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Abstract: Consumer behavior differs from country to country, which may implicitly influence the
financial performance of e-commerce companies. The paper’s objective is to study the characteristics
of the companies from the Romanian e-commerce market for sustainable competitiveness. The
empirical analysis was a quantitative and qualitative one. For the qualitative analysis of the studied
sample, variables that represent the specific characteristics of companies were taken into account,
the most relevant of which will be included as control variables in econometric models. Research
results highlight that the recognized companies registered lower values of financial performance, they
influence each other and for the company to improve the customer relationship, they have to invest in
brand consolidation. The practical implications can be for managers to focus on companies’ branding,
improving customer relations, disclosing more information about the company, the products they
sell online, and sustainability actions to have sustainable competitiveness.

Keywords: e-commerce; market share; growth; financial performance; sustainable competitiveness

1. Introduction

According to Eurostat data [1], in 2019, the penetration rate of e-commerce in European
Union countries was on average more than 60%, the highest rate was recorded by the Nordic
countries of about 80%, and the lowest was in Bulgaria (22%) and Romania (23%). Although,
the internet has a penetration rate of 73.8% in Romania, above the world average, below
the average of 85.2% of European Union countries, the penetration rate of e-commerce
has been low. Regarding the share of e-commerce in a country’s GDP, the situation is
different. The highest was in the United Kingdom at almost 8% and the lowest of less than
2%, in several European countries, Romania having a share of 2.4% GDP, which denotes a
different behavior of consumers from one country to another [2].

Online commerce facilitates the purchase of goods from abroad, so that, on average
44% of EU citizens bought goods from abroad, generally from neighboring countries.
The share of those who bought goods from sellers in the origin’s country was 86%, with
maximum values of 95% in the Netherlands, and lower in Latvia (65%) and Croatia (67%).
In Romania, the share of local products was high, at 93% [2].

These differences between countries show a distinct consumer behavior from one
country to another, which can implicitly influence the financial performance of e-commerce
companies. To strengthen its position on the market, building a favorable image of the
company by using branding as a long-term investment can contribute to the return on share-
holder investment. E-commerce reveals opportunities to accelerate consumer knowledge
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about brands engaged with the sustainable competition due to stakeholder expectations,
compared to classic commerce, traditionally focused on competitiveness or sustainability.

In the last three decades, much research has addressed different aspects of brand
equity, outlining two points of view: financial and perceptual [3]. The topic of brand equity
has been widely debated in definitions, models, and the identification of indicators for
measuring them by various methods. Brand equity is defined as a success factor that
differentiates each company in its relationship with its competitors in the market. The
similarity between the economic significance of brand equity and the customer-based
brand equity (CBBE) significance is that both come from a marketing decision context [4].
The CBBE concept was developed by Aaker [5,6] and Keller [7,8], who stated that CBBE has
several components based on customer perception of companies, which generate consumer
behavior as a result of branding.

In general, brands with high levels of equity are associated with outstanding per-
formance, such as high market shares and successful expansion into new businesses,
competitive cost structures and high profitability, which contribute to the competitive ad-
vantage of companies [8]. Creating a recognized brand has benefits for both the company
and consumers. The main benefit is that it increases consumer confidence and reduces
their risk regarding the products purchased. From the company’s point of view, branding
should contribute to higher profit margins, increase the company’s value, increase stock
market shares and improve financial performance. Previous research [3,8] has focused
more on companies with recognized brands and less on local brands. This fact draws our
attention to the gap in previous studies, so the purpose of this study is to fill the gap, to
highlight whether branding can lead to better financial performance.

Given the importance of this topic, the paper’s objective is to study the characteristics
of companies from the Romanian e-commerce market for sustainable competitiveness in
terms of brand consolidation. We decided to focus our research on Romanian companies
because the internet has had a higher penetration rate in the last years. According to
Eurostat [9], only 23% of Romania’s population made online purchases in 2019, which
shows that Romanian e-commerce has significant growth potential.

The methodology applied for the empirical analysis consists of a panel data economet-
ric models using two-stage least squares (2SLS) regression and instrumental variables (IV)
to estimate the correlations between the following indicators: recognize brand (RB), age
of the company (A), number of employees (E), growth rate of revenue (GR), e-commerce
categories (EC), physical stores (S), information about company on website (I), RO brand
(B), market share (MS), return on equity (ROE), return on assets (ROA) and net profit
margin (NPM).

The originality of the research consists of a comprehensive study of Romanian compa-
nies” brand and financial performance in the e-commerce market. Secondly, the variables
included in the econometric model were selected to reproduce the characteristics of the
analyzed companies as accurately as possible. The study will contribute to the literature by
analyzing companies’ characteristics of the Romanian e-commerce market for sustainable
competitiveness, especially for small companies with exclusive online commerce activity.

The remaining paper is structured as follows: a review of the specialized literature is
made in the second section, followed by the explication of the methods and methodology
applied, the results obtained, and a discussion. The last section includes the conclusions,
limitations, and future research directions.

2. Literature Review

Companies operating in e-commerce have marketing approaches in which communi-
cation is based on words, used in the form of a communication vector, and which are based
on a simple principle, derived from Wittgenstein’s philosophy, expressed in the famous
Tractatus Logico-Philosophicus, in which he emphasized that everything that can be said in
words can be said in short [10,11]. It is the essential principle that has been taken over
by those working in the field of transmitting the message of promoting an organization,
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applied in the form of marketing message or company image, included in the branding
concept to generate consumer confidence and build a strong reputation in the competitive
market. As a philosopher of language, Wittgenstein expressly referred to the relationship
between seller and buyer by the remaining rhetorical question, noting that, “Someone
divides human beings into buyers and sellers, and forgets that buyers are sellers as well. If
I remind him of this, is his grammar changed?” [12].

The image and the word expressed in a promotional message, are the main elements
that can attract consumers to buy or learn about a particular market, and the online environ-
ment is largely oriented towards this form of promoting and supporting a business. Some
authors liken this approach to a form of communication of a mystical nature, becoming a
religion of communication, in which the product is the one that attracts the consumer, like
the church that attracts a particular type of person [13]. One of the initiators of language
pragmatics is Austin, who is concerned with identifying forms of language application in a
form as applied as possible. One of his works entitled How to Do Things with Words [11,14],
may be an excellent support to those who work on forming the image and message of
promoting a business or product.

Of course, to influence the consumer’s behavior, the product supplier needs to gain
his trust and to build a reputation that supports it. In this sense we consider it essential
that the promotional message considers the need to present the product as accurate as
possible, by including conditions of sincerity, as they were developed by the American
philosopher Searle [11,15], who continues the investigation into the philosophy begun by
Austin. This aspect can be found on most electronic platforms, including review sections
on their product and service, including critical ones. To present the opinions of consumers
who use this type of trade as accurately as possible, there is a presentation and identification
section of the company that owns the online store is necessary. This fact contributes to
strengthening consumer confidence in using the services offered by the developed platform,
specific to this type of trade.

The reputation thus gained can be strengthened by using the concept of relational
marketing, in which a satisfied consumer will make direct or indirect recommendations on
his experience, and the first beneficiaries of this experience are the people he interacts with,
either in the family or in social media in which it is connected. In the same context, the
relational approach can be taken over by the company holding the e-commerce platform,
which becomes concerned with applying relational design elements, [16] derived from the
ontological approach of the concept, being studied in the context of technology introduction
and globalization.

Popa et al. [17] analyzed the effect of e-business on the performance of financial firms
in the specific context of small and medium-sized manufacturing enterprises (SMEs) in
Spain, and the results showed that e-business had a direct effect on financial performance
and was positively associated with organizational innovation.

From the Flash Eurobarometer 439 Survey in 2017 on 863 companies, Sakovié-Jovanovié
et al. [18] found that the effect of e-commerce on enterprise performance is not direct and
needs to be examined using several mediating factors. The results showed that, the rela-
tionship between e-commerce and sales performance is generally negative, but the benefits
of e-commerce to increase sales were more evident when companies used commercial sites
and online marketplaces.

The e-commerce sector links digitalization to transition to a more sustainable economy.
The growth of e-commerce should be seen as an opportunity to move from a classic retail
trade to a more sustainable one as well as an opportunity to use digitalization for this
purpose. Investigating the effect of e-commerce on the performance of small and medium-
sized enterprises (SMEs) based on a questionnaire addressed to SMEs managers in Iran,
Sedighi and Sirang [19] showed that the use of e-commerce was statistically significant for
variables such as financial performance, internal process, customers, growth and learning.

The impact of using online marketing tools on a company’s performance was exam-
ined by Orzan et al. [20], based on a questionnaire addressed to Romanian companies in
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the textile industry (production, distribution, or retail) and found that online marketing
had a positive impact on organizational performance.

The best-known authors who have published research on the concept of brand equity
are Aaker and Keller, who have published individual and joint papers. From their point of
view, the brand is considered an intangible asset that must be measured, for which they
have proposed several indicators.

Aaker’s [5] brand equity model contains five elements: brand loyalty, brand awareness,
brand quality, brand association, and brand assets. He considered that brand awareness
is an essential element of brand equity, defined as “the ability of the potential buyer to
recognize and recall that a brand is a member of a certain product category”.

According to Keller’s [7] conception, the components of brand equity are salience,
performance, imagery, judgments, feelings, and resonance. Keller considered that brand
equity could be likened to a pyramid built on four levels, based on salience and reaches
the top of resonance, to create a harmonious relationship between brand and customer.

Brand equity can be evaluated from many perspectives. Christodoulides and Cher-
natony [21] reviewed the literature on conceptualizing and measuring consumer-based
brand equity, grouping them into direct and indirect methods. Farjam and Hongyi [22]
reviewed over 60 brand equity studies, chronologically analyzing the evolution of the
literature on the concept of brand equity from the views expressed by Aaker and Keller
to the definition given by Clow and Baack [23]. They considered that the brand’s equity
is a set of features that make it a unique brand in the market, allowing the company to
charge a higher price and maintain a higher market share than would be possible with an
unbranded product brand. The study’s conclusion by Farjam and Hongyi [22] consisted
of the fact that brand equity was discussed from three different perspectives: financial,
customer and employee.

Investigating 200 top UK marketers and CFOs on measures to increase the return on
investment of marketing, Ambler [24] found that “awareness” and “market share” were
the most widely used measures by respondees, while “loyalty/retention” and “relatively
perceived quality” were the most appreciated.

Brand equity is different from brand value because it is not an exclusively financial
measure but a way to calculate the reputable asset that a successful business builds psy-
chologically in the customers’ mind. Kovachevski et al. [25] conducted a comparative
analysis of the top 10 globally ranked brands in 2018 based on four different brand value
methodologies in published reports of research organizations in the field (BrandZ, Inter-
brand, Brand Finance Global and Forbes). The results showed that they were concentrated
in the United States, and in the first place were companies in technology and electronic
commerce. On the other hand, Chinese brands had the most significance increases in brand
value compared to the previous year.

Christodoulides et al. [26] concluded that the unique characteristics of the Internet
make consumers co-creators of brand value which is an essential source of online compet-
itive advantage. Thus, they found that the brand equity of online retail and service was
correlated with the emotional connection, the online experience, the receptive service, trust,
and fulfillment.

Several studies have tested the links between brand equity and its components and firm
value, failing to provide a direction with similar results [27-31]. Thus Johansson et al. [29]
found that the intensity of the relationship between brand equity and financial performance
differs depending on the measure applied and how each capture equity.

Choi et al. [32] examined the factors that lead to the sustainable performance of e-
commerce enterprises in Vietnam, namely whether the quality characteristics of e-services
positively influence on customer loyalty, which is one of the sustainable success factors of
e-commerce to promote electronic trust as a vital element.

The relationship between CBBE and market share by different brand types (global ver-
sus local) across different groups of countries (developed versus emerging) was examined
by Zarantonello et al. [33], based on a survey of consumer goods from 29 countries. The
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study results showed that the relationship between CBBE components and market share
was stronger for local brands than global ones, and in emerging countries, the relationship
between each CBBE component and market share was stronger for global brands than
local ones.

Analyzing the relationship of financial variables and brand equity to provide a helpful
perspective on management, Smith et al. [34] found a significant positive correlation be-
tween brand equity and gross profit, advertising expenses, and research and development
expenses. Isberg and Pitta [35] described a method of quantitative valuation of brand
equity using financial analysis techniques focused on return on equity (ROE) and return
on assets (ROA) on Safeway Company (an American supermarket) and concluded that the
most effective strategy is to develop the brand by concentrating on consumer preferences.

Examining the relationship between brand equity and financial performance based
on a questionnaire applied to 550 customers of 28 banks operating in Ghana as of June
2015, Narteh [31] found that the quality of services, brand association, brand loyalty, and
brand relevance have positively and significantly influenced the financial performance of
retail banks. While Schmitz and Roman [36] showed that the brand’s equity is associated
with financial performance even in companies that are not listed and do not have globally
recognized brands, through the association between brands and performance based on
financial accounting indicators.

Wang and Sengupta [37] investigated the links between stakeholder relations, brand
equity, and firm performance on a sample of 81 multinational companies in the period
2005-2008. The results indicated that brand equity mediates the link between stakeholder
relationships and firm performance.

The ultimate goal of marketing business strategies is to create a long-term relationship
with customers. A vital marketing strategy of e-commerce companies is the designing of
websites to effectively develop and improve relationships with customers [38]. The evolu-
tion of technologies requires companies to have more up-to-date strategies to understand
customers, involve them in collaboration through different media channels, create value for
brand recognition [39] and retain the customers [40]. Other previous studies have analyzed
the digitization and e-commerce of SMEs [41,42] in different sectors [43] and territories [44].

For an e-commerce company to create a sustainable competitive advantage, its brand
must be well differentiated from that of other competing companies [45], which involves
adopting strategies for development in terms of sustainable competitiveness [46]. Con-
sumer loyalty could be one of the main factors in strengthening market competitiveness
and strengthening the sustainable competitive advantage [47]. Other determinants of
online shopping behavior that could have an impact on the strategic management process
in the competitiveness of e-commerce can be website design, the intensity of interactive
communication with the customer and the credibility of the e-store [48].

As the business grows, e-commerce can contribute to sustainability, through which
companies will not only make economic gains, but will also contribute to environmental
and social issues [49]. Thus, the promotion of ethical behavior belongs to the organizational
philosophy of each company [50].

According to Cheba et al. [51], sustainable competitiveness has two main components:
“sustainable competitive capacity and sustainable competitive position”. These compo-
nents are measured by indicators calculated at a national level and reveal the level of
development. Their study concluded that Romania had improved the level of sustainable
competitiveness in the last years, having previously ranked lower in their capability to
compete sustainably in the field of the environment [52].

3. Materials and Methods

To achieve the proposed objective, to study the characteristics of the companies from
the Romanian e-commerce market, we selected the relevant non-financial and financial
indicators based on the availability of data and the literature. The empirical research was
quantitative and qualitative. For the qualitative analysis of the studied sample, variables
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that represent the specific characteristics of companies were taken into account, the most
relevant of which will be included as control variables in econometric models. The quanti-
tative analysis consisted of a panel data econometric model using a two-stage least squares
(2SLS) regression.

For the non-financial indicators, the selected variables are: recognized brand (RB),
age of the company (A), the number of employees (E), growth rate of revenue (GR), e-
commerce categories (EC), physical stores (S), information about company on website (I),
RO brand (B) and market share (MS). The indicator recognized brand was taken from
the Statista database, and it is a dummy variable with the value 1 if the companies are
included on ranking and value 0 if the companies are not included. This database contains
all relevant online stores in a country, ranked based on sales and brand awareness. Thus,
we considered that the inclusion of companies in this database was more relevant than the
results obtained based on questionnaires conducted on a sample of respondents.

The financial indicators, from the previous research [53-55] concluded that the most
used indicators are the ones that express the financial performance: return on equity (ROE),
return on assets (ROA), and net profit margin (NPM).

Keller [8] considered that companies whose brands have generated a high level of
customer awareness increased financial results. Managers evaluate through indicated
marketing strategies such as the rate of revenue growth [35], market share, profitability,
and brand value. From the previous research, market share was a utilized indicator in
brand evaluation [8,25] therefore, we analyzed it in our empirical research.

The description of the analyzed indicators is presented in Table 1.

Table 1. Description of the variables

Variables Code Description Source
Dependent variables
Return on equity ROE Net income/shareholders equity Financial statements 2019
Return on assets ROA Net income/assets Financial statements 2019
Net profit margin NPM Net income/revenue Financial statements 2019
Endogenous variable
1—If the company is included on ranking from
Recognize brand RB ecommercedb.com Statista ecommerceDB.com
8 0—If the company is not included on ranking from (accessed on 10 February 2021)
ecommercedb.com
Independent variables
Company age A No of years of function Financial statements 2019
Employees E Ln of average number of employees Financial statements 2019
Instrumental variables
Growth rate of revenue GR Growth rate of revenue 2019/2018 Financial statements 2019
E-commerce categories EC 1 to 5 according to the methodology Statista ecommerceDB.com
Physical stores S (1):;?3 Website of companies
Information about company on website I (1):\1@3 Website of companies
1—Romanian . .
RO brand B 0—Other Website of companies
Market share MS Market share of online commerce of company in 2019 ~ Own computation from websites
Company Characteristics
Development region R 1 to 8 according to the NUTS of Romania Financial statements 2019
Activity field AC NACE codes Financial statements 2019

Source: Authors’ own work.

Launching an online store does not always lead to better financial performance, as
there is high competition in the e-commerce market [56]. Given that it takes a while for
the online store to be known, we chose the age variable to be tested in the proposed
model [36,57,58]. Additionally, the number of employees shows the company’s size, and
they are essential resources for the success of the company’s brand [22,59].
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For the construction of the variable information about the company on the site, three
elements were considered: if the company publishes the information regarding its legal
status, if it has carried out sustainability actions and if it sells “green” products. If at least
two elements were identified, the score was 1, otherwise 0.

The data were collected from Statista ecommercedb.com and the financial reports
published on datagov.ro. In Romania in 2019, approximately 25,000 companies were reg-
istered with trade activity, of which 80% were active. Of these, 37% were active in the
retail sector. Of the retail companies, only 2% had the main activity of online commerce.
All the others traded in physical stores as their primary activity, but they also had online
stores. In Romania there is no obligation for companies to report the revenues obtained
by activities separately. All current public information is only estimated by official insti-
tutions and national and international organizations that monitor specific areas, such as
online commerce.

The studied sample consisted of companies with online commerce activity, on websites
addressed to Romanian clients, based in Romania with revenues of more than EUR 1 million
in 2019 and with at least two years of experience. For the sample to be representative, we
selected the companies according to the turnover, the number of employees, seniority, and
the declared trade activity so that all companies had a high probability of being included
in the sample.

The companies were divided into two groups depending on the degree of brand
recognition of the online store. The first group (group 1) consisted of companies with a
recognized brand on the Romanian market, included in “Top 100 Online Stores in Romania
by Revenue” by Statista ecommercedb.com. The second group (group 2) consisted of
companies that were not included in the list mentioned above and had declared their main
activity NACE code 4791—retail sale via mail order houses or via the Internet. Initially,
73 companies were identified in the first group, and 146 were identified in the second
group. After the preliminary analysis of the indicators, the companies that registered
losses were eliminated so that the final sample included 65 companies in group 1 and
119 companies in group 2, so a total of 184 companies were included in the final sample.
Companies with losses were eliminated because the loss distorts profitability ratios; some
companies also had negative equity, which led mathematically to positive ROE (which is a
significant distortion).

According to the Statista ecommercedb.com methodology [60], the revenues obtained
by online stores are grouped into five categories: (1) electronics and media (EM), (2) fashion
(F), (3) food and personal care (FPC), (4) furniture and appliances (FA), (5) toys, hobbies,
and DIY (THD).

Previous research investigated the hypothesis that firms that invest in brand recogni-
tion will benefit from better performance [36,57,58]. Because the financial indicators and
brand recognition influence each other, we have endogenous variables that could lead to
inconclusive and inconsistent relationship findings [61-63]. In this case a proper method-
ology is recommended using the instrumental variables (IV) to counter the endogeneity
issues. Previous research has found that instrumental variables are difficult to define in
terms of strength and validity [64], but we identified several relevant IV for our objective.

Using a two-stage least squares (2SLS) regression, we tested three models in which
the dependent variables (Y) were: return on equity (ROE), return on Assets (ROA) and net
profit margin (NPM). For all models, the independent variables were age of the company
(A) and number of employees (E); the endogenous variable was recognize brand (RB) and
the instrumental variables were growth rate of revenue (GR), e-commerce categories (C),
physical stores (S), information about company on website (I), RO brand (B) and market
share (MS).

The analyzed models have the following form:

Yi = o + B1A; + PoEi + B3RB; + ¢

RB; = o + B1GR; + B2EC; + B3Si+ Bali + BsB; + BeMS; + ¢;
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To validate the econometric model, we first performed an OLS regression and an
ANOVA test. Afterwards we used the Doornik-Hansen test to check for multivariate
normality and the Lawley test to check for symmetric correlations between variables. The
multicollinearity was tested using variance inflation factor (VIF) and the endogeneity with
Durbin-Wu-Hausman test. A two-stage least squares (2S5LS) regression was chosen due to
the endogeneity of the variables. To check the robustness of the model and the validity of
overidentifying structural restrictions, we performed the Sargan and Basmann chi-squared
tests. All the tests and estimations were performed in Stata Statistical Software: release 14.1.

4. Results

The characteristics of the companies grouped in the two groups: RB companies and
non-RB companies, are presented in Table 2.

Table 2. The characteristics of the companies.

Companies” Characteristics RB Non-RB
Predominant development region 77% Bucharest Ilfov 59% Bucharest Ilfov
Age 14.2 8.6
Predominant NACE code 477 * 479 **
Predominant e-commerce category Fashion Furniture and appliances
Average number of employees 1144 18
Romanian brand 57% 99%
Physical store 72% 34%
Information about companies 94% 71%

* 477 Retail sale of other goods in specialized stores; ** 479 Retail trade not in stores, stalls or markets.
Source: Authors” own work.

RB companies represent a third of the analyzed sample. If we analyze by the value of
sales, the online stores that hold the largest share are the RB stores, which obtained 75% of
companies’ total revenues included in the sample. The highest revenues were obtained
by the stores in the EM category, and the lowest by those in THD. Out of the total of the
analyzed companies, over 80% registered increases in revenues in 2019 compared to 2018;
the share is similar in both groups. The most significant increase in sales was almost 400%,
recorded by a non-RB company with sales in the EM category, and the most significant
decrease was recorded in a non-RB company with sales in the FA category.

The largest market share was of the emag.ro store owned by the company Dante
International S.A. (with majority foreign shareholders) with a share of 27% in total e-
commerce sales, but with a market share of 85% of total sales in the EM category, which
means that it has a dominant position on the Romanian market. The next place was
occupied by dedeman.ro owned by Dedeman S.r.l., a company with Romanian partners
considered the most successful business in Romania, with a total market share of 3.6% and
20%, respectively, in the FA category. The next is altex.ro owned by Altex Romania S.rl., a
company with Romanian owners, which registered a share of 3.3% in total e-commerce
sales, with a total market share of 15% in the FA category. The three companies at the top
of the ranking are Romanian brands that have become known to consumers over 15 years.

In the category of non-RB companies, the highest market share of 1.29% was registered
by an e-store that sold products from the EM category.

In Romania, there are 8 development regions, of which the most developed region
is Bucharest-Ilfov, which means that there are significant regional disparities from an eco-
nomic point of view [65]. The data suggest that 77% of RB companies are headquartered in
this region, while non-RB companies are more territorially dispersed, the percentage de-
creasing to 59%. Regarding the number of years from the establishment, the RB companies
have a higher age of 14.2 years compared to 8.6 years of the others, which would mean
that it takes a longer period until the position of a company is consolidated on the market.

Retail companies can carry out their activities through physical or online stores,
meaning they must legally declare their main activity according to NACE codes. It is
observed that RB companies are predominantly NACE code 477, which means that it is
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possible that most of the revenue was obtained from sales in physical stores. If the volume
of online sales exceeded that of physical stores, the change produced should not be declared
in the financial statements.

It was found that most online stores (over 80%) were specialized in one product
category, but there were also department stores that sold products in several categories
(4 categories—b5%, 3 categories—5%, 2 categories—9%). The data analysis showed that
most online stores sold products predominantly from the FA category (24%), followed by
those from the FPC category (22%), and in last place were the stores with products from
the THD category (14%). If we analyze the two groups, it turned out that most online RB
stores sold products in the fashion (F) category (35%), and those with non-RB are online
stores that sold products in the FA category (29%).

The number of employees had an average value of 416 employees, from 1 (for one
company) to 10,761. From the average number of employees in the two groups of compa-
nies, the average is 1144 for RB companies and 18 for non-RB. This indicator confirms that
most non-RB companies are SMEs.

Of the RB companies, 57% were online stores with Romanian brands (the best known
being emag.ro), while among those in the non-RB group, the percentage was 99%, which
means that Romanian companies still have a lot to invest in becoming a recognized brand.
Physical stores and showrooms are essential for customers because they can see and try the
products before buying them, so 72% of RB companies had physical stores while non-RB
only 34%, so it can be said that their existence can positively influence brand recognition.

The voluntary disclosure of information on the online store website must be as com-
plete and transparent as possible so that information about the seller, and sustainability
can be essential for the performance of companies. Therefore 94% of RB companies posted
this information compared to 74% non-RB.

The empirical research continued with the descriptive statistics of the analyzed in-
dicators, presented in Table 3, from which it can be observed that from 35% of the RB
companies the average growth rate of all companies was 34.15%, and the market share of
online commerce of the companies in 2019 was an average of 0.46%, varying from 0.05% to
26.98%. Regarding the financial performance of the companies, they register, on average, a
return on equity of 47.16%, and the net profit margin was, on average, 7.11%.

Table 3. Descriptive statistics.

Variables Obs Mean Std. Dew. Min Max
Dependent variables
Return on equity (ROE) 184 47.1605 30.360 0.537 146.89
Return on assets (ROA) 184 19.746 16.294 0.208 78.27
Net profit margin (NPM) 184 7.1151 6.0956 0.0429 37.716
Endogenous variable
Recognize brand (RB) 184 0.3567 0.4792 0 1
Independent variables
Company age (A) 184 10.603 5.9533 2 28
Employees (E) 184 416.335 1493.081 1 10769
Instrumental variables
Growth rate of revenue (GR) 184 34.1511 51.132 —27.02 397.99
E-commerce categories (EC) 184 2.9297 1.3271 1 5
Physical stores (S) 184 0.4728 0.5006 0 1
Information (I) 184 0.7934 0.4059 0 1
RO brand (RoB) 184 0.8423 0.3653 0 1
Market share (MS) 184 0.4574 2.038 0.05 26.98

Source: Authors” work.

The other characteristics of the studied companies show that their age varies from
2 years to 28 years in the marker, with an average of 10.6 years. Their number of employees
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also diversified, from one employee to 10,769 employees, but on average, the companies
have 416.3 employees. Of the companies, 84% were Romanian brands and 47% had a
physical store and an online one.

The correlations between all the indicators are presented in Table 4. The endogenous
variable, recognize brand, shows a positive and significant correlation with age, employees,
market share, and physical stores, and a significant negative correlation with ROE, ROA,
RO brand, and the e-commerce category.

Table 4. Correlation matrix.

ROE ROA NPM RB A E GR EC S I B MS
ROE 1
ROA 0.636 *** 1
NPM 0.336 *** 0.705 *** 1
RB —0.152 ** —0.131** —0.078 1
A —0.182 ** —0.178 ** —0.032 0.449 *** 1
E —0.237 *** —0.166 ** —0.084 0.361 *** 0.363 *** 1
GR 0.107 0.128 * 0.004 0.001 0.001 0.080 1
EC —0.041 —0.028 —0.035 —0.146 ** —0.146 ** 0.064 0.043 1
S —0.178 ** —0.234 *** —0.064 0.370 *** 0.370 *** 0.259 *** —0.001 0.021 1
I —0.173 ** —0.241 *** -0.117 0.264 *** 0.264 *** 0.134* —0.001 —0.029 0.187 ** 1
B 0.185 0.090 0.006 —0.554 *** —0.554 **  —0.307 *** -0.115 —0.036 —0.36 *** —-0.18 ** 1
MS —0.127 * -0.112 —0.103 0.190 *** 0.147 ** 0.240 *** —0.059 -0.116 0.110 0.058 —0.002 1

*,** and *** mean 10%, 5% and 1% level of significance. Source: Authors’ work.

The financial indicator return of equity had a positive and statistically significant
correlation with return on assets, net profit margin and ranks, and a negative significant
correlation with recognized brand, age of the company, number of employees, the existence
of physical stores, information, and market share. Return on assets had a strong positive
correlation with NPM and a significant negative correlation with: RB, age, employees,
physical stores, and information.

The econometric analysis started with simple linear regression, and we obtained
that R-squared was 0.65, which means that there is a strong significant link between the
variables. The modification of the independent variables can influence 65% the modification
of the dependent variable, recognized brand. The ANOVA test revealed that F (6.178) was
55.82 at 1% level of significance, higher than the critical level; therefore the model is
valid. The results of the Doornik-Hansen test rejected the null hypothesis of multivariate
normality (Chi2(14) = 19,004.2 with p-value of 0.0000) and the Lawley test rejected the null
hypothesis that the correlation matrix is compound symmetric (Chi2(20) = 151.17 with
p-value of 0.0000) and concluded that there are probably differences in the correlations of
variables. The collinearity test revealed a mean VIF of 1.09 smaller than the threshold (7),
which means there were no multicollinearity issues.

Recognized brand had a significant positive correlation with physical store and infor-
mation; if the company had a physical store it might increase with 0.28 the RB and if there
are information about the company on their website, it might increase with 0.38 the RB.
The correlation with RO brand was negative, which means that the Romanian companies
have a lower chance of being ranked as RB.

The regressions results for all models can be seen in Table 5, the coefficients of correla-
tion and with t values from the Student t-test, which are written in parentheses, and the
significance level.

From the 2SLS regressions we obtained a Wald chi2 bigger than the threshold at a 99%
confidence level for all models, which shows that the models are statistically significant.
Additionally, the mean VIF was 2.03 smaller than the threshold, which means there were
no multicollinearity issues.

Afterwards, we used Durbin-Wu-Hausman tests to check if RB was an endogenous
variable, and we obtained p-values of 0.000, rejecting the null hypothesis that the variable is
exogenous. We checked for weak instruments by performing the first-stage regression and
obtained a partial R-squared of 0.26, and the minimum eigenvalue statistic was 32.77 higher
than all the critical levels. Therefore, we reject the null hypothesis that the instruments
are weak.
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Table 5. Results of regressions.

DV: RB DV: ROE DV: ROA DV: NPM
Variables
(OLS) (2SLS) (2SLS) (2SLS)
R-squared 0.52
F (3.181) 32.77***
Wald chi2 (3) 21.76 *** 15.88 *** 7.26 **
A 1.67 (2.30) *** 0.64 (1.90) *** 0.314 (2.89) ***
E 20.29 (5.48) *** 8.77 (5.09) *** 0.314 (2.89) ***
RB —132.25 (—5.79) *** —58.81 (—5.35) *** —15.90 (—4.67) ***
Instruments
GR 0.006 (1.32)
EC 0.017 (0.85)
S 0.285 (4.53) ***
I 0.385 (5.68) ***
B —0.247 (—3.80) ***
MS 0.038 (2.53) **
Mean VIF 1.09 2.03 2.03 2.03
Durbin (score) chi2 (1) 60.05 *** 45.17 *** 25.39 ***
Wu-Hausman F (1, 180) 87.22 ¥** 58.58 *** 28.82 ***
Sargan (score) chi2 (5) 8.43 7.21 5.00
Basmann chi2 (5) 8.45 7.18 491

t values are reported in parenthesis; and ** and *** mean 10%, 5% and 1% level of significance. Source: Authors” work using Stata
14 software.

Testing for overidentification, we obtained a high level of p-value for Sargan and
Basmann tests, and we accept the null hypothesis that the instrument set is valid, and the
model is correctly specified.

The regression results show that overall, RB has a significant negative influence on
the financial performance. If it is a RB company the return on equity might be lower by
132%, return on assets might be lower by 58%, and net profit margin might be lower by
15.9% compared to the non-RB companies. The independent variables, age and number of
employees have a positive impact on the financial performance of the companies.

5. Discussions

From the quantitative analysis of the characteristics of the companies, the relationship
between brand recognition and financial performance was validated. This topic was
also studied in previous research [31,36,37] with different outcomes. Even if there is a
strong brand recognition, profitability may be low due to IT systems, market conditions or
marketing programs’ inefficiency. However, brand recognition is of strategic importance,
even if it is not the only factor influencing the company’s performance.

Previous research has shown a positive association between brand equity and measur-
ing the market value and performance of listed companies and strong brands worldwide.
Our results indicate that non-RB firms have had stronger financial performance, in line
with Schmitz and Roman [36], who studied unlisted SMEs.

The data analysis on the two groups showed that the maximum values of ROE, ROA,
and NPM were found in non-RB companies, which also influenced the regression results.
The justification for these high values is that these companies have a low share capital,
they do not have substantial investments in their companies, and thus the profit obtained
positively influences the profitability ratios.

The study results showed that the relationship between RB and market share was
statistically significant, according to the study of Zarantonello et al. [33] that show that in
emerging countries, like Romania, the relationship between each CBBE component and
market share was stronger for global brands than local ones.

Our study contributes to the previous literature on the relevant dimensions of e-
commerce. The purpose of the companies is to ensure a high return on shareholders.
The result supports a growing literature that addresses the link between brand equity
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and financial performance. Moreover, most previous studies were conducted in Western
Europe and brand equity has played a more significant role in Western cultures than in
Eastern cultures [66]. The results obtained are added to previous studies in the case of
Romania [45,67] and other Eastern European countries [68,69].

Even though we expected a positive relationship between recognized brand and
financial performance, the results showed a negative one. The results are solid to include
several instrumental variables and alternative definitions of financial performance, and the
relations are the same with all financial performance indicators analyzed.

Based on the estimates of specialized organizations [9], online commerce increased
in Romania by over 20% in 2019 compared to 2018; in our sample, the increase is even
higher, by 34%. E-commerce has not been affected by the pandemic crisis, the most affected
being non-food retailers. To meet the challenges, they have accelerated the digitalization
of business. Euromonitor International [70] estimated an increase in the Romanian e-
commerce market in 2020 by 32% and, as a result, the share of e-commerce in the total
retail trade is 10% of the total. In these unprecedented circumstances, with an increase in
online sales and a decrease in final consumer spending, there is a strict general need to
move companies to the online environment for them to remain competitive in the market.

The results of this study have managerial implications for short-term and long-term
strategies. In the short term, managers can create strategies to improve customer relation-
ships by revealing more information about the company [47], the products they sell online
and the company’s sustainability actions. In the long term, increasing e-commerce sales
volume is a challenge that requires a rapid adaptation of sales strategies and a rethinking
of logistics of the supply chain to meet consumers’ needs. Thus, to survive in the market
long-term, lesser-known companies have to invest more in building brand recognition.
Even if this investment does not bring them immediate profits, it represents an opportunity
for the future to strengthen the trust in the company and for sustainable competitiveness.

Considering new challenges deriving from e-commerce market trends, companies
have to confront increasing competition through social networks. Managers have to
develop new business scenarios to capture content extraction and analysis opportunities to
calibrate roadmaps toward brand consolidation.

6. Conclusions

This paper presented the characteristics of the e-commerce market in Romania on a
sample of companies based in Romania with revenues of more than EUR 1 million in 2019
and with at least two years of experience. The data analysis showed significant differences
between the two groups of companies in the case of all the analyzed indicators, which
shows that brand equity is an essential factor for gaining a position in the e-commerce
market for sustainable competitiveness. In the paper, information was compiled from
several sources. Two-stage least squares (25LS) regression was used to control a set
of instrumental variables that may influence brand equity to reduce the potential for
endogenous bias.

Most of the research has investigated the benefits of brand equity from a cognitive
psychology perspective [37,54,57] but this research focuses on the available data from the
e-commerce industry database. The results from the econometric models showed that the
non-RB companies registered higher values of return on equity, return on assets, and net
profit margin. In the context studied in this paper, we highlighted that brand recognition
and financial performance influence each other and for the company to improve the
customer relationship, they have to invest in brand consolidation. Promoting sustainability
actions can help the customers to understand the need to protect the environment [71] in
line with the concerns of European e-commerce associations [72].

The paper can be a bibliographic source for researchers in e-commerce and financial
analysis, both through the indicators used, especially the instrumental variables, and the
econometric model tested.
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Our study presented some limitations that indicate the potential of future research.
First, the results are limited to the chosen sample on a single e-commerce market and the
analyzed period, but we considered it relevant for this topic. Due to the characteristics
of the sample, the results did not confirm the initial expectations, respectively, that brand
equity should positively influence financial performance. The second limitation is that
the companies” governance indicators associated with financial performance were not
included due to the characteristics of the sample, which included small companies with at
least one employee to large companies with over 10,000 employees. Although our study
empirically supported the link between brand recognition and financial performance, not
all the instrumental variables were statistically validated.

Future research directions can be oriented to study the relationship of brand recog-
nition with financial performance in the long term and can be extended by comparative
analyses on several e-commerce markets with the inclusion of other relevant variables.
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