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Abstract-Rebranding the former brand to the new brand has been seen as an alternative to overcome the crisis
turbulence by the practitioners. The effect of rebranding to the brand reputation and br loyalty are stlll

and the brand reputation. This research has revealed the relationship of rebranding to the n with the
mediator effect of brand loyalty. Data from flight passengers in Malaysia has been an
the findings have been discussed in this article. This study concludes with the discussion 0 ical, practical
contribution, limitation of this study and recommendations for future research.
Keywords: Brand crisis, brand reputation, rebranding, brand loyalty.

1. INTRODUCTION

1.1. Introduction of the Research

The numbers of brand crisis that has been reported in media aregiicreasing t sly currently. The failure of
|II Iead to the brand crisis, and it also will tarnish
the reputation of the brand. Brand reputation is very fragi S|I~e tarnished (Cleeren, Dekimpe, &
Helsen, 2007). A slight mistake made the services rowd t producer will influence the long-term
customer's loyalty towards the brand and leave n reputation. Negative brand reputation
can direct to the sale's volume shrinking (ClI
the organization, change the trust on tl.orga
decrease an organlzatlon s long-term proflta
ess of rebranding to rebuild the brand reputation.
ecially in the aspect of loyalty by the consumers to the
previous brand and new brand. Therefore, the aim of<thi ch is to examine the effect of rebranding to the brand
reputation by considering the bra

1.2. Problem Statement

The brand crisis is the fact
external factors will in
(Roy & Sarkar 2015)

organization to undergo the corporate rebranding. The internal or
gement of the effected organization to decide to rename the organization
rate rebranding is needed especially for the organization to communicate their
Iders, to regain brand preference, also to be re-chosen and reused among

competing bran ara, & Lin, 2014) after the brand suffered the negative effect of the brand crisis.
Rebrandingd t is a common strategy taken by any organization in responding to the changing in
the market si d in certain situation it become a necessary action to be taken by the organization (Muzellec
& Lam ver, Muzellec and Lambkin (2006) also preach that rebranding strategy is against the basic

theory of e the strong brand reputation is built through many years by sustained brand loyalty which
brand loyalty is ain key to the higher margins and continuing stream of income to the brand owner. Rebranding
strategy will ruin the brand reputation and brand loyalty that has been built for years. There are contradictions
arguments regarding the effect of rebranding after brand crisis towards the brand reputation (Collange, 2014; Le,
Cheng, Kuntjara, & Lin, 2014; Tsai, Dev, & Chintagunta, 2015; Gotsi & Andriopoulos, 2007)

By focusing on the airline's industry, the example of brand crisis which has tarnished the brand reputation is the
doubles tragic cases faced by Malaysia Airlines System (MAS) in 2014. Due to the incidents, MAS have recorded
Net Loss of RM307 million for the three months ended 30 June 2014 and 65% drop than a previous corresponding
year, 2013. For the three months ended June 2014, MAS Group revenue fell 5% to RM3.59 billion compared to one
year ago (MAS, 2014). The great drop in the sale of MAS tickets is the effect of the crisis and consumers doubt on
the safety aspect of their services. The crisis has tarnished their reputation, and it leads to the sale reduction
(Raghuvanshi & Ng, 2014). And according to MAB (2016) press room, "2nd quarter is expected to be weaker, and
the Group expects to record a loss for the year 2016". This indicates that the past incidents still affect the
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organization profits and market shares. Not only on profit shrinking, Skytrax, a United Kingdom-based consultancy
that carries out international traveler surveys to determine the best airlines and other air travel related matters has
announced that the rank of MAS in 2016 is in number 34 compare to 2013 was in number 14 (“The World's Airlines
Awards", n.d).

Continues to the crisis, MAS has changed the top management by appointing new Chief Executive Officer,
Christoph Mueller on 2015 who started the corporate rebranding strategies a month after his appointment ("The
rebranding of MAS has already started, and first impressions are good," 2015). MAS has changed their corporate
name from Malaysia Airlines System (MAS) to Malaysia Airline Berhad (MAB). However, the product's logo and
offerings are unchanged due to the contradiction opinion on the rebranding. The academicians of Malaysia urged for
MAS to undergo the rebranding ("Don't block MAS rebranding exercise," 2015) but practitioners stressed out that
MAS is not ready to undergo the rebranding especially in a name change (Manjur, 2016). Therefore, this research is
attempted to identify the effect of rebranding to the brand reputation and brand loyalty after the brand crisis
occurred.

1.3 RESEARCH QUESTIONS AND RESEARCH OBJECTIVES
The following research questions have been developed to continue the research.

RQ1  Whatis the relationship between rebranding and brand reputation after t
RQ 2  What is the relationship between rebranding and brand loyalty after the ljra
RQ 3  Does brand loyalty mediate the relationship between rebranding

Reflecting the above research questions, the research objectives below has

RO 1  To examine the relationship between rebranding and bra
RO 2  To examine the relationship between rebranding and b
RO 3  To examine the mediating effect of brand loyalty

2. LITERATURE REVIEW

2.1. Brand Crisis ’

Priporas and Vangelinos (2008) as cited’ Fink
which an essential change is impending, eitl

ined CHSis as an instability period or state of affairs in
ierse possibility of a highly undesirable outcome or

one with the diverse possibility of a highl i and extremely positive outcome. Usually, it is 50-50
proposition, but any person can improve the odds. by Heller and Darling (2012) on the definition of the
brand crisis by adding the crisis also as\@turning poli r or worst and a condition that has reached a critical

stage.

In the business literature, the
change the trust on the skevas, 2006), tarnish an organization's reputation, decrease an
wth~and also its survival (Priporas & Vangelinos, 2008). Brand crisis
n organization do not meet the mandatory safety standard, contains a
tial harm to customers, creates an unreasonable risk of serious harm or death or

ard implemented by the specific industry (Yubo, Shankar, & Yong, 2009) and

occurred when the pr
deficiency that co
fails to comply wi

2.2. BRAN

Krishnan, 2015). ilar to this, brand reputation also can be clarified as for how positively or negatively
stakeholders perceived the organization based on direct or indirect experience with the organization (Coombs,
2013). As the intangible asset to the organization, brand reputation is fragile and easily been tarnished. Brand
reputation has a strong significant relationship to the quality. Therefore if the quality is different from the customer's
expectation, it may lead to the dissatisfied and will tarnish the reputation (Selnes, 1998).

When the brand crisis occurred, it will tarnish the brand reputation. The observations of unexpected occurrence that
threatens important expectations of stakeholders and might seriously affect an organization's performance and
engender negative outcomes (Coombs, 2013). Once the organization suffered the crisis, media reports will play a
critical role in the reputation formation. The stakeholders will accept the media reports and judgment on the
organizations will start. When the stakeholders process the information about the crisis, it will create an indirect
experience to construct the brand reputation. "Crises stand out and are more memorable because they are unexpected
and negative" (Coombs, 2013; p. 271).
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On the relationship between brand reputation and rebranding, there are arguments among the scholars. Collange
(2014) stated that the rebranding strategy involved the name change would destroy the reputation of the organization
among the customers, employees and financial analysts. This statement has been supported by Roy and Sarkar
(2015) by related the negative effect of rebranding to the brand associations, the key factors of brand equity. The
impact of any rebranding effort would affect these associations and the core network leading to a dilution of its
presented brand equity (Roy & Sarkar, 2015). On the other hand, Le, Cheng, Kuntjara, and Lin (2014) point out the
positive effect of the rebranding strategy to the organization. A revitalisation of the brand position will keep the
brand fresh and retains pertinent to contemporary market environments will meet existing and anticipated customer
needs. Well-judged market repositioning can give more favorable brand association to contemporary market and
consumer demands. Therefore, the brand reputation will be animated, and consumer preference towards the
repositioned brand will be recaptured, improved, and further enhanced.

2.3. Rebranding

Rebranding is the combination of two words which is "re" and "brand." The word "re" is i ular verbs
of action sometimes meaning "again" or "anew," meaning that the action is done a

differentiate them from the competitors..

"In the English language, the prefix "re" is used to form verbs
over, often with the implication that the outcome of the origina
impermanent or inadequate. In the context of corporate rebran
involves changing the company's name, targeting and pasitioni

organization in modifying existing or furth
similar to the characterization of rebranding arkar (2015) and Muzellec and Lambkin (2006);
rebranding is the activity from a technic4llor pratiti i Ive the creation of a new name, term, symbol,
design or a combination of them for recogmi i e intention of increasing a differentiated (new)

be employed by the organizations. The strategies are
repositioning, renaming, redesigning a 17). Repositioning is a decision by a firm to produce
a new image perceived by custo i used by competitors and changing consumer tastes,

elements (name, logo, and
Based on the literature, the

eputation after the brand crisis occurred.
brand loyalty after the brand crisis occurred.

a customer's behavior or attitude towards the buying pattern for one specific brand.
re-patronize to a preferred brand is the root in defining the term of brand loyalty (Bowen &
, 2015; Oliver, 1999). Brand loyalty is also an emotional or psychological attachment to
brand within a ct class (Ahluwalia, Burnkrant, & Unnava, 2000). However, the evolution of defining the brand
tremendously, and many scholars suggested different elements in defining the brand loyalty.
The evolution of brand loyalty by customers has been discussed by many scholars. Cognitive-affective-conation
pattern of loyalty development by Oliver (1999) cited by Bowen and McCain (2015) differentiated the brand loyalty
level into four category, (i) first or cognitive loyalty level; where customer choose one brand based on only brand
belief, (ii) second or effective loyalty level; no strong commitment to repurchase the same brand of product but
positive attitude towards the brand has developed, (iii) third loyalty level; the intention to repurchase has been
formed because brand-specific commitment is generated, (iv) final level; when the intention to repurchase
transformed to the action, then there is the brand loyalty development by the customer. Dick and Basu (1994) also
classified brand loyalty into four categories by considering the behavioral and attitudinal loyalty. The four
classifications are true loyalty, latent loyalty, spurious loyalty and low loyalty. The customers who repurchase the
same product of the same brand and hold a positive attitude toward the brand are a truly loyal customer.
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For this study, the effect of brand loyalty as a mediator between brand reputation and rebranding has been examined.
There are numerous of research has been done in determining the relationship between brand reputation and brand
loyalty. Good brand reputation will attract more customers because of their trust on the good reputation, and if the
organization is continuously giving good reputation, it will create the loyalty toward the brand (Loureiro &
Kastenholz, 2011). Customers always expect the high quality of the product or services with a good brand
reputation which it is the direct antecedent to the customer satisfaction and brand loyalty (Chang, 2012). There is a
positive relationship between the brand reputation and brand loyalty. However, in the case of brand loyalty after the
crisis, there is the mixes result on the relationship between brand reputation and brand loyalty (Sengupta, Balaji, &
Krishnan, 2015). The study to identify the effect of brand loyalty as a mediator is still scarce especially in the
context of Malaysian industry. Therefore, the aim of this study is to fill the gap, and the hypothesized relationship

has been formed as below:

H3 Brand loyalty mediates the relationship between rebranding and brand reputation.

2.5 Underpinning Theory

The underlying theory for this research is the Reciprocity Theory. In term of meaning,
people reward kind action and punish unkind action (Falk & Fischbacher,2006; Fa
equivalent to the
receiving. There
are numerous of experiments and studies performed by psychologist and the omnipresence of
reciprocal behavior (Falk & Fischbacher, 2000). In psychological poin i

standard of behavior that should describe the social interaction of commo uni, Gilli, & Pelligra, 2008).
situations. In this study, good brand reputation is a kind
organization while bad brand reputation is the unkind behavi
2.6. Theoretical Framework

ework to show the connection between
framework is as in Figure 1.

Based on the above discussion, the researche‘as fo

the dependent variable and independent v"ables higistudy.
Repositioning
Renaming \

Rebranding

Brand Loyalty Brand Reputation

A 4

Redesigning

Launching

Independent Variables Mediator Dependent Variable

Fig. 2.1 Theoretical Framework
3. METH
3.1 Methodology of the Research

The quantitative method has been adapted to this study by implementing the survey collection of data through a
structured questionnaire. The personal administered questionnaire has been formed in four sections. The first section
of the questionnaire content ten questions regarding the brand reputation adapted from Mason (2014). The second
section measures the corporate rebranding with ten questions adapted from Le, Cheng, Kuntjara and Lin (2014). The
third section included the seven questions developed by Chaudhuri and Holbrook (2001) regarding brand loyalty.
The final section of the questionnaire will collect the demographics of respondents regarding gender, age,
educational level, citizenship, occupation, and level of their salary. Seven Likert scales have been used to measure
the response in the first section to the third section and category scale for demographics section.
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Flight passengers in three airports of Northern Region of Malaysia are the sample of this study. The numbers of
respondents need to be collected are 384 responses based on Krejcie and Morgan (1970) suggestion. Flight
passengers have been chosen as the respondents in this study because the main objective of this study is to recognize
the effect of Airlines company's reputation after the brand crisis occurred. The three airports consist of two
international airports and one domestic airport. Convenience sampling method has been implemented for this
research because the researcher doesn't have any sampling frame at hand and it is the best technique to be
implemented (Hague, 2006). Furthermore, convenience sampling is a technique with lesser cost and reduces the
difficulties associated with sampling frames. The personal administered questionnaire has been distributed to the
flight passenger who is waiting to flight in departure hall in each airport.

In analyzing the data, PLS-SEM has been employed to identify the hypothesized relationship. PLS-SEM is the most
suitable tools to analysis the data more specifically in marketing, strategic management, management science and
social psychology, among others (Hair et al., 2013; Hair et al., 2012; Henseler et al., 2009 urthermore, this
software can be operating for non-normally distributed data due to the small sample size ubtful in the
normally distributed of the data.

4. RESULT
4.1 RESPONSE RATE

The details of the response rate are as in Table-4.1.

Table-4.1 Response Rate

Profile Category Percentage
Gender Male 41.7
Female 58.3
Age 25-35 46.4
34.4
® 156

® 36
Citizenship 93.0
7.0

Education level H 7.6
jchelor 24.2
Master 33.6
Ph.D 34.6
Current job Government servant 56.0
Private sector 32.3
Self-employed 10.2

Retired 16

Inco <RM2000 7.6
RM2001 - RM4000 19.8
RM4001 - RM6000 30.5
> RM6000 42.2

4.2 Outer Model Evaluation

In PLS, the beginning of the analysis begins with the outer model evaluation. Outer model evaluation is to verify
that the measurements used are reliable. Content validity test, convergent validity test, and discriminant validity test
have been employed to evaluate the outer model based on a suggestion by Hair et al. (2010). For content validity,
the items loading has been measured and has been classified based on Chan (2003) recommendation of items
loading classification. The items with loadings less than 0.61 have been deleted. The details of the items loading are
in Table-4.2 and Fig. 4.2.
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Table4.2 Content Validity
Loyalty Reputation Rebranding
BL1 0.880
BL2 0.873
BL3 0.785
BL4 0.897
BL5 0.823
BL6 0.864
BL7 0.862
BR1 0.833
BR10 0.834
BR2 0.872
BR3 0.781
BRS8 7
BR9 .801
CR1 0.950
CR2 0.945
CR3 ® 0.948
CR4 0.939
CR5 0.938
CR6 0.937
CR7 0.930
CR8 0.916
BR1L

L ;.EEF{lt)

CR2

p— :

CR4

CR5 “/S:‘j? Rebranding

Z:j [~ 1//0.916 22 0.748 repseen

CREK

Lowalty
0.880 0873 0.785 0.897 og23 0.864 0.862

.{/ LN \,m\.

EL1 BL4 BLT

Fig. 4.2 Items Loadings
The second evaluation is to validate the convergent validity. Firstly, the item loading was tested, and the accepted
item loading value is 0.50 and more based on the literature of multivariate analysis (Hair et al., 2010). Secondly, the
composite reliability has been evaluated, and all the values have surpassed the minimum value 0.70 as suggested by
Hair et al. (2010). Thirdly, to verify the convergent validity, the value of AVE has been evaluated. The value of
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AVE of this study has exceeded the minimum requirement of 0.50. The details of the convergent validity evaluation
are as shown in Table-4.3.

Table-4.3 Convergent Validity

Cronbach's Alpha

Composite Reliability

Average Variance
Extracted (AVE)

Loyalty 0.939 0.950 0.732
Rebranding 0.981 0.983 0.880
Reputation 0.646 0.848 0.655

For discriminant validity, the method of Fornell-Larcker has been employed. To evaluate th
root of each construct should be higher than its highest correlation to the other construct
details of discriminant validity are as shown in Table-4.4.

Table-4.4 Discriminant Validity

of the square
2014). The

Loyalty Rebranding
Loyalty 0.856
Rebranding 0.268
Reputation 0.762 0.809

Based on the outcome of the content validity test, convergent vali test and
it can be concluded that the items used in the measurement

phenomena not signified by other constructs in the model.
4.3 Inner Model Evaluation

After the reliability and validity of the constr&t ha teste
on the suggestion of Hair et al. (2013) Chl valua

examine the predictive relevance (Q?) is ne
employed to analyze the inner model. The mo

e next step is to evaluate the inner model. Based
e level of R? assess the effect sizes (f?) and
er model. The bootstrapping procedure has been

CR1

CR2 0.950

CR3
*—0.948

CR4 0.053

CR5 Rebranding

Reputation

CRB6 70916 0.268
[ / 0.748

CR7

CR8

0880 0g73 Loypity 0864 0862

T T N S

EL4

Fig. 4.3 Model After Bootstrapping
R? value is the indicator to determine the accuracy of the model. In marketing research studies, R? values of 0.75,
0.50, or 0.25 for endogenous latent variables in the structural model can be described as substantial, moderate, or
weak, respectively (Hair, et al., 2014). For this study, the R? value of brand loyalty is 0.072; it indicates that brand
reputation, reminder strategy, ingratiation strategy, and victimage strategy can account for 7.2 percent of the
variance in brand loyalty. For brand reputation, the R? value is 0.584; it means that brand loyalty, reminder strategy,
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ingratiation strategy, and victimage strategy can account for 58.4 percent of the variance in brand reputation. The
value is classified as weak for brand loyalty and moderate for brand reputation. Table-4.5 shows the details of the R?
value of this study.

Table-4.5 R? Value

Original Sample Mean | Standard T-Statistics P- Classification
Sample (O) | (M) Deviation (|O/STDEV)) Values
(STDEV)
Loyalty 0.072 0.079 0.029 2.490 0.013 Weak
Reputation 0.584 0.588 0.036 16.073 0.000 Moderate

The next analysis is to determine the effect size of the study. The effect size (f?) analysis will evaluate the change in
R? values whether the omitted construct has a substantive impact on the endogenous constr, yhen a specific

outcome shown in Table-4.6.
Table-4.6 Effect Size

Original | Sample Standard | TS f
Sample Mean (M) | Deviation O rating
(0) (STDEV)
Loyalty -> Reputation 1.248 1.270 0.205 0.000 | Large
Rebranding -> Loyalty 0.078 0.086 0.035 227 0.026 | Small
Rebranding -> Reputation 0.006 0.011 0.012 0.538 0.591 | Small

es&nt is an indicator of the model's
more than zero for a certain reflective
endogenous latent variable specify the path medel i the particular construct. The outcome of
this study with the Q? value is 0.048for bran
that the model has adequate prediction g y.

The next analysis is to examine the predictive relevanc

vance Q
SSO Q? (=1-SSE/SSO)
Loyalty 2,557.767 0.048
Rebranding 3,072.000
Reputation 1,490.773 0.353

4.4 Hypothesis Testin

To examine hypothesi f method can be used. The first is base on the path coefficient which closes to +1
is a strong positi i i
evaluated the t value. t value is greater than the critical value, the coefficient is significant at certain error
probability, critical value for the two-tailed test are 1.65 (significance level = 10%), 1.96

asin Tab
Table-4.8 Hypotheses Testing

Hypothesis tionship Original | Sample Standar | T Statistics | P Result
Sample Mean d (|O/STDEV| | Values
(0) (M) Deviatio |)
n
H1 Rebranding -> 0.053 0.056 0.040 1.318 | 0.188 Not
Reputation Support
H2 Rebranding -> Loyalty 0.268 0.275 0.052 5.152 | 0.000 | Support
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4.5 Testing of Mediating Effect

To proceed with the assessment, it is required to have a, b, ¢, and ¢' values where a, b and ¢' are calculated by
adding the mediating variable and c is the effect of dependent variable on the independent variable without adding
the mediating variable in the model (Baron & Kenny,1986). The value of variance accounted for (VAF) has been
calculated to determine the size of the indirect effect in relation to the total effect by using the formula as below:
VAF = indirect effect
Total effect
The testing of mediator-outcome is as in Table4.9 below.

Table-4.9 Mediator Test Result
Hypothesis VAF

Rebranding -> Loyalty -> Reputation 79%

5. DISCUSSION

5.1 Theoretical Contribution

The objective of this study is to identify the relationship between brand rep
overcome the brand crisis. The outcome of this study has suppekted H2 b
between rebranding to the brand loyalty. However, the findingidoes not suppo
relationship between rebranding to the brand reputation.
The role of brand loyalty as the mediator has been provedg
buffer to the negative effect of the crisis on the réputati
rebranding strategy after the brand crisis occ&d.

ion ang rebranding as the strategy to
ing the significant relationship
e H1; there is no- significant

means that the loyalty will become the
will influence the effectiveness of the

5.2 Practical Contribution ‘
The findings of this study also can be guidal ra ners in structuring the rebranding after the crisis.
Rebranding is the strategy which will help th tion to rebuild the loyalty of the customers however

rebranding is not the remedy to rebuil utation. Rebuild the tarnished reputation is crucial for
the organization and the decision ma I determine the sustainability and survival of the
organization. Therefore, this findi i to avoid make a mistake in forming the rebranding
because inappropriate rebrandi ill break the existence brand associates between consumers and the
brand.

5.3 Limitations and i r Further Study

The scope of thi ers the flight passengers in Northern Region of Malaysia. The first limitation is
the industry, the nly focused on the airline's industry. However, the brand crisis also occurs in
other indus ings of this study cannot be generalized to the other industry. Therefore, additional

her industry as well then the generalized findings can be achieved. Secondly, the
n for this study only focused in the Northern region. There are the possibility of different
if the limit of location is expanded to the whole Malaysia. Lastly, this study only focusing
on rebranding response to the brand crisis, whereas there is other strategies might relevance to increase the
reputation of the organization.

CONCLUSION

As a conclusion, this study has provided the information as has been hypothesized and has achieved the objectives.
The gathered data from flight passengers in Northern region Malaysia has been analyzed by employed PLS-SEM.
The findings showed the relationship between rebranding and the brand reputation. Also, the finding proved the
mediator effect of brand loyalty between rebranding and brand reputation. The outcome from this finding
contributes to the body of crisis management study and beneficial as a guidance to the managerial. However, there
are some limitations of the study that need further study in the future.
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