeal and customer loyalty.
H4: Advertising mediates the relationship between brand equity and customer loyalty.
6. Suggestions for Future Research
A related issue concerning the content of advertising whereby the nature and quality of advertising content play a
role in the perceptual components of brand equity and may influence behavioral manifestations. Other variables
besides advertising could also account for the differences in brand equity scores. Sales promotion tools such as
coupons and price discounts should also be taken into considerations as it was also previously found to have an
impact on advertising. Recent trend in advertising, where high financial and functional rise company in Malaysia
have been using advertising as a medium to fulfill their social responsibility, thus indirectly enhance their brand
equity among the general public
The entrepreneur plays a key role in the SME and exerts considerable influence on the structure and culture of a
company. The value of this study lies in the fact that it places the role of brand management firmly in an SME
context. Future research should also look into the influence of the entrepreneur, not just as the personification of
the brand, but also as the individual who shapes the company structure. In addition, a study of the success of an
SME, in the light of the role that brand management played within it, might well offer increased insight into the
problems faced by all SMEs in managing brand.
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Note
Note 1. Figure 1 the proposed research model.

Advertising
(Belch and Belch, 2001)
Brand equity
- Brand Loyalty
- Perceived Quality/Leadership
- Brand Associates/Differentiation
- Brand Awareness
(Aaker, 1996)

H2

H1

Figure 1. The proposed research model
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H3
Customer Loyalty
- Behavioral loyalty.
- Attitudinal loyalty
(Taylor et al., 2004)

