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Abstract

The management of intangible assets is fundamental for the survival of organizations, with the
perceived quality and brand equity being two of these assets. This work seeks to answer the
question: are perceived quality and brand equity antecedents of legitimacy in the organization? A
quantitative analysis is developed, making use of structural modeling. It is confirmed that the
management of both intangible assets is fundamental to ensure good social results in
organizations, by increasing their legitimacy. The main limitation of the work is associated with
the characteristics of the companies that make up the sample, which constitutes a future line of
research that allows us to continue delving into the relationships analyzed.
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The
management
of intangible
assets is
essential for the
sustainability

of companies

1. Introduction

The study and analysis of intangible assets has attracted great interest from both the business
and academic points of view. Globalization has brought that the expansion of business
activities is increasingly important for the survival, growth and success of companies
(Spyropoulou, Skarmeas & Katsikeas, 2011). The increase of competitiveness in a globalized
economy has promoted the identification of drivers of sustainable competitive advantages
(Schwaiger, 2004) and the exploitation of resources is what allows companies to obtain a
competitive advantage (Peteraf, 1993). However, according to Barney (1991), not all resources
are capable of creating such an advantage. This author calls the resources capable of
generating a competitive advantage “strategic resources” indicating that they must fulfill a
series of characteristics: valuable, unique and inimitable. The emphasis of the business strategy
has been transferred from the machine to the expression of the idea (Nomen, 1996), or what is
the same, from tangible assets to intangible assets. Two of the intangible assets that
organizations have are: perceived quality (Cho & Pucik, 2005) and brand equity (Ludvik,
Michal & Petr, 2018).

If perceived quality is considered as a source of social benefits, which brings legitimacy to
organizations, there are different works that relate quality management practices, such as TQM
or ISO 9001, and legitimacy (Heras-Saizarbitoria & Boiral, 2013; Diez-Martin, Prado-Roman
& Blanco-Gonzalez, 2013). However, no work has been found that directly analyzes the
relationship between perceived quality and legitimacy.

On the other hand, Czinkota, Kaufmann and Basile (2014) and Liu, Eng and Sekhon (2014)
analyze the brand equity as a precursor of legitimacy, concluding in both cases, that the
management of brand equity can generate legitimacy in organizations.

Regarding the relationship between perceived quality and brand equity, although it has been
studied, the conclusions are not clear. Most authors analyze perceived quality as a precursor
of brand equity, considering it one of its dimensions (Kim & Kim, 2005; Buil, De
Chernatony & Martinez, 2013; Severi & Ling, 2013), although there are also studies that
analyze the brand equity as a precursor of perceived quality (Kim & Kim, 2004; Calvo &
Montes, 2012) and others, that do not find a relationship between both variables
(Kimpakorn & Tocquer, 2010; Dib & Alhaddad, 2014; Subramaniam, Mamun, Permarupan
& Noort, 2014).

As a consequence of the relevance of intangible assets and their management when it comes
to guaranteeing the sustainability of companies, and the limited literature found, the objectives
of this work emerge: to analyze the intangible assets, perceived quality and brand equity, as
generators of social benefits measure as legitimacy; to study the relationships that exist
between the intangible assets analyzed.

2. Conceptual framework

2.1. Perceived quality and legitimacy

One of the most widespread definitions of the concept of perceived quality is “consumer’s
judgment on a product as superior or excellent” (Zeithaml, 1988, p. 3), which considers the
consumer as a key element when talking about this asset. Quality helps organizations to gain a

competitive advantage, as long as the products and/or services meet customet’s expectations
(Forker, Vickery & Droge, 1996).
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On the other hand, Zimmerman and Zeitz (2002) define legitimacy as a social judgment of
acceptance, convenience, and desirability that allows organizations to access other resources
necessary to survive and grow. One of the sources of legitimacy identified by literature is
society in general (Diez-Martin, Blanco-Gonzalez, Cruz-Suarez & Prado-Roman, 2014).
Suchman (1995) points out that one of the ways to increase organizational legitimacy is
adopting socially accepted techniques, which include the fulfillment of the expectations of the
interested parties, it is therefore necessary to look for the easiest way to satisty the needs of the
groups of interest taking into account that “winning legitimacy implies generalized actions to
align processes, practices, and behaviors to what the interested parties require” (Lettieri &
Lamberti, 2011, p. 473), that is, meet their needs and expectations.

If the stakeholders feel that a product is superior or excellent, the perceived quality of the same
will increase, and their expectations will be satisfied, so if the organization works to increase the
perceived quality, it will be able to influence the perception of its stakeholders, and increase the
legitimacy, making them perceive that the objectives of the organization are what they seek.

Proposition 1: Perceived quality directly and positively influences legitimacy.

2.2. Brand equity and legitimacy

According to Keller (2001), from the perspective of the consumer, the power of a brand is
related to what the consumer has learned, felt, seen, and heard about the brand over time.
Considering the definition of legitimacy given by Zimmerman and Zeitz (2002) it is established
that the fact that a consumer has learned, felt, seen, and heard positive things about a certain
brand, can create a judgment of acceptance, convenience and desirability towards that brand,
increasing its legitimacy.

Cruz-Suarez, Diez-Martin, Blanco-Gonzilez and Prado-Roman (2014) point out that
organizations can actively work to influence and modify the perceptions of the environment.
Therefore, it is affirmed that if brand equity is increased, through, for example, marketing or
advertising actions (Huang & Sarigollu, 2014), the perception of the consumers is influenced
and, therefore, legitimacy increases.

Proposition 2: Brand equity directly and positively influences legitimacy.

2.3. Perceived quality and brand equity

Perceived quality is conceived as one of the main factors in the creation of brand equity by a
large part of the authors, being one of the dimensions or components of said asset (Kim &
Kim, 2005; Buil et al., 2013; Severi & Ling, 2013; Seri¢, Gil-Saura & Mikuli¢, 2017). In addition,
perceived quality generates value to consumers by providing them with a reason to buy and a
differentiation of the brand with respect to its competitors (Loureiro, 2013).

According to Calvo and Montes “a high perceived quality takes place when consumers
recognize the differentiation and superiority of a brand in relation to other competing brands.
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This perceived quality will influence their purchasing decisions and their brand choice,
choosing those in which they perceive a higher quality” (Calvo & Montes, 2012, p. 7). Taking
into account the perspective of the consumer to analyze the brand equity (Severi & Ling,
2013), if a consumer considers a product or a brand as superior or excellent, his reaction to
said product or brand will be positive.

Proposition 3: Perceived quality directly and positively influences brand equity.

3. Sample and methodology
3.1. Sample

To develop this work, a sample of companies included in two databases is used: Fortune-
World’s Most Admired Companies and Interbrand. Following Diez-Martin, Blanco-Gonzalez
and Prado-Roman (2016) and Cho and Pucik (2005) the sampling is not focused on a specific
sector and the information is selected for three years (2011, 2012 and 2013). Likewise, the
control variable “study period” is identified and it is concluded, after applying the Wilcoxon
nonparametric test, that none of the variables, perceived quality, brand equity, and legitimacy,
depends on the period under study. Therefore, it is understood that increasing the number of
years would not affect the results. In addition, it has been taken into account that other authors
such as Cho and Pucik (2005) have done their work taking into account a period of three years.

The sample is limited to US companies. Following the established by Diez-Martin et al. (2014)
the work focuses on these companies due to three main reasons: to use homogeneous, reliable
and accessible indexes to measure the perceived quality and brand equity for US companies; a
similar competitive macroeconomic environment; and that they are companies with business
models and strategies developed in different sectors. The sample consists of the twenty-one
companies listed below: Apple, Amazon, Google, Coca-Cola, Starbucks, General Electric,
McDonald’s, Microsoft, Nike, J.P. Morgan Chase, Ups, PepsiCo, eBay, Johnson & Johnson,
Goldman Sachs Group, IBM, 3M, Walt Disney, American Express, Intel and Caterpillar.

Table 1 shows a summary of the characteristics of the companies, taking into account their
size, calculated as the average of the total income in the three years under study (2011-2013)
published on the Fortune 500 website. Only one of the companies would have an income of
less than $ 20,000 million, while four of them would obtain more than $ 100,000 million.

Table 1

Summary characteristics by size of company
Company size by income ($ millions) Number of companies % Total of the sample
Less than 20.000 1 4,76 %
20.000-30.000 2 9,52 %
30.000-40.000 4 19,05 %
40.000-50.000 2 9,52 %
50.000-60.000 4 19,05 %
60.000-70.000 4 19,05 %
More than 100.000 4 19,05 %
Total 21 100 %
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According to World Bank data, the average US GDP for the period 2010-2014 was § 17.42
billion. The average of the total income of the companies in the sample in the three years of
the study, $1,3 trillion, constitute 7.46% of the total US GDP, so it is established that it is a
representation of the main US organizations. In addition, following Blair and Zinkhan (2000),
the diversity of the sample has been sought, taking into account different sectors, since one of
the objectives is to analyze the relationships between the variables and avoid sample biases.

3.2. Methodology

Fortune is used to measure perceived quality, as did Cho and Pucik (2005), and specifically, one
of the criteria of the World’s Most Admired Companies list: quality of products/services.
There are several authors who affirm that it is one of the most recognized and reliable
classifications at international level (McGuire, Schneeweis & Branch, 1990; Diez-Martin et al.,
2014). Cho and Pucik (2005) also analyzed the reliability and validity of the data, confirming
both. McGuire et al. (1990, p. 170) point out that “Fortune is one of the surveys on attributes
with broadest reputation and higher circulation available. Both the quality and the number of
respondents are comparable or superior to the group of experts” that usually met for that
purpose. Following Cho and Pucik (2005), since the results of Fortune take a year to be
published; the data from Fortune Web was used for the criteria of quality of products and
services, published in March 2012, 2013, and 2014, corresponding to the years 2011, 2012 and
2013. The scale used is from 1 to 10 points, so that 10 means the company in the sector with
the worst index of perceived quality and 1 the best.

To measure the brand equity, Interbrand is used as a data source, as did Madden, Fehle and
Fournier (2006). Following Barth, Clement, Foster and Kasznik (1998), Interbrand’s valuations
are sufficiently relevant and reliable for their use and there is no evidence of bias between said
value and the market value of the companies. In addition to Madden et al. (2006), Interbrand is
one of the most used data bases when the brand equity is analyzed, being also recognized
throughout the world.

Lastly, an analysis of the legitimacy has been carried out through the news published on Google.
com, following what was established by Deephouse, Bundy, Tost and Suchman (2016), who
point out that the rapid change associated with the development of information and
communication technologies (ICT), has made the mass media, such as the written press, see
their “authority” affected on the influence of the legitimacy of organizations. In addition, Xiang,
Schwartz, Gerdes and Uysal (2015) point out that the analysis of large analytical data allows to
generate new knowledge about variables widely studied in the literature previously from another
perspective. To do this, through Google.com, a search is made of the news generated in the US
for the companies in the sample during 2011, 2012 and 2013. The search terms are: name of the
company, year, and news generated in the US. Each piece of news is coded according to its
impact on the legitimacy of the company (0 = neutral, 1 = negative, and 2 = positive). To
calculate legitimacy, the Janis-Fadner coefficient is used, as did Deephouse (1996).

Finally, a quantitative analysis is developed, making use of structural modeling with PLS.
During the 1980s, the so-called first-generation statistical techniques such as variance analysis
or multiple regressions were used in most of the investigations. However, since the 1990s, the
so-called second-generation statistical techniques, such as the PLS, have acquired a strong
relevance in empirical research (Hair, Hult, Ringle & Sarstedt, 2014). At this point it should be
mentioned that taking into account the established by Diez-Martin et al. (2014) variations are
used in each indicator, var (2012-2011) and var (2013-2012), considering differently two periods
for the study 2012-2011 and 2013-2012 to carry out a comparative analysis between the
companies in the sample and homogenize the results (not all companies have the same
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A positive resources). It should also be noted that for the perceived quality index the variation will change
sign, since as previously mentioned, 1 implies the best index, while 10 implies the worst, that is,

and significant unlike the other variables , the lower the value, the better perceived quality.

influence

of perceived 4. Results

quality and The first step has been to evaluate the collinearity of the constructs, determining the VIF

brand equity parameter and taking tolerance levels, established by Hair et al. (2014), lower than 0.20 (VIF >
on legitimacy 5.00) in the predictor construct, as an indication that there is collinearity that can affect the
results, altering the signs. As shown in Table 2, there are no problems of collinearity, in no case

is confirmed exceeding the established value.

Table 2
Results collinearity (VIF)
. 2012-2011 2013-2012
Quality Legitimacy Brand Quality Legitimacy Brand
Quality 1,000 1,000
2012-2011  Legitimacy
Brand 1,000
Quality 1,002 1,000
2013-2012  Legitimacy
Brand 1,002

Next, the results obtained using PLS, were analyzed considering the considerations gathered
below. The criteria for the determination of the significance of the parameters was established
by means of a bootstrap resampling procedure of 5000 subsamples of a size equal to the
original sample (Hair et al., 2014). To assess the predictive capacity of the structural model, the
criteria proposed by Falk and Miller (1992) was followed, which establishes that the R2 of each
of the dependent constructs must be higher than 0.10 to be accepted.

In addition, the acceptance or rejection of the proposed propositions was evaluated, taking
into account the significance or insignificance of the standardized regression coefficients.
Following Hair et al. (2014) it can be atfirmed that the coefficients close to +1 and —1 represent
a strong relationship and, generally, statistically significant in the structural model. On the
contrary, very small values, close to zero, are generally non-significant. Lastly, the T-Statistic
value was analyzed, establishing a level of 5% significance taken therefore as a critical value to
determine the significance of said parameter 1.96 (Hair et al., 2014).

The data collected in Table 3 show that the R2 of the dependent factor legitimacy (R2 = 0.28)
exceeds the aforementioned critical level. The value obtained for the brand equity (R2 = 0.00) is
not significant. This allows evaluating the acceptance or rejection of the proposed P2 and P3,
taking into account the significance or otherwise of the regression coefficients.

A positive and significant influence of perceived quality on legitimacy is confirmed for a
significance value of 10% (§ = 0.33, T = 1.79, P2). This relationship would show how the
perceived quality influences the social results of the company. On the other hand, it is observed
a relationship between brand equity and legitimacy. Brand equity directly and positively
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influences the legitimacy for a significance value of 5% (B = 0.42, T = 2.46, P3). This result
would give an account of the importance of brand equity as an intangible asset, due to its
influence on the social results of organizations.

Table 3

Propositions 2012-2011
Propositions B standardized T Value Contrast
P1: Quality-Value Brand -0,02 0,14 Rejected
P2: Quality-Legitimacy 0,33 1,79 Accepted
P3: Brand-Value-Legitimacy 0,42 2,46> Accepted

Rz (Brand) = 0,00; Rz (Legitimacy) = 0,28
a p<0,01; b p<0,05

The data collected in Table 4 shows that the R2 of the dependent factor legitimacy (R2 = 0.13)
exceeds the critical level mentioned (criteria Falk & Miller (1992), R2 greater than 0.10). The
value obtained for the brand equity (R2 = 0.00) is not significant. This allows the evaluation of
the acceptance or rejection of the proposed P2 and P3, taking into account the significance or
otherwise of the estimated standardized coefficients of regression.

The relationship between perceived quality and legitimacy is again observed in this period, for a
level of significance of 5% (B = 0.33, T = 2.03, P2), however in this case the model has not
allowed to confirm the relationship between brand equity and legitimacy (3 = 0.16, T = 1.00, P3).

Table 4

Propositions 2013-2012
Propositions B standardized T Value Contrast
P1: Quality-Value Brand -0,05 0,49 Rejected
P2: Quality-Legitimacy 0,33 2,03v Accepted
P3: Brand-Value-Legitimacy 0,16 1,00 Rejected

Rz (Brand) = 0,00; Rz (Legitimacy) = 0,13;
a p<0,01; b p<0,05

5. Conclusions, implications for management and limitations

Intangible assets have become a strategic resource for organizations that cannot focus solely on
their tangible assets if they want to guarantee their sustainability. According to Dobre (2013),
intangible assets have replaced tangible assets, becoming the greatest source of added value for
companies. Its management is essential for the organization to be able to maintain itself in an
increasingly competitive environment.

Starting from this context, the objectives of this work are two. On the one hand, analyze
perceived quality and brand equity as sources of competitive advantage that provide social
benefits to organizations by increasing their legitimacy. On the other hand, delving into the
existing relationship between both intangible assets. From these objectives, we proceed to the
presentation of the results and confirmation of the proposals formulated.
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Proposition 1 establishes a direct and positive relationship between perceived quality and
legitimacy. The results have confirmed this relationship in both periods under study. Suchman
(1995) points out three strategies for managing legitimacy: strategies to win and maintain legitimacy
and strategies to recover lost legitimacy. The results of the study conclude that the management of
perceived quality constitutes a strategy to gain and maintain legitimacy. Organizations should not
lose sight of this intangible asset, since as established by authors such as Scott (2014), once the
company has legitimacy; the importance of it becomes evident when it is lost.

The implications of these results for the managers of the organizations are clear. Inadequate
management of their perceived quality can cause the organization to go against its already
legitimated principles, which can lead to a loss of confidence and, therefore, of legitimacy, as
established by Scott (2014), which can prove fatal to the interests of any company. The
institutionalization of organizations represents progress in the management of the same, as
pointed out by Diez-De-Castro, Diez-Martin and Vazquez-Sanchez (2015).

Proposition 2 establishes a direct and positive relationship between brand equity and legitimacy.
The results have confirmed this relationship for the period 2012-2011, so the proposal is
partially confirmed. The companies that make up the sample, large multinational companies,
with strong roots in the market and a high degree of institutionalization, are fully legitimized.
This means that they are accepted by society, preventing fluctuations in brand equity from
directly affecting social results, and preventing, in some cases, the budgeted relationship
between brand equity and legitimacy.

As established by Liu et al. (2014) when the brand is identified to achieve legitimacy, it is
necessaty to align the socio-cultural meanings of the brand with that of its audiences. Companies
can actively work to influence and modify the perceptions of the environment (Cruz-Sudrez et al.,
2014). In this case, the companies in the sample are settled in the market and have been able to
align the brand they represent with their environment. However, although it is true that these
types of companies register small variations of the brand equity and that this does not affect the
legitimacy; we must not forget the importance of its correct management to avoid a loss of it.
According to Czinkota et al. (2014) legitimacy is the effect of an adequate management of the
brand by the organization. Marketing and advertising actions can be vital for organizations when
managing, not only their financial performance (Mesa, Martinez, Mas & Uribe, 2013), but their
brand equity (Huang & Sarigollu, 2014) and, therefore, to maintain its legitimacy. It can be
affirmed that within the organizational management, the establishment of adequate marketing
and advertising strategies to manage the brand equity will be fundamental to maintain and
improve the legitimacy, thus increasing the competitiveness in the market.

Finally, proposition 3 establishes a direct and significant relationship between perceived quality
and brand equity. The results of the analysis of the structural model have not allowed validating
the relationship between perceived quality and brand equity. The perceived quality is confirmed as
one of the assets of the brand equity, but it will not be the only one. Most of the works analyze
this variable taking into account its dimensions. For example, Kim and Kim (2004) mention
brand awareness, brand image, loyalty, and perceived quality as antecedents of brand equity. For
Kim and Kim (2005), loyalty, perception of quality, and brand image are the precursors of brand
equity. On the other hand, Buil et al. (2013) point out that in addition to the perceived quality, the
brand equity is also influenced by loyalty, notoriety and brand associations. Finally, Chang and
Chen (2013) find perceived quality and brand awareness as the antecedents of brand equity. In
this study, brand equity is analyzed, without taking into account its dimensions. Consequently, the
results conclude that perceived quality alone does not serve to improve brand equity, but that
there are other dimensions that make up this asset that must be taken into account.
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In addition, we must not lose sight of the fact that there are several authors who, although
they have analyzed the brand equity taking into account its dimensions, have not found a
relationship between perceived quality and said value. For Kimpakorn and Tocquer (2010), the
variables that most influence brand equity are brand differentiation and brand trust, and not
perceived quality. Neither Dib and Alhaddad (2014) and Subramaniam et al. (2014) find
influence of the perceived quality on the brand equity. For Dib and Alhaddad (2014) the
brand equity is influenced by brand awareness, brand confidence and loyalty, while for
Subramaniam et al. (2014) are loyalty and brand image that have a positive and significant
influence on the brand equity. Therefore, it is considered important to broaden this work
analyzing the brand equity, taking into account its dimensions, and discerning if the results are
a consequence of the existence of other dimensions that affect the brand equity, in addition
to the perceived quality, and that have masked this relationship, or on the contrary, as
Kimpakorn and Tocquer (2010), Dib and Alhaddad (2014) and Subramaniam et al. (2014)
there is no such relationship.

As a final management conclusion, highlight the importance of intangible assets and their
management for organizations. Managers should bear in mind that inadequate management of
perceived quality or brand equity can lead to a loss of legitimacy, which would endanger the
sustainability of the company. The management of intangible assets is therefore fundamental
to guarantee not only the survival of the organization, but its progression and continuous
improvement in the market, as has been demonstrated in this work.

The main limitation of this study would be associated with the characteristics of the companies
that make up the sample. To solve this limitation, future research could expand the sample,
including other types of companies, with fewer resources and a lower degree of
institutionalization and roots in the market, such as start-ups.

On the other hand, taking into account the established by Castell6, Etter and Arup Nielsen
(2016), which indicate how social networks are changing in recent times the complexity of the
relationships developed between organizations and society, is considered, as pointed out by
Deephouse et al. (2016), the importance of the analysis of legitimacy through the presence of
companies in social networks, as another future line of research. Some authors, such as
Colleoni (2013), or Bonsén and Ratkai (2013), have already assessed legitimacy through
presence on Twitter and Facebook, respectively.
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