
Contents 

 
Optimising Brand Equity and Marketing 

Performance with Implications in 
Building and Evaluating A Premium 

Profit Brand Valuation Model 
 
 
 

 
 
 
 

Thesis submitted in fulfilment of the requirements of  
De Montfort University for the award of Doctor of Philosophy 

 
by 
 

Jürgen Albert R. Abele 
 
 
 
 

 
 
 
 
 
 
 

Leicester Business School, UK 
 
 
 
 
 
 
 
 

 



Contents  

 ii



Contents 

 iii  

 

Contents  

 
Contents..............................................................................................................................................iii 

List of Figures.....................................................................................................................................x 

List of Tables.....................................................................................................................................xii 

List of Abbreviations.......................................................................................................................xv 

Abstract ............................................................................................................................................xvi 

 

1 Introduction...............................................................................................................................1 

1.1 Problematic nature...................................................................................................................4 

1.2 Research questions, objective targets and tasks..................................................................7 

1.3 Relevance and benefit of this research work for literature and practice......................13 

1.4 Brand equity, brand strength, brand value, volume premium and cause-related 
 added value chain ...................................................................................................................15 

1.5 Thesis structure.......................................................................................................................16 

 

2 Literature Review...................................................................................................................20 

2.1 Definition of Brand Equity and Brand...............................................................................21 
2.1.1 Definition of Brand Equity .................................................................................................................22 
2.1.2 Brand equity, brand strength and brand value..................................................................................24 
2.1.3 Definition of the Brand .......................................................................................................................25 

2.2 The evaluation of brand equity (reasons, models and requirements) ...........................28 
2.2.1 Reasons for brand valuation ...............................................................................................................30 

2.2.1.1 Two main managerial reasons and implications for brand valuation:  (i) brand 
 management and (ii) strategic management accounting........................................ 31 

2.2.2 Categorization of brand equity approaches.......................................................................................35 
2.2.3 Consumer-based brand valuation (= brand strength).......................................................................38 

2.2.3.1 Brand building and brand management in context with brand equity................... 40 
2.2.3.2 Consumer-based brand valuation models.............................................................. 44 
2.2.3.3 Brand Strength Factors and Determinants............................................................. 50 
2.2.3.4 Brand Awareness .................................................................................................. 52 
2.2.3.5 Brand image .......................................................................................................... 53 
2.2.3.6 Brand associations................................................................................................. 54 
2.2.3.7 Perceived quality................................................................................................... 56 
2.2.3.8 Satisfaction............................................................................................................ 57 
2.2.3.9 Price premium ....................................................................................................... 57 
2.2.3.10 Brand loyalty......................................................................................................... 59 
2.2.3.11 Summary and input for the interviews ..................................................................61 

2.2.4 Financial-based brand valuation (= brand value).............................................................................63 
2.2.4.1 Requirements of a financial-based brand valuation .............................................. 63 
2.2.4.2 Financial-based brand valuation models ............................................................... 71 
2.2.4.2.4 Summary and input for the interviews ..................................................................81 

2.2.5 Combined brand valuation models....................................................................................................83 



Contents  

 iv 

2.2.5.1 The Interbrand Group brand value approach .........................................................84 
2.2.5.2 The Semion Brand Value Approach ......................................................................87 
2.2.5.3 Summary and input for the interviews ...................................................................89 

2.3 Marketing performance and its significance for brand equity ......................................90 

2.4 The benefit of value-based management and shareholder value to brand equity......92 
2.4.1 Summary and input for the interviews..............................................................................................95 

2.5 The marketing mix in context with brand equity.............................................................96 
2.5.1 The marketing mix elements and their contribution to brand equity.............................................97 
2.5.2 A critical review of the marketing mix .............................................................................................99 
2.5.3 The marketing mix from different perspectives.............................................................................101 

2.5.3.1 The marketing mix and brand equity ...................................................................101 
2.5.3.2 Marketing mix, the interface between marketing and accounting........................102 
2.5.3.3 The marketing mix, value based management and shareholder value .................103 

2.5.4 Summary and input for the interviews............................................................................................104 

2.6 The German term “controlling” in context with strat egic management accounting.....105 

2.7 Current situation of brands in the German consumer goods sector..............................107 
2.7.1 Summary and input for the interviews............................................................................................110 

2.8 Literature review, summary and conclusion...................................................................111 

 

3 Research Methodology........................................................................................................120 

3.1 Determining the research methodology ...........................................................................120 
3.1.1 Ontological assumption....................................................................................................................122 
3.1.2 Epistemological assumption.............................................................................................................123 
3.1.3 Methodological assumption.............................................................................................................126 

3.1.3.1 Quantitative Research ..........................................................................................127 
3.1.3.2 Qualitative Research ............................................................................................128 

3.1.4 The paradigm of this research work................................................................................................131 
3.1.5 Criteria for quality .............................................................................................................................133 
3.1.6 The criterion of generalizability.......................................................................................................135 
3.1.7 Qualitative research methods and techniques ................................................................................136 

3.1.7.1 Observations ........................................................................................................137 
3.1.7.2 Group Interviews and Focus Group interviews....................................................137 
3.1.7.3 Case studies..........................................................................................................138 
3.1.7.4 Interviews.............................................................................................................140 

3.2 Research design ....................................................................................................................142 

3.3 Literature review and analysis (Exploration)..................................................................146 

3.4 Data collection from practice..............................................................................................147 
3.4.1 Expert interviews...............................................................................................................................147 

3.4.1.1 Sampling ..............................................................................................................147 
3.4.1.2 The interview process ..........................................................................................150 
3.4.1.3 Data Analysis .......................................................................................................154 
3.4.1.4 Computer supported data analysis........................................................................157 

3.4.2 Test Survey: Price Premium Approach Testing “Direct survey” ................................................157 

3.5 Data sources...........................................................................................................................158 

3.6 Validity, reliability and generalization of this research work.......................................159 
3.6.1 Validity, reliability and generalization on the basis of Healy and Perry’s six quality criteria list.160 

3.6.1.1 Ontological Appropriateness................................................................................160 
3.6.1.2 Contingent Validity..............................................................................................161 



Contents 

 v 

3.6.1.3 Multiple perceptions of participants and of peer researchers .............................. 164 
3.6.1.4 Methodological trustworthiness .......................................................................... 166 
3.6.1.5 Analytic generalisation........................................................................................ 167 
3.6.1.6 Construct validity ................................................................................................ 168 

3.7 Case Study: Testing the proposed brand valuation model (Theory-testing) .......... 170 

 

4 Findings of the interviews ...................................................................................................172 

4.1 Formal prerequisites and conceptual requirements for the model............................. 174 
4.1.1 Formal requirements for the brand valuation model......................................................................174 

4.1.1.1 Objectivity........................................................................................................... 175 
4.1.1.2 “Keep it simple, but efficient and flexible”......................................................... 175 
4.1.1.3 The brand valuation model has to offer more metrics than “just” the brand value....... 176 

4.1.2 Interdisciplinary cooperation between marketing and accounting...............................................176 
4.1.3 “Framework” conditions for a modern brand valuation model....................................................178 

4.1.3.1 Shareholder value and value-based management................................................ 178 
4.1.3.2 Brand Performance System................................................................................. 179 

4.1.4 Cause-related added-value chain .....................................................................................................180 
4.1.5 Marketing Mix ...................................................................................................................................181 

4.2 Specific problems in the context of the nature of brand valuation ............................. 183 
4.2.1 Demarcation of the data to be collected for a brand value............................................................183 
4.2.2 The understanding (definition) of brand equity in practice...........................................................184 
4.2.3 Determining the necessary components for a brand valuation model.........................................185 
4.2.4 Analysis of consumer-based indicators from the managers’ perspective....................................186 

4.2.4.1 Requirements for consumer-based indicators ..................................................... 187 
4.2.4.2 The interdependences of consumer-based indicators .......................................... 189 
4.2.4.3 Brand loyalty....................................................................................................... 190 
4.2.4.4 Discussion of further consumer-based indicators................................................ 190 
4.2.4.5 Brand Trust.......................................................................................................... 191 
4.2.4.6 Perceived brand value for the cost ...................................................................... 192 
4.2.4.7 Brand familiarity ................................................................................................. 192 
4.2.4.8 Brand popularity.................................................................................................. 192 
4.2.4.9 Brand uniqueness ................................................................................................ 193 
4.2.4.10 Perceived quality and perceived benefit.............................................................. 193 
4.2.4.11 Retail based brand strength ................................................................................. 194 
4.2.4.12 Organisational associations ................................................................................. 194 
4.2.4.13 Brand sympathy .................................................................................................. 195 
4.2.4.14 Support ................................................................................................................ 195 

4.2.5 Analysis, discussion and findings of financial-based indicators in practice................................196 
4.2.5.1 Price premium ..................................................................................................... 196 
4.2.5.2 Volume premium ................................................................................................ 199 
4.2.5.3 Brand-related costs and investments ...................................................................200 
4.2.5.4 Brand extension................................................................................................... 201 

4.2.6 Consumer Behaviour.........................................................................................................................201 
4.2.7 Metrics ................................................................................................................................................202 

4.3 Generalisability of the brand valuation model ............................................................... 206 

4.4 Summary and conclusion of the interviews (field research) ........................................ 206 

 

5 The development of the proposed band valuation model..........................................212 

5.1 The developed brand valuation model: A brief overview ............................................ 214 
5.1.1 The process of the developed brand valuation model ...................................................................215 
5.1.2 The components.................................................................................................................................217 



Contents  

 vi 

5.1.3 Price premium....................................................................................................................................219 

5.2 Composition of a cause-related added-value chain........................................................220 
5.2.1 The Brand Value Chain (Keller and Lehmann, 2001)..................................................................220 

5.2.1.1 Elements of the cause-related added-value chain: marketing mix investment..............222 
5.2.1.2 Elements of the cause-related added-value chain: customer mind-set .................224 
5.2.1.3 Elements of the cause-related added-value chain: market performance ..............226 
5.2.1.4 Elements of the cause-related added-value chain: shareholder value ..................227 

5.2.2 Summary............................................................................................................................................227 

5.3 Demands of marketing performance on the brand valuation model..........................227 
5.3.1 Structure of a marketing performance system (efficiency and effectiveness)............................228 
5.3.2 Input-output-orientation of the brand valuation model .................................................................228 
5.3.3 Marketing and brand metrics ...........................................................................................................230 

5.3.3.1 Definition, aims and function of metrics..............................................................230 
5.3.3.2 Metrics for the developed brand valuation model................................................231 

5.4 The components of the brand valuation model...............................................................232 
5.4.1 Marketing mix component...............................................................................................................233 
5.4.2 Consumer-based component............................................................................................................233 
5.4.3 Financial-based component..............................................................................................................234 
5.4.4 Interaction between the consumer-based and the financial-based component...........................234 

5.5 The indicators of the consumer-based component.........................................................237 
5.5.1 The consumer decision-making process.........................................................................................237 
5.5.2 The consumer-based indicators .......................................................................................................240 

5.5.2.1 Consumer-based factors used as indicators in the brand valuation model ...................243 
5.5.2.2 Consumer-based factors not considered as indicators in the model .....................246 

5.5.3 Summary............................................................................................................................................250 

5.6 The indicators of the financial-based component of the brand valuation model...251 
5.6.1 The theoretical deduction of financial-based indicators based on the performance system.....251 
5.6.2 The theoretical deduction of financial-based indicators based on the shareholder value..........252 
5.6.3 Price Premium ...................................................................................................................................254 

5.6.3.1 Problems with the determination of the basis for the price premiums .................255 
5.6.3.2 Method for measuring consumer willingness-to-pay from the viewpoint of the 
 managers interviewed ..........................................................................................256 
5.6.3.3 An empirical study comparing methods of measuring consumers' w-t-p.............257 
5.6.3.4 Comparative product (unbranded product) ..........................................................257 
5.6.3.5 A test study considering the directly stated willingness-to-pay method to generate 
 a price premium ...................................................................................................258 
5.6.3.6 Summary..............................................................................................................263 

5.6.4 Volume Premium..............................................................................................................................265 
5.6.5 Brand-related costs, expenditures and investments.......................................................................266 

5.6.5.1 Difficulty in allocating brand-related expenditures and costs ..............................267 
5.6.5.2 Solutions for allocating brand-related costs and expenditures .............................268 
5.6.5.3 Types of brand-related costs and expenditures of the marketing mix ..................269 

5.6.6 Brand extension.................................................................................................................................269 
5.6.6.1 Summary..............................................................................................................270 

5.7 The relationships of indicators and the marketing mix elements ................................271 

5.8 Metrics for brand monitoring............................................................................................274 
5.8.1 Output-metrics...................................................................................................................................274 

5.8.1.1 Consumer-based output-metrics...........................................................................274 
5.8.1.2 Financial-based output-metrics ............................................................................275 

5.8.2 Input-metrics......................................................................................................................................275 
5.8.3 Efficiency metrics..............................................................................................................................276 
5.8.4 Overall consideration of the metrics................................................................................................276 



Contents 

 vii  

5.9 The calculation of the financial brand value................................................................... 278 
5.9.1 Determining the basis brand value...................................................................................................279 

5.9.1.1 Determining the brand free cash flow ................................................................. 280 
5.9.1.2 Forecast of future brand free cash flows ............................................................. 288 
5.9.1.3 Calculating the basis brand value........................................................................ 295 

5.9.2 Brand extension value.......................................................................................................................296 
5.9.2.1 Techniques for valuing brand extensions ............................................................ 297 
5.9.2.2 Real options analysis for valuing brand extensions............................................. 298 
5.9.2.3 Determining the brand extension value............................................................... 299 
5.9.2.4 Summary ............................................................................................................. 304 

5.10 Considering uncertainty in the brand valuation process.............................................. 305 
5.10.1 Sensitivity analyses............................................................................................................................305 
5.10.2 Risk analysis.......................................................................................................................................306 
5.10.3 Scenario analysis................................................................................................................................307 
5.10.4 Summary.............................................................................................................................................307 

 

6 Case Study..............................................................................................................................308 

6.1 Necessary preparations for the performance of the brand valuation ........................ 308 
6.1.1 Requirements of market research.....................................................................................................309 
6.1.2 Objectives of the brand valuation by the company........................................................................310 
6.1.3 Sampling methods and sampling size .............................................................................................312 

6.1.3.1 Choice of location ............................................................................................... 312 
6.1.3.2 Number of interviews (n) (sample size) .............................................................. 313 
6.1.3.3 Prerequisites of the surveyed consumers to define a price premium................... 313 
6.1.3.4 Other necessary preparations............................................................................... 314 

6.1.4 Drawing up the questionnaire for the brand valuation of the Brand A........................................314 
6.1.5 Determining brand-related costs ......................................................................................................318 

6.1.5.1 Composition of the managers involved in the valuation ..................................... 319 
6.1.5.2 Determining the planning horizon (planning periods) and the discount rate ............... 319 
6.1.5.3 Strategic planning of sales volume development ................................................ 320 
6.1.5.4 Brand-related product costs................................................................................. 321 
6.1.5.5 Brand-related personnel costs ............................................................................. 323 
6.1.5.6 Brand-related distribution costs........................................................................... 324 
6.1.5.7 Brand-related promotion costs ............................................................................ 325 
6.1.5.8 Brand-related administration costs...................................................................... 326 
6.1.5.9 Brand-related other costs..................................................................................... 326 
6.1.5.10 Brand-related investments in fixed assets ........................................................... 327 
6.1.5.11 Brand-related investments in working capital ..................................................... 327 

6.1.6 Calculation of the costs and the sales volume of the brand extension “Bio”..............................327 
6.1.6.1 Strategic planning of sales volume development ................................................ 328 
6.1.6.2 Brand-related product costs................................................................................. 328 
6.1.6.3 Brand-related personnel costs ............................................................................. 329 
6.1.6.4 Brand-related distribution costs........................................................................... 330 
6.1.6.5 Brand-related promotion costs ............................................................................ 331 
6.1.6.6 Brand-related administration costs...................................................................... 331 
6.1.6.7 Brand-related other costs..................................................................................... 331 
6.1.6.8 Brand-related investments in fixed assets ........................................................... 332 

6.1.7 Calculation of the costs and the sales volume of the brand extension variant “N-Taste” .........332 
6.1.7.1 Strategic planning of the sales volume development .......................................... 333 
6.1.7.2 Brand-related costs.............................................................................................. 333 
6.1.7.3 Brand-related investments in fixed assets ........................................................... 334 

6.1.8 Determining further parameters.......................................................................................................335 

6.2 The results of the brand valuation and their significance for the brand.................... 335 
6.2.1 Price Premium....................................................................................................................................336 



Contents  

 viii

6.2.1.1 Determining the price premium for the “BrandA” brand.....................................336 
6.2.1.2 The price premium in comparison with other brands (benchmark) .....................339 

6.2.2 Calculation of the volume premium................................................................................................340 
6.2.3 Calculation of the financial brand value of Brand A.....................................................................342 

6.2.3.1 Brand value for the Classic variant ......................................................................342 
6.2.3.2 Brand value for the “Medium” variant.................................................................344 
6.2.3.3 Brand value for the Naturell variant ....................................................................346 
6.2.3.4 Brand extension value for the “Bio” alternative ..................................................347 
6.2.3.5 Brand extension value for the N-Taste alternative ...............................................350 
6.2.3.6 Total brand value of the brand A .........................................................................353 

6.2.4 The evaluation of the individual consumer-based indicators .......................................................354 
6.2.4.1 Brand awareness ..................................................................................................354 
6.2.4.2 Brand image and associations ..............................................................................358 
6.2.4.3 Brand sympathy ...................................................................................................361 
6.2.4.4 Perceived brand quality and benefit .....................................................................363 
6.2.4.5 Brand satisfaction.................................................................................................364 
6.2.4.6 Brand loyalty........................................................................................................365 
6.2.4.7 Losses along the consumer-decision-making chain .............................................367 

6.2.5 Metrics (Brand monitoring) .............................................................................................................370 
6.2.6 Sensitivity analysis ............................................................................................................................370 

6.3 Conclusions and recommendations for the company....................................................372 

6.4 Conclusions considering methodology and research questions ...................................376 

 

7 Conclusions and recommendations..................................................................................378 

7.1 Theoretical and practical key findings, results and comparisons................................378 
7.1.1 Objectivity regarding the calculation of the financial brand value ..............................................378 
7.1.2 Interdisciplinary cooperation between marketing and strategic management accounting........379 
7.1.3 Cause-related added value chain and consumer behaviour..........................................................379 
7.1.4 The usage of the marketing mix ......................................................................................................379 
7.1.5 The usage of the premium construct ...............................................................................................380 
7.1.6 Consideration of consumer-based and financial-based aspects ...................................................381 
7.1.7 Brand monitoring ..............................................................................................................................381 
7.1.8 Brand extension value.......................................................................................................................381 

7.2 Appraisal of the proposed brand valuation model.........................................................382 
7.2.1 Advantages of the proposed brand valuation model .....................................................................382 

7.2.1.1 Considering the source of brand equity: the customer and consumer ..................382 
7.2.1.2 Differentiation between brand-related and product-related cash inflows and cash outflows 382 
7.2.1.3 Cause-related relationships between consumer-based and financial-based indicators.. 383 
7.2.1.4 Fictitious unbranded product...................................................................................383 
7.2.1.5 Combination: premium profit approach and discounted cash flow approach ..............383 

7.2.2 Limitations of the proposed brand valuation model......................................................................383 
7.2.2.1 Income approach and premium construct: subjectivity........................................384 
7.2.2.2 Sample size ..........................................................................................................384 
7.2.2.3 Determination of brand-related income ...............................................................384 
7.2.2.4 Product brands in the consumer goods sector ......................................................385 

7.2.3 Investigating whether the proposed brand valuation model meets the general requirements  
 of brand valuation approaches .........................................................................................................385 

7.3 Suggestions for future research..........................................................................................387 
7.3.1 Future research on the interaction and transformation between qualitative and quantitative 
 brand valuation ..................................................................................................................................387 
7.3.2 Future research on the brand extension value ................................................................................388 
7.3.3 Future research on the definition of brand-related costs and investments ..................................388 
7.3.4 Future research into methods of determining price and volume premium.................................388 



Contents 

 ix 

7.3.5 Future research on valuation approaches........................................................................................389 
7.3.6 Future research on consumer-based indicators...............................................................................389 

7.4 Implications for academics and managers...................................................................... 390 

 

Bibliography...................................................................................................................................392 

 

Appendix.........................................................................................................................................419 

A Interview statements ............................................................................................................420 

B List of interviewed companies (in alphabetical order)..................................................461 

C Interview Guides...................................................................................................................462 

D Questionnaire of the case study .........................................................................................467 

E Results of price premium test survey (jam and toothpaste)........................................473 

F Brand-related costs of the marketing mix.......................................................................475 

G Consumer-based output-metrics.......................................................................................478 

G.1 Brand awareness.................................................................................................................. 478 

G.2 Brand image and associations ........................................................................................... 479 

G.3 Brand sympathy................................................................................................................... 479 

G.4 Perceived quality and benefit............................................................................................. 480 

G.5 Satisfaction............................................................................................................................ 480 

G.6 Brand Loyalty ...................................................................................................................... 481 

H 17 factors for identifying transfer markets......................................................................483 

I Sensitivity analysis (overview)............................................................................................484 

J Brand equity definitions......................................................................................................485 

K Commercial brand valuation models based on the income approaches..................487 
 
 



List of Figures  

 x 

 

Figures  List of FiguresList of FiguresList of FiguresList of Figures 
 
 
Figure 1: The awareness of brand valuation models in Germany (Schimanski, 2004) ..........................5 
Figure 2: The connection of the Research Questions ...........................................................................12 
Figure 3: Research Questions in connection to the case study.............................................................12 
Figure 4: Structure of the research work..............................................................................................16 
Figure 5: The literature review development........................................................................................17 
Figure 6: Structure of the Literature Review Chapter ..........................................................................20 
Figure 7: Understanding of the terms brand equity, brand strength and brand value .........................24 
Figure 8: Added Value (De Chernatony and McDonalds (2003) .........................................................27 
Figure 9: Structure of this section ........................................................................................................29 
Figure 10: Sattler et al. (2006) reasons for brand valuation (in %).....................................................30 
Figure 11: Classification of brand equity approaches..........................................................................37 
Figure 12: The Brand Hexagon (Urde, 1999: 125) ..............................................................................42 
Figure 13: Internal and external brand building process (Urde, 2003: 1023).....................................43 
Figure 14: Aaker’s (1991: 6) Brand Equity Model...............................................................................45 
Figure 15: Dimensions of Brand Knowledge (Keller, 1998) ................................................................48 
Figure 16: Customer-based Brand Equity Pyramid (Keller, 2003: 76, 99)..........................................49 
Figure 17: The method of the new version of the Interbrand approach ...............................................86 
Figure 18: Valuation method of the Semion’s Brand Valuation Approach (Esch, 2003) .....................88 
Figure 19: Contributions of shareholder value to marketing (Lukas et al., 2005, 416) .......................94 
Figure 20: Alternative perspectives of the marketing mix (Doyle, 2003) ...........................................102 
Figure 21: The subjective-objective dimension (Burrell and Morgan, 1985: 3) ................................121 
Figure 22: Research design and research process .............................................................................143 
Figure 23: The Paradigm Model (Strauss and Corbin, 1990: 127)....................................................156 
Figure 24: Survey structure: Testing the Price Premium approach ...................................................158 
Figure 25: Realist explanation (Ackroyd, 2004: 152)...............................................................................162 
Figure 26: The episodic and expert character of the interview groups ..............................................165 
Figure 27: The connection between RQ 1 and RQ 5 and the case study ............................................170 
Figure 28: Overview of the findings of the interviews ........................................................................173 
Figure 29: Problems involved in determining the added value of a brand.........................................184 
Figure 30: Structure of Chapter 5 ......................................................................................................213 
Figure 31: Requirements of the brand valuation model .....................................................................214 
Figure 32: The proposed brand valuation model ...............................................................................215 
Figure 33: The process-based structure of the brand valuation model ..............................................216 
Figure 34: Brand Value Chain (Keller and Lehmann, 2001) .............................................................220 
Figure 35: Cause-related added value chain underlying the brand valuation model.........................221 
Figure 36: The marketing mix and its impact on the other components.............................................222 
Figure 37: Stimulus-Organism-Response Model (Bagozzi, 1986; Kotler and Bliemel, 2006)..................225 
Figure 38: The developed brand valuation model by considering brand efficiency...........................229 
Figure 39: Types of Metrics of the proposed brand valuation model .................................................232 
Figure 40: The basic structure of the brand valuation model.............................................................233 
Figure 41: The SOR Model as basis for the interaction between components ...................................235 
Figure 42: Consumer behaviour: the basis for the financial-based component .................................236 
Figure 43: Consumer behaviour as intersection.................................................................................237 
Figure 44: Consumer decision-making model (Caspar and Metzler, 2002).......................................240 
Figure 45: Consumer-based indicators of the brand valuation model ...............................................250 
Figure 46: Normal distribution and values.........................................................................................263 
Figure 47: Volume premium and price premium (Kapferer, 2008: 504)............................................266 
Figure 48: Empirically verified relationships.....................................................................................271 
Figure 49: Calculation steps of the brand value.................................................................................278 
Figure 50: Consumers’ willingness-to-pay for the unbranded and the branded product...................284 
Figure 51: Selection of interview locations ........................................................................................312 



List of Figures 

 xi 

Figure 52: Illustration of the brand A product and the unbranded product (Classic)....................... 316 
Figure 53: Illustration of the brand A product and the unbranded product (Medium) .....................316 
Figure 54: Illustration of the brand A product and the unbranded product (Naturell) ..................... 316 
Figure 55: Frequency distribution of the willingness-to-pay for the “Classic” variant.................... 337 
Figure 56: Frequency distribution of the willingness-to-pay for the “Medium” variant ..................337 
Figure 57: Frequency distribution of the willingness-to-pay for the “Naturell” variant .................. 338 
Figure 58: Volume premium “Classic” ............................................................................................. 341 
Figure 59: Volume premium “Medium”............................................................................................ 341 
Figure 60: Volume premium “Naturell”............................................................................................ 341 
Figure 61: Total brand value of the brand A ..................................................................................... 353 
Figure 62: Top-of-mind (namings) .................................................................................................... 357 
Figure 63: Items of brand personality ............................................................................................... 359 
Figure 64: Comparison of the image between BrandA and competitive brands................................ 360 
Figure 65: Differences between re-purchase rate, top-of-mind rate and attitudinal loyalty rate ...................... 366 
Figure 66: Losses along the consumer-decision-making chain ......................................................... 368 
Figure 67: Sensitivity analysis of the brand valuation of Brand A .................................................... 371 
Figure 68: Examples of display brand image of the brand and for benchmarking............................ 479 
 



List of Tables  

 xii

 

Tables List of Tables 
 
 
Table 1: German Top-10 brands 2008....................................................................................................6 
Table 2: Research Questions and benefits from the chapters .................................................................9 
Table 3: Kapferer’s (2008: 14) understanding of brand equity............................................................23 
Table 4: Overview of literature-based brand definitions......................................................................25 
Table 5: Categories and characteristics of the models.........................................................................36 
Table 6: The most frequently used consumer-based indicators ............................................................51 
Table 7: Requirements for analysing financial-based brand valuation approaches.............................69 
Table 8: Overview of quantitative brand valuation approaches discussed above ................................82 
Table 9: Overview of selected combined brand valuation models........................................................83 
Table 10: Coefficients of commercial models .......................................................................................84 
Table 11: The seven strength factors (De Chernatony and McDonald, 2003) .....................................85 
Table 12: Dimensions and factors of the Semion Brand Valuation Model (Frahm, 2004)...................87 
Table 13: Overview of Marketing Mix Elements...................................................................................98 
Table 14: Comparison of quantitative and qualitative research methods ..........................................129 
Table 15: The subjective-objective dimension of this research work..................................................131 
Table 16: Paradigms and their assumptions (Healy and Perry, 2000)...............................................132 
Table 17: Quality criteria for research within the realism paradigm (Healy and Perry, 2000).........................134 
Table 18: Strategies and methods for supporting in generalisability qualitative research ................135 
Table 19: Overview of the most common interview techniques ..........................................................140 
Table 20: Comparison of research process and sections of methodology ..........................................145 
Table 21: Companies: comparison between involvement and price...................................................149 
Table 22: Experiences of interviewed managers in brand valuation..................................................150 
Table 23: Main subjects of the interviews...........................................................................................152 
Table 24: Expert interview groups and the main emphasis of research questions .............................153 
Table 25: Overview of sources............................................................................................................159 
Table 26: Quality criteria for this research work.......................................................................................169 
Table 27: Significance of metrics in context of brand valuation and use in the company ..................203 
Table 28: Comparison between the usage of marketing metrics in Germany and UK .......................230 
Table 29: Consumer decision-making models ....................................................................................239 
Table 30: Consumer-based indicators in comparison with four criteria ............................................241 
Table 31: Fifteen possible indicators for the proposed brand valuation model .................................243 
Table 32: Selection of financial-based indicators...............................................................................252 
Table 33: Overview of instruments of consumers’ willingness-to-pay and their requirements..........................257 
Table 34: Willingness-to-pay: dictionary, branded product...............................................................260 
Table 35: Willingness-to-pay: dictionary, unbranded product (No Name) ........................................260 
Table 36: Results of price premium test survey – price premium: dictionary.....................................261 
Table 37: Overview of the price premium of all three product groups and groups of persons..........................261 
Table 38: Overview of instruments of consumers’ willingness-to-pay and requirements...................264 
Table 39: Significant Relationships between the indicators of the components .................................272 
Table 40: Qualitative output-metrics based on the six consumer-based indicators............................275 
Table 41: Overall consideration of the indicators and metrics...........................................................277 
Table 42: Calculation of the basis brand value ..................................................................................279 
Table 43: Consumers’ willingness-to-pay of the branded and unbranded product............................282 
Table 44: Willingness-to-pay for the branded product in descending order ......................................283 
Table 45: Willingness-to-pay for the unbranded product in descending order..................................283 
Table 46: Brand-related expenditures caused by the Dictionary brand .............................................287 
Table 47: Calculation of the current brand free cash flow for the brand “Dictionary” ....................288 
Table 48: Derivation of all future brand free cash flows for the “Dictionary” brand .......................291 
Table 49: Example of the direct method for determining the discount rate........................................293 
Table 50: Example of the indirect method for determining the discount rate.....................................295 
Table 51: Calculation of present value brand free cash flow for year 1 – 5...................................................295 



List of Tables 

 xiii

Table 52: Calculation of present value brand free cash flow for year 6 - 15................................................. 296 
Table 53: Calculation of the basis brand value for Dictionary brand ............................................... 296 
Table 54: Components of additive real options ................................................................................. 298 
Table 55: Defining parameters for the use of the additive real options analysis............................... 300 
Table 56: Calculating the value of the brand extension value (= call option)................................... 303 
Table 57: Total brand value of the Dictionary brand (example) ....................................................... 304 
Table 58: Steps in a Marketing Research Project (Kuß, 2007: 13) ................................................... 309 
Table 59: Trend sales volume of the variants Classic, Medium and Naturell.................................... 320 
Table 60: Brand-related product costs for the year 2008 (Source: Company research) ................... 321 
Table 61: Brand-related product costs (years 2009 – 2012) (Source: Company research) .............. 322 
Table 62: Brand-related personnel costs (years 2008–2012)( Source: Company research) ............. 323 
Table 63: Brand-related distribution costs (Listungspreis)( Source: Company research) ................ 324 
Table 64: Brand-related distribution costs (Source: Company research) ......................................... 325 
Table 65: Brand-related promotion costs (Source: Company research) ........................................... 326 
Table 66: Brand-related other costs (Source: Company research) ................................................... 327 
Table 67: Sales volume “Bio” in bottles (Source: Company research)............................................. 328 
Table 68: Brand-related product costs “Bio”(2009-2013) (Source: Company research)................. 329 
Table 69: Brand-related personnel costs “Bio” (Source: Company research) ................................. 330 
Table 70: Brand-related distribution costs “Bio”( Source: Company research) .............................. 330 
Table 71: Brand-related promotion costs “Bio”( Source: Company research) ................................ 331 
Table 72: Brand-related other costs “Bio”( Source: Company research) ........................................ 331 
Table 73: Brand-related investments in fixed assets “Bio”( Source: Company research) ................ 332 
Table 74 : Sales volume “N-Taste” in bottles (Source: Company research)..................................... 333 
Table 75: Brand related costs “N-Taste” (Source: Company research) ........................................... 333 
Table 76: Brand-related investments in fixed assets “N-Taste”( Source: Company research) .................... 335 
Table 77: Analysis scope of the individual indicators........................................................................ 336 
Table 78: Price premium of the three variants of the “BrandA” brand ............................................ 338 
Table 79: Comparison of the real sales prices with the consumers’ w-t-p ........................................ 338 
Table 80: Willingness-to-pay in comparison with other brands ........................................................ 340 
Table 81: Calculation of the volume premium for Classic, Medium and Naturell............................. 342 
Table 82: Brand value of the Classic variant..................................................................................... 343 
Table 83: Brand value of the Medium variant ................................................................................... 345 
Table 84: Brand value of the Naturell variant ................................................................................... 346 
Table 85: Brand value for the brand extension Bio ........................................................................... 348 
Table 86: Brand value for the brand extension N-Taste .................................................................... 351 
Table 87: Aided recall........................................................................................................................ 354 
Table 88: Unaided recall (Spontaneous brand awareness) ............................................................... 355 
Table 89: Top-of-mind ....................................................................................................................... 356 
Table 90: Losses between the different awareness levels................................................................... 357 
Table 91: Associations of Brand A..................................................................................................... 358 
Table 92: Losses between brand awareness and brand sympathy for the BrandA ...................................... 361 
Table 93: Brand sympathy ................................................................................................................. 362 
Table 94: Brand usage....................................................................................................................... 362 
Table 95: Losses between brand sympathy and brand usage for BrandA.......................................... 363 
Table 96: Perceived quality in comparison........................................................................................ 363 
Table 97: Perceived brand quality items for the Brand A.................................................................. 363 
Table 98: Brand satisfaction in comparison ...................................................................................... 364 
Table 99: Satisfaction items for the “BrandA” brand....................................................................... 365 
Table 100: Repeat purchase............................................................................................................... 365 
Table 101: Attitudinal loyalty ............................................................................................................ 366 
Table 102: Average loss rates and differences................................................................................... 368 
Table 103: Overview of losses according to locations....................................................................... 369 
Table 104: The connection between the results of the consumer-decision making process and the  
 consumer-based indicators................................................................................................ 370 
Table 105: Appraisal of the proposed brand valuation model........................................................... 386 
Table 106: Willingness-to-pay: jam, branded product...................................................................... 473 
Table 107: Willingness-to-pay: jam, generic (unbranded) product (No Name) ................................ 473 



List of Tables  

 xiv 

Table 108: Results of price premium test survey – price premium: jam.............................................473 
Table 109: Willingness-to-pay: tooth paste, branded product............................................................474 
Table 110: Willingness-to-pay: tooth paste, generic (unbranded) product (No Name)......................474 
Table 111: Results of price premium test survey – price premium: tooth paste .................................474 
Table 112: Synopsis of selected brand valuation definitions ..............................................................485 
Table 113: Commercial brand valuation models based on the income approaches...........................487 



List of Abbreviations 

 xv 

 

Abbreviations List of Abbreviations 
 
BDM Becker, deGroot and Marschak 

BE Brand equity 

B-to-B  Business-to-Business 

B-to-C Business-to-Consumer 

CAPM Capital Asset Pricing Model 

CB or cb Consumer-based  

CBBE Consumer-based brand equity 

cf.  Compare (Latin: confer) 

DCF Discounted cash flow 

EBIT  Earnings before Interest and Tax 

e.g.  For example, for instance (Latin: exempli gratia) 

Ed., ed. Editor / edition 

Eds.,  Editors 

et al.  and others (Latin: et alii) 

etc. et cetera 

EUR Euro 

FB or fb Financial-based  

FCF Free cash flow 

FMCG Fast-Moving Consumer Goods 

HGB  Handelsgesetzbuch (= German Commercial Code) 

Hrsg.  Herausgeber (=Editor) 

IAS  International Accounting Standard 

i.e.  That is to say, in other words (Latin: id est) 

IFRS  International Financial Reporting Standard 

IG Interview Guide 

NOPLAT Net Operating Profit Less Adjusted Taxes 

POP Point of Purchase 

POS  Point of Sale 

RQ Research Question 

SHV Shareholder Value 

USP Unique selling position or also unique selling proposition 

VBM Value-based Management 

WACC Weighted Average Cost of Capital 

WTP or wtp or w-t-p Willingness-to-pay 

WWW or www World Wide Web 



Abstract  

 xvi 

Abstract 

Brand equity is one of the most intangible and valuable asset for organisations as 
discussed within the marketing and accounting literature. Though practitioners are 
aware of the growing importance of brand equity in their organisations, they are seen 
to be reserved in their usage of brand valuation. Hence, the literature recommended 
that brand equity indicators and drivers need to be refined to the needs of practising 
managers so that they could be applied more effectively.   
 
Based on the importance of improving brand equity indicators and drivers as explained in 
the thesis’ substantive literature review and the importance of applying these within a 
practice-oriented brand equity framework the first focus of this thesis is concerned with 
examining the difference between theory and practice, in particular, what the practice-
driven reasons are and any significant variations to theory. The second focus is about 
developing solutions, based on the analysed requirements, which practitioners would 
need for a successful long-term brand valuation implementation into marketing performance 
and company valuation systems. The third focus was on the development of a brand 
valuation model to avoid a situation that the individual developed solutions could be 
ineffective and not relevant for the marketing and accounting experts because of a relevant 
but missing combination. So the aim and objectives for research was to offer the practitioners a 
feasible solution that considered the experts’ prerequisites and requirements to a high 
degree, thereby increasing the acceptance of brand valuation in practice. 
 
This thesis adopts a qualitative research approach and follows the principles of a realism 
paradigm to gain crucial information about brand equity in practice. To ensure attention to 
the requirements of quality, validity, reliability and generalisation the three field 
research methodologies were applied to enable triangulation of the data for showing 
and describing the valuation and organisational processes of a brand equity model. The first 
methodology contained 33 expert interviews in German consumer goods companies. The 
second was a small survey examining the impact of price premium and the method of data 
collection based on 60 participants. The third methodology was a case study of brand 
valuation in cooperation with a German mineral water company to further increase 
reliability and to give validity to the developed model.  
 
The findings of the field research reported in the thesis incorporated with the results 
of the literature review had a fundamental impact on the developed brand-valuation 
model. Based on the premium construct and the integration of the marketing mix, 6 
consumer-based indicators (brand awareness, image and associations, sympathy, 
perceived brand quality and benefit, satisfaction and loyalty) and 4 financial-based 
indicators (brand-related costs and investments, price premium, volume premium and 
brand extension) were arrived at. The model included considerations of the brand-
related input and output with the monetary and non-monetary added value as generated by 
the brand. The integrated brand monitoring system followed performance principles and 
the considered added-value chain followed the principles of value-based management and 
shareholder value. These factors with the use of a practice-oriented live company case 
study allowed a better integration of the model in its valuation system and a future-
oriented perspective of the brand. 
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In summary, this thesis contributes knowledge to the literature by giving deeper 
qualitative insights into the problems and requirements of brand valuation by companies 
and the solutions for companies to overcome them with a brand valuation model, in a 
symbiotic relationship. Further, there is contribution to practice in the developed 
brand valuation model, as it has incorporated within its construction, attention to details 
concerning the demands, problems and requirements of managers to a high degree. 
The model as developed in the thesis is, therefore, a valid contribution, combining 
the results of the literature review and researches with companies. 
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Chapter 1 

1 Introduction 

 

Why does a glass of Coca-Cola taste better than another cola drink? Why does the 

smoke of one cigarette taste of freedom and adventure while another tastes like a 

social gathering at home? Why are consumers prepared to pay more for Levi's than 

for other jeans made of the same material and with the same cut?  

 

In recent years, the brand in its role as a differentiating factor from the competition 

has increasingly been taking centre stage in corporate strategy (Keller, 2003). A successful 

brand affects the various internal and external stakeholders of a company (de 

Chernatony and McDonald, 2003). For consumers it creates a basis for trust and 

orientation and guides them in their purchase decision-making process (Meffert et al., 2008); 

on the finance market it stimulates the fantasies of the analysts; and among the public 

at large, it increases the social standing and acceptance of the company (Kapferer, 2008). 

Therefore, brand management has to be in a position to make a strong brand visible 

and attractive through a relevant functional and/or emotional positioning strategy 

(Kapferer, 2008). Brands must hence be seen as key strategic factors in the company’s 

success (Doyle, 2003). Through the brand, other marketing activities are determined 

via the marketing mix, which represents an important instrument for influencing and 

steering the brand (Doyle, 2003b, Keller and Lehmann, 2009). 

 

The most important assets of a company, such as brands, etc. are intangible (Sattler 

et al., 2006; Salinas and Ambler, 2009), i.e. they cannot be capitalised and do not 

appear on the balance sheet (El-Tawy and Tollington, 2008; Esch et al., 2006), even 

though they form the basis for competitive advantages and future cash flows (Ambler, 

2008; Doyle, 2003; Knowles, 2008). In a study in 2006, 62% of the entrepreneurs 

surveyed ranked the brand as one of the most important success factors for a company 

(Sattler et al., 2006). The significance of the brand in a company is also manifested 

in increased brand variety. In 2008, the number of newly registered brands had risen to 

80,772, bringing the total of registered brands in Germany to 776,628 (Göbel, 2009). 



Introduction  

 2 

This is also demonstrated by the German study from 2006, in which the estimated 

brand share comes to, on average, 67% of a company's value compared to just 56% 

in 1999 (Sattler et al., 2006). 

 

Depending on the strength of the brand, brands can generate economic added value and 

benefit for the company which can be operationalised by its influence on the company's 

key indicators (Reinecke and Tomczak, 2006; Salinas and Ambler, 2009; Knowles, 

2008; Doyle, 2003; Christodoulides and de Chernatony, 2010). A strong brand stands for 

(i) a high market share as it raises the repurchase rate (Keller, 2003); (ii) a reduction of the 

flop rate for product launches (Michael et al., 2002); (iii) a lower churn rate (Reinecke and 

Tomczak, 2006); (iv) disproportionately high growth (Meffert et al., 2008); and (v) 

improved customer acquisition (Ambler, 2003). Attractive brands also boost the sales 

development of a company as they allow price premium strategies (Doyle, 2001; Keller 

and Lehmann, 2009) and reduce customer price sensitivity (Meffert et al., 2008). A 

strong brand also helps cut costs as it leads to lower acquisition, distribution and market 

entry costs (Ambler, 2003). Successful brands thus raise the value of the company both 

directly and indirectly by generating high brand equity (Reinecke and Tomczak, 2006). 

 

This development of brand equity has aroused a great deal of interest in the last 

twenty years. The Marketing Science Institute saw brands and brand management, 

specifically the measurement of brand equity and the development of measures on 

that basis to be one of marketing's most important challenges for the years 2002 to 

2004 (Marketing Science Institute, 2002).  

 

Brand equity approaches in literature 

Numerous approaches to the measurement of brand equity and the assessment of its 

role in the marketing of name brands have appeared in literature (Leuthesser, 1988; Aaker, 

1991, 1996; Barwise, 1993; Keller, 1993, 2003; Shocker et al., 1994; Srivastava and 

Shocker, 1991; Lassar et al., 1995; Pappu et al. 2005; Yoo et al. 2000; Netemeyer et al., 

2004; Boo et al., 2009; Christodoulides and de Chernatony, 2010). The individual 

approaches are based on a wide range of variants in terms of focus, objective and occasion 

for the brand valuation and thus also in terms of the underlying valuation basis for 
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the brand equity and for the method used to obtain the determinants and factors of brand 

equity. Ambler (2003: 41) attributes this situation to the fact that “brand equity is 

such a big concept that people have difficulty describing it.” For example, one variant of 

brand equity approaches considers added value endowed by the brand name (Farquhar, 

1989) by focusing the application of momentum accounting to assess the rates of 

relevant sales and expenses over time (Farquhar and Ijiri, 1993). A further variant of 

brand valuation approaches considers brand loyalty, brand awareness, perceived quality, 

brand associations, and other proprietary brand assets (Aaker, 1991, 1996b; Yoo et al., 

2000) or the differential effect of brand knowledge on consumer response to the 

marketing of the brand (Keller, 1993, 2003) i.e. by the collection of questionnaire responses 

from undergraduate students (Aaker and Keller, 1990). Another variant of brand 

valuation approaches considers the difference between the overall brand preference 

and the multi-attributed preference based on different objectively measured attribute 

levels multiplied by self-explicated preference-structure weights (Park and Srinivasan, 1994) 

and/or applications of multi-attribute attitude models based on subjective beliefs (Ajzen 

and Fishbein, 1980). Other variants of brand valuation models are based on: overall 

quality and choice intention (Agarwal and Rao, 1996); the analysis of scanner data (Kamakura 

and Russell, 1993; Maretzki, 2001); combinations of market share data and expert 

assessments (Reddy et al., 1994); the derivation of estimates based on a firm's financial 

performance (Simon and Sullivan, 1992, 1993); the use of conjoint analysis of consumer 

preferences (Green and Srinivasan, 1990; MacLachlan and Mulhern, 1991; Rangaswamy et 

al., 1993); laboratory metrics of brand name recognition (Alba and Hutchinson, 1987); 

interviews to gauge brand strength among small samples of consumers (Smith and Parr, 

1994); identifying the price premium (Crimmins, 2000);  the consideration of brand awareness, 

brand associations, perceived quality and brand loyalty (Pappu et al., 2005); the difference 

in consumer choice between the focal branded product and an unbranded product given the 

same level of product features (Yoo, et al. 2000); the design of choice experiments to estimate 

the prices that would equalize utilities and hence market shares for all brands (Swait et al., 

1993); employing customer-based brand equity models through a scale purification process 

(Boo et al., 2009); the consideration of brand awareness, associations, perceived quality 

and loyalty (Washburn and Plank, 2002); brand loyalty, satisfaction, and reputation (de 

Chernatony et al., 2004); brand awareness perceived quality brand loyalty brand associations 
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(perceived value, brand personality, organisational associations) (Buil et al., 2008); offering 

value and relative brand importance (Shankar et al., 2008); and on product functional 

and symbolic utility and brand name functional and symbolic utility (Koçak et al., 2007). 

 

1.1 Problematic nature 

Although the authors listed above see brand equity as an essential instrument of 

brand management and urgently recommend that it be used in practice, studies show 

that the use and measurement of brand equity in practice tends to be an exception 

rather than the rule. A study from 2002 revealed that only 20% of the 419 German 

and Swiss companies surveyed used brand equity, and of those only 5% used brand 

equity as a Top 5 key figure (Reinecke and Reibstein, 2002). In a study from 2001, 

Reinecke and Tomczak (2001) determined that although 30% of the 276 companies 

surveyed used brand equity, only 9% calculated the brand equity regularly and used it 

not only for brand management but also for accounting. In 2006, only 23% of German 

companies had implemented brand equity (Sattler et al., 2006). In addition, there seemed 

to be no indication of a trend toward greater use of brand equity in practice in the 

coming years. Only 20% of the companies surveyed planned to include brand equity 

as an indicator in the coming years it had at least been 27% in 1999 (Sattler et al., 2006). 

 

This low usage of brand equity in Germany poses the question about the reasons. 

The generally accepted importance of brand equity in the success of a company 

and the decision to not actually carry out a brand valuation in practice is 

particularly conspicuous. The main argument for rejecting brand equity is the lack 

of standardisation (Christodoulides and de Chernatony, 2010; Boo et al., 2009). 

Most of the brand valuation methods listed above produce a lack of comparability 

and informative value of the figures obtained, i.e. the brand value is subjective and 

the problems involved in developing a completely objective and standardised approach 

are considerable (Göttgens, et al. 2001). Figure 1 shows a list of some of the many 

brand valuation methods offered commercially in Germany, most of which are 

unknown to most marketing managers (Schimanski, 2004). 
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Figure 1: The awareness of brand valuation models in Germany (Schimanski, 2004)  
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The Brand Valuation Forum of the German Society for Research on Brands and 

Branding (Brand Valuation Forum der Gesellschaft zur Erforschung des Markenwesens 

und des Markenverbandes) aims to standardise brand valuation practice in Germany 

and thus make the results of the various brand valuations comparable. The results of 

the “Tank AG” study carried out in 2004 (Absatzwirtschaft, 2004) illustrates the need 

for standardisation. By using some of the most important brand valuation models, the 

brand of ‘Tank AG’, a fictitious German company, was valued by a sample of companies. 

The results were as follows: Semion (EUR 173 million), BBDO Consulting GmbH/ 

Ernst & Young (EUR 386 million.), Interbrand (EUR 463 million), Pricewaterhouse 

Coopers/GfK (EUR 833 million) and, Konzept&Markt/ACNielsen (EUR 958 

million). The dubious range from EUR 173 million to EUR 958 million for the same 

brand illustrates why there is no common brand valuation model that is accepted 

and used by all companies to determine brand equity. Table 1 underlines the 

results of the study described above. In the table, the Top 10 German brands are 

valued by using the brand valuation models from Semion and Interbrand. 
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Table 1: German Top-10 brands 2008 

Semion brand€valuationa                    .  Interbrand b 
Brand Brand value (€m) Band  Brand value ($m) 
1. Mercedes 19,744 1. Mercedes 25,577 
2. BASF 19,513 2. BMW 23,298 
3. Bayer 19,064 3. SAP 12,228 
4. VW 17,075 4. Siemens 7,943 
5. Dt. Post 14,517 5. VW 7,047 
6. Dt. Telekom 14,482 6. Audi 5,408 
7. Allianz 11,925 7. Adidas 5,072 
8. BMW 10,605 8. Porsche 4,603 
9. Henkel 8,663 9. Allianz 4,033 
10. SAP 8,270 10. Nivea 3,401 
a  =  Semion brand€valuation (www.semion.com/value/value2008.html) 
b  =  Interbrand (www.interbrand.com/best_global_brands.aspx?year=2008&langid=1000) 
 

Another critical aspect in the opinion of the managers is the accounting prohibition 

of internally generated brands on the balance sheet (Esch et al., 2006, Ambler, 2008; 

Salinas and Ambler, 2009), despite the fact that for around 50% of the companies the 

inclusion of internally generated brands is a reason to calculate brand equity (Sattler 

et al., 2006). Due to the accounting prohibition for internally generated brands, at 

least every second company is interested in reporting on the brand value of home 

grown brands in the management report or in supplementary capital market information. 

 

The reason for the accounting prohibition of internally generated brands on the balance 

sheet is the lack of objectivity and the high degree of subjectivity in the calculation 

of a monetary brand value (El-Tawy and Tollington, 2008) inherent in the models 

currently available, such as Interbrand (Frahm, 2004) or Semion (Esch, 2003). This aspect 

caused a great deal of uncertainty in the companies and resulted in them taking a waiting 

stance until such a model has been developed, is recommended or brand valuation is 

imposed by law (El-Tawy and Tollington, 2008) as the implementation of brand valuation 

models and the calculation of brand equity is costly and time-consuming (Knowles, 

2008). Today, this argument of high costs and effort has become an increasingly important 

impediment, and 56% of the companies (compared to 48% in 1999) mentioned the time 

and money involved as a reason for not carrying out a brand valuation (Sattler et al., 

2006). On top of this, the brand valuation models currently available do not offer 
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transparency regarding the way the brand value is generated (Esch, 2003; 

Frahm, 2004; Kapferer, 2008). This would, however, be important for internal 

company purposes, e.g. strategic management accounting, in order, to be able to 

interpret the brand value as a basis for recommendations to brand management, 

marketing management and top management (Ambler, 2008). 

 

1.2 Research questions, objective targets and tasks  

With regard to the problem that brand valuation is not widely accepted in practice 

and thus in the company, the tasks of this research work are: 

(1) the qualitative analysis of the current situation of brand valuation of brand 

manufacturers in the consumer goods sector, and 

(2) the implementation and integration of the qualitative results in the brand 

equity construct  

with the objective target of developing a brand valuation model for product brands from 

the consumer goods sector and to encourage managers to accept the brand equity 

construct. Based on the issues presented above and the resulting tasks and objectives, 

the main research objective is to explore a brand valuation model which considers 

not only theoretical requirements but also those from marketing practice. Therefore, 

the underlying research problem is divided into the following seven research 

questions: what are the reasons for the lack of acceptance of brand valuation in 

practice and what possible solutions can help solve this problem? So far, the 

academic contribution to this specific problem is rather limited.  

Research Question 1: Lack of acceptance: What are the current reasons for the lack 

of acceptance by practitioners? 

 

This thesis focuses on product brands from the consumer goods market, in particular 

the German one. The consumer goods market is characterised by numerous and very 

different sub-branches, trends like “Geiz ist geil” (a German motto meaning stinginess is 

cool) (Bridges et al., 2007), increase market shares of cheaper private label products, 

augments price pressure and cost reduction, etc. Thus, it is important to analyse the 

relevant factors and limitations of brand valuation in the consumer goods sector, 

which also support strategic brand planning and brand management.  
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Research Question 2: Consumer Goods market: Are specific consumer goods market 

indicators that are valid for all sub-branches necessary for a brand valuation model? 

 

As previously mentioned, the approach of brand valuation has been discussed for more 

than thirty years. Hence, there is a wide range of brand valuation models in literature and 

practice, but no model completely meets the requirements of the practitioners.  

Research Question 3: Brand valuation requirements and key factor drivers: What 

are the requirements and key factors that drive a brand valuation model and that are 

particularly important and relevant to the experts in practice?  

 

Commercially offered brand valuation models provide solutions that attempt to 

combine financial-based and consumer-based aspects and values. All these models 

have the limitation of insufficient transparency and high subjectivity during the 

transformation process from non-monetary to monetary values. These limitations are 

important in consideration of financial accounting and company valuation.  

Research Question 4: Cause-related added value chain: How can an added value 

chain in a cause-related relationship be integrated into the brand valuation model to 

avoid the limitations of insufficient transparency and high subjectivity during the 

transformation of values? 

 

One research objective is the development of a brand valuation model for product 

brands from the consumer goods sector, which encourages managers to accept the 

brand equity construct. Therefore, the various requirements expressed in the 

interviews must be considered. 

Research Question 5: Brand valuation model: How can all the requirements from 

the companies surveyed be integrated into the development of a modern, future-

orientated and in particular for experts in practice, relevant brand valuation model? 

 

More and more companies have started launching new products via their existing 

brands through brand extension.  

Research Question 6: Brand extension potential: How can such a brand extension 

potential inherent in the brand be considered in brand valuation? 
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A single calculated monetary brand value is no longer sufficient in a modern company 

valuation system. Accounting and marketing need further metrics to be able to 

interpret, manage, and forecast brand value. Thus, it is necessary to implement a 

brand monitoring system that is based on a brand value. This also makes it possible 

to give an account of the brand. 

Research Question 7: Brand monitoring system: How can a brand monitoring 

system be integrated as a link between the brand valuation model, company 

valuation systems and performance systems? 

 

Table 2 shows the relationships between the chapters and sections and demonstrates 

their benefits and results for the research questions mentioned above. 

  

Table 2: Research Questions and benefits from the chapters 

Research question Benefits 

Research Question 1: 

Lack of acceptance 

and reasons 

Sections 2.2.2, 2.2.3, 2.2.4 and 2.2.5 analyse the different 

brand valuation categories, the reasons and particularly the 

requirements for brand valuation. At the same time, these 

results reveal the reasons for the lack of acceptance of the 

construct of brand equity and brand valuation in practice. 

Sections 4.1.1, 4.1.2, and 4.2 discuss this topic from the 

perspective of the managers interviewed.  

Research Question 2: 

Specific consumer 

goods market 

indicators 

Section 2.7 shows the current situation of the brand in the 

consumer goods markets and analyses the current specific 

consumer goods market indicators. Section 4.3 reveals the 

extent to which the managers interviewed require these 

specific consumer goods market indicators in connection 

with the brand valuation.  
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Research question Benefits 

Research Question 3: 

Brand valuation 

requirements and  

key factor drivers 

This research question contains several aspects. On the one 

hand, the requirements of brand valuation need to be discussed 

(see Section 2.2.1), on the other hand, the existing brand 

valuation models (financial-based models see Section 2.2.4, 

consumer-based models see Section 2.2.3, and combined 

models see Section 2.2.5), as well as the “framework” for brand 

valuation within the company (see Section 2.2.1.1.2), which 

were demanded by the managers interviewed (see Sections 

4.1.2, 4.1.4, 4.1.5, and 4.1.1) need to be analysed. To indicate 

the relevance of the indicators of the brand valuation model, 

Section 2.2.3.1 analyses the topic of brand building and brand 

management and the elements used by brand management for 

brand building. 

Research Question 4: 

Cause-related added 

value chain 

This research question was formulated on the findings of 

the interviews (i) to identify and meet expectations of 

modern company valuation approaches, and (ii) to meet the 

demands of the managers interviewed (see Section 4.1.4). 

Therefore, the literature review had to demonstrate the 

requirements and the connections between the individual parts, 

i.e. the marketing performance system (see Section 2.3), 

shareholder value, and value-based management (see 

Section 2.4), which are all based on the principles of an added 

value chain. Additionally, Section 5.2 showed further insights 

into the realisation and implementation of a cause-related 

added value chain into the developed brand valuation model. 
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Research question Benefits 

Research Question 5: 

Development of a  

brand valuation model 

Research Question 5 is based on both the findings of the expert 

interviews and the results of the literature review including the 

Research Questions above and below. Chapter 5 deals with the 

development and realisation of a brand valuation model. 

Further parts had to be considered in detail during the 

development of the brand valuation model, i.e. the marketing 

mix (see Sections 2.5, 4.1.5, and 5.2.1.1), the construct of 

consumer behaviour (see Section 5.2.1.2.2), the implementation 

of the cause-related added value chain, the consumer-based 

component including its indicators (see Sections 5.4.2 and 5.5) 

and the financial-based component with indicators (see Section 

5.4.3 and 5.6). For this implementation, the specific findings of 

Chapter 4 were necessary, as well as the consideration of 

questions on risk and uncertainty management (see Section 5.10). 

Research Question 6: 

Brand extension 

potential 

Research Question 6 was the result of the demands of the 

managers interviewed (see Section 4.2.5.4). Because of the 

complexity, on the one hand, and low experiences in practice 

and in literature, on the other hand, the topic of brand extension 

within brand valuation has been given special attention in 

Section 5.9.2. This also helps to find an appropriate solution 

that meets all the requirements of a brand valuation model. 

Research Question 7: 

Brand monitoring 

system 

Research Question 7 is also the result of the demands of 

the managers interviewed. They need a system to be able to 

manage the brand value. This topic was considered in the 

Sections 4.2.7, 5.3.3, and 5.8. 

 

All research questions have specific characteristics. They are all interrelated with the main 

aim of supporting the development of a brand valuation model. Figure 2 shows in detail 

the relationships between the research questions. 
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Figure 2: The connection of the Research Questions 

RQ 1: Lack of acceptance

RQ 2: Specific consumer 
goods market indicators

RQ 3: Brand valuation 
requirements and 
key factor drivers

RQ 4: Cause-related
added value chain

RQ 5:
Brand valuation model

RQ 7: Brand monitoring
system

RQ 6: Brand extension
potential

 

 

The case study was carried out for two important reasons. Firstly, to verify and prove 

the developed brand valuation model, the second reason was to test the suitability of 

the developed brand valuation model in practice, including the choice of methodology. 

Thus, Research Questions 1 and 5 have a specific main emphasis. The other research 

questions have a more indirect character (see Figure 3). 

 

Figure 3: Research Questions in connection to the case study 

RQ 1: Lack of acceptance

RQ 5:
Brand valuation model

RQ 2: Specific consumer 
goods market indicators

RQ 3: Brand valuation 
requirements and 
key factor drivers

RQ 4: Cause-related
added value chain

RQ 7: Brand monitoring
system

RQ 6: Brand extension
potential

Case study
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1.3 Relevance and benefit of this research work for literature and practice 

Based on the problem described in Sections 1.1and 1.2, the relevance and reason for 

this research work are derived from the general economic importance of the brand 

equity recognised by practitioners and literature. Due to the analysis of the lack of 

literature about the problems of brand valuation in practice, it is all the more 

important to undertake further research in analysing the actual reasons and possible 

solutions to overcome this lack with the goal of persuading the companies to use the 

construct of brand equity and valuation. A large number of different brand valuation 

approaches was found in the literature, as well as all the approaches offered commercially, 

predominantly by advertising agencies. Unfortunately, none of the developed models 

were able to persuade the practitioners in the companies to use them and thus, to help 

them to become more widely accepted. 

 

This research work assumes that a large amount of unexploited economic potential 

for brands and thus brand valuation is already to be found in small and middle 

sized German companies (Göbel, 2009). However, these companies are affected by 

problems e.g. low budget and possible high uncertainty of the brand valuation results 

combined with the lack of integration possibilities into the company valuation system 

and accounting and/or marketing performance system. Additional deterrents are 

uncertainty about the recognition of the financial brand value on the balance sheet and 

thus of the brand valuation approach(es), the company’s dependence on third parties, 

e.g. agencies when using commercially offered approaches to value brands, the lack of 

consideration of marketing accounting aspects in the offered approaches, etc.  

 

The results of this research show that literature made several demands concerning the 

requirements of brand equity and brand valuation, which were also partly concurrent 

with the analysed demands and requirements of the managers interviewed, but have, as yet 

not been sufficiently considered and integrated into the development of brand valuation 

approaches and, in the case of new developments, not sufficiently examined in terms 

of relevance to practitioners and practice, with the result that such developments 

do not support the managers’ acceptance of brand valuation.  
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The main task of this research work was the analysis of the subject of brand equity 

and brand valuation in view of the relevance of problems and demands which arise 

from the brand valuation in practice and the (further) development of a brand 

valuation model based on the results and suggested by interviews with industry experts. 

 

This research work makes a contribution to literature and practice. The contribution 

to literature is (i) a further qualitative analysis of the current situation of brand valuation in 

practice in Germany and (ii) how practitioners try to solve possible problems and 

limitations analysed and derived from literature and their relevance in practice,  e.g. 

to generate a financial brand value. Finally, the main contribution to literature is the 

developed and proposed brand valuation model based on the results of this research work. 

 

This research work tried to use the results of literature and the findings in a symbiotic 

relationship. E.g. the development of the, in literature, controversially discussed 

premium profit approach in cooperation with a practice-orientated pragmatism to a 

symbiotic relationship with the representations from literature and suggestions from 

practice. Due to the cooperation of the experts it was possible to overcome the problem of 

objectivity and the comparable product in data collection. Based on these solutions 

and management’s satisfaction with these solutions, it was, e.g., possible to consider 

‘only’ the brand-related cash inflows and outflows, which was very important to the 

managers interviewed. The development, based on the managers’ demand for a stringent 

cause-related added value chain, was only possible in combination with solutions 

based on literature. The consideration of a cause-related added value chain reduced 

the problem of subjective transformations of non-monetary values into monetary 

values, which were not accepted by the managers.  

 

The contribution to practice is the developed brand valuation model, which considered 

the demands, problems and requirements of the managers to a high degree. Based on 

this consideration, the developed model enables the practitioners to move to a brand 

valuation. For example, it allows a flexible and company-independent use of the model 

based on the integration of the marketing mix and is branch independent, but with 

brand-relevant and brand-related consumer-based and financial-based indicators. The 



Introduction 

 15 

principles of a performance system and the shareholder value and value-based input-

output orientated brand monitoring system help the manager to  

(i) interpret the brand value,  

(ii) support marketing and accounting management in their future brand planning and 

(iii) control the brand in an efficient and effective way without it being a stand-alone 

solution. Additionally, this brand valuation model allows a low budget e.g. in small 

or medium-sized companies and enables the introduction of the construct of brand 

valuation into companies with a high brand potential. 

 

1.4 Brand equity, brand strength, brand value, volume premium and cause-

related added value chain 

This thesis distinguishes between brand equity, brand strength and brand value. 

According to Srivastava and Shocker (1991), brand equity, is defined as the added 

value with which a given brand endows a product (Farquhar, 1989) and consists of 

two multi-dimensional constructs. The first construct is the brand strength, which is 

the basis for the brand value (Srivastava and Shocker, 1991). It is a measure of the strength 

of consumers’ attachment to a brand (Feldwick, 1996). Sometimes brand strength is also 

called consumer-based brand equity (Keller, 2003). The developed brand valuation 

model considers the brand strength with its consumer-based component. The second construct 

is the brand value, which “is the financial outcome of management’s ability to leverage 

brand strength via tactical and strategic actions in providing superior current and 

future profits and lowered risks” (Srivastava and Shocker, 1991). The developed 

brand valuation model considers the brand value with its financial-based component. 

 

Volume premium is the part of sales volume which is exclusively generated by the 

brand and is affected by the premium charged from the consumer (Kapferer, 2008) 

and is one of the financial-based indicators of the proposed brand valuation. 

 

The cause-related added value chain developed for the proposed brand valuation 

model includes the assumptions of Keller and Lehmann’s (2001) Brand Value Chain 

and describes the development stages and elements of the generation of the added 

value of a brand (see Figure 35 on page 221). The elements of the developed added-
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value chain all have a cause-related relationship. The developed chain was the 

basis for the proposed brand valuation model. 

 

 

1.5 Thesis structure  

The structure of this research work is, as shown in Figure 4, divided into seven chapters.  

 

Figure 4: Structure of the research work 

Chapter 1
Introduction, research questions

Chapter 2
Literature Review

Chapter 3
Methodology

Chapter 4
Findings of expert interviews

Chapter 5
Development of practice-orientated band valuation model

2.1

Definitions

(Brand equity
&

Brand)

2.2

Brand 
valuation
(Reasons, 

categorization,
requirements, 
approaches,

brand 
management)

2.7

The brand in
the current 

German
Consumer 

Goods 
industry 

Chapter 6
Case study (based on the developed model)

Chapter 7
Conclusions and recommendations

2.5

Marketing 
Mix

2.3, 2.4 & 2.6

Framework for 
brand valuation

(Performance 
systems, 

value-based
management

shareholder value, 
accounting)

 

 

Chapter 1 introduces the reader to the research work. The introduction explains the 

relevance of brand equity to a company, how the company benefits from it, which 

problems can arise in practice and, finally, the reasons for doing this research.  

 

Chapter 2 contains the literature review . The literature review of this research 

work is characterised by two developments and the progression of literature in 

combination with the interview phases shown in Figure 5 below. 
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Figure 5: The literature review development 

First part of literature review:
• Brand valuation (definition; requirements; financial-based, 

consumer-based and combined brand valuation) 
• Brand (definition and function)
• Brand management & brand building (models and processes)

First interview phase
(3 interviews)

Second part of literature review:
• Marketing performance management
• Strategic management accounting
• Value-based management
• Shareholder value
• Marketing Mix

Second interview phase
(30 interviews)

 

 

The focus of the first part  of the literature review is on the definitions and requirements of 

brands, brand equity and different brand valuation models. The latter is clustered in 

financial-based brand valuation models, consumer-based brand valuation models and 

combined brand valuation models. Additionally, the literature review considers the 

processes of brand building and brand management. With the outcome of this literature 

review, the first phase of the interviews was carried out. The results of the three interviews 

required a second part of the literature review to elaborate on marketing performance, 

management accounting, value-based management, shareholder value and the marketing 

mix. This second part was also important to find detailed solutions and processes, which 

according to the managers are essential to a brand valuation model in practice. Finally a 

market analysis, which considers the current situation of manufacturer brands in the 

German consumer goods sector.  

 

Chapter 3 describes the methodology chosen for this research work. In consideration of 

the ontological, epistemological and methodological assumptions of this research 

work and its subjects, tasks and aims the research work is a realism paradigm 

qualitative-orientated research work. The central focus of this research work is to analyse 

and consider the reasons and requirements from marketing accounting practitioners at a 

high level to improve the acceptance of the construct of brand valuation in practice, also 

including the results of the literature review. This qualitative research contains thirty-

three in-depth expert interviews carried out in two phases with thirty marketing and 
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brand managers and three strategic management accounting managers in thirty German 

consumer goods companies. All participating companies and managers were selected due 

to the specific requirements which the company and the managers had to meet. All 

expert interviews, as a special form of semi-structured interview (Flick, 2006), were 

carried out using the semi-structured interview technique, with interview guides being 

updated from interview to interview. Finally, the data was fully transcribed and 

analysed through NVivo software.  

 

To ensure the validity, reliability and generalization of this qualitative research work, 

based on Healy and Perry’s (2000) quality list a certain triangulation  was needed.  

Thus, a small “ price premium test survey”  was carried out to get more information 

about the price premium construct in combination with the use of a direct survey 

approach. This was important to the researcher in order to gain further understanding of 

this combination. In total, sixty consumers clustered in three groups had to state their 

willingness-to-pay for three branded products and their equivalent unbranded products. 

Finally, this research work contains a case study which was carried out with a brand 

manufacturer operating in the mineral water sector. This case study was carried out to 

check and prove the validity of the developed brand valuation model and additionally 

to provide interested managers with information about the developed model.  

 

Chapter 4 shows the findings of the thirty-three in-depth expert interviews, which 

are of great importance to this research work due to their practice orientation. It is the 

aim of this thesis to consider the requirements of practitioners to a high level. These 

findings contain formal aspects and requirements of a brand valuation model as well 

as aspects in terms of the content. The findings also show the elements which are essential 

to meeting the demands of the company’s valuation systems, and the requirements set by 

accounting.  

 

Chapter 5 deals with the development of the brand valuation model. The outcome 

of the literature review and the findings of the interviews were used for development, 

in a mutually supportive way. This chapter describes the development procedure, i.e. 

the way the marketing mix is implemented in the model and the consideration of the 
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cause-related added value chain, value based management and the shareholder value. 

Furthermore, this chapter explains the development of the components and the 

indicators of the model and the use of the metrics. The chapter concludes with the 

explanation of the calculation of the financial brand value and offers solutions for 

considering the uncertainty in the brand valuation process. 

 

Chapter 6 provides the reader with a case study based on the developed brand 

valuation model. The case study was carried out in cooperation with a company 

operating in the mineral water sector. It describes the process of the brand valuation, 

the preparation, the consumer-based and financial-based analysis of the brand 

valuation, and the recommendations to the brand valued. 

 

Finally, Chapter 7 contains the overall conclusions and recommendations of the 

developed brand valuation model, including future research recommendations and 

recommendations to business and academia. 
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CHAPTER 2 

2 Literature Review 

This literature review chapter looks at those topics which form a decisive focus of 

this thesis. On the one hand, these topics resulted from the topic brand valuation itself, 

and, on the other hand, from the findings derived from the interviews held (see Chapter 4) 

with experienced marketing managers and accounting managers (see Figure 6). The 

aim of the literature review was to analyse the subject of brand equity and to find 

results and critical questions as the basis for the interviews and to find answers for the 

Research Questions (RQ) of this research work. The reasons for the ‘lack of acceptance’ 

of the brand valuation construct in practice (see RQ 1), the requirements for brand 

valuation and key factor drivers (see RQ 3), the analysis of essential parts and 

requirements for the development of a ‘cause-related added value chain’ (see RQ 4), 

and finally the investigation of the literature to prove that the results can serve as a basis 

for the development of the brand valuation model (see RQ 5) were the main topics.  

 

Figure 6: Structure of the Literature Review Chapter 
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Section 2.1 deals with the definition  of brand equity and the nature of the brand as a 

fundamental element of brand equity. This includes a closer look at the definition of 

brand and the function of a brand. 

 

Section 2.2 examines brand valuation in the narrower sense and its requirements. 

The focus here is on the identification of prerequisites for a brand valuation and an 
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analysis of existing brand valuation models. The analysis of existing brand valuation 

models considers all three types (consumer-based brand valuation models, financial-

based brand valuation models and models which are a combination of both). The 

requirements for brand valuation contain the consideration of features of brand 

management and brand building (Section 2.2.3.1) with a view to ultimately raising 

brand equity, its indicators and drivers.  

 

Further essential elements of a valuation system are discussed within the literature 

review e.g. marketing performance systems in Section 2.3 and value-based 

management and shareholder value in Section 2.4. 

 

Section 2.5 presents the marketing mix. The marketing mix gains an important role 

in considering the requirements found in this thesis. This includes a discussion of the 

strengths and weaknesses of the marketing mix, the composition of the individual 

elements and the relationship to the brand equity. 

 

Section 2.6 aims to give a definition of the information with an understanding of the 

principles of German literature on the term “controlling”  and the comparison with 

British company functions. 

 

Finally, Section 2.7 takes a look at the current situation of the brand in the analysed 

consumer goods sector and possible influences and drivers on brand equity which 

can arise from this sector.  

 

 

2.1 Definition of Brand Equity and Brand 

This section discusses the definition of brand equity (see Section 2.1.1 and 2.1.2) and 

brand (see Section 2.1.3) respectively. The definition of brand is particularly important as 

it is the basis of brand valuation. 
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2.1.1 Definition of Brand Equity 

The definition of brand equity is very significant as authors considered in this literature 

review had formulation difficulties due to its complexity. This explains the numerous 

brand valuation models and definitions in marketing literature. Ambler (2003: 41) 

attributed this situation to the fact that “brand equity is such a big concept that people 

have difficulty describing it.” Thus, there is no literary consensus concerning the exact 

meaning of brand equity (Christodoulides and de Chernatony, 2004) or at the conceptual 

level (Wright et al., 2007). Table 112 on page 485 shows a large selection of brand equity 

definitions, which contribute to identifying the problem areas of brand valuation.  

 

The definition of brand equity depends on what perspectives authors take and on the 

purpose for the brand valuation. Similar to Farquhar’s (1989) definition, authors, e.g. 

Aaker (1991), Keller (1993, 2003), Srinivasan (1979), Srivastava and Shocker (1991), and 

Yoo and Donthu (2001), follow the basic idea of added value and its sources, i.e. the 

value the brand transfers to the product, within their definitions of brand equity. 

 

Feldwick (1996) simplifies the variety of approaches by providing a classification 

of the different meanings of brand equity which allows the consideration of the 

added value of a brand from three different perspectives. The first classification, 

“the total value of a brand as a separable asset - when it is sold, or included on a 

balance sheet”, is often called brand valuation or brand value (Kapferer, 2008, 14), 

which is generally adopted by financial accountants. The second, “a measure of the 

strength of consumers' attachment to a brand”, usually known as brand strength, is a 

term often used by other authors, such as Ambler (2003) and Keller (2003). 

Feldwick’s (1996, 89) third classification is the “description of the associations and 

beliefs the consumer has about the brand”, which other authors (e.g. Aaker, 1996; 

Yoo et al., 2000; Ambler, 2003; Keller, 2003) see as part of the second classification. 

 

Srivastava and Shocker (1991, 9) divided brand equity in two classifications; brand 

strength and brand value. The former is defined as “the set of associations and 

behaviours on the part of a brand’s customers (…) that permits the brand to enjoy 

sustainable and differentiated competitive advantages.” Through management’s 
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ability to leverage this brand strength via tactical and strategic actions, brand value is 

created based on “the aggregation of all accumulated attitudes and behaviour patterns in 

the extended minds of consumers” and these should grow future profits and longer 

term cash flow. This definition of brand equity distinguishes brand asset from its 

valuation, and falls into Feldwick's (1996) brand strength category. Keller (2003) 

also favours the consumer-based brand strength approach to brand equity and suggests 

that brand equity represents a condition in which the consumer is familiar with the 

brand and recalls favourable, strong and unique brand associations. Kapferer (2008: 14) 

see the “domain” brand equity not only as a kind of classification but also as a flow from 

brand assets (e.g. brand awareness, reputation, perceived brand values, etc.) to brand 

value via brand strength. Table 3 shows Kapferer’s (2008) understanding of brand equity. 

 

Table 3: Kapferer’s (2008: 14) understanding of brand equity 

Brand assets Brand strength Brand value 
Brand awareness 
Brand reputation (attributes, 
benefits, competence, know-
how, etc.) 
Perceived brand personality 
Perceived brand values 
Reflected customer imagery 
Brand preference or attachment 
Patents and rights 

Market share 
Market leadership 
Market penetration 
Share of requirements 
Growth rate 
Loyalty rate 
Price premium 
Percentage of products the 
trade cannot delist 

Net discounted cash flow 
attributable to the brand 
after paying the cost of 
capital invested to produce 
and run the business and 
the cost of marketing 

 

In Kapferer’s (2008) opinion, brand strength is the outcome of brand assets. Brand 

assets are the source of influence of the brand, while brand strength is the result of 

these assets. Brand strength is the ‘brand equity outcome’ and is captured by behavioural 

competitive indicators. Finally, brand value is the “ability of brands to deliver profits”, 

thus brand value is the profit potential of the brand assets, mediated by brand strength 

while all classifications stand in an indirect but a conditional consequence. 

 

Summary 

To summarise, a common denominator of all these definitions is their attempt to 

indicate, more or less successfully, the total effect of a brand. Additionally, authors 

such as Farquhar (1989), Park and Srinivasan (1994), and Erichson and Meretzki 
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(1999) imply the separation of product effects and brand effects and emphasise this 

in the process of calculation, measurement and generation of brand equity. Farquhar 

(1989), Park and Srinivasan (1994), and Erichson and Meretzki (1999) imply the 

separation of product effects and brand effects. Srivastava and Shocker (1991) and 

Simon and Sullivan (1993) recommend a more formal financial-based definition 

related to a long-term oriented cash flow whereas other definitions, such as those by 

Aaker (1991, 1996) and Keller (2003), tend to be more consumer-based. 

 

All these definitions describe parts of brand equity, but mostly do not consider the 

complete construct of brand equity. This may be a result of the big concept of brand 

equity (Ambler, 2003). Bearing in mind my selected definition of a brand (see 

Section 2.1.3), which highlights the added value of a brand, Farquhar’s (1989: 24) 

brand equity definition will transfer the idea of the brand’s added value in a consequent 

way to brand equity: “…define brand equity as the added value with which a given 

brand endows a product” . This definition does not emphasise how to generate brand 

equity and thus allows the author of this thesis to be free in his decision to develop a way 

to generate brand equity so that the added value of the brand can be analysed. 

 

2.1.2 Brand equity, brand strength and brand value 

To avoid possible terminology misunderstandings, the use of brand equity, brand 

strength and brand value in the following chapters are illustrated in Figure 7 below.  

 

Figure 7: Understanding of the terms brand equity, brand strength and brand value 

Brand strength

consumer-based
(qualitative)

Brand value

financial-based
(quantitative)

Brand equity
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As mentioned in the previous section, Feldwick (1996), Srivastava and Shocker 

(1991) and Kapferer (2008), see brand equity as a simplified multi-dimensional 

construct, which includes, on the one hand, brand strength or consumer-based brand 

equity, and, on the other hand, brand value or financial-based brand equity. In this 

thesis, brand strength is a measure of the strength of consumers' minds and attachment 

(e.g. brand’s customers associations and behaviours) to a brand which assists the 

brand management in further developing their brand in terms of value-based 

management. Brand value contains the financial monetary outcome of the brand. 

 

2.1.3 Definition of the Brand 

De Chernatony and McWilliam (1989: 339) conclude that “with the current interest 

in valuing brands, it is essential that any technique takes into account how the term 

brand is interpreted, since there are differing views about the meaning of brands”. 

This statement refers to the numerous brand definitions found in literature and how 

academics and practitioners understand the concept will have a certain impact on the 

design of brand evaluation methods, processes and their application. De Chernatony 

and Dall’Olmo Riley (1998; de Chernatony, 2003) published a detailed content analysis 

which identified twelve main brand elements clearly reflecting the myriad of brand 

definitions in literature. These brand elements consider brands as: 

 

Table 4: Overview of literature-based brand definitions 

Brand as … Description 
a legal instrument Brand as a symbol to mark ownership  
a logo “A name, sign, symbol or design, or a combination of them, 

intended to identify the goods or services of one seller or 
group of sellers and to differentiate them from those of 
competitors” (American Marketing Association (1960). 

a company The company is to be understood as a brand, product brands 
are based on the corporate brand. 

a shorthand Brand supports e.g. the consumer in their decision-making  
a risk reducer Brand reduces the consumer’s perceived risk  
an identity system Brand or brand identity as a holistic structure of six related aspects: 

composition, personality, culture, relationship to the consumer, 
spontaneous allocation, vision (Kapferer, 1992, 2008). 
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Brand as … Description 
an image in 
consumers’ minds 

“Brands are consumer images of the product’s functional and 
psychological attributes” (Martineau, 1959: 50) 

a value system Brand is a set of relevant values for the consumers (Seth et al., 1991) 
a personality “A brand’s personality can be defined as the set of human 

characteristics associated with a given brand” (Aaker, 1996: 141) 
a relationship Brand as expression of a relationship between the branded 

product and consumers. 
adding value Brand and the branded product as an added value (de 

Chernatony and McDonald, 2003) 
an evolving entity Brand as a part or stage in the development process from 

“commodity” to “reference” for a certain product category. 
 

The twelve brand elements are not entirely mutually exclusive, but represent a clear 

categorisation of the most important brand definitions. The brand exists mainly by 

virtue of a continuous process in which the values and expectations of the brand are 

set, enacted by the company and interpreted and redefined by the consumers (de 

Chernatony, 2003). 

 

To select the appropriate definition of a brand to support this research work, it was 

necessary to consider the definition of brand equity. The researcher chose a brand 

equity definition which follows the idea of “added value”. The idea and notion of 

“added value” can be found in many contexts; in economics as the added value chain 

(Durand, 1993), in consumer behaviour as added subjective meaning of products 

beyond functional characteristics (Hirschman and Holbrook, 1992), in finance 

(economic value added) as measure of managerial success (Ehrmann, 2004) and in 

branding as a means of differentiation by adding additional values (Aaker, 1996; 

Murphy, 1992). De Chernatony and McDonald (2003: 14) defined “added value” as 

“the difference between a brand and a commodity”, which seems to be the “product-

plus” definition, implying that a brand is something additional to a commodity product. 

More importantly, they suggest brands and added value are synonymous and state 

that “a brand is more than just the sum of its component parts. It embodies, for the 

purchaser or user, additional attributes which, while they might be considered by 

some to be ‘intangible’, are still very real.” 
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Figure 8: Added Value (De Chernatony and McDonalds (2003) 
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Furthermore de Chernatony and McDonald’s (2003) definion explained, “added values” 

are both emotional values and functional (objective) values. Only this combination 

allows organisations an optimal differentiation strategy and thus, the creation of 

added value. The added values that augment sales and differentiation of the product 

can be seen in the “product surround”, see Figure 8. The better the “product surround” 

corresponds with the core product, the more differentiation will be offered in 

comparison to the competitors (de Chernatony and McDonald, 2003: 15). 

 

Comparing added value in marketing and accounting 

Wood (1996) notes that the term and concept of “added value” is not only used in 

marketing but can also be found in economics and accounting literature. The 

understanding of added value in marketing with its understanding in accounting and 

economics, can be confusing as the way the term “added value” is used in marketing 

is incompatible with the accounting interpretation. In  accounting, added value is 

quantifiable and is defined as “the difference between sales income and bought in 

goods and services. Value added is the wealth that a firm creates by its own efforts” 

(Wood, 2000: 665; Lucey, 1985), whereas in marketing literature, added value is 

not quantifiable and is understood as a consumer benefit (de Chernatony et al. 

2000). In marketing “added value” has different definitions. Some researchers define 

added value as the positive associations, awareness, loyalty, and perceived quality of 

the brand (Aaker, 1991, 1996b); as the differential effect of brand knowledge to the 

marketing of the firm (Keller, 2003); or as the price premium that consumers are 
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willing to pay for the brand (Park and Srinivasan, 1994). To avoid inter-disciplinary 

confusion over the term “added value” and to achieve consistency and compatibility, 

Wood (2000: 665) suggested “that what marketers call added value would better be 

termed added value agents”. Added value agents are factors that create and help 

realise added value, e.g. a brand that provides sufficient benefits for the consumers to 

create purchases. To overcome incompability it is essential to recognise the derivation of 

the added value. From the marketing perspective, it is recognised that branded 

products have potential added value (Ecroyd and Lyons, 1979; Doyle, 2003; Kapferer, 

2008). This can be realised by marketing mix activities orientated towards the 

creation of added value and the management of added value agents, i.e. “the 

outcomes of which are represented by added value itself” (Wood, 2000: 665). 

 

Summary 

This work will follow the idea and definition that a brand is an added value in the 

sense of de Chernatony and McDonalds (2003) definition. As the research topic of 

this work is the development of the brand valuation model on the basis of demands, 

proposals and requirements in practice, the “added value” of a brand is precisely 

what should be ascertained with the concept of brand valuation. This definition enables 

management and the researcher to focus on additional non-functional benefits assessed by 

consumers in order to substantially increase the attractiveness of the product. Additionally, 

this definition considers the differentiation between (unbranded) products and brands 

(“added values”). This advantage will be further emphasised, in particular, by using 

Woods’ (2000) understanding of “added value”. This advantage and understanding of 

brand and added value will aid this thesis with regard to intangible assets, separation between 

product and brand, creation of price premium, flexibility and accounting requirements. 

 

 

2.2 The evaluation of brand equity (reasons, models and requirements) 

This section deals with brand valuation in a narrower sense. Besides the analysis of 

brand valuation characteristics and strengths of the individual academic-based brand 

valuation approaches, other important investigative aspects are the weaknesses and 

limitations of these models which are often responsible for the lack of acceptance in 
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practice (see RQ 1). Furthermore, this section also focuses on the topics of RQ 3, i.e. 

the identification of brand valuation requirements and key factor drivers. The 

structure of this section is as follows:  

 

Figure 9: Structure of this section 
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Section 2.2.1 shows the reasons for carrying out a brand valuation in a company and 

demonstrates the requirements of brand valuation. Section 2.2.2 shows the different 

perspectives, the resulting categories (consumer-based and financial-based brand 

valuation models) and possible applications of brand value and its usage areas. In 

Section 2.2.3, the consumer-based brand valuation models are analysed. This 

section also focuses on the analysis of the indicators in the area of the consumer-

based brand valuation. In Section 2.2.4 financial-based brand valuation and its 

requirements are discussed. Section 2.2.4.1 deals with each requirement that a brand 

and the brand value has to meet in order to be financially evaluated. Section 2.2.4.2 

analyses selected financial-based brand valuation models. In Section 2.2.5, “mixed” 

or “combined” brand valuation models are presented and discussed in detail. Here 

only few brand valuation models can be used for this category as the value generating 

process of most models is not transparent or published.  
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2.2.1 Reasons for brand valuation 

With regard to the various possibilities of operationalising brand valuation, the 

valuation of brands is linked to particular motives and situations, which in turn 

depend on the interests and objectives of the valuer. The results of the valuation can 

therefore vary significantly (Hinz and Behringer, 2000). “Value does not exist in the 

abstract and must be addressed within the context of time, place, potential owners, 

and potential users.” (Smith and Parr, 1994: 141). In a first step, the interests, reasons and 

objectives of a brand valuation must therefore be determined. A study by Sattler et 

al. (2006) questioned entrepreneurs who had already carried out brand valuations 

with different objectives (see Figure 10), about their reasons for brand valuation. 

 

Figure 10: Sattler et al. (2006) reasons for brand valuation (in %) 
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Generally, the reasons for brand valuation in Figure 10 can be divided into internal  

and external purposes (Heider and Strehlau, 2000) and into accounting driven and 

brand management driven purposes (Petersen et al., 2009; Ambler, 2008; Mather 

and Peasnell, 1991; Guilding and Pike, 1994). One important internal function of 

brand value is the support of decision-making in brand management (Sattler et 

al., 2006). Knowledge of this value can, on the one hand, be helpful to the planning 
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and control of the brand and thus to associated decisions. Brand valuation is mostly 

in the brand decisions’ interest, i.e. strategic brand management and brand control, as 

brand valuation helps management control and maintain brands with a view to 

achieving a targeted increase in brand equity (Heider and Strehlau, 2000). Brand 

value can also be used to allocate the brand budget, i.e. the decision on the distribution of 

financial resources. This implies that brand expenditure is no longer considered to be 

short-term costs, but rather long-term investments for the purpose of value creation 

(Sattler, 1995; Barwise, 1993). The function of brand valuation as a brand controlling 

tool in brand management is particularly relevant when an actual target comparison 

is made between the planned target variables and the achieved target variables 

(Ambler, 2008; Ehrmann, 2004; Mather and Peasnell, 1991; Guilding and Pike, 

1994). Where brands are licensed to other companies, the brand valuation can provide a 

basis for calculating the royalties (Riedel, 1996). As an external purpose, brand 

valuation can play an important role in business acquisitions (merger & acquisition) 

and can supplement the overall valuation of the target company. For the potential 

purchaser of the company, this is the derivative brand value (Brockington, 1996). 

 

2.2.1.1 Two main managerial reasons and implications for brand valuation:  

(i) brand management and (ii) strategic management accounting 

Guilding and Pike (1994) analysed four basic managerial implications of brand 

valuation; (1) planning and control, (2) accounting-marketing interface, (3) 

authorization of brand-related expenditures and (4) brand-related decision making. 

In combination with the results and reasons of Sattler’s et al. (2006) study the four 

implications can be divided in two main managerial groups of reasons for making 

brand valuation in a company. These are the group of brand and marketing managers 

and the group of strategic management accounting managers who see the need to manage 

the value of a brand. Guilding and Pike (1994) see the construct of brand valuation as 

a possible tool for promoting greater communication between marketers and accountants 

by using the “same language” thus improving the generally weak marketing-accounting 

interface (Reinecke, 2006; Tomczak and Brexendorf, 2004; Kapferer, 2008). To 

optimise brand strength and brand value, marketers and accountants have to find in 

cooperation answers to the central brand valuation questions (Haxthausen, 2009: 23): 
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(1) What part of the business’ economic profits on tangible assets is attributable to 

the intangible asset “brand”? 

(2) What part of the business’ competitive advantage is attributable to the brand? 

(3) What role does the brand play in driving customer choice? 

 

2.2.1.1.1 The importance of brand management implications in brand valuation 

Brand-related decision making is a very important aspect of, and reason for brand 

valuation. In particular, to support strategic brand-related decision making (Guilding 

and Pike, 1994; Sattler et al., 2006). Each developed branding strategy has to contribute 

towards and generate a financial value for the brand. This value also includes the 

financial investments into the brand strategy (Doyle, 2003). This quantifiable financial 

potential of different brand positioning and communications options can be used 

(1) to identify the optimal brand strategy from a shareholder value creation standpoint 

(Leone and Reggio, 2008; Minzik and Jacobson, 2003; Ambler and Roberts, 2008), 

(2) to mitigate the risk and volatility associated with their brand assets (Abrahams, 

2008) and (3) to measure the price premium and volume premium which is achieved 

by the brand and the strategy (Haxthausen, 2009). 

 

Consumer-based brand valuation methods are predestined to supply marketing 

management with non-financial information about the brand (Keller and Lehmann, 

2006). Haxthausen (2009: 20) notes that “brand valuation is not just about putting a 

number on a brand”. It is also of importance to obtain information about different 

brand drivers and to identify the effects that brands have on driving purchase choice. 

Thus modern brand management must have information about which attributes drive 

customer choice, and how a brand is aligned with each of these purchase drivers in 

combination with strategic branding scenarios and positionings (Keller, 2003). 

 

2.2.1.1.2 The importance of accounting implications in brand valuation 

In combination with Mather and Peasnells’s (1991) findings of their reported study 

which adopted a capital market orientation on the brand valuation phenomenon, 

Guilding and Pike (1994) analysed the implications of valuing brands based on the 
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principles and demands of the accountancy of marketing and brands with a specific 

focus on the management of accounting for brand value. This point of view was 

developed from the trend to treat the brand unequivocally as an asset (Blackett, 1988; 

Aaker, 1991; Doyle, 2003) (see Section 2.2.4.1.2). The original motivation for brand 

valuation is based on the reason to change the composition of the balance sheet of 

the company (Guilding and Pike, 1994). As shown in Section 2.2.4.1.1 internally 

generated brands (“home- grown brands”) are not recognised as assets on the balance 

sheet (Esch, 2006) although they contribute significantly to company earnings (Ambler, 

2008). This is particularly problematic if management only considers assets which 

are included on the balance sheet and thus no one would feel explicitly responsible 

for managing these internally generated intangible assets (Lusch and Harvey, 1994; 

Guilding and Pike, 1994).  Even if someone has this responsibility, he would often 

not have an adequate information base to be able to make the best possible decisions, 

particularly in marketing (Kotler and Bliemel, 2006). Thus, with this limitation and 

the fact that most brands are still internally generated in Germany (Göbel, 2009), the 

main motivation for brand valuation is increasingly driven by internal accounting 

and control considerations (Guilding and Pike, 1994). Considering the results of 

Sattler et al. (2006), this motivation is still relevant. Particularly in German companies, this 

accounting aspect, which is called Controlling, has an important implication in the 

company’s organisation (Ehrmann, 2004). Section 2.6 shows a detailed definition of 

the German term Controlling and its comparisons to British company functions. 

 

Present consideration of the implications in the development of brand valuation models 

implies the need for the combination of brand equity and marketing performance: 

It is important to analyse the development in brand equity in the past years in combination 

with the four groups of managerial implications analysed by Guilding and Pike 

(1994) and how these implications found consideration in present brand valuation 

models. This is a particularly interesting question bearing in mind the present low 

usage of brand valuation in companies (Reinecke and Tomczak, 2001; Reinecke 

and Reibstein, 2002; Sattler et al., 2006). The ever-present need for managers to justify 

marketing expenditure (marketing accountability) (Rust et al., 2004b) can only be 

done when a direct link between marketing metrics and performance systems is 
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established. Petersen et al. (2009) mentioned a general increase in the numbers and 

types of marketing metrics. This also includes brand equity as a metric which managers 

can use (1) to measure marketing effectiveness and (2) to develop marketing strategies 

with the goal of increasing firm performance (see Section 2.3). But is this increase also 

accepted by managers in practice? Ambler and Roberts (2008) mentioned that there is no 

single financial indicator or “silver” metric that can summarize marketing performance 

with the result that many metrics only cause confusion to the marketing metrics 

dashboard. Lehmann and Reibstein (2006) showed that the different perspectives and 

evaluations of long-term and short-term metrics and the consideration that different 

levels of managers need different metrics. Thus, Petersen et al. (2009) argue that the 

most appropriate metrics are those that are (1) effective at measuring marketing 

productivity, (2) help managers to develop effective forward-looking marketing 

strategies, (3) help predict a customer’s future value to the firm, and (4) help predict 

the firm’s future financial performance. Based on this argument, there has been 

increasing discussion in accounting and performance literature (Jagpal, 2008; Gerdin, 

2005; Cadez and Guilding, 2007; Reinecke, 2004; Lehmann, 2004; Rust et al., 2004; 

Lehmann and Reibstein, 2006; Bruno et al., 2005; Baker et al., 2005) about a combination 

of brand equity results and marketing performance systems in the past years. 

 

Combining brand valuation with marketing performance:  

The American Marketing Association (2005: 1) defined marketing accountability as: 

“The responsibility for the systematic management of marketing resources and 

processes to achieve measurable gains in return on marketing investment and increased 

marketing efficiency, while maintaining quality and increasing the value of the 

corporation.” Ambler and Roberts (2008) highlighted that this definition underlines 

the perspective of the duality  of short-term gains and enhances the quality and value 

of the corporation. Their understanding of “quality and increasing the value of the 

corporation” encompasses the consideration of brand equity as an intangible asset in 

marketing accountability and thus in marketing performance. “Evaluating 

marketing performance requires both to be considered, i.e. the gain in short term 

profit or cash flow adjusted by any change in brand equity. Brand equity is thus a 

proxy for the future improvement in cash flows attributable to the marketing activities 



Literature Review 

 35 

during the period under review” (Ambler and Roberts, 2008: 735). Finally, if both 

can be transformed into cash sums, it would be possible to add both together with the 

result of achieving a single financial performance total, i.e. a silver metric. However, 

brand equity contains not only financial measures and metrics (Doyle, 2003; Keller, 

2003; Reibstein, 2006; Ambler and Roberts, 2008; Salinas and Ambler, 2009) but 

also non financial measures. This multi-dimensional nature of brand equity 

demands multidimensional measures (Esch, 2006). Lehmann and Reibstein’s (2006: 9) 

e.g. divides marketing expenditures into “marketing metrics” (awareness, preference, 

loyalty, satisfaction, etc.), and “market results” (sales, market share, profits, ROI, 

cash flow, etc.) which lead to financial performance and the firm’s financial value. 

Balasubramanian et al. (2005) analysed and highlighted in their quantitative work 

that brand equity is an important performance driver with a significant link to the 

shareholder value. 

 

After considering marketing performance literature a broad willingness to include 

brand equity into marketing performance as an important metric for managing a 

brand becomes obvious. With this background knowledge brand equity can effectuate two 

results: (1) the value of the brand, which includes the financial brand value and the 

non-monetary brand strength and (2) to improve the accountability of the brand, which has 

to correspond with the demands of marketing performance. Brand equity literature, 

however, concentrates more on the research and analysis of indicators and determinants of 

brand valuation models and frameworks (Jagpla, 2008; Kapferer, 2008), i.e. in particular, 

consumer-based brand valuation models (e.g. Keller and Lehmann, 2006; Yoo and 

Donthu, 2001; Netemeyer et al., 2004; Pappu et al, 2005; Esch, 2006) and combined 

brand valuation models (Frahm, 2004; Mizik and Jacobson, 2009) and the process of 

brand value calculation (Esch, 2006; Salinas and Ambler, 2009; Ferjani et al, 2009). 

 

2.2.2 Categorization of brand equity approaches 

Depending on the aim of the brand equity results, various brand valuation models allow 

the valuer (i.e. companies) to assess the value of their brands in various ways. Accordingly, 

these models can be clustered as (i) consumer-based models, (ii) company financial-based 

models and (iii) models containing both orientations (Wright et al., 2007; Wood, 2000).  
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One perspective focuses on financial-based (quantitative) brand valuation approaches 

(e.g. Shocker and Weitz, 1988; Simon and Sullivan, 1993). They emphasise the value 

of a brand to the firm to aid the estimation of the monetary value of a brand more 

precisely for accounting purposes in terms of asset valuation or for merger, acquisition or 

divestiture purposes. (Esch, 2003). Keller (2003) argued that financial valuation issues 

have little relevance if no underlying value for the brand has been created or if managers 

do not know how to exploit that value by developing profitable brand strategies.  

 

Thus, a second category was developed which focuses on the consumer-based 

(qualitative) brand valuation approaches. This category, which helps management 

to improve marketing productivity and branding as it understands brand equity as the 

value of a brand to the consumer (e.g. Aaker, 1991; Keller, 2003). Consumer-based 

brand equity deals with the consumer as the main source of the brand value. Historically, 

consumer-based brand valuation approaches have emerged due to the disadvantages 

inherent in the nature of the financial-based brand valuation approaches. Table 5 

provides an overview of the characteristics of the two brand valuation categories. 

 

Table 5: Categories and characteristics of the models 

Categories Characteristics 
Financial-based 
(quantitative) 
approaches 

• Quantitative procedures to create a monetary brand value  
• Consumer’s perspective is not taken into account 
• Used, in particular, for acquisitions, licensing and analysts’ opinions 

Consumer-
based 
(qualitative) 
approaches 

• Brand equity is seen as a qualitative construct that can be illustrated by using 
scorecards 

• Not empirically verifiable 
• High degree of subjectivity during the choice of factors and the interpretation 

of brand strength 
• Endeavour to explain what goes on in the “hearts and minds” of customers to 

determine a brand’s value 
Mixed or 
combined 
approaches 

• Create a monetary value for brand equity 
• Contain variables covering earnings status, market status and psychographic 

status of a brand connecting qualitative and quantitative factors 
• The vast majority of such models are offered commercially. Thus, they do not 

disclose the method of how brand equity is generated by the model. 
• The transformation from consumer-based, non-monetary values into 

monetary values are mostly based on subjective transformation methods. 
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Due to the partially irreconcilable differences of the brand valuation categories 

presented, further brand valuation models which combine the positive characteristics 

of the financial-based brand valuation models with those of the consumer-based 

brand valuation models in one brand valuation model (Schimanski, 2004) were 

developed. A precise designation of the third brand valuation category does not exist 

in literature (Esch, 2003). In this thesis, this category is described as combined or 

mixed brand valuation models. The combined brand valuation models were recently 

developed by advertising agencies and consulting firms, such as Interbrand, Semion, 

A.C. Nielsen, GfK etc., and were primarily offered commercially (Schimanski, 2004). 

 

Figure 11: Classification of brand equity approaches 
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In the following sections, each of the three categories mentioned above are analysed.  

Section 2.2.3 analyses consumer-based brand valuation models, where consumer-based 

indicators are described in more detail. In Section 2.2.4 the financial-based brand 

valuation (2.2.4.2) and its requirements (2.2.4.1) are discussed. In Section 2.2.5 brand 

valuation models belonging to the third category are presented. Here only few brand 

valuation models apply to the category of the combined brand valuation models, as 

the value generation process of almost all models in this category is not transparent 
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and not described in literature. To support the broad range of brand valuation, Figure 11 

shows how the three different categories of brand valuation models are interrelated, 

and provides an overview of the brand valuation approaches to be analysed in more 

detail in the following sections. 

 

2.2.3 Consumer-based brand valuation (= brand strength) 

In contrast to financial-based brand valuation models, consumer-based brand valuation 

models consider qualitative information about essential qualities of strong brands 

derived from marketing and brand management (O’Sullivan and Abela, 2007). The 

concept of consumer-based brand equity has mainly derived from cognitive psychology 

and information economics (Christodoulides and de Chernatony, 2010). Researchers 

have argued that it is important to consider how consumers build brand relationships 

and form brand communities similar to how they build personal relationships (Fournier, 

1998; Grossman, 1998; McAlexander et al., 2002; Muniz and O’Guinn, 2001). The 

basis idea of the customer-based brand equity is that the power of a brand lies in 

the minds of consumers and their experiences of and what they have learned about 

the brand over time (Pappu et al., 2005). The advantage of conceptualising brand equity 

from the consumer’s perspective is that it enables managers to specifically consider how 

their marketing program improves the value of their brands (Keller, 2003), 

which is one of the reasons of brand valuation, analysed in Section 2.2.1.1.1.  

 

Considering Farquhar’s (1989) definition of brand equity, which interprets brand equity as 

the added value with which a brand endows a product, the question arises how the 

added value will be generated. From a consumer’s perspective, this added value can be 

viewed as means for enhancing a consumer’s ability to interpret and store large amounts 

of information about a product. In addition, a strong brand name can helps consumers 

differentiate and convey the quality of a product and becomes the sum of all past and 

present brand activities (Erdem et al, 2006; Yoo et al., 2000). Keller (2003) highlights that, 

in general, a positive customer-based brand equity can increase the financial outcome 

of a brand, for example, by leading to a greater revenue, lower costs, and higher profits 

(Kapferer, 2008). Furthermore, it has direct implications for the firm’s ability to command 

higher prices and thus generate a price premium (Aaker, 1996; Kapferer, 2008; Chandhuri 
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and Holbrook, 2001; Anselmsson et al., 2007; Christodoulides and de Chernatony, 

2010), customers’ willingness to seek out new distribution channels, the effectiveness of 

marketing communications, and the success of brand extensions and licensing 

opportunities (Meffert, 2008).  

 

The consumer-based brand equity based on cognitive psychology can be divided 

into two measurements methods, the direct measurement models and the indirect 

measurement models (Christodoulides and de Chernatony, 2010). The direct 

measurement models attempt to measure the brand equity directly by focusing on 

consumers’ preferences or utilities (Shankar et al. 2008; Park and Srinivasan, 1994; 

Kamakura and Russell 1993; Swait et al. 1993) and try to distinguish between the 

brand and the product (Grassl, 1999). The limitations  of direct measurement models 

are their limited managerial value as they usually rely on complex statistical 

models and provide no insights into the source of brand equity (Jourdan, 2002).  

 

The need to refine consumer-based indicators 

On the other hand, indirect measurement models measure brand equity through its 

demonstrable manifestations (Yoo and Donthu, 2001; Netemeyer et al., 2004; Pappu 

et al., 2005; Christodoulides et al., 2006; Kocak et al., 2007; Buil et al., 2008), in other 

words either through its dimensions or indicators or through price premium as a 

outcome variable, which allows a more holistic view of the brand (Christodoulides and de 

Chernatony, 2010). Such models are less complex as they use more simple instruments or 

indicators which have a managerial usefulness as a diagnostic tool. Their main 

limitation is the lack of agreement as regards the dimensions and indicators used in 

the numerous existing models (Baker et al., 2005). Christodoulides and de Chernatony 

(2010) underlined that in all consumer-based brand equity research many indicators were 

analysed and developed but all these indicators need to refined (Boo et al., 2009) in 

order to find an accepted definition of brand equity including its indicators (Berthon 

et al., 2001; Ambler, 2003). Baker et al. (2005) believe a universal measure for brand 

equity will never exist, as indicators were developed on the basis of different perspectives, 

market sectors and life-stages of the brand and for varying management brand evaluation 

reasons. Christodoulides and de Chernatony (2010) see a further reason for the number of 
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developed indicators in the gap between the viewpoints of academics and their theoretical 

models and consultants’ view and their commercial offered models. Thus, Christodoulides 

and de Chernatony (2010) recommended focusing the future development of indicators on 

the need of practising managers, the consumer of the brand equity results.  

 

Based on Christodoulides and de Chernatony (2010) recommendation and Boo et al.’s (2009) 

demand to refine consumer-based indicators the structure of this section contains three parts: 

In Section 2.2.3.1, a brief overview of brand building and brand management 

models will show that brand valuation indicators and drivers are derived from brand 

building based on knowing how and what to measure. In Section 2.2.3.2 the 

analysis of consumer-based brand valuation models deals with the two basic but 

most important models by Aaker (1991, 1996) and Keller (1993, 2003), and includes 

a discussion of the most important techniques of consumer-based brand valuation. In 

a further step Section 2.2.3.3 presents selected dimensions and indicators of consumer-

based brand valuation and analyses their contribution to practice-based brand valuation. 

 

2.2.3.1 Brand building and brand management in context with brand equity 

In order to better understand consumer-based brand equity and its indicators or 

determinates in detail and also the brand valuation requirements of RQ 3 laid down 

by brand management and the brand building process, this section analyses some brand 

management models. Building brand equity is considered as an increasingly important 

part of brand building (Keller, 2003; Christodoulides and de Chernatony, 2010) for 

which it is necessary to have elementary knowledge of not only about how to measure 

something, but also about what to measure to find the adequate key factor drivers of 

brand valuation and equity (see RQ 3). In this case, it is important to have elementary 

knowledge about the brand, and brand management or rather brand building.  

 

Kapferer (2008) argued that branding and brand building should focus on developing 

brand value, based on the idea that brands perform an economic function in the mind 

of the consumer, i.e. “the value of the brand comes from its ability to gain an exclusive, 

positive and prominent meaning in the minds of a large number of consumers” (Kapferer, 

2008: 24). Ultimately, it is important that each brand strategy has to maximize 
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the shareholder value (Doyle, 2001b). Important advantages of successful brand building 

are the strengthening of the brand’s competitive position and the building of market 

share, to be able to withstand the increasing power of retailers and competitors 

(Pappu et al., 2005). One of the key competitive positioning strategies suggested by 

Porter (1990) is differentiation . For this, a better understanding of brand management and 

brand building is essential to the development of a relevant brand equity measurement 

(Keller, 2003; Pappu et al., 2005).  

 

Aaker and Joachimsthaler (2000) proposed in their Brand Leadership Model, that 

the brand management process comprises of different characteristics including a 

strategic and visionary perspective. The brand manager’s task in the context of the 

new understanding of brand building and brand management is to build brand equity and 

develop brand equity measures including a long-term focus on brand development. 

This emphasises the use of brand identity  and brand image as strategic drivers to 

encourage the development of strong brands. (Aaker and Joachimsthaler, 2000). 

 

In his Brand Asset Management Model, Davis (2002) identified the need to develop a 

brand building model that considers the brand as an important asset of the company, 

because “brand management has to report all the way to the top of the organization 

and has to involve every functional area” (Davis 2002: 9). Davis (2002) proposed the 

determination of a company’s “BrandPicture”, which requires the determination of 

the brand’s image. Customer’s perceptions of all the current promises the brand 

makes enables the creation of a brand-based customer model which allows the company 

an understanding of consumer’s actions and thoughts, and how and why they make 

their purchase decisions.  

 

De Chernatony (2001: 32) argued in his Brand Vision Model that “brand marketing 

should be a strategic process that is visionary and integrates cross-functional 

activities in the value-adding process”. Thus, improvements in brand equity are 

achieved by customer opportunities and any organisational cultural strengths, combined 

with a more strategically driven management approach. Long-term orientated goals will 

additionally generate greater shareholder value. The process of the Brand Vision Model 
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supports brand strength by considering the brand essence. The aim is to achieve 

“the core of the brand - ideally summarised in a brief statement about a [brand] promise” 

(de Chernatony, 2001: 40). De Chernatony (2001) suggests using the brand pyramid, 

which contains several levels, namely attributes, benefits, emotional rewards, values and 

personality traits to derive the nature of brand promise in order to develop it. “A strength 

of employing the brand pyramid is that it then stimulates ideas about creatively 

positioning the brand (from the lower levels of the pyramid) and developing the 

brand’s personality (from the upper levels of the pyramid)” (de Chernatony, 2001: 41).  

 

The Brand Orientation Model developed by Urde (1999) focuses on brands as 

strategic resources of a company. Urde (1999: 117) argues that “brand orientation 

is an approach in which the processes of the organization revolve around the creation, 

development, and protection of brand identity in an ongoing interaction with target 

customers with the aim of achieving lasting competitive advantages in the form of 

brands”. In his Brand Orientation Model, Urde (1999) clearly distinguishes between 

the elements required for a solid brand building process. “The starting point for a process 

of brand building is to first create a clear understanding of the internal brand identity. The 

brand then becomes a strategic platform that provides the framework for the satisfaction 

of customers’ wants and needs” (Urde, 1999: 129).  

 

Figure 12: The Brand Hexagon (Urde, 1999: 125) 
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Awareness, associations, and loyalty, which reflect brand strength (Urde, 1999: 127), 

form the fundamental inner relationships in the model. Urde (1999) described the 

process of brand building as a triangular relationship process in his Brand Hexagon 

(see Figure 12). In this process “awareness is the first step in a brand-building 

process and an important dimension of brand equity”  (Urde, 1999: 127).  

 

Figure 13: Internal and external brand building process (Urde, 2003: 1023) 
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In 2003, Urde mentioned this process has to be categorised into an internal and external 

brand building process. Both processes have an impact on brand equity. The 

external brand building process e.g. considers the relationship between the brand and the 

customer with the external objective of creating value and forming relationships with 

the customer by using awareness, associations, and loyalty. 

 

2.2.3.1.1 Summary and input for the interviews 

There is a consensus of opinion in brand building and brand management literature 

that the ultimate goal of every model is to develop a strong brand and thus to increase 

brand equity and brand strength, which thus transforms the components of the brand 

building and brand management process into potential key factor drivers for the 

brand equity relevant to RQ 3. In particular, the development of the Brand Leadership 

Model by Aaker and Joachimsthaler (2000) has enhanced the importance of brand 

management by more closely integrating brand building and brand management into 

the strategy of the company (Aaker and Joachimsthaler, 2000), as the strategic use of 

brand equity is becoming important (de Chernatony, 2001; Urde, 2003, Davis, 2002).  



Literature Review  

 44 

However, it is also important to know how to build and manage brands, what the focal 

points and possible brand drivers are, in brand valuation. Only with the right brand 

drivers (in the sense of RQ 3) can the true value of the brand be measured and incorrect 

measurements and results be avoided. By comparing the four brand building process 

models presented, the following drivers can be categorised as ‘important’ from the 

perspective of the brand building and brand management process: 

 

Drivers Mentioned by  
Awareness (Urde, 1999), (Urde, 2003) 
Image Davis (2002), Aaker and Joachimsthaler (2000) 
Associations (Urde, 1999) 
Added value (Urde, 2003) 
Brand identity (Urde, 1999); Aaker and Joachimsthaler (2000) 
Brand promise de Chernatony (2001) 
Loyalty Davis (2002), (Urde, 1999) 
External brand drivers Davis (2002), (Urde, 2003) 
Sophisticated brand metrics Davis (2002) 
 

Question(s) for the interviews: 

(1) The presented brand management models only show the drivers they consider 

important. As the brand valuation model developed in Chapter 5 has to consider the 

needs of practitioners, it is important to obtain/gather more information about 

relevant brand management drivers that are likely to have an impact on brand equity 

and should therefore be integrated in the brand valuation model. 

 

2.2.3.2 Consumer-based brand valuation models 

A large number of consumer-based brand valuation models and frameworks including 

those by Aaker (1991, 1996), Keller, (2003), Bekmeier-Feuerhahn (1998), Yoo et al. 

(2000), Netemeyer et al. (2004), Pappu et al. (2005), Kocak et al. (2007), and Buil et 

al. (2008) etc, have been developed over the last two decades. Consumer-based brand 

valuation models, such as Aaker’s (1991, 1996) brand equity model and Keller’s (1993, 

2003) customer-based brand equity model, have focused heavily on consumer’s 

perception and evaluation of brands by investigating knowledge structures, such as brand 

awareness, image and personality. The consumer-based brand valuation models, grounded 

in cognitive psychology, (Christodoulides and de Chernatony, 2010), by Aaker (1991, 
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1996) and Keller (1993, 2003) are the first and most fundamental models in this category 

and still serve as a basis for many other consumer-based brand valuation models (Yoo et 

al. 2000). Both models are discussed in more detail in the following two sections. 

 

2.2.3.2.1 Aaker’s Brand Valuation Approach 

In his cognitive psychology brand equity framework which focuses on memory structure 

(Christodoulides and de Chernatony, 2010), Aaker (1996) defined brand equity as a 

“value provided by a product or service to a firm and/or to that firm’s customers” (Aaker, 

1991: 15). He analysed five determinants of brand equity assets: brand loyalty, awareness, 

perceived quality, brand associations and other brand assets. How brand equity creates 

value is shown in detail in Figure 14.  

 

Figure 14: Aaker’s (1991: 6) Brand Equity Model 
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The figure illustrates that every brand equity asset generates value for the customer or the 

firm in a variety of ways. It emphasises the importance of being sensitive to the various ways 

of value creation in order to manage brand equity effectively and to make informed 

decisions about brand-building activities (Aaker, 1991). 
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Aaker’s (1991, 1996) five determinants of brand equity: 

According to Aaker (1991: 39), brand loyalty “reflects how likely a customer will 

be to switch to another brand, especially when that brand makes a change, either in 

price or in product features.” Brand loyalty can generate important strategic value for the 

company by reducing marketing costs. Therefore, if brand users are satisfied, competitors 

are less able to motivate them to learn about alternative brands. Finally, a further aspect of 

customer loyalty is that they attract further customers by using the product or recommending 

the brand (Aaker, 1991). Awareness of a brand name is a precondition for the brand, 

which should be considered in a purchasing decision. The level of brand recognition provides a 

feeling of familiarity and a signal of substance and commitment and affects the customers’ 

evaluations, i.e. the level of brand recall influences the choice of brands considered and 

eventually selected (Aaker, 1991). Perceived quality is a very important aspect in Aaker’s 

(1991, 1996) conceptual framework. Perceived quality generates value through by (i) 

providing the customer with a reason to purchase of the brand, (ii) differentiating the brand 

from competitive brands, (iii) attracting in a higher degree of channel member interest, 

(iv) being the basis for future line extensions, and finally (v) supporting a higher price for the 

brand than for unbranded or competitive branded products (Aaker, 1991). Brand associations 

are the basis for differentiation and extensions and can help the customer during the 

brand information gathering process. Furthermore, brand associations create positive feelings 

for the brand among consumers and customers, which can be an important purchase 

criterion (Aaker, 1991, 1996). The other brand assets are the legal and institutional 

benefits resulting from the brand and brand value protection. These assets include the 

protection of the trademark, markets and distribution channels. These five determinants 

are used and accepted by many other researchers, e.g. Motameni and Shahrokhi 

(1998), Yoo and Donthu (2001), Bendixen et al. (2003) and Kim et al. (2003). 

 

Value for the customer and for the firm 

Aaker’s brand equity model emphasises the creation of value for the customer through the 

brand equity assets in three ways. Firstly, brand equity assets, help the customer interpret, 

process, store, and retrieve a large amount of information about the brands and their 

products. Secondly, it shows how brand equity assets provide customer value, and 

how it affects customer’s confidence whilst making the purchasing decision. This is 
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very important in the context of customer habits, especially, if the customer is familiar 

with the brand due to its high quality. Finally, the third way of generating value through 

brand equity assets is by improving customer satisfaction (Aaker, 1991, 1996). All 

five determinants and the three ways to create customer value have an impact on 

generating value for the firm. Aaker (1991, 1996) identified and analysed six 

possibilities in generating firm value by: (i) enhancing the efficiency and effectiveness of 

marketing programs, (ii) considering brand awareness, perceived quality, and brand 

associations to strengthen brand loyalty, increasing customer satisfaction and providing 

good purchase criteria, (iii) permitting premium pricing  and reducing reliance on 

promotions to increase margins, (iv) considering brand extensions to contribute towards 

brand equity growth (Aaker, 1991, 1996), (v) using brand equity to provide leverage 

in the distribution channel, and (vi) using a significant brand advantage to prevent 

customers from switching to a competitive brand (Aaker, 1991). 

 

Limitations 

The strength of Aaker’s Brand Equity Model is its consideration of consumer-based 

impact on the brand equity. By applying the five determinants the model takes into account 

the customer decision process, which should support the marketing program. However, 

other authors (i.e. Bekmeier-Feuerhahn, 1998) criticise the model because it is difficult  to 

use the five determinants as they are not mutually independent. For example, quality is 

also a part of the function of awareness, associations and loyalty. A further limitation of 

Aaker’s (1991, 1996) model is its failure to consider the requirements posed by measurement 

techniques. In addition, Aaker’s model describes a more conceptual framework for consumer-

based brand valuation than a detailed model for the use in practice. A final limitation is 

that it does not consider the financial-based brand valuation. 

 

2.2.3.2.2 Keller’s brand equity approach 

Keller (2003) assumed that consumer-orientated brand value, which he called “customer-

based brand equity” (Keller, 2003: 59), is linked to brand knowledge based on comparison 

with an unbranded product from the same product category (Christodoulides and de 

Chernatony, 2010). The model is based on the premise “that the power of a brand lies 

in what customers have learned, felt, seen and heard about the brand as a result of 
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their experiences over time” (Keller, 2003: 59). He defined brand value as “the differential 

effect of brand knowledge on consumer response to the marketing of the brand. That is, 

customer-based brand equity involves consumers’ response to an element of the marketing 

mix for the brand in comparison with their reactions to the same marketing mix element 

attributed to a fictitiously named or unnamed version of the product.” (Keller, 2003: 60).  

 

As described in Figure 15 brand awareness is the “consumers’ ability to identify the 

brand under different conditions and consists of brand recognition and brand recall” 

(Keller, 2003: 67). Brand image is defined as “perceptions about a brand as reflected 

by the brand associations held in consumer’s memory.” (Keller, 2003: 68). Keller classified 

associations into three major categories: attributes, benefits, and attitudes, which can vary 

according to their favourability, strength, and uniqueness (Kocak et al., 2007). 

 

Figure 15: Dimensions of Brand Knowledge (Keller, 1998) 
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Positive customer-based brand equity leads to enhanced financial outcomes: 

Keller (2003) assumed that a brand has positive customer-based brand equity if 

consumers react more favourably to the 4 P’s of the brand than they do to the same 

marketing mix element of a fictitiously named or unnamed version of the product  

(Christodoulides and de Chernatony, 2010). Alternatively, negative customer-based 

brand equity would also possible, depending on the brand knowledge (Keller, 2003). 
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Keller (2003) stated that positive customer-based brand equity can lead to enhanced 

financial outcomes i.e. revenue, lower costs, and greater profits. Furthermore, it supports 

the increase of brand choice, produces greater consumer loyalty, decreases vulnerability to 

competitive marketing actions, enables the brand to command higher prices, increases 

consumer’ willingness to seek out distribution channels, increases marketing communication 

effectiveness, and yields licensing or brand extension opportunities (Keller 1993).  

 

Building strong brand equity 

Keller (2003) described the creation of strong brands by applying the customer-based 

brand equity model (see Figure 16) divided in four steps. 

  

Figure 16: Customer-based Brand Equity Pyramid (Keller, 2003: 76, 99) 
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Each step represents a fundamental question that customers ask about brands. Step one 

considers the question of who are you: ensuring the identification of the brand with a 

specific product category or need in the customer’s mind. The second step contains 

the question of what are you: establishing the meaning of the brand in the customer’s 

mind by strategically linking tangible and intangible brand associations with certain 

properties. The third step has to clarify what the consumer thinks about the brand: eliciting 

customer responses to the brand identification and meaning. Finally, Step 4 asks about the 

relationship: converting the response into an active, intense and loyal relationship between 

the customers and the brand. Based on these four steps the brand pyramid supports the 

development of brand equity, which includes the following six ‘brand building blocks’ 

(Keller, 2003: 75): salience, performance, imagery, judgements, feelings, and resonance.  
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Limitations 

The strength of Keller’s customer-based brand equity model is that it also considers 

the consumer-based impact on the brand equity. Keller’s (1993, 2003) model provides a 

detailed analytical view of the brand knowledge construct from the perspective of the 

consumer. Similar to Aaker’s Brand Equity Model, Keller’s model also fails to consider 

the financial-based brand valuation, one of its main limitations. Keller’s model approach 

has similar disadvantages to those derived from Aaker’s approach. Although Keller 

offers an analytical and conceptual description of brand equity development, the approach 

lacks a firm theoretical foundation (Bekmeier-Feuerhahn, 1998). Furthermore, while 

the development of the constructs within the model, generally, have been backed by 

sound theoretical argument, only a small portion of the model has been empirically 

tested to date. Moreover, in view of the drivers identified by Keller (2003), the problem of 

interdependence increases considerably. In addition, it remains unclear how 

qualitatively based brand evaluation can be converted into monetary units. Overall, it 

must be noted that Keller’s system is a conceptual strategy for brand appraisal that 

remains as yet unconfirmed by empirical evidence (Bekmeier-Feuerhahn, 1998). 

 

2.2.3.3 Brand Strength Factors and Determinants 

The analysis of the two models showed that they both used different consumer-based 

indicators. Yoo and Donthu (2001) and Baker et al. (2005) argued that there has been no 

general agreement on how consumer-based brand equity should be measured although 

some efforts leading toward consensus on measurement are recognized. As mentioned in 

Section 2.2.3.2 Christodoulides and de Chernatony (2010) and Boo et al. (2009) 

recommended a critical view on the use of consumer-based indicators with a permanent 

focus on the need of practising managers.  

 

In the case of consumer-based brand valuation approaches the literature currently 

contains an extensive discussion of the composition of the approaches in terms of the 

determinates and drivers and thus their mutual dependence such as brand awareness, 

brand image, etc. and the composition of the individual determinates themselves 

(Christodoulides and de Chernatony, 2010; Baker et al., 2005; Boo et al., 2009; Burmann 

et al. 2009). Pappu et al. (2005) also highlighted that the use of many consumer-based 
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brand valuation approaches is limited in their use for managers, as these approaches 

cannot be broken down into components relating to factors, such as favourable customer 

perceptions. Table 6 gives a brief overview of the most used consumer-based indicators. 

 

Table 6: The most frequently used consumer-based indicators 

Consumer-based indicators Author(s) 
Brand awareness Srivastava and Shocker (1991) 
Perceived quality, brand image, perceived benefit,  
reliability, brand loyalty 

Martin and Brown (1991) 

Brand image Biel (1993) 
Brand awareness, brand image  Keller (2003) 
Brand awareness, brand image, brand associations Esch (2003) 
Legal brand protection, brand awareness,  
brand associations, retail based brand strength 

Roch (1994) 

Brand loyalty Schenk (1996) 
Brand loyalty, brand awareness, perceived quality,  
brand associations, other brand assets 

Aaker (1991, 1996) 

Product, name, origin, advertising, price Domizlaff (1996) 
Brand awareness, brand sympathy, distribution, market 
share,  market share trend 

Riedel (1996) 

Market share of the past five years, market share,  
weighted distributions ratio, brand awareness,  
brand image advantage,  repeat purchase ratio/rate 

Sattler (1997) 

Brand associations Bekmeier-Feuerhahn (1998) 
Brand awareness, perceived quality, consumers brand 
preference and purchase intention  

Agarwal and Rao (1992) 

Company/brand awareness, brand image (or company/ 
brand reputation), relationship with customers/existing 
customer franchise 

Sharp (1995) 
 

Brand awareness, brand meaning Berry (2000) 
Brand loyalty, brand awareness, perceived quality,  
brand associations 

Yoo, et al. (2000) 
Yoo and Donthu (2001) 

Product functional utility, product symbolic utility, 
brand name functional utility and symbolic utility 

Vazquez et al. (2002) 
 

brand awareness, brand associations, perceived quality, 
brand loyalty 

Washburn and Plank (2002) 
 

Perceived quality, perceived brand value for the cost,  
brand uniqueness, brand response variables (brand awareness, 
familiarity, popularity, organizational associations, image) 

Netemeyer et al. (2004) 

Brand loyalty, satisfaction, reputation de Chernatony et al. (2004) 
Overall satisfaction, brand intentions, brand reliability,  
brand loyalty 

Delgado-Ballester et al. (2005) 

Brand loyalty, brand awareness, perceived quality,  
brand associations 

Pappu et al. (2005) 
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Consumer-based indicators Author(s) 
Emotional connection, online experience,  
responsive service nature, trust, fulfilment 

Christodoulides et al. (2006) 
 

Product functional utility, product symbolic utility, 
brand name functional utility, brand name symbolic utility 

Kocak et al. (2007) 

Offering value, relative brand importance Shankar et al. (2008) 
Brand awareness, perceived quality, brand loyalty, 
brand associations, (perceived value, brand 
personality, organisational associations) 

Buil et al. (2008) 

Brand benefit clarity, perceived brand quality,  
brand benefit uniqueness, brand sympathy, brand trust 

Burmann et al. (2009) 

 

In this thesis, the researcher has therefore decided not to analyse and discuss individual 

consumer-based brand valuation models as this will be the case in the financial-based 

brand valuation approaches in Section 2.2.4.2, but to focus on the indicators used in 

brand management literature (see the results of Section 2.2.3.1) and brand equity 

literature (see Table 6), seen as decisive criteria for the integration in the brand valuation 

model developed in Chapter 5. In the next sections, the following consumer-based 

dimensions are examined and presented in more detail: (i) brand awareness, (ii) brand 

image, (iii) brand associations, (iv) perceived quality, (v) brand satisfaction, (vi) 

price premium and (vii) brand loyalty. The discussion of these indicators focuses on: 

(1) the function and characteristics of the indicators and (2) whether these indicators 

create a value that can be considered an added value for the brand (3) whether the 

indicator could be a part of the consumer decision making process and (4) how 

these indicators can influence brand equity. 

 

2.2.3.4 Brand Awareness  

Awareness represents the lowest level of the continuum of brand knowledge (Kapferer, 

2008) and subsequently plays an important role in the research on the consumer 

decision making process in general (Aaker, 1996) and more specifically in brand 

choice (Hoyer and Brown, 1990). Rossiter and Percy (1997) describe brand awareness as 

an essential element of the communication process as it precedes all other steps. In 

memory theory, brand awareness is positioned as a vital first step in building the “bundle” 

of associations which are attached to the brand in memory (Stokes, 1985). Without 

brand awareness no other communication effects can occur (Rossiter et al., 1991).  
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Aaker (1991) and Keller (2003) conceptualised brand awareness as an element consisting 

of both brand recognition and brand recall. Brand recognition is especially important 

when a buyer chooses a brand at the point of purchase. The next level of brand awareness 

is brand recall, i.e. the consumer’s ability to retrieve the brand when the needs fulfilled by 

the product category. The first-named brand in an unaided recall has achieved top-

of-mind awareness (Aaker, 1996). The relative importance of brand recognition and 

recall depends on the extent to which consumers make decisions in the store versus 

outside the store (Keller, 2003).  

 

Value creation 

Brand awareness is an important and sometimes undervalued component of brand equity 

(Motameni and Shahrokhi, 1998) as it creates value in different ways and provides 

the “anchor” to which other associations can be linked. Such an anchor can include a 

certain degree of familiarity, which is sufficient to engage in attribute evaluation in the 

absence of motivation therefore brand awareness can be a signal of substance. Finally, 

brand awareness helps consumers to identify and select a group of brands in the first 

step of their buying process. Consumer-based brand equity occurs when the consumer 

has a high level of brand awareness and is very familiar with the brand thus resulting 

in strong brand presence in their minds (Acker, 1991; Keller, 2003; Pappu et al., 2005). 

 

2.2.3.5 Brand image 

Brand image was the first consumer brand perception that was identified in the marketing 

literature (Gardner and Levy, 1955). Brand image is defined as “perceptions about a 

brand as reflected by the brand associations held in consumer’s memory” (Keller, 

1993: 3). A specific brand image is formed by brand awareness with strong associations 

(Yoo et al., 2000). Aaker’s (1991: 109) defines brand associations as “anything linked 

in memory to a brand” and brand image as “a set of [brand] associations, usually in 

some meaningful way” which shows on the one hand, the close relationship between 

brand associations and brand image and on the other the other hand the clear 

differentiation of both. 
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Extant literature shows that brand image is a multi-dimensional concept (Martinez 

and de Chernatony, 2004) and consists of functional and symbolic brand beliefs. 

Several brand image measurement techniques have been developed. I.e. Dolich 

(1969) and Fry and Claxton (1971) developed a measuring technique for using 

semantic differential items generated for the relevant product category. 

 

Value creation 

With regard to brand equity, Aaker (1996c) suggested that brand image can be 

measured through association and differentiation measures regarding value, brand 

personality, organizational associations, and differentiation. Similar to Aaker 

(1996c), Keller (2003) developed a theoretical method for measuring brand equity and 

observed that brand image included product associations and the favourability, 

strength and uniqueness of brand associations.  

 

2.2.3.6 Brand associations 

Brand association is “anything linked in memory to a brand” (Aaker, 1991: 109) that 

helps the organisation to form the brand’s image (Biel, 1990). Brand associations are 

complicated and interconnected, and consist of multiple ideas, episodes, instances, and 

facts that establish a solid network of brand knowledge (Yoo et al., 2000; Keller, 2003). 

Thus, brand associations may be seen in all forms and reflect characteristics of the 

product or aspects independent of the product itself (Chen, 2001).  

 

Types of brand associations 

Keller (2003) classified associations into three major categories: brand attributes, 

brand benefits, and brand attitudes. These associations can vary according to their 

favourability, strength, and uniqueness. According to Biel (1990) attributes can also 

either be “hard”, such as functional brand attributes, or “soft”, such as emotional-based 

brand attributes (e.g. trustworthiness or dullness). 

 

Brand attributes, brand benefits and brand attitudes 

Brand attributes are also important from a marketing communications perspective 

as they have two important influences on brand choice. The first  is to act as retrieval 
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cues to identify options for purchase (Nedungadi, 1990). The second role of 

attributes is used for evaluating between evoked options. Therefore, brand choice is 

based on the easiest way to buy, the best value for money, the best quality or some 

interaction of multiple attributes (e.g. Biehal and Chakravarti, 1986). To ascertain how 

directly they relate to product performance, Keller (2003) classified attributes into 

product-related and non product-related attributes. Brand benefits are the personal 

value and meaning that consumers attach to the product and can further be divided 

into three categories according to the underlying motivation to which they relate: 

functional benefits, experiential benefits, and symbolic benefits (Keller, 2003). The third 

and most abstract type of brand associations are brand attitudes. Product-related 

attributes, i.e., are linked to the consumer’s attitudes to the perceived quality of the 

product. Brand attitudes are defined in terms of consumers’ overall evaluations of a 

brand (Keller, 2003). Consumer attitudes to a brand influence the overall associations of 

the consumer with that brand and are important because they often form the basis for 

actions and behaviour that consumers show in connection with the brand (e.g., brand 

choice). Consumer brand choice is influenced by a set of variables termed attitude, 

which can be a positive or negative feeling about something (Haugtvedt et al., 1993). 

Brand attitudes include the consumer’s overall evaluations of a brand (Garvin, 1984; 

Keller, 2003). A consumer’s attitude can also be defined as the sum of the value of 

the brand’s attributes (Srinivasan, 1979).  

 

Value creation 

Brand associations represent the basis for purchase decisions and brand loyalty, and 

also create value to the firm and its customers. Aaker (1991) listed these benefits as 

follows: helping to process/retrieve information, differentiating the brand, generating 

a reason to buy, creating positive attitudes/feelings, and providing a basis for extensions. Rio 

et al. (2001) proposed that brand associations are a brand equity key element. In this 

respect, high brand equity implies that consumers have strong positive associations 

with the brand. Strong positive associations help to strengthen the brand and the equity 

affected by the types of brand associations in leverage situations (Bridges et al., 2007). 

Brand associations with high brand awareness, are positively related to brand equity 

because they signal quality and commitment, helping a buyer to consider the brand at the 
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point of purchase, therefore leading to favourable behaviour towards the brand (Yoo 

et al., 2000). The associations that a well-established brand name provides can influence 

purchase behaviour and affect user satisfaction (Aaker, 1991).  

 

2.2.3.7 Perceived quality  

Perceived quality is not the actual product quality but “the consumer’s [subjective] 

judgment about a product’s overall excellence or superiority” (Zeithaml, 1988: 3; 

Aaker and Jacobson, 1994). Perceived quality cannot necessarily be objectively 

determined because perceived quality itself is a summary construct (Aaker, 1991). 

Similar to brand associations, perceived quality also provides consumers with value 

because it represents the reason to buy and makes it possible to differentiate the brand 

from competing brands (Pappu et al., 2005). Perceived quality is seen at a higher 

level of abstraction than any specific attribute. Furthermore, it differs from objective 

quality as it is more akin to an attitudinal assessment of a brand, i.e. it is a global 

affective assessment of a brand’s performance relative to other brands (Aaker, 1996; 

Keller, 2003). The consumer’s subjective judgement of product quality is influenced by 

personal product experiences, unique needs, and consumption situations (Yoo et al., 2000). 

 

Value creation 

Sethuraman and Cole (1997) found that perceived quality explains a considerable portion 

of the variance in the price premium, which consumers are willing to pay for brands. 

Yoo and Donthu (2001), consider perceived quality as one dimension of the multi-

dimensional brand equity construct, corresponding to several other brand equity 

researchers (e.g., Aaker, 1991). Perceived quality is seen as a core facet across customer-

based brand equity frameworks (Aaker, 1996b; Dyson et al., 1996; Keller, 2003). 

Highly perceived quality can be developed by considering the long-term experiences 

that consumers associate with the brand (Yoo et al., 2000). Kotler (2000) draws attention 

to the intimate connection between product quality, customer satisfaction, and company 

profitability. Perceived quality is valuable in several ways: it is a pivotal reason to buy 

and it influences which brands are included in, or excluded from the consideration 

set and which brand is selected. A general positioning characteristic of a brand is its 

position within the dimension of perceived quality (Kottler, 2000; Kapferer, 2008).  
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2.2.3.8 Satisfaction 

Satisfaction is conceptualised as an attitude-like judgement after a purchase 

(Fournier and Mick, 1999). There has been a great deal of research on the antecedents of 

satisfaction, particularly on expectations, disconfirmation of expectations, 

performance, affect and equity (Szymanski and Henard, 2001).  

 

Value creation 

Consumer satisfaction with brands results in a willingness to pay a price premium, 

frequently brand use, positive referrals (Srivastava et al., 1998), and positive financial 

impact (Ittner and Larcher, 2002; Krishnan et al., 1999; Yeung and Ennew, 2000). A 

notable increase in consumer satisfaction studies reflects these benefits (Piercy, 1997; de 

Chernatony et al., 2002). The American Customer Satisfaction Index (Fornell et al., 

1996) suggests that consumer satisfaction has three antecedents, namely perceived 

quality , perceived value and customer expectations (Anderson and Fornell, 2000). 

De Chernatony et al. (2002) argued that to gain a better understanding of consumer-

based brand equity, it is necessary to measure the satisfaction generated by the brand. 

Satisfaction has been hypothesized in the literature to have a direct influence on loyalty 

(Mittal and Lassar, 1998; Oliver et al., 1997), repurchase intentions and behaviours 

(Kumar, 2004; Mittal and Kamakura, 2001). Additionally, de Chernatony et al. 

(2002) noted that it is wrong to assume that satisfaction is subsumed within loyalty. 

Satisfaction and loyalty do not move synchronously (Oliva et al., 1992; Stewart, 

1997). Oliver (1999a) asserts that “value” is indeed a unique construct of satisfaction 

and quality. Ambler (2003) noted that the commitment to a brand results from 

satisfaction while measures of repeated buying behaviour do not provide a full 

picture of consumer-based brand equity, since they do not address commitment.  

 

2.2.3.9 Price premium 

Some researchers (Aaker, 1996; Maltz, 1991; Park and Srinivasan, 1994; Srivastava 

and Shocker, 1991; Swait et al., 1993; Bello and Holbrook, 1995; Randall et al., 1998; 

Crimmins, 2000; Chandhuri and Holbrook, 2001; Netemeyer et al., 2004) note that 

price premium is an approach that appears promising by virtue of its conceptual appeal 
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and its amenability to empirically testing the price premium by analysing available 

data and focusing on the use of price premiums as an indicator of brand equity. 

The willingness to pay a price premium is one of the strongest indicators of brand 

loyalty and may be the most reasonable summary measure of the whole brand 

equity (Aaker, 2004a; Sethuraman, 2000; Anselmsson et al., 2007).  Considering the 

definition of price premium there is no agreement about the basis of the price premium. 

On the one hand, Netemeyer et al. (2004) and Aaker (1996c) defined price premium 

“as the amount a customer is willing to pay for his preferred brand over comparable/ 

lesser brands of the same package size/quantity”. On the other hand, Barwise et al. 

(1989) defined a price premium as the “difference between the amount a customer is 

willing to pay for branded product and the amount a customer is willing to pay for a 

non-branded (generic) product”. 

 

In the context of the discussion of consumer-based indicators, the price premium construct 

plays a crucial role. As already mentioned above, the price premium is the summary 

measure of overall brand equity. In this way, the willingness to pay a price premium is 

seen as the result of the management of other consumer-based brand equity dimensions, 

such as perceived quality, associations, and uniqueness. For the consumer, these dimensions 

are reasons of varying importance that influence their willingness to pay a price 

premium (Blackston, 1995; Keller, 2003).  

 

De Chernatony et al. (2000) argue that i.e. the perceived quality and associations implicate 

an added value in the mind of the consumers, making them willing to pay a price 

premium. Furthermore, the generation of a price premium by the brand does not 

automatically mean the creation of economic value (Doyle, 2001). Doyle (2001) notes that 

the formation of added value results in increasing brand equity and is connected with 

additional important strategic choices, such as (i) charging the full price premium 

without losing market share, (ii) charging the same price as competitors and gaining 

share or (iii) charging a modest price premium with some share gain.  

 

To better understand the construct of price premium and its relationship with the 

consumer-based brand equity models, other theories, such as the memory theory, 
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pricing theory or choice theory, are considered. The memory theory assumes that 

once the consumer has stored information, an associative network in his/her mind 

influences and creates brand associations (Alba and Chattopadhyay, 1986; 

Farquhar, 1989; Keller, 2003). Pricing theories also assume a strong relationship 

between the willingness to pay a price premium and dimensions, such as perceived 

quality  (Monroe, 1990; Kirmani and Zeithaml, 1993; Sethuraman and Cole, 1997). 

The third and final theory, the choice theory, assumes that uniqueness influences the 

price premium (Kapferer, 2008; Kalra and Goodstein, 1998). Thus, a high level of 

perceived quality, strong associations and a high degree of brand uniqueness result in a 

greater willingness to pay a price premium for a brand. 

 

It is important to note that the construct of price premium does not always have the 

same meaning, i.e. price premium does not have to mean premium price (Kohli 

and Leuthesser, 2001). Additionally, the price premium does not necessarily fully 

correlate with actual consumer prices. An empirical investigation conducted by 

Ailawadi et al. (2003) confirms that price premium is an excellent global measure, as 

it is relatively stable over time but yet captures variations in the brands health, and in 

addition correlates with other global measures of brand equity. From its origin and 

definition, price premium is a consumer-based indicator (Aaker, 2004b), but with 

the characteristic that the price premium also has a financial outcome for the brand 

owner, i.e. the price premium has also a financial-based character (Crimmins, 2000). 

Critical aspects of the financial-based brand valuation based on a premium will be 

discussed in section 2.2.4.2.3.4 on page 77.  

 

2.2.3.10 Brand loyalty 

Researchers, such as Aaker (1991), Bello and Holbrook (1995), Park and Srinivasan 

(1994) and Kaynak et al. (2007) argued that brand loyalty is the main driver of brand 

equity, because loyalty has an influence on both, brand value and brand strength. On the 

one hand, brand loyalty leads to a significant financial outcome through re-purchases, price 

premium and marketing cost reductions (Park and Srinivasan, 1994). On the other hand, it 

also has an essential influence on the management of brands as it is a task of the brand 
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management to generate high brand loyalty and to encourage consumers to make a 

purchase (Dick and Basu, 1994). 

 

Aaker’s (1991: 39) definition of loyalty is “the attachment that a customer has to a 

brand” and considered it as a primary core dimension of the brand equity. This 

rough definition, however, does not give enough consideration to the construct of 

loyalty (Oliver, 1999b). Broadly speaking, there are two research streams that define 

and measure brand loyalty from two different perspectives: behavioural and 

attitudinal loyalty. The first one, the behavioural approach, deals with a consistent 

purchase behaviour of a specific brand over time. This approach has been widely 

used to define brand loyalty. From the view of Dick and Basu (1994), true brand 

loyalty implies a commitment to the specific brand and goes beyond repetitive 

behaviour. Therefore, the psychological attachment or commitment that a consumer 

has towards a specific brand should be examined more closely to provide a comprehensive 

understanding of brand loyalty. A richer understanding of brand loyalty in terms 

of its attitudinal make-up would be very useful to marketers in selecting and 

developing their target markets as well as in developing loyalty-building and 

customer-retention strategies. In connection with an operational aspect, Gremler 

and Brown (1996) described three different levels of loyalty. The first level is linked to 

consumer behaviour in the marketplace, i.e. repeated purchases are consequently 

named behavioural loyalty. The second level is attitudinal loyalty , which refers to 

consumer preferences and attitudes, i.e. consumers feel some kind of positive emotional 

connection or devotion to the brand (see Aaker’s (1991: 39) definition). The highest 

level, cognitive loyalty is when a brand comes into in a consumers’ mind first, when 

the need to make a purchase decision arises, i.e. the consumers’ first choice. Cognitive 

loyalty is closely linked to the highest level of awareness (top-of-mind), where the 

interest is the brand, in a given category, which the consumer recalls first.  

 

Value creation 

The level of brand loyalty has also been used as a measure of the success of marketing 

strategy and also as a partial measure of brand equity. Merlin (1997) noted that there 

are two possible views of brand loyalty in context with brand equity. Brand loyalty 
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can be either a dimension that contributes to brand equity (i.e. Aaker’s (1991) 

statement regarding brand loyalty) or a consequence of brand equity (Keller, 2003). 

When brand equity is operationalised as synonymous with price premium, it is, however, 

more rational to consider loyalty as a contributing dimension, rather than assuming 

that price premium would lead to brand loyalty (Merlin, 1997). Rundle-Thiele and 

Bennett (2001) and Taylor et al. (2004) empirically  investigated brand loyalty. Taylor et 

al. (2004) found that behavioural loyalty is largely a function of brand equity.  

 

2.2.3.11 Summary and input for the interviews 

Consumer-based brand valuation conceptualises equity from the consumer’s perspective.    

It is also called brand strength (Keller, 2003; De Chernatony and McDonald, 2003). 

Brand strength is the sum of the overall view of the individual consumer-based 

determinants and drivers (Aaker, 1991, 1996; Yoo et al., 2000; Keller, 2003). Unlike 

financial-based brand valuation models, where the calculation method of brand value 

(e.g. cost approach, income approach, etc.) is also an important aspect, consumer-based 

brand valuation approaches focus mainly on the composition of the determinants and 

drivers (Christodoulides and de Chernatony, 2010). Boo et al. (2009) and Christodoulides 

and de Chernatony 2010) recommended that indicators need to be refined with a critical 

view on use of consumer-based indicators with a permanent focus on the need of 

practising managers. Berthon et al. (2001) and Ambler (2003) highlighted that it is time 

to find an agreed definition of brand equity including the indicators. 

 

Nevertheless, consumer-based brand valuation is useful, because it supports two 

areas, the guidelines for marketing strategies and tactics and areas where research 

can be useful in assisting managerial decision making (Haxthausen, 2009; Sattler et 

al., 2006; Guilding and Pike, 1994). This results from the aspect, that marketing managers 

should gain a view of marketing activities and the effects these marketing activities 

have on brand knowledge (Ambler and Roberts, 2008; Salinas and Ambler, 2009), as 

well as how changes in brand knowledge affect outcome measures i.e. sales, margins 

and brand cash flows (Doyle, 2003, 2001) for developing long-term branding strategies 

(Keller and Lehmann, 2009). Therefore, it is important to know which of the consumer-

based indicators and factors can support the management most effectively (Ambler, 2008).   
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The analysis of the presented seven consumer-based indicators showed that they all 

have an impact on brand equity, are part of the consumer decision making process 

and support the construct of a possible price premium.  

 

However, with the development of numerous consumer-based brand valuation approaches 

in the past years the question about the used determinates and drivers was and is the 

focus of attention, in particular, in Research Question (RQ) 3 which analyses brand 

valuation requirements and key factor drivers. Thus in consideration with RQ 3 and to 

find the appropriate consumer-based key factor drivers the main questions resulting 

from the literature review that have to be discussed and developed with the managers 

in the interviews are about the search for the practice relevant consumer-based indicators, 

which also consider the principles for value-based management and allow the usage 

of a meaningful non-monetary brand performance metric. 

 

Questions for the interviews: 

(1) Are the marketers and accountants satisfied with used and offered consumer-

based indicators in the used brand valuation models? 

(2) What consumer-based indicators were used?  

(3) Did the consumer-based indicators support the brand management? Which are 

necessary? Must they support the brand management? 

(4) Were the managers able to find solutions with the used consumer-based brand 

valuation models? 

(5) What requirements should consumer-based indicators meet to overcome their needs? 

(6) What reasons of valuation should the consumer-based indicators meet and solve? 

(7) Which consumer-based indicators do the marketers and accountants recommend 

to overcome their needs and requirements? 

(8) Should the indicators follow direct or indirect measurement principles? 

(9) How important or relevant is the often mentioned limitation of consumer-based 

indicators that they are not mutually independent from the perspective of 

practitioners in marketing and accounting? 

(10) What importance has the (price and/or volume) premium construct in practice? 

How important are the limitations  in practice and are there any solutions in practice  
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to overcome these limitations?  

(11) How do we “define” the marketers’ brand loyalty and how the accountants? 

How is brand equity measurable? 

(12) How can the proposed indicators be measured? 

 

 

2.2.4 Financial-based brand valuation (= brand value)  

Brand equity originates from a business-financial concept and consists of the net present 

value of all future net surpluses over the cash input that the owner of a brand can earn 

(Knowles, 2008). A financial-based measurement of brand equity, such as the capital 

market-orientated brand valuation, is a suitable approach to express a monetary value 

as required for purposes of financial statements, licensing agreements, acquisition decisions or 

the assessment of damages when intellectual property rights have been infringed 

(Salinas, 2009). So far, the numerous brand equity valuations carried out focus on 

different quantities, such as earning capacity or profit and yield totally different results. 

There is a wide variety of models available for placing a monetary value on brand equity, 

but in some cases these are controversial and the value of their results as an objective 

statement may be limited (Salinas, 2009; Knowles, 2008). The origin of the financial-

based brand valuation constructs and the development of them in the past years developed 

in contrast to the consumer-based brand valuation approaches a certain kind of double 

perspective. The first perspective is the valuation perspective considering ‘only’ the marketing 

aspects. The second perspective considers the accounting perspective with the result 

that for carrying out a financial-based brand valuation a number of requirements has to be met. 

 

2.2.4.1 Requirements of a financial-based brand valuation 

In order to be able to carry out a financial-based monetary brand valuation, certain 

requirements must be met (Barwise, 1993). These requirements derive from different 

demands that a financial-based brand valuation has to overcome, e.g. from the importance 

of accounting implications in brand valuation (Mather and Peasnells, 1991; Guilding 

and Pike, 1994; Sattler et al., 2006; Ambler, 2008), higher ranked valuation systems 

and legal aspects (El-Tawy and Tollington, 2008). For a brand to be valued in monetary 
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terms, IAS 38 requires that the brand is an intangible asset for the company (El-Tawy and 

Tollington, 2008; Salinas and Ambler, 2009). Before discussing the fact of the “brand 

as an intangible asset” it is important to have a look at the legal consideration of brand equity, 

less for marketing purposes but for the accounting purposes (Salinas and Ambler, 2009).  

 

2.2.4.1.1 Legal consideration of brand equity for accounting purposes 

As mentioned briefly in the previous sections, brands represent an asset for the brand 

owner (Kapferer, 2008; Salinas and Ambler, 2009; Doyle, 2003; Aaker, 1991, 1996). 

As a rule, a company's assets are capitalized in the balance sheet. In most accounting 

frameworks (ASB 1999, para 4.7-23; FASB 1985, para 6.25-33; IASB 2001, para 49, 

53-59) an asset is defined as an asset that should produce “future economic benefits” 

(El-Tawy and Tollington, 2008). However, not all assets can be capitalized. The 

following sections show whether it is permitted to report brands on the face of a 

company's balance sheet or not. A brief overview of the legal accounting rulings 

applicable to brands in the UK and in Germany will be presented.  

 

Legal consideration of brand equity in the UK 

Barwise et al. (1989) identified a suspect reliability associated with valuations practices, 

which consider the brand equity. In 1990, the UK Accounting Standards Board 

(ASB)’s Exposure Draft 52 confirmed that the recently developed brand valuation 

approaches remained unlikely to provide the necessary degree of reliability to permit 

companies to report brand valuations alongside those for other assets (Kallapur and 

Kwan, 2004). The Financial Reporting Statement (FRS) 10: Goodwill and Intangible 

Assets, issued in 1997 (ASB, 1997), started to differentiate between internally generated 

brands and acquired brands.  

 

El-Tawy and Tollington (2008) mentioned that basically the IAS38 international 

accounting rule (IASB 1998), states that “ internally generated brands […] shall not 

be recognised as intangible assets”  (IAS38, para 63) regardless of whether they are 

measured at cost (IAS38, para 21(b)) or at valuation and whether they are capable of 

creating future economic benefits (IAS38, para 21(a)) because they are “unique” 

(IAS38, para.78) and they “[…] cannot be distinguished from the cost of developing 
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the business as a whole” (IAS38, para64). The reason for this proscription is the lack 

of reliability of internally grown brands . The reason underlying this position is 

that within the prevailing financial accounting and reporting paradigm a brand is 

only recognised to have a value when this is realised in the act of purchase by the 

acquiring company (Kallapur and Kwan, 2004). FRS 10 permitted the companies to 

include brands acquired in the course of a business in their balance sheets by 

combining them with their stock of fixed assets at cost (Knowles, 2008; Ong, 2001).  

 

Legal consideration of brand equity in Germany 

The German commercial law treats brand similar the British law. In German commercial 

law, a capitalizable asset is seen as an (future) economic value which can be measured 

separately and which is individually marketable, i.e. it can be sold separately (Ehrmann, 

2004). In addition, assets should only be capitalized if they can be realised for 

accounting purposes (Esch, 2006). According to Sec. (§) 27 MarkenG ('Markengesetz': 

German Trademark Act), brands can also be sold individually and are as such 

independently marketable, i.e. they can be transferred separately in a legal transaction.  

 

In the case of acquired brands the valuation question is not a problem because in 

this case the purchase price or acquisition cost can be used for valuation purposes. 

The brands can thus be attributed a monetary value; moreover, this value is 

objectified by the market (Schneider, 2004). Following Sec. (§) 266 (2)  I HGB 

('Handelsgesetzbuch': German Commercial Code) acquired intangible assets are 

conceptually and economically identifiable and can be valued separately and they 

must be capitalized at acquisition cost (mandatory capitalization) (Esch et al., 

2006). Internally generated brands are not deemed to have an objective value 

because it is not possible to precisely determine the acquisition cost of a brand (Esch 

et al., 2006; Schneider, 2004). Moreover, it is considered to be uncertain whether 

intangible assets can be sold at all and how long their useful life is. According to Sec. 

(§) 248 (2) HGB and § 5 Abs. 2 EStG ('Einkommenssteuergestz': German Income Tax 

Law), the capitalization of internally generated intangible assets is prohibited  for 

commercial law purposes and tax law purposes. In this way, the recognition of 

uncertain assets, whose existence and value cannot be substantiated, in the balance 
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sheet is prevented. The main reason for this is the fact that it cannot be forecast when 

the intangible assets will generate a profit and, therefore, a value could only be determined 

on the basis of an arbitrary, subjective estimate (Esch et al., 2006). 

 

2.2.4.1.1.1 Summary and input for the interviews 

In the UK and Germany the rules are primarily geared to protect creditors and to retain 

capital by means of conservative assets valuation (Esch et al., 2006). The guiding 

principle in both countries is prudent valuation, which explains why the capitalisation of 

internally generated brands is not permitted. Balance sheets are, however, incomplete 

if they do not contain assets which are decisive for the value of companies (Munson and 

Mainz, 1990). Scicluna (1994) criticized the opinion that subjectively determined brand 

values, i.e. internally generated brands, are not part of in financial statements and that 

it is better to enter a brand at zero value if the actual value is uncertain (Knowles, 2008), as 

this diminishes the informative value of balance sheets since “... the continued virtually 

complete omission of intangible assets makes the balance sheet incomplete as a statement 

of the position of a business” (Brockington, 1996: 195), as intangible assets are also a “part 

of a comprehensive presentation of a business's asset profile” (Sherwood, 1990: 83).  

 

While German and UK legislators prescribe objective, prudent and verifiable accounting 

in the interest of creditor protection, shareholders, for example, demand future-orientated 

and complete information as a basis for their decisions (Brockington, 1996). From the 

legislative perspective, assets valuation based on estimated future cash flows is currently 

associated with too many uncertainties and is too subjective on the part of the valuer 

(Knowles, 2008). By nature, the balance sheet refers to a cut-off date and reports past 

events (Ehrmann, 2004). This means that even if internally generated brands were included 

in the balance sheet, the brand could only be valued at historical cost because the nature of 

the balance sheet is to ensure comparability with tangible assets. An additional problem is that 

there is currently no consensus of opinion of suitable valuation methods (Esch et al., 2006). 

 

Questions: 

(1) Does the opinion of German and UK legislators in the context of the monetary 

brand value that the valuation is characterized as too subjective correspond with the 
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opinion of the managers? If not, what are the reasons and what solutions can be found to 

increase the acceptance of the construct of brand valuation in practice (see RQ 1)? 

 

(2) Independent of external reporting, companies should nevertheless pay special 

attention to their intangible assets, at least for internal accounting purposes, even if 

they are not allowed to communicate this information externally. Only then can 

activities map out, value, and increase the value of intangible assets as part of 

value-based management. Suitable valuation methods should be developed as the 

basis for the implementation of a performance system (Esch et al., 2006) to make 

brand equity compatible to company valuation and performance systems. 

 

2.2.4.1.2 Brand as an intangible asset 

Even if the brand(s) of a company may not be included in the balance sheet, brand 

valuation is an important aspect for the company, in particular in consideration of 

Guilding and Pike’s (1994) four basic managerial implications of brand valuation (see 

Section 2.2.1.1.2 on page 32). Accountants are often uncomfortable with the concept 

of “brand equity” because they see the world in terms of assets (Knowles, 2008). The 

requirement of a financial-based brand valuation is that brand equity is an intangible asset 

(Doyle, 2003). According to IAS 38, “an intangible asset is an identifiable non-

monetary asset without physical substance”. This definition requires that an 

intangible asset is identifiable to distinguish it from goodwill. IAS 38.12 states that 

an intangible asset only meets the identifiability  criterion in the definition, when it: 

(i) is separable, i.e. it can be separated or divided from the entity and sold, 

transferred, licensed, rented or exchanged, either individually or together with a 

related contract, asset or liability (Knowles, 2008); or 

(ii) arises from contractual or other legal rights, regardless of whether those rights 

are transferable or separable from the entity or from other rights and obligations.  

 

2.2.4.1.2.1 Separability of a brand 

To assign a quantitative equity to an intangible asset, it has to meet the condition of 

separability (El-Tawy and Tollington, 2008; Brockington, 1996). Thus, to value a 
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brand, a brand also has to meet the condition of separability, as otherwise a quantitative 

brand valuation is not possible (Wright et al., 2007). Kapferer (2008) and Barwise et 

al. (1989) explained that the separability and isolation of the brand from the company’s 

remaining intangible assets is the biggest problem in brand valuation - independent 

of the brand valuation model, to be used. Tollington (1998: 185) defines separable 

assets as “assets which can, if required, exist separately from the other assets of a 

business and which are often capable of being used to produce wealth in a variety of 

business situations.” Additionally, assets are separable from each other when it is 

possible to aggregate or disaggregate them (Li, 2002) without loss or gain in the 

recognition and measurement of those individual assets such that the sum of them would 

always be equal to the whole of the assets of the business (see also IASB 2005, CL8). El-

Tawy and Tollington (2008) identified three requirements which are necessary for an 

intangible asset to be separable. These requirements are: (i) the separable function, 

(ii) the measurable function and (iii) the separable measurement.  

(1) Separable function: The legal view of separability is that assets can be disposed of 

or discharged separately without influencing company activities (Companies Act 1985 

Sch.4A,9(2)). This function needs a surrogate artefact that is disposed of or discharged as 

being representative of the intangible asset. In the case of the brand it can be a trademark 

registration, patent letters, etc. (Seetharaman et al. 2004).  

(2) Measurable function: This requirement deals with the fact that revenues are caused 

by the intangible asset “brand” and not other factors. Assets per se are not measurable, 

except in respect of their function, notably, their use in appropriating income (El-Tawy and 

Tollington, 2008). This requirement is the most difficult because of the required 

separation/isolation of revenues from the brand and other tangible and intangible assets. 

(3) Separable measurement: Any asset measurement should be both individual and 

additive so that, in principle, the measurement of the whole disclosed picture of 

financial reality, however represented, is equal to the ‘sum of its individual disclosed 

parts’, whether aggregated or disaggregated. 

 

Most authors recognise the construct of a brand and brand equity (in accounting 

called brand asset) as an intangible asset (i.e. Kapferer, 2008; Ambler, 2008; 
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Knowles, 2008; Doyle, 2003; Keller and Lehmann, 2003; Park and Srinivasan, 1994; 

Guilding and Pike; 1994; Farquhar, 1989). 

 

2.2.4.1.3 Further requirements of financial-based brand valuation approaches 

To be able to evaluate the individual quantitative financial-based brand valuation 

approaches, it is necessary to establish requirements, which the financial-based brand 

valuation approaches have to meet. Authors like Bekmeier-Feuerhahn (1998), Sattler 

(1997), Ambler (2008), Knowles (2008) or Doyle (2003) formulated certain requirements 

for financial-based (quantitative) brand valuation approaches. These requirements are: 

 

Table 7: Requirements for analysing financial-based brand valuation approaches 

Requirements Description 

Future-

orientated view 

and  

long-term view 

A brand valuation model has to consider the future success potential. 

Therefore, the model has to reflect a long-term view of the brand. The 

estimated lifetime of the brand influences several future years which must 

be included in the calculation of brand equity (Doyle, 2000, 2003). 

Short-term measures sometimes fail to reflect the real success of marketing, 

which secures the long-term preferences of consumers, generates future 

cash flow, and maximizes returns for shareholders (Doyle, 2000). Some 

major problems arise from short-term measures: (1) such measures look 

back, and may do not provide indications of future performance (Ehrmann, 

2004); (2) they make marketing results look good in the short-term, thus 

marketing managers may be encouraged to focus on short-term actions 

with the risk of harming the brand in the long run (Keller, 2003, Ambler, 

2008); (3) finally, in the short run, accounting metrics, in particular, 

profitability, do not always reflect the “real” actual situation, (Copeland 

et al., 2000). Long-term measures, in contrast, reflect “reality” because 

much of what marketers do may not have an immediate impact on cash 

flow in the current accounting period, but will pay-off in the future 

(Keller, 2003; Ambler, 2003). 
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Requirements Description 

Cash- 

orientation 

(considering 

cash-inflows and  

cash-outflows) 

Both, the future-orientation and long-term view, demand a present value 

of cash flows (Knowles, 2008; Brealey and Myers, 2000; Doyle, 2003). 

To meet the requirement of “cash-orientation”, it is necessary for a 

financial-based brand valuation model to consider and implement cash-

orientated measures, such as free cash flow.  

Isolation of 

brand-related 

success measures 

and costs 

A brand valuation model must be able to include exclusively brand-related 

expenditure, performance indicators and measures of success (Esch, 

2004). This is particularly important when the brand is seen as added 

value (Sattler, 1997). Thus the differentiation of brand-related cash-

inflows and outflows and of unbranded product-related cash-inflows and 

outflows measures is a further requirement (Salinas and Ambler, 2009). 

Efficiency in 

generating 

brand equity 

The requirements of “economic efficiency” demand that the calculation 

of brand equity is not excessively cost and time-consuming in relation to 

the result and benefit the approach offers (Ambler, 2008). 

Objectivity  Objectivity means that the valuation results and their interpretation are 

independent of the person carrying out the valuation (Kapferer, 2008). 

Generality The criterion of generality is met when the brand valuation approach is 

applicable to different kinds of brands at different points in time or 

on different occasions (Bekmeier-Feuerhahn, 1998). 

Validity An approach is valid when it measures what it is supposed to measure. 

In the case of brand valuation, an approach should measure the potential 

of brand success (Bekmeier-Feuerhahn, 1998). Validity can, i.e., be 

measured by experts by means of consideration of plausibility. A further 

possibility is the use of different indicators, which measure the same, i.e. 

brand success potential, and are based on different techniques, which are 

connected empirically (convergence validity). 

Reliability A method is reliable when the valuation is free from mistakes, i.e. 

when stable, precise and consistent results can be achieved (Entwistle 

and Phillips, 2003; Kallapur and Kwan, 2004). 
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Requirements Description 

Brand extension The last requirement is the consideration of a possible value-enhancing 

brand extension potential, e.g. by means of a brand extension, through 

which additional income and reduced expenditures can be achieved. 

This consideration makes it possible to show the complete success 

potential of a brand.    

 

2.2.4.2 Financial-based brand valuation models 

After discussing the requirements of financial-based brand valuation, this section 

analyses various financial-based brand valuation models, which can be divided into 

three types (Salinas and Ambler, 2009): cost approaches (see Section 2.2.4.2.1), market 

approaches (see Section 2.2.4.2.2), and income approaches (see Section 2.2.4.2.3). 

 

2.2.4.2.1 Cost Approach  

Cost-based approaches consider the costs associated with creating the brand or 

replacing the brand (Cravens and Guilding, 1999), including the cost of research, and the 

development of the product concept, market testing, promotion, and product improvement 

(Salinas and Ambler, 2009). These cost-based approaches are based on the idea of the net 

asset value approach (Bekmeier-Feuerhahn, 1998). There are two general approaches. 

 

2.2.4.2.1.1 Brand Equity Based on Accumulated Costs (Historical Costs) 

The accumulated cost approach determines the value of the brand as the sum of 

accumulated costs expended on the brand to date (Salinas and Ambler, 2009). This 

includes all aggregated historical marketing costs necessary to create and manage the 

brand (Salinas, 2009). This method is the easiest to implement, as all data should be 

readily available (Anson, 2005). This approach has several weaknesses when used 

for a quantitive brand valuation (Reilly and Schweihs, 1999). Limitations  are its failure to 

define the time period in which to consider the costs for the valuation (Anson, 2005). 

This is, in particular, a problem for old brands like Coca-Cola, because the marketing 

costs relevant for this approach can not be reconstructed. A further weakness is that 
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by simply adding together all the marketing costs of a brand is insufficient to generate brand 

equity (Hirose, 2002). Additionally, cost estimates for all forms of obsolescence related to 

intangible assets (Reilly and Schweihs, 1999) e.g. brands, should be adjusted. Such an 

estimate requires the remaining lifespan of the brand to be defined. Finally, many parts of 

marketing investments are very difficult to measure in monetary units (Hirose, 2002). 

 

2.2.4.2.1.2 Replacement cost approach 

The replacement cost approach is an example of the group of accumulated costs 

approaches (Salinas and Ambler, 2009). The replacement cost approach concentrates 

on what a brand would cost today, if an equivalent new brand were built up (Bekmeier-

Feuerhahn, 1998). In many cases, such an approach is not practicable, because 

every brand is unique and a comparable brand cannot be reproduced (Anson, 2005). 

Finally, in most cases the established brand has existed for so many years, that it 

would take years to build up a comparable brand with a similar value (Hirose, 2002). 

 

2.2.4.2.1.3 Advantages and limitations 

The main advantage of the cost approach is its easy implementation and thus the economical 

and cost aspects (Salinas, 2009). If the isolation of brand-related costs is successful the 

cost approach ensures objectivity (Salinas and Ambler, 2009; Sander, 1994). This approach 

would be supported by law, due to its objectivity (El-Tawy and Tollington, 2008). 

 

The historical cost approach does not bear any resemblance to economic value (Aaker, 

1996c; Keller, 2003) and the value does not bear a relation to the open market value 

(Anson, 2005; Salinas and Ambler, 2009), because “cost does not equal price does not 

equal value” (Reilly and Schweihs, 1999: 120). The approach assumes that brands with an 

ineffective, inefficient and expensive cost-structure are valuable, even with a weak success 

and economic brand potential. Brand equity and brand costs do not correlate (Anson, 

2005; Atchley, 1993). Some brands are strong despite low investments, and these brands 

would be significantly undervalued (Sander, 1994). Moreover, the focus on cost creates an 

incentive for management and the company to invest a disproportionately high amount in 

a brand to enhance its value. Furthermore, the historical cost approach is often a highly 
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conservative estimate of the brand value because it does not factor all costs incurred in 

building the brand (Salinas and Ambler, 2009; Barwise, et al., 1989). It is also difficult to 

isolate and quantify all historical expenditure incurred in brand building but it is often 

possible to identify external marketing costs (Ambler, 2003). The next step is to adjust this 

expenditure to inflation. Additionally, the historical cost approach does not consider 

future economic benefits or outcomes. Therefore, the cost approach only provides a 

baseline brand value by which to measure future inputs i.e. future investments (Bekmeier-

Feuerhahn, 1998). The cost approach is inappropriate for a modern monetary brand valuation 

as it only meets a few of the requirements for a quantitative brand valuation approach. 

 

2.2.4.2.2 Market Approach  

The market approach is a brand valuation approach, which values a brand by 

referring to the fair market prices of comparable brands, based on the amount for 

which a brand can be sold (Salinas and Ambler, 2009). The assumption of this 

approach is that the open market valuation is the highest value that a willing buyer 

and willing seller is prepared to pay for the asset (Bekmeier-Feuerhahn, 1998; 

Haxthausen, 2009). Examples are comparable approaches and capital market-

orientated brand valuation approaches. 

 

2.2.4.2.2.1 Comparable Approach 

This approach uses the price paid for similar brands in the past and applies this to 

brands that the company owns (Salinas and Ambler, 2009). The advantage of this 

approach is that it is based on what third parties are actually willing to pay and can 

easily be calculated (Sander, 1994; Haxthausen, 2009). This example highlights a 

problematic aspect of comparable approaches. Little detailed information is available 

on the purchase price of brands and thus limited possibilities of generating single 

multiples (Anson, 2005). This limitation  usually prevents a convincing brand valuation. 

Groves (1997: 139) notes that “in an ideal situation, an independent expert will always 

prefer to determine a fair market value by reference to a comparable market transaction”. 

However, particularly in the field of brand valuation there are several reasons why 

such a fair market does not exist (Anson, 2005). The purchase price of a brand is not fixed 
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through a market, but on the basis of the buyer’s planned strategies, synergies and other 

criteria (Kapferer, 2008). Finally, the comparability of brands is very limited due to 

their uniqueness (Salinas and Ambler, 2009; Schlaberg, 1997). 

 

2.2.4.2.2.2  Capital market-orientated brand valuation approach  

A second model belonging to the group of market approaches is the capital or financial-

market-orientated brand valuation from Simon and Sullivan (1992, 1993). This approach 

uses the financial market value of the company and tries to separate brand equity 

which the financial market ascribes to the brand. Simon and Sullivan (1993: 29) 

defined brand equity as “the incremental cash flows which accrue to branded products 

over and above the cash flows which would result from the sale of unbranded products.” 

The incremental cash flows are based on two aspects which are generated by brand 

equity through competitive advantages: the value consumers place on branded products 

and cost saving aspects. This approach fulfils the requirements of a future-orientated 

brand valuation model as well as those of a multi-periodical perspective and is 

cash-flow-orientated (Ambler, 2008). However, it should be noted that this method 

also has a number of weaknesses. Firstly, this approach is only applicable for stock 

exchange-listed companies (Anson, 2005; Bekmeier-Feuerhahn, 1998). Secondly, it 

is best suited to single-brand companies, because the pro rata method of dividing 

brand equity among a number of brands can only, at best, be an approximation (Simon 

and Sullivan, 1993). This approach requires a transparent and efficient financial market to 

allow a valuation of all tangible and intangible assets, which is not given in today’s 

financial markets (Haxthausen, 2009). Finally, the events generating market identity need 

to be readily identifiable marketing measures. Simon and Sullivan’s approach is not 

appropriated for all marketing events (Simon and Sullivan, 1993). 

 

2.2.4.2.2.3 Advantages and limitations 

The market approach assumes that a market for brands actually exists, and that 

transactions have been completed which can offer a range of reference. In reality, 

this assumption is often not fulfilled because it is difficult to find readily comparable 

brands (Salinas and Ambler, 2009). In the comparables approach the aspect of future-



Literature Review 

 75 

orientation, as well as the isolation of brand specific success parameters is limited 

(Bentele et al., 2003). In most company acquisition cases, the brand is one of many 

elements and thus it is almost impossible to calculate the price (value) of the single 

brand(s) without considering all other elements (Salinas and Ambler, 2009; Sattler, 

1997). If the necessary data is available, the comparables approach is both time and 

cost efficient and thus meets the requirement of “economic” aspects (Ambler, 2008). 

In general, the results of the brand valuation based on the comparables approach are 

independent of the person carrying out the brand valuation, thus objectivity  is met 

(Irmscher, 1997). The comparables approach does not consider possible brand extension 

potential increasing the brand value due to the lack of information and data of 

comparable transactions. Nevertheless, the market approach is generally inappropriate 

for a monetary brand valuation because of the weaknesses mentioned above. 

 

2.2.4.2.3 Income Approach  

In literature, most authors agree that the brand valuation models, based on the income 

approach are the most used models and best suited to evaluate a brand (Reilly and 

Schweihs, 1999; Schlaberg, 1997; Doyle, 2003; Ambler, 2008; Anson, 2005; Salinas 

and Ambler, 2009; Mizik and Jacobson, 2009). The income approach is based on the 

idea of the present value of an income stream which requires the development of income 

stream projections that are then discounted for risk and time value of money. The income 

approach integrates historical and forecast financial results, market risk and brand 

contribution  (Doyle, 2003). A brand valuation carried out by means of the income 

approach comprises of three main basic elements (Kapferer, 2008: 517): 

(1) The first element is the forecast brand income and the separation, isolation 

and determination of economic measures which will be used for the brand valuation.  

(2) The next element is the determination of the number of periods and the regularity 

of income. This should contain all future periods (lifetime periods) when a brand 

will exist and contribute a value. The income approach considers after a certain 

time (e.g. five or ten years) an additional residual value with constant 

profitability and constant growth.  

(3) Finally, it is important to analyse the brand risk rates and discounting rates 

depending on brand and industry.  
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2.2.4.2.3.1 Brand Value based on Future Earnings 

In this approach the valuer attempts to determine the earnings arising from the brand 

by forecasting brand profit and discounting it back at an appropriate discount rate 

(Reilly and Schweihs, 1999). If it has been determined that the brand’s useful life 

exceeds the forecast period, a perpetuity value is calculated at the end of that period. 

The main weakness of this approach is that it determines what proportion of the 

profit is attributable to brand equity and leaves out the consideration of other intangible 

factors (Salinas, 2009). The approach also fails to take into consideration any 

balance sheet implications such as increased working capital. 

 

2.2.4.2.3.2 Present Value Approach 

Using the present value approach, it is necessary to separate the profit for the estimated 

lifetime of the brand. The result is discounted back using an appropriate discount rate 

thus resulting in the present value of future brand profits and brand equity. The separation 

of the brand-related profit  is complicated, in practice, therefore, Reilly and Schweihs 

(1999) proposed using a profit splitting rate. The profit splitting rate estimates the 

share of the profit that is caused by the brand (brand-related profit). This value approach 

has two major weaknesses. Firstly, the necessity of isolation of brand profits resulting 

from branding of the product, which is almost impossible to realise (Arnold, 1992). It 

is doubtful that the brand profit can be separated in an exact manner with a simple 

estimated rate. Secondly, profit is not a cash-orientated measurement (Anson, 2005) 

therefore  the amount of profit can easily be manipulated by applying accounting activities 

such as unjustified depreciation and other extraordinary accounting activities. 

 

2.2.4.2.3.3 Discounted Cash Flow (DCF) Approach 

The discounted cash flow approach has similar characteristics to the present value 

approach. Instead of using future brand profits, the discounted cash flow approach uses the 

future free cash flow (FCF) (Salinas, 2009). The sum of all discounted free cash flows of 

a brand is the brand equity. By using the free cash flow the discounted cash flow approach 

avoids the weakness of the present value approach. From the financial accounting perspective, 

it is better to use free cash flows as they are not affected by accounting activities. Furthermore, 
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cash flow is a key variable for determining the value of any asset (Reilly and Schweihs, 

1999).  A further advantage of the discounted cash flow approach is the integration of 

increased working capital and fixed asset investments. However, the weakness of the 

isolation of a brand-related free cash flow is the same as the isolation of brand profits. 

 

2.2.4.2.3.4 Premium profit approach 

As mentioned above, one of the main problems of many income approaches is the difficult 

separability of the selected brand measures i.e. the brand profit or brand free cash 

flow (Salinas, 2009). In many cases, it is impossible to directly identify the profit or 

free cash flow because these measures are linked to other company performance measures 

(Doyle, 2003). The premium profit approach tries to avoid the problem of 

separability (Barwise et al., 1989). A further aspect is that the benefit of brand equity 

should ultimately be reflected in the brand’s performance in the marketplace. The 

idea of the premium profit approach is that a branded product should sell for a premium 

above an unbranded product (Aaker, 1996c; Agarwal and Rao, 1996; Sethuraman, 

2000; Sethuraman and Cole, 1997). Thus it is possible to isolate the “premium” of 

the brand. Premium profit can be calculated for different measures, for example: price 

difference, volume difference or free cash flow difference (Salinas, 2009; Kapferer, 2008). 

 

The most commonly mentioned premium profit measure is price premium, that is, the 

ability of a brand to command a higher price than an unbranded equivalent could 

(Agarwal and Rao 1996; Sethuraman 2000). In other words, brand value as expressed in 

price premiums can thus be measured by comparing the price of a branded product 

with that of an unbranded one that is identical in all other respects (Barwise et al., 

1989). Price premium can be measured either by (1) asking consumers how much 

more they would be willing to pay for a brand than for a private label or an unbranded 

product or (2) other methods, i.e. conducting conjoint studies in which brand name is 

an attribute (Salinas, 2009). Thus, price premium approaches assume that brand equity 

appears where consumers willingly pay more for the same level of quality due to the 

attractiveness of the name attached to the offering (Bello and Holbrook, 1995). As 

examples of a price premium approach, the approaches of Crimmins (2000) and Herp 

(1982) are explained in more detail. 
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Crimmins’ (2000) Price Premium Model 

Crimmins’ (2000) price premium model has three dimensions of brand value:  

(1) the amount of value added by the brand name,  

(2) the breadth of the added value, i.e. the range of product categories in which 

the brand can generate added value,, and  

(3) the content of the added value, i.e. the specific qualities and associations 

which are implied and caused by the brand name.  

In Crimmins’ (2000) approach the added value of a brand name is the ratio of the price of 

the branded product and the competing product. For example, if two branded 

products are equal in terms of consumer preferences and the price of Brand A is 1.50EUR 

and of Brand B is 1.20EUR, the added value of Brand A amounts to 25%. To measure the 

breadth of the brand value, Crimmins (2000) examined the potential value a brand name 

would have, in the new category in which the brand would enter. Furthermore, in 

Crimmins’ view, measuring brand value ought to be part of brand management and 

brand monitoring . If the brand value changes, those responsible for managing the 

brand may need to take action to steer it in the desired direction. However, Crimmins’ (2000) 

approach has two limitations. Firstly, brand value is not seen as an absolute financial value, 

but as a ratio  (Irmscher, 1997). A further weakness is that the measurement of brand 

value is based on consumers’ statements of their willingness to purchase at particular 

prices, although there is often a rift between consumer’s stated intentions and actual actions. 

The key criticism is that the approach does not consider the differences between product 

characteristics. In reality, consumers are willing to pay different prices for different branded 

products because products have different features, or carry certain features on different 

levels. Thus, the approach does not analyse the pure brand value (Irmscher, 1997). 

 

Herp’s (1982) Approach  

A further price premium approach is Herp’s (1982) approach that is based on a conjoint 

analysis. Herp (1982: 141) defined brand equity as “the sum of all incremental revenues 

earned as a result of branding a company’s product”. Thus Herp (1982) hypothesizes that 

product branding has an impact on the company’s sales success and analyses analytically 

the brand-specific effects as part of the branded product’s sales by using the conjoint-

analysis. In conjoint analysis, a product or brand can be described as a combination of a set 
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of attribute levels (Orme, 2006). The utility value of each attribute level is estimated 

by quantifying the value that an individual places on each attribute level. The utility values, 

contributed by each attribute level, then determine purchaser’s total utility or overall 

judgement of a product (Green and Srinivasan, 1978). By using the conjoint analysis, 

Herp (1982) is able to differentiate between the net product impact and the brand impact. 

To generate brand value, the utilities of the brand are multiplied by the total quantity 

of the sold products (Heider and Strehlau, 2000). One weakness of Herp’s approach the 

reference point used in this method is the sales of a competitive branded product, rather than 

the sales of an unbranded product. Thus, the value difference determined is the lower 

limit of brand equity. A further major difficulty is that Herp’s model can only be applied 

when the analysed brands belong to the same product category and there is little difference 

between the objective products features and functions. An additional weakness of the 

approach is that it does not take account of forward-looking  aspects (Herreiner, 1992). 

 

Summary 

The major advantage of the premium profit approach  is that it is transparent and easily 

comprehensible (Salinas, 2009). The relationship between brand equity and price is easily 

explained and the premium profit approach avoids the problem in separability (Barwise et 

al., 1989). Nevertheless, the premium profit approach also has also some limitations . The 

most often mentioned weakness of the premium profit approach is that there is mostly no 

obvious generic equivalent product (Barwise et al., 1989; Salinas, 2009). Advocates of 

this method argue that there is always a generic product, although this is sometimes 

notional. A further problem and danger is that price premium only captures one dimension 

of brand value whilst omitting other dimensions, e.g. the marketing costs of current and 

future products which reduce the brand value (Salinas, 2009; Esch, 2004; Simon and 

Sullivan, 1993). Thus, for example, a high volume brand from which a company gains 

major benefits in terms of economies of scale and manufacturing efficiency might not be 

sold at a price premium at all, and hence appear to have no value. Smith and Parr (1994) 

argue that in consumer goods sectors a premium profit arises from a larger sales volume 

instead of a higher price due to a large and loyal consumer base. Further, a true assessment 

of financial impact would require overcoming as yet unsolved difficulties in estimating the 

net present value of projected long-run incremental cash flows associated with brand 
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equity over time (Barwise, 1993; Farquhar, 1989; Farquhar and Ijiri, 1993; Srivastava and 

Shocker, 1991). A further weakness can arise from short-term orientated price actions 

that may negatively influence the price premium (Glover, 1997). 

 

Several researchers, such as Aaker (1991), Barwise (1993), Shocker (1991) and Srivastava 

and Shocker (1991), mentioned that problems can arise from the measurement of a price 

premium concept. Literature suggests many ways of determining brand net revenue. One 

method is the comparison of a brand’s price premium with that of a unbranded product 

(Esch, 2004). This method estimates a brand’s incremental profit compared to an 

unbranded product or an equivalent benchmark. However, not all branded products 

have unbranded equivalents that permit a comparison (Reinecke, 2004). Although 

Wertenbroch and Skiera (2002) noted that price premium does not necessarily fully correlate 

with actual consumer prices, Anselmsson et al., (2007) note that pricing strategies 

can confound price premiums. 

 

2.2.4.2.3.5 Advantages and limitations 

In general, income approaches consider the valuation of future net earnings directly 

attributable to the brand to determine the value of the brand in its current use (Reilly 

and Schweihs, 1999; Cravens and Guilding, 1999). All income based approaches, with the 

exception of  the present value approach,  meet the requirements of cash-orientation 

(Reilly and Schweihs, 1999). Premium profit approaches also meet these requirements, 

providing they integrate cash-orientated values (Cravens and Guilding, 1999). In 

most cases, with the exception of premium profit approaches it is difficult to isolate 

the brand-related free cash flow or share of the company’s profit. 

 

All income-based approaches, in particular, the present value approach and the 

discounted cash flow approach, are more cost-consuming and time-consuming than cost 

approaches and market approaches. However, the results and information of the income 

approaches contribute to the creation of brand value in an economic way. In general, 

income approaches have limitations regarding their objectivity. Although the same 

approach and data are used, two valuers will get different valuation results due to different 

estimations, e.g. the discount rate. In general, income approaches have a general applicability, 
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independent of branches, products and services. Furthermore, possible brand extension 

potential is not considered in any income approach. Finally, by comparing all variations 

of the income approach it can be concluded that two approaches meet the requirements of 

quantitative brand valuation approaches to a high degree. These approaches are the 

discounted cash flow approach and the premium profit approach (see Table 8 on page 82).  

 

Salinas (2009) analysed current commercial offered brand valuation models and tried 

to cluster them into cost, market and income approaches. The result was that 77% of 

the models analysed follow the idea of the income approach (see Table 113 on page 

487) and 23% follow a mix of different approaches. The fact that no commercially offered 

brand valuation model follows the idea of the cost approach or market approach shows 

that these approaches are very theory-orientated and not accepted in practice. 

 

2.2.4.2.4 Summary and input for the interviews 

In this section, all previously discussed brand valuation approaches were analysed 

with the aim of reaching a final conclusion as regards RQ 3 (brand valuation 

requirements and key factor drivers). Table 8 provides a brief overview of the 

financial-based brand valuation approaches discussed. These eight approaches are 

compared with the requirements of financial-based brand valuation discussed in 

Section 2.2.4.1.3. Table 8 shows, that not every quantitative brand valuation approach 

meets all the requirements of quantitative brand valuation. The aspect of potential brand 

extension, in particular, is not considered in any of the approaches. It is remarkable that 

two approaches, the discounted cash flow approach and the premium profit approach  

meet the seven remaining requirements to a high degree. Both approaches are only limited 

by a certain degree of ‘objectivity’ originating from the fact that each valuer or valuing expert 

estimates the parameters ‘discount rate’, ‘remaining lifetime of the brand’ and ‘economic 

success measure’ in a different way resulting in different values. The ‘separability’ 

of the free cash flow of the brand within the discounted cash flow approach and the limited 

‘cash-orientation’ of the premium profit approach can be compensated by combining both 

approaches. Based on the results from the literature review, both approaches were 

recommended for further investigation, including the possibility of combining both 

approaches and the resulting financial-based key factor drivers of RQ 3. 
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Table 8: Overview of quantitative brand valuation approaches discussed above 
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Historical costs approach � � � � � � � � Cost 
approach 

Replacement cost approach � � � � � � � � 

Comparable approach � � � � � � � � 
Market 
approach Financial market-orientated 

brand valuation approach 
� � � � � � � � 

Brand value based on future earnings � � � � � � � � 

Present value approach � � � � � � � � 

Discounted cash flow approach ���� ���� ���� ���� ���� ���� ���� ���� 

Income 
approach 

Premium profit approach ���� ���� ����a ���� ���� ����b ���� ���� 
a = depends on what the premium profits are based on. In the case of a price 
premium= yes;    b = depends on the method of collecting premium profits data 
 

Input for the interviews 

(1) The literature review showed three main groups of financial-based brand valuation 

models, including their advantages and limitations. A look at current commercially 

offered brand valuation models shows that the most models follow the income approach. 

The results in Table 8 showed that the income approach offers the most advantages 

in modern brand valuation, especially in combination with a premium based construct. 

These results had to be discussed with the experts, to ascertain their acceptance of 

such a construct of brand valuation. In particular, the limitations need to be discussed: 

(i) How important are these limitations  for the practitioners? 

- In the case of the premium construct, the limitations of often not having 

obvious generic equivalent products; the premium construct often only 

considers one dimension; additionally, short-term orientated actions may 

negatively influence the premium, etc. 

- In the case of an income approach, limitations such as objectivity. 



Literature Review 

 83 

(ii) What solutions practitioners would use? 

(2) Furthermore, the aspect of easy integration of the model into the company and the 

company valuation and performance system makes it necessary to consider further 

requirements in the choice of the appropriate approach and the financial brand-related 

values and metrics (e.g. cash flow, earnings, etc.). 

(3) What financial-based indicators should be used to ensure easy integration and 

usage, in particular in respect to the marketing and accounting perspective? 

 

2.2.5 Combined brand valuation models  

A third group of brand value measurement indicators focus on both the financial-based 

and consumer-based brand valuation. These indicators reflect the status of a brand in 

the market as the result of consumer buying patterns. Against the background of this 

group, the basic characteristic of the approaches of combined brand valuation models 

is the multistage nature. Table 9 provides a brief overview of the selected approaches 

of combined brand valuation models and the dimensions used. 

 

Table 9: Overview of selected combined brand valuation models 

Authors Model Dimensions 
Franzen et al. (1994) Brand Performancer Brand strength,  

Potential of the market 
Haigh (1998) Brand Finance Approach Economic value added, Brand 

value added, Assessing brand risk 
Högl et al. (2002) GfK Brand Valuation 

Model 
Brand isolation model, Brand 
forecast model, Brand risk 
model, Strategic brand option 
model, Simulation model 

Semion (2004) Semion Model Brand strength, Brand image, 
Financial company value, 
Brand protection 

Spannagl (2001) Brand Rating Approach Brand strength,  
Discounted price difference, 
Future brand potential  

Penrose (1989)  Interbrand Group Model 
(old model) 

Brand strength,  
Brand profit 

Trevillion and Perrier 
(1999) 
 

Interbrand Group Model 
(new model) 

Brand strength, Importance of 
the brand for purchase decision, 
Brand profit 
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One of the main limitations of combined brand valuation systems is that these models 

often transform non-monetary values into monetary values (Salinas, 2009). The 

method of transformation depends on the model and is in most cases not published 

and/or is very subjective (Esch, 2006). Table 10 gives an overview of some commercially 

offered models and their coefficients for transformation. Nearly all these models do 

not publish a detailed description of the indicators used and the method of calculation. This 

fact has two disadvantages for companies. Accountants need an exact description of how 

the results were generated to successfully integrate the brand valuation results into 

their performance and valuation system and to make them useable for further strategic and 

operative developments and control. Additionally, as shown in Section 2.2.4.1.1 

brand values generated on subjective calculations should be avoided. 

 

Table 10: Coefficients of commercial models  

Model Indicator/coefficient 
BBDO BEES “Weighting factor” 
BBDO BEE “Weighting factor” 
Brandient Demand Driver Analysis “Role of brand” 
Brand Economics Multiple 
Brand Finance Earnings Split Brand Value Added Index® percentage 
BrandMetrics Dilution® percentage 
Brand Performancer Relative Brand Strength Factor (RBSi) 
FutureBrand Percentage 
Interbrand “DCF” Role of Brand Index® 
Prophet Influence Model “Brand influence” percentage 
Semion Weighting factor 
 

The approaches offered by Semion and Interbrand are discussed and explained in the 

next sections. These approaches are well-known in Germany as both agencies develop a 

ranking list of the most important companies annually (see Table 1 on page 6). 

 

2.2.5.1 The Interbrand Group brand value approach 

One of the best known indicator approaches of brand valuation is offered by Interbrand 

Group. The Interbrand approach considers an earnings-based approach using a scoring 

system (point-based valuation model) based on indicators. The brand valuation approach 

was developed in the late 1980s (Penrose, 1989; Murphy, 1992). The original version 
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of the approach has meanwhile been further developed into a new approach (Keller 

and Lehmann, 2009). The old version of the Interbrand approach, used a brand-

earnings multiplier or weights to calculate brand equity (Salinas, 2009). The brand 

weightings are based on both historical data, such as brand share and advertising 

expenditure, and individuals’ judgments of other factors, such as the stability of product 

category, brand stability, and its international reputation (Frahm, 2004). Brand equity 

is the product of the multiplier and the average of the past three years’ profits 

(Esch, 2003). The two components of the valuation of a brand are the earnings attributed 

to the brand and the brand strength multiple. The former are compiled by Financial 

World, the latter is estimated by Interbrand Group (Frahm, 2004). 

 

Table 11: The seven strength factors (De Chernatony and McDonald, 2003) 

Factors 
Weight-
ings Description Sub-Factors 

Brand leadership 25 A brand that leads 
the sector within 
which it competes  

Market share, market position, 
relative market share, market 
segment, structure, future 
aspects, etc. 

Brand stability 15 Long-established 
brands that 
constantly command 
customer loyalty 

History, current position, 
future development 

Market 10 Degree of market 
stability, market 
growth and has 
strong entry barriers  

Overview, (structure of 
competition, value, volume, 
etc.), trend (market 
dynamism, etc.), prospects 

Internationalisation/
Geography 

25 The strength of the 
brand in the 
international arena 

Past (export history, etc.), 
present (foreign markets 
presence), future 

Brand trend 10 Gives an indication 
of where/how the 
brand is developing 

Development (sales volume, 
market share), status 
(competitive trend), planning 
(development plans) 

Support 10 The support that the 
brand has received 

Quality and continuity 
(advertising activities, sales 
promotion), future strategy 

Legal protection  5 The company’s 
brand protection 
ability  

Rights to name, 
registration, etc. 

Total score 100   
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As Table 11 above shows, brand strength takes seven factors into account (De 

Chernatony and McDonald, 2003). These seven factors contain between 80 and 100 

indicators which create brand strength (Esch, 2003). On the basis of a scoring model, 

these indicators have a value ranging from 0 to 100 that indicate brand strength. 

Brand strength is then correlated with a multiple, such as the price earning ratio, which is a 

gauge of future confidence. The resulting brand multiple is then applied to brand profit to 

derive the value of brand equity. Interbrand has developed a chart, known as the S-curve, 

to combine the brand strength and brand multiple (Kapferer, 2008). The S-curve is 

based on Interbrand’s examination of multiples involved in numerous brand  

P/E-ratios gathered over the past years. Interbrand uses the weighted average profit before 

taxes for the last three years discounted at the rate of inflation (Keller and Lehmann, 2009). 

 

This old version of the Interbrand approach was frequently criticised (Bekmeier-

Feuerhahn, 1998; Frahm, 2004) as the past-orientated profit determination as well 

as the validity of the approach applied to show the relationship between the scoring value 

of the brand strength and the multiplier, were seen as problematic. In the “new” version of 

the Interbrand approach (Interbrand’s DCF model), future brand-related profits are 

forecast (Keller and Lehmann, 2009). The brand share of residual earnings is determined 

by analysing s factors relevant for the purchase (role of branding index). The brand strength 

score is determined on the basis of the “old” method (Kapferer, 2008) and is now interpreted 

as measure of brand risk and used to determine capitalisation interest rate of future residual 

earnings (Frahm, 2004). The new Interbrand approach methodology is shown in Figure 17. 

 

Figure 17: The method of the new version of the Interbrand approach 
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Limitations 

This approach is well-known and considers many aspects of branding, e.g. the use of 

the economic profit figure, making it possible to account for all additional costs and total 

marketing expenditure (Frahm, 2004).  Although, the Interbrand approach seems to be 

comprehensive, it has its limitations , one decisive weakness is the strong influence 

of subjective components (Salinas, 2009; Bekmeier-Feuerhahn, 1998). This criticism 

applies above all, to the selection and weighting of factors and/or their criteria for 

determining brand strength, the arbitrary scale system for the multiplier (S-curve), 

delineation of the relevant market and the estimates necessary to determine brand earnings 

(De Chernatony and McDonald, 2003, Tollington, 1999). In addition, earnings after taxes 

are used to determine monetary brand value, which means that the brand value is partially 

dependent on the tax system in use (Esch, 2003). A second shortcoming is that the Interbrand 

approach compares “apples with oranges” (Frahm, 2004) based on  the perhaps unjustified 

assumption that the brand profits based on P/E multiplier can be valued in the same way as 

the business as a whole (Tollington, 1999). A further limitation is that the data used by 

the Interbrand model are predominantly estimated values, so the resulting monetary brand 

value must also be viewed as an estimated or trend value (Esch, 2003). In terms of 

brand strength the Interbrand model does not focus on the extendibility of the brand 

and only considers current growth trends (Keller and Lehmann, 2009; Salinas, 2009). 

 

2.2.5.2 The Semion Brand Value Approach 

The approach by Semion is based on an indicator model, which is composed of four 

dimensions, namely, brand strength, brand image, financial value of the company 

and brand protection (Frahm, 2004).  

 

Table 12: Dimensions and factors of the Semion Brand Valuation Model (Frahm, 2004) 

Dimensions Published Indicators  
Financial company value  Earnings before taxes, Future earnings trend, etc. 
Brand protection 
 

Product classification, Brand environment, 
International protection, Consumer associations, etc. 

Brand strength 
 

Market share, Market influence, Marketing activities, 
Distribution rate, Brand awareness, Degree of 
familiarity, Brand identity and potential, etc. 
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Dimensions Published Indicators  
Brand image 
 

Consumer associations, Brand image position on 
market, Brand image position among consumers, 
Brand image position among the branded product, etc. 

 

Table 12 shows the sub criteria of each dimension. In total, the dimensions were derived 

from ninety-six brand value indicators. However, a complete list of these indicators and 

their relationships is not published (Frahm, 2004). On the basis of this model, three steps 

are necessary to carry out the valuation of the brand according to the Semion approach 

(see Figure 18). In Step 1, the four dimensions are determined by analysing the various 

indicators. Then, in Step 2, the factor values are additively linked to form a weighted factor. 

Finally, in the last step, the average profit before taxes of the last three years is calculated 

and multiplied by the weighted factor to achieve the financial brand value (Esch, 2003). 

 

Figure 18: Valuation method of the Semion’s Brand Valuation Approach (Esch, 2003) 

(Step 1) 
Financial company value 

Brand protection 
Brand strength 
Brand image 

Total 
↓ 

Weighting factor     x 
 (Step 2) 

 
 
 
 
 
 
 
Average earnings before taxes of the next three years   (Step 3) 

 
= Brand equity 

 

Limitations 

As the Semion Brand Valuation Approach is based on indicators (in total 96), the 

strong impact of subjective components and determinants and the choice of single 

indicators and their weighting are questionable and subjective (Esch, 2003). Additionally, 

the indicators are not independent of each another (Frahm, 2004) and have a correlation 

between the criteria used (Bekmeier-Feuerhahn, 1998). No conclusions can be drawn 

from the brand strength in the minds of the customers as no validity studies exist 

(Esch, 2003). The values are mostly estimated and therefore the monetary brand 

value must be seen as an estimated value (Frahm, 2004). Further crucial points are 
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the selection of most determinants and weighting factors is not published (Salinas, 

2009) and the model does not take future brand expectations into account (Frahm, 2004). 

 

2.2.5.3 Summary and input for the interviews 

“Modern” brand valuation models recognise the need to consider the financial-based 

and the consumer-based brand valuation in one model. These models are conceptionalised 

to offer both brand valuation methods based on the same data (Esch et al., 2006; Salinas, 

2009), which is also important for companies as it allow them to integrate the brand 

equity into performance and valuation system (Ambler, 2008) (see Section 2.2.1.1). 

In addition to this advantage, combined brand valuation models also have limitations. The 

Sections 2.2.1.1.2 and 2.2.4.1.1 showed that financial brand values should be 

generated with models that ensure an objective calculation and have transparent 

model descriptions of value calculation and the determinants used. A crucial point for 

the main limitation of combined brand valuation models is the possible correlation 

between the indicators, methods and weighting factors with (Salinas, 2009; Esch, 

2003; Bekmeier-Feuerhahn, 1998) with the resulting subjectivity. 

 

Question 1: Is it important for the marketers and accountants to have a combined 

brand valuation in practice? 

Question 2: Salinas (2009) showed that all combined brand valuation models analysed 

have a strong impact of subjective components, determinants, weighting factors and 

indicators, etc.. Is it important , with regard to RQ 1 (lack of acceptance), to gather 

information about the problems the managers interviewed had in their brand valuation?  

Question 3: Is it important to get information about possible solutions or 

improvements based on their experiences of brand valuation and the problems they 

encountered from the managers interviewed, with regard to RQ 3 (key drivers, 

indicators and requirements for brand valuation)?  

Question 4: Which combined brand valuation model with consumer-based and 

financial-based indicators considers the brand’s added value?  

Question 5: It is particularly important to get information about, the complicated 

construct of transformation  of non-monetary values into monetary values if: 

(i) this step is absolutely necessary to calculate the financial brand value, and/or 
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(ii) if there are possible alternatives which consider value creation bearing in mind 

the requirements of the marketing performance and other valuation approaches? 

 

 

2.3 Marketing performance and its significance for brand equity 

As shown in Section 2.2.1.1.2, numerous authors (e.g. Ambler, 2008; Knowles, 2008; 

Salinas and Ambler, 2009) see marketing performance as an important link to the 

brand equity construct to make the brand more accountable within the company. The 

following sections analyse the functions and requirements of a performance system and 

the benefits for the brand equity construct. 

 

The benefit of performance systems in marketing 

Marketing is increasingly being called upon to provide evidence of profit contribution 

based on hard facts, and to verify the returns on marketing in order to legitimate the 

budget and thus make marketing and brand management measurable (Kumar, 2004; 

Lehmann, 2004; Webster et al.; 2005). This aspect of marketing accountability is reflected 

at several levels (Salinas and Ambler, 2009; Doyle, 2003; Morgan et al., 2002; Rust et al., 

2004; Ambler and Roberts, 2008). Top management is demanding greater transparency 

of costs and the benefits of the marketing function and activities. Marketing is no longer 

not only seen in connection with the consumption and distribution of resources, but also 

with the generation of resources. There is also growing pressure from capital markets 

and investors to provide information about the billions invested in marketing every year 

and to justify this expenditure (Jagpla, 2008). 

 

Crowther and Aras (2010: 6) mentioned that it is important to consider two aspects to achieve 

a good performance system. The identification of adequate performance metrics and thus 

also the “determination of what good performance actually consists”. According to Clark 

and Ambler (2001: 231) marketing performance measurement is the assessment of “the 

relationship between marketing activities and business performance”. Chenhall (2005: 396) 

notes that “a distinctive feature of these strategic performance measurement systems is 

that they are designed to present managers with financial and non-financial measures 

covering different perspectives which, in combination, provide a way of translating 
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strategy into a coherent set of performance measures” . Such systems often include financial 

aspects, customers, internal processes and long-term innovations (Bush et al., 2002; 

Srivastava and Reibstein, 2005; Lukas et al., 2005; Rust et al., 2004; O’Sullivan and 

Abela, 2007; Chenhall, 2005).  

 

The role of brand equity in marketing performance systems 

O’Sullivan and Abela (2007) show that marketing performance measurement research can 

be divided into three research streams that also include the possibility or necessity of to 

including brand equity in the construct of marketing performance: (i) measurement of 

marketing productivity (Morgan et al., 2002; Rust et al., 2004), (ii) identification of metrics 

used (Barwise and Farley, 2003; Winer, 2000), and (iii) measurement of brand equity 

(Aaker and Jacobson, 1994; Ailawadi et al., 2002; Ambler and Roberts, 2008). In 

principle, the concept of marketing performance follows the concept of value-based 

management and shareholder value (Ehrmann, 2004), which is firmly established in 

company practice (Doyle, 2003, Ambler, 2008). According to this concept, all company 

internal activities are strictly geared to the creation of financial value for the company. 

The creation of sustainable competitive advantages from resources is measured by 

determining the extent to which these competitive advantages contribute to an increase in 

business value (Dekker, 2003). As marketing is responsible for shaping and supporting 

these exchanges, its function as a direct value driver becomes clear here (Becker, 2008; 

Jagpla, 2008) since brands represent key reference objects and value drivers of marketing 

activities (Ward, 2004). The additional cash flows which brands generate, e.g. in the form 

of price premiums, have to be considered when determining the value contribution of 

marketing (Link et al., 2000; Ailawadi et al., 2003; Ambler, 2008). Brand equity can be 

considered as a central valuation and controlling metric of marketing performance 

and corresponds to the brand’s contribution towards increasing the value of the 

company. Determining this contribution involves calculating performance indicators for 

marketing activities and brand activities (Ambler and Roberts, 2008).  

 

A summary and the inputs for the interviews based on the marketing performance 

requirements and limitations are discussed in combination with the results of value-

based management and shareholder value in Section 2.4.1 on page 95. 
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2.4 The benefit of value-based management and shareholder value to brand equity 

As shown in Section 2.3, the principles of shareholder value and value-based 

management have a key role in a performance system and also for brand equity.  

 

Value-based management 

The general idea of value-based management is to create added value. Copeland et al. 

(2000: 56) sees value-based management as “an approach to management whereby 

the company’s overall aspirations, analytical techniques and management processes 

are all aligned to help the company maximise its value by focusing management decision-

making on the key drivers of value”. Thus, value-based management must be interpreted 

as a strategic management with the objective of increasing shareholder value in the long 

run (Lorson, 1999). To achieve this, management’s aim must basically be to undertake 

investments with positive net present values, since such investments will increase the 

value of the company (Pfaff, 2004). According to Ittner and Larcker (2001: 350), 

four key elements are important in value-based management: “(1) defining and 

implementing strategies that provide the highest potential for shareholder value creation; 

(2) implementing information systems that focus an value creation and the underlying 

‘drivers’ of value across a company‘s business units, products, and customer segments; 

(3) aligning management processes, such as business planning and resource allocation, 

with value creation; and (4) designing performance measurement systems and 

incentive compensation plans that reflect value creation” .  

 

Literature primarily connects the implementation of value-based strategies with the creation 

of monitoring and management systems (Günther, 1997; Pfaff, 1999; Richter, 1996; 

Stewart, 1991; Doyle, 2003; Ambler, 2008; Ambler and Roberts, 2008). To do this, 

performance figures and performance indicators which break down the multiple-period 

value increases into targets for periods of less than a year, are required. A number of 

new performance figures, based on the theoretical assumption that additional value can be 

created when the capital yield exceeds the capital costs, were developed (Deimel, 2002). 

 

Shareholder value as a valuation method 

The shareholder value of a firm is defined by Kerin and Sethuraman (1998: 261) as  
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“the net present value of future cash flows streaming from its tangible and intangible 

assets, discounted at an appropriate rate and adjusted for inflation and risk”. Thus, 

the shareholder value is a theoretical investment approach, which is mainly based on 

discounted cash flows that could be gained in future (Reinecke, 2004; Doyle, 2003). 

Shareholder value as a valuation method offers various methods for the valuation of 

companies, business units, or strategies (Meffert, 2002; Nowak, 2003). Rappaport (1998, 

1999) summarized the essential decisions and elements for the increase in assets of 

the shareholder in the shareholder value network. He distinguished between three different 

types of internal management decisions: operative decisions, investments decisions, and 

financing decisions. These management decisions primarily determine the change of 

the value drivers. 

 

Value drivers are figures, which, on the one hand, have a significant impact on the 

company value and, on the other hand, can be influenced directly by means of strategic 

and operative measures (Knorren, 1998). Value drivers have a direct impact on the 

economic returns for shareholders, which are measured by dividends and the company’s 

share price (Copeland et al., 2000). In the operative area, value drivers are sales growth 

achieved, investments in current assets and fixed assets. The value driver cost of capital is 

influenced by this sort of financing which raises the question of the appropriate ratio 

between equity and debt capital. A further value driver is the value growth duration. 

It reflects management's best estimate and provides information about the periods within 

which the return on an investment is expected to exceed the cost of capital rate. These 

individual value drivers control the three valuation components: cash flow from 

operations, discount rate and debt. By applying these valuation components, the generated 

shareholder value can be measured in the form of increases in share price and dividends. 

 

The benefit of shareholder value to marketing and a brand 

Lukas et al. (2005) have analysed five important contributions  of shareholder value to 

marketing. Figure 19 shows these five contributions. 

 

The first contribution of the shareholder value to marketing analysed is that a shareholder 

value approach helps marketing to define its objectives. Lukas et al. (2005) propose 
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that using a shareholder value approach changes the objectives of marketing 

according to the contribution to the governing company objectives (Black et al., 

2001). The new tasks of brand management are to ensure that (i) the level of cash 

flow generated by marketing management activities is high, (ii) marketing management 

achieves the full cash-generating potential quickly and finally (iii) the generation of 

cash flows does not involve unnecessary risk (Srivastava et al., 1999).  

 

Figure 19: Contributions of shareholder value to marketing (Lukas et al., 2005, 416) 

Helps marketing properly define  its objectives

Provides the language for integrating marketing more
effectively with other functions of the business

Allows marketing to demonstrate the importance
of its assets

Prospects marketing budgets from profit-maximization
policies

Puts marketing in a pivotal role in the strategy 
formulation process
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The second contribution is that shareholder value provides the language (i.e. the 

language of top management) for integrating marketing more effectively into 

other functions of the company. The shareholder value offers marketing and brand 

management a tried and trusted method and objectively shows how marketing and 

brand management activities and strategies can contribute to shareholder values 

(Lukas et al., 2005; Doyle, 2003; Ambler, 2008).  

 

The third contribution is that shareholder value allows marketing management to 

demonstrate the importance of its assets. Lukas et al., (2005) highlighted this aspect because 

traditional marketing measures performance only refer to accounting-based metrics, 

which are limited as accounting-based metrics have difficulty in measuring intangible assets.  
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The fourth contribution of the shareholder value to marketing is the fact that 

shareholder value protects marketing budgets from profit-maximization 

policies. Accounting short-term perspective logic tends to cut marketing budgets 

because accounting often sees marketing costs as expenses (Ambler, 2003).  

 

The last contribution of the shareholder value to marketing is that shareholder value 

assigns a pivotal role in the strategy formulation process to marketing. Marketing 

creates competitive advantage (Lukas et al., 2005) and thus generate an economic 

value (Copeland et al., 2000; Hunt, 2002).This fundamental assumption of the 

shareholder value approach ensures that marketing plays an important role in the 

development of competitive strategies (Walters et al., 2002). 

 

2.4.1 Summary and input for the interviews 

By considering and comparing Guilding and Pike’s (1994) four basic managerial 

implications of brand valuation: (i) planning and control, (ii) accounting-marketing interface, 

(iii) authorisation of brand-related expenditures and (iv) brand-related decision making 

with Sattler’s et al. (2006) results for reasons for brand valuation in companies the reasons 

are still unchanged. 

 

Questions and topics for the interviews 

Question 1: Surprisingly, despite the important reasons for a company and the brand 

equity construct itself, there is only a low acceptance of brand valuation in companies. 

Thus, it was of importance to analyse, in particular for RQ 1, what the exact problems of 

low acceptance in practice were, and if the companies were currently able to apply 

all the implications into practice. 

Question 2: Most literature in this review analysed the importance of these managerial 

implications in combination with brand equity. However, literature did not support 

integration into the brand equity construct or approach. Did the companies develop 

any solutions to overcome this lack or did the companies give up possible integration 

due to the lack of knowledge or experience? 
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Question 3: Does the fact that internally generated brands cannot be integrated into 

the balance sheet have an impact on the treatment of brand equity and brand valuation 

within the accounting and valuation system of a company?  

Question 4: A ‘powerful’ performance system also includes specific metrics and 

measurements. Is it important to integrate such metrics into the brand valuation 

approach and thus to extend the performance system through the brand valuation 

construct e.g. by a ‘brand monitoring system’? What kind of strengths, weaknesses and 

threats would such an integration involve ? 

Question 5: Because a performance system is closely related to the principles of 

shareholder value and value-based management, it would be necessary to include 

these principles into a brand valuation model. Besides the advantages these approaches 

offer to brand equity and marketing (see Section 2.4) they also have several 

disadvantages e.g. they are not as objective as literature demands in the generation of 

financial values, based on the estimation of the parameters ‘discount rate’, ‘remaining 

lifetime of the brand’ and ‘economic success measure’ by the valuer. An additional 

problem in valuation is forecasting (Ambler, 2008). 

 

 

2.5 The marketing mix in context with brand equity 

This section focuses on the marketing mix discussed in RQ 4. The marketing mix 

can serve as a basis for an added value chain. This marketing mix literature review aims at 

analysing its possibility and extent. Keller and Lehmann (2009), Doyle (2001) and Yoo et 

al. (2000) argue that each marketing mix action represents effects resulting from the 

accumulated marketing investments into the brand. These effects also affect the 

potential to influence brand equity. Dimensions and indicators like awareness, strong 

consumers brand association, perceived quality, and brand loyalty can be developed 

though careful long-term investments. Thus, Keller and Lehmann (2009) propagate 

that brand equity should be managed on the basis of a long-term character by 

maintaining brand consistency, making appropriate decisions to fortify the brand, 

and fine-tuning the supporting marketing mix.  
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Managing the marketing mix is one of the central tasks of marketing managers (Doyle, 

2003). The marketing mix is a set of marketing tools, that the company uses to achieve its 

goals and objectives in its target market, as the basis for operating decisions within 

the marketing (McCarthy, 2001; Doyle, 2003). Regarding marketing as a process, all 

aspects of a marketing program are presented in a consistent, simple, and disciplined 

manner (Crittenden, 2005). The marketing mix is part of the organisation’s strategic 

planning process and provides guidance for marketers to implement a marketing concept.  

 

Supporting the brand’s added value by the marketing mix 

De Chernatony and McDonald (2003) highlighted, that the added value of a brand 

which customers and consumers perceive is created, not only, through the brand 

name as a differentiating device, but also through the perception of the brand in its 

entirety, resulting from a coherent organisational and marketing approach using all 

elements of the marketing mix. The concept of branding represents the results of a 

well-thought-out plan of activities across the complete spectrum of the marketing mix. 

 

2.5.1 The marketing mix elements and their contribution to brand equity 

Originally, Borden (1965) did not formally define the marketing mix. According, to 

him the marketing mix simply consisted of important elements or ingredients that 

make up a marketing programme. McCarthy (1964) reduced Borden's elements to a 

simple four-element framework: product, price, promotion and place (often also called the 

traditional marketing mix elements “4Ps”) and defined the marketing mix as the 

controllable variables that an organization can co-ordinate to satisfy its target 

market (Keller and Lehmann, 2009). Table 13 give a brief overview of the wide 

range of items belonging to the 4 Ps of the marketing mix. 

 

Keller (2003) and de Chernatony and McDonald (2003) pushed the product into the 

centre of a brand with the result that the product itself is the “heart of brand equity”. 

The product is often the primary perception and experience that consumers have with 

a brand and a possibility for differentiation. To create preference, a brand also has to 

possess positive added values. Added values gives customers and consumers 

confidence in the choices they make (Doyle, 2003).  
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Table 13: Overview of Marketing Mix Elements  

Product Price Place Promotion Participants 
- Quality a,b,c,d 
- Features &   
   options a,c,d 
- Style, Design a,c,d 

- Brand d,e 
- Brand name a,b,e 
- Brand logo c 
- Packaging a,c,d,e 
- Warranty a,b 
- Product line a 
- Service level a,b,c 
- Capabilities b 
- Facilitating 
   goods b 
- Tangible clues b 
- Functionality 
- Services/     
   Support c,d,e 
- Guarantees d 
- R&D 
- Variety d,e 
- Innovations e 
- Product 
improvement e 
- Product range c 

- Level a,b,e 
- List price d 
- Discounts and  
   allowances a,b,c,d,e 
- Payment terms a,b,e 
- Customer’s own  
  perceived value b 
- Quality/price  
   interaction b 
- Trade margins d 
- Credit d 
- Trade-in d 
- Normal-price  
  level c 
- Action-price level c 
- Differentiation b 

 
 
 
 
 
 

- Distribution  
   channels a,b,c,d,e 
- Distribution 
   coverage a,b,d 
- Location a,b,d 
- Assortments d 
- Sales territories b 
- Inventory levels  
  and locations b,d 
- Transport 
  carriers b,d 
- Logistics c,e 
- Key account   
  management c 
- Sales  
  representative c,e 
- Accessibility b 

 
 
 
 
 
 
 

- Advertising a,b,c,d,e 
- Personal selling a,b,e 
- Sales force d 
- Sales  
  promotion a,b,c,d,e 
- Publicity a,b 
- Personnel b 
- Facilitating 
   goods b 
- Tangible clues b 
- Process of service 
   delivery b 

- CRM-Activities e 
- Public relations c,d,e 
- Direct marketing c,d 
- Exhibitions d,e 
- Internet d,e 
- Sponsoring c,e 
- Brand image c 
- Testimonials c 
- Event marketing e 
 

Personnel: 
- Training b 
- Discretion b 
- Commitment b 
- Incentives b 
- Appearance b 
- Interpersonal 
    behaviour b 
- Attitudes b 
 
 
Other customers’: 
- Behaviour b 
- Degree of 
   involvement b 
- Customer/ 
    customer 
    contact b 

 
 
 

a Kotler (1986), b Booms/Bittner (1981), c Walter (2004), d Doyle (2003), e Zollondz (2003) 
 

In many cases, price is the most important element of the marketing mix (Doyle, 2003). 

By combining product quality and price (Aaker, 1996), consumers also combine their 

perceptions of product quality with their perceptions of the product price resulting in 

the perceived quality value (Keller, 2003; Kamakura and Russell, 1993). The price has a 

limited impact on consumer loyalty, because loyal consumers are willing to pay the full price 

premium as they are less price sensitive (Crimmins, 2000; Chaudhuri and Holbrook, 2001). 

 

The channel by which a product is sold or distributed can have a profound impact 

on the resulting brand equity and ultimately sales success of a brand (Kotler, 2000).  

Value, in particular, can be generated by the distribution channel strategy. The 

image of the distribution channel and thus the store has significant positive effects on 

perceived quality, the image and brand equity (Dodds et al., 1991, Yoo et al., 2000). 
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The right choice of stores and distribution channels is closely linked to the question 

of intensity of distribution  (Keller, 2003). 

 

Promotion represents the various aspects of marketing communication with the goal 

of generating a positive customer response. Simon and Sullivan (1993) found a positive 

effect between advertising spending and brand equity. Further positive relationships 

were found between advertising spending and purchase (Archibald et al., 1983) and 

perceived quality (Aaker and Jacobson, 1994). Finally advertising relates positively 

to brand awareness and brand associations as well as to brand loyalty (Shimp, 2000).   

 

Thus, the impact of all marketing mix elements can support the brand equity. The 

individual elements of each ‘P’ are very extensive and can be chosen to transform the 

marketing or brand strategy.  

 

2.5.2 A critical review of the marketing mix  

In recent years, the popularity of the marketing mix concept has increasingly come under 

attack by academics. The views of practitioners and academics on the marketing mix 

differ. After considering the literature on the standardisation of marketing strategy 

and the marketing mix (Ryans et al., 2003; Walter, 2004; Kustin, 2004; Viswanathan and 

Dickson, 2007) it can be assumed that practitioners will still work with and accept the 

marketing mix concept. Additionally, several studies confirm that the marketing mix is indeed 

the trusted conceptual platform of practitioners dealing with operational marketing 

issues (Sriram and Sapienza, 1991; Romano and Ratnatunga, 1995; Coviello et al., 2000).  

 

In contrast, academics mainly criticise that a paradigm like the marketing mix has to 

be well founded by theoretical deduction and empirical research, otherwise much of 

marketing research is based on a loose foundation whose results are questionable (Grönroos, 

1994). Actually, empirical evidence on the exact role and contribution of the marketing 

mix to the success of commercial organisations is still very limited (Constantinides, 

2006). Furthermore, many academics criticize that the marketing mix with its 4 Ps 

framework is too simplistic and misleading (Kent, 1986) thus different marketing mixes 

have been put forward for different marketing contexts (e.g. Kotler, 1986; Booms and 
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Bittner, 1981; Judd, 2003). Developments in the company’s commercial environment, 

changes in consumer behaviour and organisational attitudes over the last four decades, 

have caused the exploration of new theoretical approaches addressing specific 

marketing problems and expanding the scope of marketing management theory.  

 

Developed marketing mix concepts 

Several authors developed marketing mix concepts with the aim to overcome the 

main criticism that the marketing mix is incomplete as it fails to properly consider 

the needs of the customer. Kotler (1984) notes that the marketing mix should include 

customers’ aspects, environmental variables and competitive variables. External 

and uncontrollable environmental factors are very important elements of marketing 

strategy programs. Thus, he added two new Ps: Political power and Public opinion 

formulation.  Lauterborn (1990) criticized that the marketing mix is too product orientated. 

A successful marketing plan must place the customer in the centre of the marketing 

planning. Thus, he replaced the 4 Ps with his 4 Cs to indicate a customer orientation: 

Customer needs, convenience, customer's cost, and communication & CRM. Bennett 

(1997) also criticised that the marketing mix is based on internal variables that are an 

incomplete basis for marketing. Customers are disposed to buy products from the opposite 

direction which is suggested by the marketing mix. Thus, he developed five V’s as criteria 

of a customer disposition: Value, Viability, Variety, Volume and Virtue. Yuddelson’s 

(1999) marketing mix is based on four activities: Performance, Penalty, Perceptions 

and Process. His reason for these changes is that the traditional marketing mix is not 

the proper basis for 21st century marketing. The developments in marketing require a 

new flexible platform with the simplicity of the old model which remains an attractive 

factor. In order to overcome some of its deficiencies, the 4Ps have been expanded. 

Judd (2003) suggests a fifth P, “people”, thereby regarding marketing staff as a major 

marketing parameter. Finally, Gummesson (1994) developed a 30 R’s model, based on 

relationship marketing, which gives more consideration to the long-term interactive 

relationship between the provider and the customer, and long-term profitability. 

 

A dynamic-orientated marketing mix 

Hakansson and Waluszewski (2005) critically analysed the marketing mix with the result  
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that the 4Ps can still be a useful starting-point in many analyses but then the model has to 

be individually  reframed including a new conceptualisation of the 4Ps. Hakansson and 

Waluszewski (2005) suggested moving the marketing mix towards a more dynamic-

orientated view as the 4Ps are important sources of dynamics which  allow marketing 

managers interactive activities. This dynamic-oriented view is based on two assumptions. 

The marketing mix is originally a resource allocation model but the basic marketing 

problem is the development of resources rather than the allocation of them. The marketing 

mix is based on the second assumption, that there is a linear dependency between the 

resources put into a mean (input) and the outcome. This provides marketing managers with 

information on the possibility of finding an optimal solution between input and outcome. 

 

2.5.3 The marketing mix from different perspectives 

In the following, the central role of the marketing mix is explained from 3 different 

perspectives: brand equity, accounting, value-based management and 

shareholder value. 

 

2.5.3.1 The marketing mix and brand equity 

According to Keller (2003) the primary input for any value creation and the resulting 

brand equity comes from marketing activities or marketing mix activities related to the 

brand and the corresponding marketing program. Furthermore, Keller (1993: 2) 

highlighted that “consumer-based equity involves consumers’ response to an element 

of the marketing mix for the brand in comparison with their reactions to the same 

marketing mix element attributed to a fictitiously named or unnamed version of the 

product”. Judd (2003) explained the impact of the marketing mix on brand equity from the 

company’s perspective, and states that the controllable elements of the marketing mix 

collectively form the basis for customers’ perceptions of a brand. Thus, differentiation of 

brand equity can be achieved by differentiating the manner in which one or more marketing 

mix elements are perceived in the marketplace. Ambler (2003), viewed the marketing mix 

from the financial perspective and investigated the costs and the expenditure of marketing 

mix, which also influenced brand equity. He defined the marketing mix (and budget) as 

the sum of all expenditure intended to strengthen brand equity.  Yoo et al. (2000), 
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found a significant impact of the marketing mix on brand equity in their studies. They 

analysed that the impact of the marketing mix on brand equity was either brand-building 

activities or brand-harming activities. 

 

In summary, the previous sections revealed that the marketing mix has an impact on 

brand value, which is empirically verified  (Yoo et al., 2000). On the one hand, the 

marketing mix is part of the marketing process, which in turn aims to support the 

increase in brand value through appropriate marketing and brand strategies. On the 

other hand, this impact results from the method in which the marketing mix is used 

to achieve certain purposes and attitudes towards the brand in the market. 

 

2.5.3.2 Marketing mix, the interface between marketing and accounting 

Doyle (2003) analysed that two perspectives, a marketing-led and an accounting-led 

perspective, of the marketing mix are possible (see Figure 20).  

 

Figure 20: Alternative perspectives of the marketing mix (Doyle, 2003) 
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The marketing-led perspective can maximise brand equity for customers and consumers 

with i.e. a broad product line with optimised products which solve the customer’s 

problems and have low prices, while at the same time easily reducing the shareholder 

value due to increasing costs (Doyle, 2003). A marketing mix is not sustainable if it 
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does not generate an economic return to shareholders (Ward, 2004). To avoid the 

disadvantages of the marketing-led marketing mix approach, an accounting-led approach 

can be applied (Doyle, 2003). From the accounting-led perspective, the advantage of 

the marketing mix is that it is the central determinant of the four drivers of an 

accounting-led approach: increasing sales, raising prices, reducing costs and cutting 

investments (Doyle, 2003) and thus a good tool for increasing the returns on investments 

and a bad tool for gaining and retaining customers. A limitation  of the accounting-

led mix is that actions are limited to a short-term success and do not give enough 

consideration to the customers, i.e. cutting advertising costs will also cause a long-term 

disadvantage because it leads to decreasing brand awareness and image. 

 

Doyle’s (2003) two perspectives of the marketing mix support the assumption that 

marketing and accounting use the marketing mix driven by mostly two different 

motivations. Thus, the marketing mix is a possible tool to generate a common 

language between marketers and accounting managers. 

 

2.5.3.3 The marketing mix, value based management and shareholder value 

Doyle (2000, 2003) claimed that the marketing mix leads in most cases to unprofitable 

decisions because it is not grounded in financial objectives such as increasing shareholder 

value. A value-based marketing mix approach combines the principles of the 

marketing-led and accounting-led approaches. In line with the concept of value-

based management (Doyle, 2003), the objective of marketing is the development and 

implementation of a marketing mix that maximises shareholder value. Doyle (2000) 

argued that an approach that maximizes shareholder value provides a rational framework 

for managing the marketing mix. This includes the advantage that it aligns marketing 

decision-making to the goals of the board and top management as they not only concentrate 

on a single key figure, such as sales or market share, but also include marketing and brand 

strategies which enhance the corporate’s value (see Section 2.3). Corporate value is 

determined by the discounted sum of all future free cash flows. This is particularly 

important as the marketing mix as it is the tool that generates sales and brand 

equity and provokes costs through its function. By considering the principles of value-

based management and shareholder value the marketing mix has to include a long-
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term perspective which helps marketing management to create long-term financial 

value. This is important for both the brand and its continuous growth on the market, 

making it possible to increase brand equity and, hence, shareholder value. 

 

2.5.4 Summary and input for the interviews 

The marketing mix concept is one of the core concepts of marketing theory and 

practice (Kotler and Bliemel, 2006). Thus, this shows the current explosiveness of 

RQ 1 and how controversial this topic, namely, the lack of acceptance of the brand 

valuation construct is, in practice. In the context of brand equity, it is important to 

note that the marketing mix has the potential of affecting brand equity (Keller, 

1998, 2003; Ambler, 2003), as any marketing mix action represents the effect of 

accumulated marketing investment into the brand. The marketing mix represents, 

from the perspective of the company, the controllable elements of marketing to 

achieve a differentiation of the brand and thus the added value (de Chernatony and 

McDonald, 2003). Doyle (2003: 288) argues that “most of the writing on marketing 

has described the marketing mix, but not provided a rational framework for managing it.”  

Thus, in combination with the concept of value-based management, Doyle (2003: 

287) highlights the use of the marketing mix as a tool “that maximizes shareholder 

value”. He reinforces this statement by mentioning two advantages (Doyle, 2003, 

2001): (i) such a marketing mix would align the marketing strategies and decisions 

with the goals of top management and thus enhance the company’s value, which is 

more important than the sales and market share; and (ii) by enhancing the company’s 

value and thus the shareholder value, the principles of the shareholder value provides 

criteria to determine the marketing mix in a rational and unambiguous way. Thus the 

marketing mix is in general able to serve as a basis for an added value chain. 

 

Question 1-2: 

(1) It is important to analyse whether the marketing and accounting managers follow 

the recommendation to use the marketing mix as a basis of value-based management 

and shareholder value and thus as an important element that influences brand equity.  

(2) A further objective is to gain information of how the managers will see the marketing 

mix as a part of the value chain and how the marketing mix could support such a value chain. 
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Questions 3-5 about critical issues of the marketing mix in literature: 

The popular version of the marketing mix has increasingly come under attack as an 

unchallenged basic model of marketing (Judd, 2003). The main criticism was and 

still is (i) that the 4P framework is too simple and misleading (Kent, 1986), (ii) that 

the marketing mix is too product-orientated and therefore modern marketing should 

not focus on it (Lauterborn, 1990) and that (iii) the marketing mix is not flexible 

enough in today’s markets (Yudelson, 1999). With regard to the literature on standardising 

(Kustin, 2004; Walter, 2004) the marketing mix in companies and the relevance of 

this subject in practice, it seems that the marketing mix is nonetheless an important 

and essential tool in marketing. On basis of the high acceptance of the marketing mix 

in practice, it is of importance to know, if and how managers evaluate the limitations 

of the marketing mix proposed by literature, that the marketing mix is (3) a too 

simplistic and misleading framework, (4) too product-orientated and less consumer-

orientated, and (5) too inflexible and insufficiently market-orientated. 

 

Question 6: Hakansson and Waluszewski (2005) came to the conclusion, that the 

traditional 4Ps marketing mix is a useful starting-point but then the model has to be reframed 

individually for each company and target market. Bearing in mind that the marketing 

mix is from its origin a resource allocation model, the aim is to give the marketing mix a 

dynamic perspective where interaction is a key mechanism, where the value of 

resources are not given but can be developed by optimising input and outcome of the 

marketing mix. (6) It is important to gain further information if managers agree with 

this result and if yes, what solutions they use in practice to overcome this limitation. 

 

 

2.6 The German term “controlling” in context with strat egic management accounting 

The following sections aim to give a definition  of, and information  and an 

understanding of the principles of German literature on the term “controlling”  

and the comparison with British company functions. 

 

Definition of the term and function “controlling” i n Germany 

In Germany, “controlling” is an accounting-based integrated concept for the  
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coordination, planning, management and control of the company, its development 

and its performance in the face of dynamic competition (Ehrmann, 2004). “Controlling” is 

considered to be a management function, which determines what information is needed 

to document relevant current information for decisions on planning, management and 

monitoring (control) of corporate objectives (Köhler, 2001). Relevant information in this 

context is not limited to monetary information; quantitative, non-monetary as well as 

qualitative information is also of relevance (Brunner and Sprich, 1998, Ittner and 

Larcker, 2003). Problems can be solved by implementing a special “controlling” 

system for marketing and brands (Ehrmann, 2004). 

 

Long, short and medium term aims of “controlling” 

The task of strategic controlling is to increase long-term earnings potential of the 

company (Horváth, 1998). In the short and medium term, the corporate objective is 

to preserve liquidity  and to generate profit . Liquidity is an indicator, which is used 

differently in the two accounting systems (Günther, 1997). Operative controlling 

focuses on the activity-based implementation of strategies. 

 

The controlling process 

Once corporate objectives have been identified and the associated budget targets 

established, planning is put into practice. The extent to which targets have been 

achieved is subsequently reviewed. The controlling process is therefore often referred 

to as Cybernetic Model (Esch, 2006), a feedback system in which feedback takes the 

form of control. Under examination is the extent to which targeted plans have been 

achieved and who was responsible for the variances from target. This information, can 

in turn, be used to derive recommendations for action for future planning (of targets, 

measures and resources) (feedforward) (Dellmann, 1996). 

 

Monetary and non-monetary metrics 

The task of “(brand) controlling” is to balance the various interests of those responsible 

for the brand from various company areas and to use different sources of data 

(monetary and non-monetary) to support the decision-making process (Güldenberg 

and Franzen, 1994). Particular attention has to be paid to the extent to which activities 
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of brand policy correspond to the company’s strategic target value in the context of 

value-based management (Tomczak et al., 2004). 

 

Comparing “Controlling” with strategic management accounting 

There is no agreement on the definition of strategic management accounting in 

existing literature. Lord (1996) and Dixon and Smith (1993), see strategic management 

accounting as a combination or as an interface of management accounting and strategy. A 

further group of authors argue that marketing is the most relevant orientation for 

strategic management accounting (Roslender, 1995, 2006; Roslender and Hart 2002; 

Foster and Gupta, 1994). By transferring the focus to marketing Roslender and Hart 

(2002) developed a “brand management accounting” framework. This framework 

contains basic measures that focus not only on market share and market growth, but 

also on brand strength and brand income statements. Roslender and Hart (2002: 

260) described the result of their framework as a “more strategically informed approach 

to management accounting”. This also results from their understanding of strategic 

management accounting, which aims to integrate strategic implications into management 

accounting (Roslender and Hart, 2003). The characteristics of such a relationship will 

require managers to abandon their discipline-focused practices and to adopt greater 

inter-functional co-ordination, and possibly more towards an area that they term “strategic 

marketing management accounting”. Considering the different definitions of strategic 

management accounting and the German “controlling” and the developments of 

Roslender and Hart (2002, 2003), the German understanding of “controlling” is 

comparable with the function of strategic management accounting. 

 

2.7 Current situation of brands in the German consumer goods sector  

This thesis deals with the development of a brand valuation model for product brands 

in the consumer goods sector. Consumer goods are defined as “any tangible commodity 

produced and subsequently purchased to satisfy the current wants and perceived 

needs of the buyer” (Encyclopædia Britannica, 2008). In Germany, around 50,000 

brands compete with one another to attract consumers (Headrich et al., 2003). This 

section discusses the question if and which specific consumer goods market indicators are 

necessary for a brand valuation model that is valid for all sub-branches (Research 
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Question 2) by elaborating on the present state of the brand in the German consumer 

goods sector. A high level of competitive advertising pressure is typical for consumer 

goods markets for various reasons such as the brand parity  (BBDO, 2009), due to 

lower degrees of innovation (Roland Berger Strategy, 2005), ever fiercer cut-

throat competition, information overload of consumers, rising expectations and 

extreme consumer price sensitivity (Bridges et al., 2007). 

 

Brand Parity 

Consumers have found it increasingly difficult to differentiate between the ever-growing 

numbers of brands in recent years. The Brand Parity Study 2009 by BBDO Consulting 

(BBDO, 2009) discusses this issue. The majority of brands in Germany are fighting 

for customers with an indistinct brand profile . On average, consumers perceive 64% of 

all brands as interchangeable. As a result, unspecific possible sub-branch characteristics 

are the driver of the brands in the different sub-branches but price will inevitably 

become the most important factor and driver in the purchase decision. 

 

Price sensitive and hybrid consumer 

German consumers are becoming more and more sensitive to prices. Reasons include 

changes of the controversial labour welfare laws (Hartz IV) and health reforms (Bridges et 

al., 2007), the unification of Germany, the introduction of the Euro and rising costs. 

As a result, consumers have had to limit their expenditure on consumer goods (Bridges et 

al., 2007).  The growing share of hybrid consumers follow two opposing consumption 

patterns: On the one hand, they are price conscious, on the other, they are particularly keen 

to buy brands (Müller, 2001). As a result brand managers have to do a balancing act. 

On the one hand, their strategies must not be geared solely to brand loyal consumers, on 

the other hand, they must not forget the constantly growing target group of smart shoppers 

without, however, damaging the brand image, by over-frequent price campaigns. The 

drivers (brand loyalty and price) resulting from this trend are sub-branch independent. 

 

Premium brands and value brands sell best 

A study carried out by OC&C Strategy Consultants in 2006 revealed that in many 

areas of the consumer goods sector high-priced premium brands and low-price 
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value brands are in fact starting to capture a larger market share (OC&C Strategy 

Consultants, 2006). The losers of this development are the mainstream brands. This 

trend also contains drivers and factors which are sub-branch independent. 

 

Increasing shifts in consumer values 

Another trend that is becoming apparent is the increasing shift in values of the consumers 

which is also clearly reflected in their purchasing behaviour (Weinberg and Diehl, 2001; 

GfK Roper, 2007). This trend means that the consumer wants to experience more 

(Kroeber-Riel and Weinberg, 1999), in brand terms and that experience-orientated 

brand management, i.e. charging the brand with emotion by creating worlds of experience 

for brands, will play a more important role in brand image strategy (Weinberg and 

Diehl, 2001; GfK Roper, 2007), which is basically a sub-branch independent driver. 

 

Manufacturer brands vs. retail’s private labels  

Private labels (discounter and retail brands) in close competition to manufacturer brands 

continue to grow, in particular in the FMCG. The value shares of private labels are 30% in 

Germany and 28% in the UK (Nishikawa and Perrin, 2005). Private label sales grew by 

3% in Germany, while sales of manufacturer brands declined by 2%. Private labels are 

considered a good alternative to other brands by 88% of German and 81% of British 

consumers. When asked 82% of British consumers and 81% of the German consumers 

said that private labels offer an extremely good value for money and their quality is at 

least as good as that of the big manufacturer bands (Nishikawa and Perrin, 2005). The 

growing trend of private labels is independent of sub-branches. 

 

Brand extensions 

The study by OC&C Strategy Consultants in 2006 also deduced that brand extension has 

become another important trend and motor for brand growth, in particular for product 

innovation (OC&C Strategy Consultants, 2006). In 2005, 67% of the largest consumer 

goods manufacturers, used their strong brand names to conquer new market segments or 

attract additional target groups. The brand extension strategy is a sub-branch 

independent strategy and (can) include all consumer goods sub-branches. 
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New products und re-launches 

Successful brand manufacturers made 53% of their sales with new products developed in 

the past three years. New products and re-launches have to offer the customer real 

added value or benefit (Roland Berger Strategy, 2005). Manufacturers can score 

here not only with completely new products but also with improved product strategies. 

The idea of such strategies is basically branch independent. 

 

High flop quota for innovations and short innovative cycles 

The search for innovative development possibilities shapes the German consumer goods 

industry (Michael et al., 2002). Yet, clear visions are lacking and companies still 

prefer intensifying tried-and-tested strategies rather than taking a completely new tack. 

Short innovation periods put pressure on brand companies, thus, a large number of flops 

in the areas of innovation and new product launch is a high risk factor for a company 

and for the brand (Sattler, 1998). More than 70% of the 30,000 product innovations 

developed each year do not live to see their first birthday (Roland Berger Strategy, 

2005). This trend is also market independent and thus a market independent driver. 

 

2.7.1 Summary and input for the interviews 

Brand manufacturers in the consumer goods industry are generally in a difficult situation 

to sell their brands successfully. Various factors are forcing companies to use sophisticated 

brand management which gives the brand manufacturer a value-enhancing competitive 

advantage. These factors are, among others, (1) huge numbers of brands that cause 

increasing brand parity in the eyes of the consumer (BBDO, 2005), (2) consumers have 

become more price sensitive (Bridges et al., 2007), (3) a growing shift in consumer values 

is forcing brand managers to rethink the image and the positioning of the brand, (4) the 

choice of brands and price segments by hybrid consumers are increasingly unpredictable 

with the result that mainstream brands are becoming increasingly unattractive for consumers 

(Esch and Wicke 2001; GMI 2005), (5) cuts in company brand budgets and a growing 

demand for brand profitability result in the brand extension of successful brands and the 

phasing-out of unprofitable ones, (6) product imitations and me-too strategies force 

companies to launch and re-launch innovative products which set the brand apart from 

the competition in ever shorter cycles (Roland Berger Strategy, 2005), which in turn 
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harbours the high risk of raising the flop quota (Michael et al., 2002), (7) the dramatic 

success of private labels is forcing companies to develop a sophisticated brand strategy 

which offers the consumer added value. 

 

Question: 

On the basis of these results it seems that the characteristics and drivers of brands of 

the consumer good markets are more of general nature which consider not only one 

or a few specific industries or branches. This implies that there are no specific consumer 

goods market indicators and drivers in the sense of Research Question 2. It is 

important to discuss this insight with managers of different industries and sub-

branches of the consumer goods market to find out if the results also prove to be 

correct in practice. It must also be established if managers prefer a more industry 

independent brand valuation model that is able to cover with its indicators as many 

industries and sub-branches as possible with its indicators or if the managers see a 

necessity to have brand valuation models that only cover a specific sub-branch. 

 

2.8 Literature review, summary and conclusion 

The literature review analysis showed that the construct of brand equity has gained a 

very important aspect  in literature to enable e.g. the company to measure the total 

company value including intangible assets (Knowles, 2008; Salinas and Ambler, 2009; 

Sattler et al., 2006). Literature has developed a lot of different brand valuation 

approaches in the past years (Aaker, 1991, 1996; Swait et al., 1993; Simon and Sullivan, 

1992, 1993; Keller, 1993, 2003; Smith and Parr, 1994; Park and Srinivasan, 1994; 

Agarwal and Rao, 1996; Crimmins, 2000; Yoo, et al. 2000; Vazquez et al., 2002; 

Netemeyer et al., 2004; Pappu et al. 2005; Christodoulides et al., 2006; Kocak et al., 

2007; Buil et al., 2008; Shankar et al., 2008; Burmann et al., 2009) for different 

reasons (e.g. reasons which are consumer-based, financial-based, etc. driven). Quantitative 

studies from Reinecke and Tomczak (2001), Reinecke and Reibstein (2002) and Sattler et 

al. (2006) showed that, in practice, the construct of brand valuation is also very relevant in 

Germany, but has hardly been used by companies in the past years. This noticeable 

and contradictory trend between literature and (German) practice was the basis and 

impetus for this research work and the basic for RQ 1 about the lack of acceptance. 
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A further result of the literature review was, that the analysis of existing brand valuation 

models showed that all models had limitations that were not compatible with the aims of 

the researcher of this thesis to find a brand valuation model that: (1) finds a better 

acceptance and usage in practice and (2) also enables managers of small and medium-

sized brand manufacturing companies (SME) with little and limited budgets to evaluate 

their brands –  without their dependence on third parties (e.g. consulting and advertising 

agencies) and (3) without being a “stand alone” solution of the brand value within the 

company valuation system. Thus, the researcher decided to develop a brand valuation model 

based on the results of the literature review and the findings of the interviews (see RQ 5). 

 

From the methodological perspective, the literature review offered several insight 

and results which were also the initiators and triggers for some of the research 

questions presented in Section 1.2 on page 7. The further sections of this brand 

literature review summary and conclusions will discuss the main results and limitations 

which need further investigation and their influence on the Research Questions. 

 

Brand equity and brand valuation 

The literature reviewed showed that all the subjects and aspects which allow a successful 

brand valuation also have limitations and weaknesses. As the brand valuation model 

should have a high degree of practice relevant aspects, it is also important to consider 

how relevant these limitations are for practitioners and how they would deal with 

them. The following results in brand equity literature were important: 

 

• One limitation  of brand valuation models is that most developed brand valuation 

models in literature consider either consumer-based aspects or financial-based 

aspects (Salinas, 2009). However, trends in brand valuation models which are 

currently being offered commercially by consulting and advertising agencies, 

clearly show that modern brand valuation models have to consider both aspects, 

i.e. models from Interbrand or Semion (Knowles, 2008). This limitation was one 

important aspect explaining the lack of acceptance of the brand valuation construct in 

practice (see RQ 1). Therefore, it is necessary to get more information about the 

consideration of both aspects in practice and how they should be structured.  
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� The investigation of the brand equity literature showed that (i) the included 

components of consumer and/or financial-based aspects, (ii) the indicators used in 

the model and (iii) in the case of financial-based models the method by which they 

calculate the financial brand value were the main reason for the degree of acceptance of 

the models in literature and practice. The search for the “right” indicators, the components 

and the calculation method made it necessary to find the important brand key factor drivers 

to deduce the relevant indicators. These brand key factor drivers can originate in the 

function of the brand, the construct of brand equity and other influences (RQ 3) and 

possibly from the industry (RQ 2). Thus, it is necessary to conduct further research. 

 

Financial-based brand valuation approaches 

• A weakness of modern financial-based brand valuation approaches, which 

supports the lack of acceptance of the brand valuation construct (see RQ 1), is the 

fact that they do not meet the requirement of absolute objectivity (Ambler, 2003; 

Barwise et al.; 1989). This includes the valuation method and in combined brand 

valuation models also the transformation  process between non-monetary into 

monetary values (Frahm, 2004). This also requires the search for further information 

about weaknesses and how such a ‘transformation’ could be solved in a future brand 

valuation model. The detailed analysis of different categories of financial-based 

brand valuation approaches showed that a modern financial-based brand valuation 

approach which follows the requirements (see RQ 3) of the income approaches 

fulfils the principles of shareholder value (Doyle, 2003; Knowles, 2008; Ward, 

2004; Reilly and Schweihs, 1999; Schlaberg, 1997). In combination with the 

construct of premium profit  they allow a differentiation  between brand-related 

cash inflows and cash outflows (Barwise et al., 1989; Chandhuri and Holbrook 

2001; Netemeyer et al., 2004; Salinas, 2009) and thus the consideration of the 

brand as an added value to a generic product (Ambler, 2008; Esch et al. 2006; 

Sethuraman 2000; Sethuraman and Cole 1997). A combination of both approaches 

would meet the requirements (1) of the integration the brand value in the company 

system and (2) allow the consideration and calculation on only the added value 

caused by the brand. Such a combination would also reduce the limitations of 

financial-based and combined brand evaluations to a minimum (see Table 8). 
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Nevertheless, such a combination also contains the “traditional” problems of the 

constructs and approaches of shareholder value, value-based management and 

premium profit, which needs to be discussed with marketers and accountants. 

� In a further step, it is essential to find out if such a solution would find more 

acceptance. In a second step, more detailed information about how this solution or 

any other solution can be realised and solved has to be investigated. Besides the 

focus on these two approaches, the identified key factor drivers (see RQ 3) have to 

be verified by the managers based on their experience. 

 

• Beside the important and necessary advantage of the ability to identify the brand-

related cash inflows and outflows the premium construct has several weaknesses 

(Salinas, 2009; Barwise et al., 1989). These weaknesses include, in particular, the 

questions of methods of data collection (Balderjahn, 2003), finding equivalent comparable 

products (Reinecke, 2004) and the objectivity of such constructs (Salinas and 

Ambler, 2009; Ambler and Roberts, 2008).  

� Literature about the premium construct showed that it not only has several advantages 

but also limitations. In a further step, it is important to analyse if the advantages are 

more important for implementation in practice than the limitations which results form 

the usage. Furthermore, it is necessary to find out if managers can offer solutions based on 

their experience, to overcome these limitations and ensure a successful integration of 

the premium construct and thus avoid that a further brand valuation model would 

reinforce the problem of RQ 1 instead of reducing it. 

 

Consumer-based brand valuation approaches 

• The analysis of consumer-based brand valuation approaches showed that a lot of 

different consumer-based brand valuation approaches exist (Aaker, 1996; Keller, 2003; 

Yoo et al. 2000; Netemeyer et al., 2004; Pappu et al, 2005; Christodoulides et al., 

2006; Kocak et al., 2007; Shankar et al., 2008; Buil et al., 2008; Burmann et al., 

2009; etc; see also Table 6). The focus of the consumer-based brand valuation is, 

in contrast to the financial-based brand valuation, more on the usage and analysis 

of the true consumer-based indicators and less on the analysis of complete models 

including the method of generating brand strength (Boo et al., 2009). The field of 
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consumer-based brand valuation approaches is currently characterized by a large 

number of different indicators to analyse the brand strength without an absolutely 

recommendation of must have indicators (Christodoulides and de Chernatony, 

2010). Beside the fact that empirical studies proved correlations between selected 

consumer-based indicators (Yoo et all, 2000; Netemeyer et al., 2004; Taylor et al., 2004; 

Pappu, et al. 2005;  Delgado-Ballester et al., 2005; Knox and Walker, 2001; Chandhuri 

and Holbrook, 2001; Apelbaum et al., 2003; etc.), Christodoulides and de Chernatony 

(2010) and Boo et al. (2009) recommended a critical view on use of consumer-based 

indicators with a permanent focus on the need of practising managers. The most critical 

aspects of consumer-based indicators are either that they do not have any contribution 

to brand strength and thus to brand equity and are thus not suited to measure brand 

strength or that the consumer-based indicators are not mutually independent 

(i.e. Bekmeier-Feuerhahn, 1998). Further critical aspects were that many indicators do 

not take into account the customer decision process (Esch et al., 2006; Reinecke, 

2006) or that most models are “only” conceptual frameworks without a detailed 

description of how to use the proposed indicators. Finally, it is often questionable 

if the proposed indicators of a consumer-based brand valuation approach only 

indicate the brand-related added value which causes absolute brand strength.  

� Thus the analysis of consumer-based brand valuation approaches showed that 

the task here is to find consumer-based indicators which are relevant and meet the 

requirements in practice, according to Christodoulides and de Chernatony (2010) and 

Boo et al. (2009). 

 

Combined brand valuation approaches 

• The analysis of the third category of brand valuation approaches, the combined 

brand valuation approaches also offered several limitations. As these models 

try to consider both a financial-based valuation and a consumer-based brand 

valuation, these models had some “typical” limitations which were: 

(i) The transformation method was, in most cases not published (Esch, 2006), 

because most of these models were offered commercially. In some instances 

these approaches transform the consumer-based determinates into monetary 

values by using subjective and undisclosed methods (Frahm, 2004; Salinas, 2009).  
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(ii) Furthermore, they lack transparency (see RQ 1) regarding the method of calculation.  

(iii) most of these models use estimated values, which lead to vague brand values. 

� Were these limitations also important reasons for the managers to avoid them in 

practice in the company? Did the managers develop a possible solution to avoid these 

limitations? What alternatives to transformation do the managers prefer? Were the 

model indicators used useful? 

 

Shareholder value, value-based management, strategic management accounting 

and performance systems 

Subjects like performance systems, value-based management, shareholder value and strategic 

management accounting (in Germany called controlling) have to be seen as a “framework” 

for brand valuation to ensure that the brand equity can be integrated into the company 

valuation system (Bush et al., 2002; Srivastava and Reibstein, 2005; Lukas et al., 2005; 

Rust et al., 2004; O’Sullivan and Abela, 2007). Additionally, they serve as a basis for the 

cause-related added value chain. This basis is necessary for a modern brand valuation model 

in companies to enable the managers to integrate it into the company valuation system. 

 

• Performance systems are very broad approaches (Reinecke, 2006), which include 

e.g. the principles of shareholder value, value-based management and have a close 

relationship to strategic management accounting. The four key elements of value-

based management (Ittner and Larcker, 2001) underlined the wide range of activity. 

The key elements were: (i) defining and implementing strategies that provide the 

highest potential for shareholder value creation; (ii) implementing information 

systems that focus on value creation and the underlying ‘drivers’ of value; (iii) 

aligning management processes with value creation; and (iv) designing performance 

measurement systems that reflect value creation. In combination with the task of 

brand valuation which is the support of the strategic brand-related decision making 

process (Guilding and Pike, 1994), Doyle (2003) underlined that every branding 

strategy has to lead into and generate a financial value for the brand and thus for 

the company based on the financial investments made and thus has to follow the 

principles of value-based management. The resulting quantifiable financial 

potential can be used to create shareholder value (Leone and Reggio, 2008; 
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Minzik and Jacobson, 2003; Ambler and Roberts, 2008). Which, in turn leads to 

the advantage of being able to measure the price premium and volume premium 

achieved by the brand and the strategy (Haxthausen, 2009). Thus, brand equity is 

an important performance driver with a significant link to the shareholder value 

(Doyle, 2003; Ward, 2004; Balasubramanian et al., 2005). The shareholder value 

offers diverse benefits, not only for accounting, but also for marketing and the 

brand (Lukas et al., 2005). Shareholder value helps marketing to (i) define its 

objectives in contribution to the governing company objectives, (ii) provide the 

language of top management and accounting for integrating marketing more 

effectively into other company functions, (iii) demonstrate the importance of its 

assets, including the brand, (iv) protect marketing budgets from profit-maximisation 

policies, and (v) assign a pivotal role in the strategy formulation process. Nevertheless, 

shareholder value approaches, including income approaches, also have several 

limitations  (Ward, 2004; Doyle, 2001, 2003; Ambler, 2003; Copeland et al., 

2000). To generate financial value, shareholder value approaches use forecasts 

for the calculation of brand value and the number of periods. Ambler (2003) sees 

numerous limitations in such forecasts, with the result that he categorises them as 

very subjective. The estimate of the present value of future cash flows also depends 

on the brand strategy (Doyle, 2001), which also makes maintaining objectivity 

difficult. A further limitation was the determination of discounting rates as they 

can be manipulated by the company and can therefore be subjective.  

� These limitations and how they are rejected in practice need more investigations 

and must be discussed with the managers, in particular with regard to RQ 5, which 

focuses on the development of a brand valuation model. 

� Bearing in mind that shareholder value approaches need value drivers it is important 

for RQ 3 that the key factor brand drivers conform to the principles of shareholder value. 

� The detailed calculation of the brand value in combination with the shareholder value 

principles has to be discussed with the managers as more information is needed due to its 

impact on the Research Questions 1, 3 and 5. 

• The current trend or rather the current demand from accounting literature, is the 

consideration of performance systems to brand valuation (Salinas and Ambler, 

2009; Ambler, 2008; Knowles, 2008; Ambler and Roberts, 2008; Reinecke, 2006; 
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Esch et al., 2006; Doyle, 2003; Guilding and Pike, 1994; Mather and Peasnell, 

1991). This demand supports the need for the integration of the brand and its value as 

an intangible asset into the company’s value (Guilding and Pike, 1994). Although 

internally generated brands are not recognised as intangible assets (IAS38, para 63) 

because of the lack of reliability and objectivity of the value of internally grown 

brands (El-Tawy and Tollington, 2008), brand equity is a constantly growing 

share of the company’s value (Ambler, 2008; Sattler et al., 2006), and the main 

motivation for brand valuation was (Guilding and Pike, 1994) and still is 

increasingly driven by internal accounting considerations (Knowles, 2008; 

Ambler, 2008; Salinas and Ambler, 2009).  

� Based on this fact, the brand equity construct could be used as a tool which can 

promote greater communication between marketers and accountants by using the “same 

language” (Guilding and Pike, 1994) for both and improving the generally weak 

marketing-accounting interface (Reinecke, 2006; Tomczak and Brexendorf, 2004; 

Kapferer, 2008). In a further step it is important to analyse how relevant this point is, 

for marketers and accountants in practice, and how they will solve this problem. 

 

• A common approach can support both departments in (i) planning and control, (ii) 

accounting-marketing interface, (iii) authorization of brand-related expenditure 

and (iv) brand-related decision making (Guilding and Pike, 1994; Sattler, et al., 

2006). To fulfil these functions it is of importance to get information about different brand 

drivers and identify the effects that brands have on driving purchase choice (Haxthausen, 

2009; Keller, 2003). This includes the financial-based and the consumer-based aspects 

of brand equity (Salinas and Ambler, 2009; Ambler, 2008; Keller and Lehmann, 2006) 

with their monetary and non-monetary metrics. Different definitions, perspectives and 

priorities of the measurement of the marketing accountability offered a large number 

of possible metrics (Ambler and Roberts, 2008; Lehmann and Reibstein, 2006). If 

monetary and non-monetary metrics could be transformed into cash sums, it would 

be possible to add both together with the result of achieving a single financial performance 

total, i.e. a silver metric (Ambler, 2008; Ambler and Roberts, 2008). A limitation is 

that such silver metrics in combination with brand valuation are currently not 

available because the multi-dimensional nature of brand equity demands multidimensional 
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measures (Ambler, 2008; Keller, 2003; Reibstein, 2006; Esch et al., 2006). It is important 

to consider metrics which meet the performance systems principles (Ambler, 2008). 

Most of the analysed brand valuation approaches in literature did not consider this 

aspect and did not offer sufficient metrics within their approaches.  

� An important aspect, in particular in consideration of RQ 7, is the clarification of the 

usage of practice-relevant metrics (financial and non-financial metrics) and the 

development of a brand monitoring system. 

 

Marketing Mix 

• As the marketing mix can serve as a basis for an added value chain it has a very 

controversial position in the literature. Literature argues that the marketing mix is one 

of the central tasks of marketing managers (Doyle, 2003) because each marketing 

mix action represents the effects resulting from the accumulated marketing 

investments into the brand (Keller and Lehmann, 2009; Doyle, 2001; Yoo et al., 

2000; Aaker, 1996) and thus is one of the core concepts of marketing theory and 

practice (Kotler and Bliemel, 2006). Consumers perceive the brand’s added 

value as a result of a coherent organisational and marketing approach using all the 

elements of the marketing mix (de Chernatony and McDonald, 2003). All these elements 

contribute to the brand equity in different ways (e.g. Aaker and Jacobson, 1994; 

Aaker, 1996b, Chaudhuri and Holbrook, 2001; Keller, 2003). The marketing mix, with 

its elements and controllable variables, has an important function that allows an 

organization to co-ordinate and satisfy its target market (McCarthy and Perreault, 

1987). Literature on standardising the marketing mix (Kustin, 2004; Walter, 2004) 

showed that it still has an important role in marketing. However, marketing mix 

literature also criticised (Constantinides, 2006) that the marketing mix is too product-

oriented (Lauterborn, 1990), not flexible enough in today’s markets (Yudelson, 

1999) and there is also no agreement on the elements of marketing mix (Kotler, 1986; 

Booms and Bittner, 1981; Yudelson, 1999; Judd, 2003; Gummesson; 1994) and with 

the development of resources  rather than a resource allocation the mix needs a more 

dynamic-orientated view (Hakansson and Waluszewski, 2005).  

� Besides the analysed advantages, the question is how the marketing mix is used in 

practice and how the managers classify the criticism as relevant for practice. 
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CHAPTER 3 

3 Research Methodology 

To be able to obtain results and find answers to the seven research questions formulated in 

Section 1.2, an appropriate methodology had to be selected. This chapter starts with a brief 

overview of various methods that may be applied in map use research. For the purpose of 

this research work, which aims to find out more about the reasons for the inacceptance of 

brand valuation models in practice, possible development of a brand valuation model and 

with its consideration of the needs and environment of the company, a qualitative method 

appears to be most suitable. Therefore, Section 3.1 provides an overview and a description 

of the main method selected, which was the qualitative based expert interview. Thereafter, 

further sections explain the progress and specific steps that were carried out to conduct 

the qualitative research.  

 

3.1 Determining the research methodology 

According to Denzin and Lincoln (2005) a research paradigm contains ontological, 

epistemological and methodological premises. Ontology is the nature of organisational 

paradigm and asks the basic question about the nature of reality (Wright, 2008) and 

what is there that can be known about it (Guba and Lincoln, 1994). Epistemology explains 

and describes “what people think they understand as knowledge dependant on the 

perspectives or the beliefs they hold and how able they are to analyse and explain the 

nature of such knowledge” (Wright, 2008: 160). In other words it is the nature of the 

knowledge of the phenomenon (Burrell and Morgan, 1979) and what the nature of the 

relationship between (would-be) knower and what can be known is (Guba and Lincoln, 

1994), it asks what knowledge is and how knowledge is acquired (Wright, 2008). Thus it 

is important that the researcher has to state that (i) an inductive reasoning process based on 

observation and experience has taken place and (ii) how by following this logical line of 

reasoning, other researchers can judge its credibility (Flick, 2006, Wright, 2008). Finally, 

the methodology focuses on how the researcher knows or gains knowledge about the world 

(Denzin and Lincoln, 2005) and is thus the nature of the way of studying the phenomenon. 

Epistemological and ontological assumptions consequently influence methodological 

decisions (Silverman, 2005). To summarise, ontology is the “reality” that researchers 
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investigate, epistemology is the relationship between that reality and the researcher, 

and methodology is the technique used to investigate that reality (Healy and Perry, 2000). 

 

A paradigm is defined as a “basic set of beliefs that guide action” (Denzin and Lincoln, 

2005: 183; Guba, 1990: 17) and is thus a “world-view” (Guba and Lincoln, 1994) and the 

lenses through which the researcher views the world. As people view the world differently, 

it is important to understand that different paradigms exist (Flick, 2006). All research 

is guided by the researcher’s set of beliefs and feelings about the world and how it should 

be understood and studied, thus Denzin and Lincoln (2005) came to the conclusion that all 

research is interpretative. Based on differences in ontology, epistemology and methodology 

along objective-subjective and regulation-radical change dimensions, Burrell and Morgan 

(1985) analysed four different research paradigms, namely, the functionalist, the interpretivist, 

the radical humanist and the radical structuralist paradigm. In research terms, this means 

the researcher has to express and explain his world view and clarify his paradigm in order 

to analyse both the limitations and potentials of different forms of research (Flick, 2006).  

 

The scientific derivation of the paradigm 

Denzin and Lincoln (2005: 21) noted that “the gendered, multicuturally situated research 

approaches the world with a set of ideas, a framework (theory, ontology) that specifies a 

set of questions (epistemology) that he or she then examines in specific ways (methodology, 

analysis).” That is, the researcher collects (empirical) materials bearing on the question and 

then analyses and writes about those materials. Based on Burrell and Morgan’s (1985: 1) 

idea, that “all social scientists approach their subject via explicit or implicit assumptions 

about the nature of the social world and the way in which it may be investigated,” these 

assumptions are of an ontological nature, epistemological nature and methodological nature. 

Figure 21 illustrates these influences and their results. 

Figure 21: The subjective-objective dimension (Burrell and Morgan, 1985: 3) 
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3.1.1 Ontological assumption 

On the ontological assumption the resulting two positions are the nominalist position 

and the realism position. The nominalist position has the particular view that the social 

world consists of names as artificial creations, concepts and labels which influence and 

build up the social world external to internal cognition (Burrell and Morgan, 1985). By using 

artificial creations the nominalist has a tool for describing, making sense of and negotiating 

the external world and thus he is able to admit to there being any real structure to the 

world which the concepts are used to describe. The realism position has the particular 

view, that “reality exists independent of observers” (Wright, 2008: 161) in other worlds, the 

social world exists separately from the individual’s perception of it. The individual lives 

within a social world with its own reality, and thus, the individual does not create something 

because it already exists out there. For the realist the social world exists independently 

of an individual’s appreciation of it and thus the hard, tangible and relatively immunate 

structures exists as empirical entities (Burrell and Morgan, 1985). From the ontological aspect 

the social world is a copy of the natural world and thus equally hard and concrete. 

 

Ontology of brand and brand equity 

This research work focuses on brands and its equity. Thus, the first question is, how 

brands and brand equity are considered from the perspective of ontology, in other words 

the possible reasons to accept the ontological reality of brands and brand equity. As a 

part of marketing, brands and brand equity are subject to a debate concerning the 

philosophical basis of the marketing discipline. During the 1950s and 1960s the positivist 

approach to research development became important (Buzzell, 1963; Halbert, 1965). 

In the 1990s two further approaches, realism and relativism, which include concepts such 

as idealism, gained, and still have importance in the ontological debate today (Easton, 2002). 

 

Ontology of this research work 

What does this mean for the brand and brand equity? Grassl (1999) noted that the 

ontological status of brands depends on their definition (O’Reilly, 2010) and on their 

relationship with products (Grassl, 1999). For this, idealists see cognitive or perceptual 

acts of consumers clustered as 'brand awareness' or 'brand image' as constitutive for 

the existence of brands (O’Reilly, 2010) with the implication that the marketing mix 
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influences relevant mental dispositions and attitudes (Grassl, 1999). In contrast, realists 

interpret brands as emergent products with properties that afford branding. The 

realism perspective allows researchers to consider brand equity as a real phenomenon 

not dependent on associations, attitudinal states such as brand loyalty, or spurious 

constructs such as brand character or personality (Grassl, 1999). Brand realism sees 

brand equity as a function of the 'closure' of brand elements as 'organic' wholes, of 

the nature of niches brands occupy, and of their defensibility (Grassl, 1999). Additionally, 

realism does not negate the role of strategic management, because it is fundamental for 

the success of brands and thus for the amount of brand equity. Thus, this research 

work will follow the realism perspective as this allows a holistic perspective on the 

brand equity construct, i.e. a consumer-based and a financial-based valuation. 

 

3.1.2 Epistemological assumption 

On the epistemological assumption the resulting spread is between positivism and 

anti-positivism. Burrell and Morgan (1985) use this spread on the epistemological 

level to show what happens in the social world (and physical world (Denzin and Lincoln, 

2005)). The epistemology of positivists focuses on approaches which dominate and 

consider the natural world. The positivist assumes there is a reality out there to be studied, 

captured and understood, and thus the basic epistemologies of positivism try, through 

the cumulative process of knowledge gaining, to explain and predict the happenings 

of the social world. They search for regularities and causal relationships between its 

constituent elements by developing hypotheses and testing them via, experiments, 

structured surveys and questionnaires, statistics or official records (Flick, 2006).  

 

The anti-positivist argues that reality can only be approximated (Guba, 1990). For anti-

positivists the social world is essentially relativistic and can only be understood from 

the viewpoint of individuals directly involved in the activities to be studied (Burrell 

and Morgan, 1985). Furthermore, they reject the observer standpoint as a valid vantage 

point to understand human activities, and follow the idea that it is important to understand 

by occupying the frame of reference of the participant in action by using e.g. participant 

observation, semi-structured and unstructured interviews, diaries or letters (Denzin 

and Lincoln, 2005) instead of explaining or predicting observations of the social 
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world (Silverman, 2005). In other words, anti-positivists approve that one has to 

understand from the inside rather than the outside, thus social science is seen as being 

essentially subjective rather than objective resulting in the rejection of the notion that 

science can generate objective knowledge of any kind (Flick, 2006; Wright, 2008). 

 

Epistemology of this research work 

The main research problem was, on the one hand, to reduce the acceptance gap of the 

brand equity construct, in practice, and thus increase the usage of brand valuation in 

the company, and, on the other hand, to offer a problem-orientated solution (e.g. a model) 

which considers the demands, perspective and exceptions from practice to a high degree.  

 

The analysis of the literature review in Chapter 2 shows that the construct of brand 

equity and the calculation of brand value still have limitations, e.g. the structure and 

content composition of academic and commercially offered brand valuation models, 

as well as, the ability to integrate brand valuation models into the company valuation 

system, performance system, etc. To avoid unnecessary repetition of these limitations, the 

summaries in Sections 2.4.1,  2.2.4.2.4,  2.2.3.11,  2.2.5.3,  2.5.4,  2.7.1 and 2.8 give 

a further, more detailed analysis. The research questions and limitations resulting 

from the literature review raised further questions with regard to (1) further research 

method procedure and (2) the focus of the research goals. 

 

As previously mentioned, the primary objective of this research work is the increased 

acceptance of brand valuation in practice. To achieve this, further information is required 

regarding (1) the reasons for such high rejection in practice, (2) the practice-orientated 

demands and requirements to be met, and (3) the limitations perceived in practice. Such 

information would support this research work by: (i) enabling and ensuring an adjustment 

to the ‘completeness” of the literature review results and limitations and (ii) taking into 

consideration the practices and perspective contributions of marketing and accounting to a 

high degree, thus ensuring the possibility of increasing brand valuation acceptance. 

 

A further aspect was the analysis and development of a practice-orientated solution, 

arising from a symbiotic relationship between aspects, reasons, demands and requirements 
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from literature and practice, which could be achieved by developing a new brand 

valuation model. Reasons for this symbiotic relationship were amongst others to ensure the 

quality of the results of: (i) the research questions, (ii) the considered methodology, (iii) 

the findings, and (iv) the developed brand valuation model and its components. 

 

To find an epistemological solution or method and to be able to fulfil its demands 

and requirements, Burrell and Morgan’s (1985) perspective was used. The positivism 

approach quantitatively measures independent facts about a single apprehensible reality 

(Guba and Lincoln, 1994). Based on this assumption the gathered data, which do not 

change because they are being observed, and its analysis are value-free. In combination 

with a social science phenomenon, involving humans and their real-life experiences 

the positivism view is inappropriate (Healy and Perry, 2000). Rather it is important 

to treat respondents as independent, non-reflective objects who “ignores their ability 

to reflect on problem situations, and act on these” in an interdependent way (Robson, 

1993: 60). To overcome this demand, anti-positivists agree on having to understand 

from the inside rather than the outside. As mentioned above, it was important to gather 

information based on marketing and accounting experts (humans) and their real-life 

experiences with brand valuation to solve different limitations and problem situations. It 

was therefore important, that the researcher understood brand equity and brand 

valuation from the inside for the following reasons:  

(1) The analysis of the developed Research Questions (see Section 1.2) showed that 

to find specific answers and solutions, a sound and wide knowledge, including not 

only, of literature  but also from the practice perspective of brand equity is necessary. 

The focus of this investigation was not on the development and the quantitative and 

empirical verification of hypotheses but on the qualitative analysis of limitations 

within the subject of brand equity. This obviously still leads to the non-use of the 

brand equity construct in practice, and the necessity of finding solutions to overcome 

and counteract this rejection in the future. 

(2) Furthermore, a sound and wide literature-based knowledge of brand equity was 

necessary to ensure flexibility, reliability and confidence in the analysis, estimation 

and integration of relevant practice-based priorities into the research work.  
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(3) Additionally, this knowledge was important for the research relevant information 

gathering process at meetings about brand equity, with marketing and accounting 

experts. This  required, that the researcher was aware about the subject of brand 

equity to be able to conduct a purposeful conservation with the experts to gather 

research-relevant information.  

(4) Finally, a sound and wide literature and practice-based knowledge was necessary 

to support the researcher in the development of solutions, which included the model 

development, analysis of findings, and depending on requirements (data gathering, 

validity, reliability, etc.) of the appropriate methodology. 

 

Based on all these factors and requirements, this research work required an 

epistemological approach that supported the idea that the researcher had understood 

the research subject from the inside rather than the outside resulting in this research 

work being more driven and influenced by subjective rather than objective aspects. In 

Burrell and Morgan’s (1985) model this corresponds to the anti-positivism approach. 

 

3.1.3 Methodological assumption 

Finally, Burrell and Morgan’s (1985) methodological debate results in two different 

theories, namely, the ideographic theory and the nomothetic theory. Both have profound 

implications for the way research is conducted (Burns, 2000). The ideographic (idios 

= private or personal) theory or approach to social science follows the idea that one 

can only understand the social world by obtaining firsthand knowledge of the subject 

under investigation (Burrell and Morgan, 1985). Ideographic inquiry focuses on 

getting inside a subject and exploring its detailed background and life history, which 

involve themselves with people's normal lives, look at diaries, case studies, biographies, 

observations, interviews, etc (Lancaster, 2005). With the focus on more explanation 

and understanding of phenomena with much more emphasis on qualitative data, ideographic 

research methodologies are less structured (Silverman, 2005). Lancaster (2005) noted, that 

ideographic methods would be better suited to management research than the nomothetic 

methods. Nomothetic theory (nomos = law) to social science puts the focus on basing 

research upon systematic protocol and technique (Burrell and Morgan, 1985), i.e. 

nomothetic relies more on the scientific method, and hypothesis testing. Nomothetic 
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methods are familiar with deductive approaches as they offer highly structured research 

methodologies which allow control and replication. Furthermore, such methodologies 

focus on generating quantitative data with a view to explaining causal relationships 

(Lancaster, 2005). Quantitative methods, like surveys, personality tests, questionnaires and 

standardised research tools, which are employed in natural science are used (Silverman, 

2005). Despite the differences of both approaches, Lancaster (2005) noted that, e.g., 

in management research both approaches will often be used in combination.  

 

Silverman (2005: 109) defined methodology as “a general approach to studying 

research topics”. Combined with research methods, such a choice can be seen as an 

“overall research strategy” (Mason, 1996: 19). Depending on the perspective of 

methodology, in social research, methodologies may be seen either very broadly (e.g. 

qualitative or quantitative) or more narrowly (e.g. grounded theory or conversation 

analysis). In general, methodologies cannot be seen as true or false, only as more or 

less useful (Silverman, 2005). In academic research, there are two fundamental 

methodological approaches: the quantitative and the qualitative approach (Denzin 

and Lincoln, 2005). This differentiation still gives rise to a controversial and literally 

endless debate as to whether quantitative methods are inherently superior to qualitative 

methods or vice versa (Strauss and Corbin, 1990; Wright, 2008). 

 

3.1.3.1 Quantitative Research 

Quantitative research refers to methods that primarily seek to express information 

numerically, i.e. in counts or measurements (Remenyi et al., 1998). Statistical analyses of 

experimental, survey, and archival data are generally considered quantitative (Flick, 

2006) with the underlying aim of quantitative inquiry is to identify common patterns 

or processes characterising an examined population to derive explanations of cause-

and-effect relationships (Bentz and Shapiro, 1998). In quantitative research, the 

researcher as subject is seen as a separate, distant entity from the object of investigation 

(Dachler, 1997). Quantitative research allows researchers to familiarise themselves 

with the problem or concept to be studied, and perhaps generate hypotheses to be 

tested. The emanating data is often depicted as hard, rigorous, and reliable. The results of 
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quantitative analysis are nomothetic, i.e. they tend to take the form of general law-like 

findings which can be deemed to hold irrespective of time and space (Bryman, 2004).  

 

Quantitative approaches inherently bear particular strengths: first, the use of 

statistically representative sampling techniques allowing the generalisation of findings to 

the entire population (Scandura and Williams, 2000). The application of standardised 

instruments and procedures makes it possible to examine relatively large samples. 

Furthermore, peer researchers can relatively easily replicate quantitative studies to 

corroborate or disprove previous evidence (Remenyi et al., 1998). Not surprisingly, 

quantitative research also has certain weaknesses: in many cases, complex organisational 

realities cannot simply be reduced to numbers (Bentz and Shapiro, 1998). Moreover, 

quantitative methods often lack realism of contextual factors (Scandura and Williams, 2000). 

Finally, the data collection standardisation reduces the researchable field of social reality 

and the possibilities of conducting subtly differentiated analyses (Kromrey, 1991). 

 

3.1.3.2 Qualitative Research 

Wright (2008: 159) defined qualitative research as “an overall term to describe the 

work researchers do in formulating their interpretations of the subjects of their 

studies and giving representations of these interpretations in order to add to a body 

of knowledge”. In other words, qualitative research emphasizes processes and 

meanings that are not experimentally examined or measured in terms of quantity, 

amount, intensity, or frequency (Denzin and Lincoln, 2005). It involves non-

mathematical analytical procedures that result in findings derived not only from data 

gathered by observations and interviews, but also conversation, books, documents, 

and recordings (Strauss and Corbin, 1990). The aim of qualitative approaches is to 

understand and interpret social phenomena in their real-life context (Patton, 

2002). Therefore, qualitative researchers investigate subjects in their natural settings 

attempting to make sense of phenomena in terms of the meanings people give to 

them involves an interpretive, naturalistic approach to the world (Denzin and 

Lincoln, 2005). Unlike quantitative researchers who seek causal determination, 

prediction, and generalization of findings, qualitative researchers seek illumination, 

understanding, and extrapolation to similar situations (Hoepfl, 1997).  
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Qualitative research tends to be flexible and open: data collection times and 

methods can be varied as a study proceeds (Mayring, 1993). The data derived is 

usually described as rich and deep conceptualizations of the social world (Denzin 

and Lincoln, 2005) and is governed by ways of theoretical explication of observed 

phenomena (Lamnek, 1993). The results of qualitative analysis are ideographic, that 

is, they are located in specific time periods and locales (Bryman, 2004). Prior to an 

empirical study, researchers have to weigh up the following inherent strengths and 

weaknesses of qualitative inquiry (Wright, 2008).  

 

Table 14: Comparison of quantitative and qualitative research methods 

  Quantitative Research  Qualitative Research 
Strengths - Generaliseability of results 

- Inquiry of large samples possible 
- Relatively easy replication of research 

- Depth of inquiry and richness of data 
- Focus on events in natural settings 
- Flexibility of study design 

Weaknesses - Low on realism of contextual factors 
- Static approach 

- Lack of generalisability 
- Susceptibility to researcher bias 
- Difficult replication 

 

On the one hand, the strengths of qualitative research are rooted in the richness of data and 

the depth of inquiry, the focus on events in natural settings, and the flexibility of 

qualitative studies (Miles and Huberman, 1994). On the other hand, the time and effort 

involved makes the in-depth examination of large numbers of organizations difficult 

and the generalizability of findings to entire populations is often questionable (Martin, 

1990). In addition, qualitative methods are more susceptible to researcher bias and 

reliability problems  (Snow and Thomas, 1994) and are by definition difficult for 

peer researchers to replicate as such holistic studies are conducted in a distinct real-

life context over a specific period of time (Remenyi et al., 1998). 

 

Methodology for this research work 

Based on the seven research questions from Section 1.2, this research work has several 

goals. To summarise: RQ 1 focuses on the current lack of acceptance of the construct of 

brand equity and brand valuation in practice; RQ 2 aims to identify specific consumer 

goods market indicators; RQ 3 deals with requirements and key factor drivers of brand 
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valuation; RQ 4 raises the question of how an added value chain in a cause related 

relation can be integrated into the proposed brand valuation model to avoid limitations, 

such as insufficient transparency and high subjectivity during the transformation of 

values; RQ 5 focuses on the development of a brand valuation model that considers 

the requirements of the companies surveyed; RQ 6 analyses the potential of brand 

extensions and how they can be considered in the brand valuation; and finally RQ 7 

attempts to integrate a brand monitoring system based on brand metrics. In this work, 

it is important to gather more relevant reasons and information why brand valuation 

is not accepted in practice. Therefore it is necessary to gather information based 

on the experiences of marketing and accounting managers who have knowledge 

of brand valuation in their companies. This information has to cover: 

(i) the questions of the analysed limitations which result from the literature 

review and results, derivations, deductions and conclusions based on the 

literature review (see Sections 2.4.1, 2.2.4.2.4, 2.2.3.11, 2.2.5.3, 2.5.42.7.1 

and 2.8),  

(ii)  the developed research questions so far (Research Questions 4 and 6 in 

fact result from the findings of the field research) with reference to relevance 

for the experts in practice and to finding solutions and information to overcome the 

research questions with the main aim to reduce the lack of acceptance, and  

(iii)  to get information on practice-based experiences to develop the brand 

valuation model (e.g. indicators, problem solving of the premium construct, etc.).  

All this information is very complex and difficult and almost impossible to collect by 

a quantitative survey. 

 

To answer all the questions mentioned above, and solve the problems of this research 

work, it is not important to get a large number of confirmations of predetermined 

information (e.g. supported by a large statistical survey), that answers the questions 

resulting from the literature review. The crucial point is to obtain further information, 

possible solutions and to identify other potential problems, which are either not 

mentioned in the literature or irrelevant in practice. Thus according to Flick (2006), 

in this research work it is the case, that one must understand it from the inside rather 

than the outside, enabled by choosing qualitative methodology approaches and needs 



Research Methodology 

 131 

complex, interconnected family of terms, concepts and assumptions (Denzin and 

Lincoln, 2005). This also includes the integration and application of a case study in 

the last part of this research work to give prove the applicability of the developed 

brand valuation model. Considering the results of the two sections, and above all 

the Research Questions discussed in Section 1.2 and 3.1 a qualitative, rather 

than a quantitative, research approach is required.  

 

Table 15: The subjective-objective dimension of this research work 

Subjectivist approach Assumptions Objectivist approach 

 ontology ����  
Realism 

���� 
Anti-positivism 

epistemology 
 

���� methodology 
 
 

 

Table 15 summarises the three analysed and derived subjective-objective dimensions 

of this research work on basis of Burrell and Morgan’s (1985) subjective-objective 

dimensions model. In the next step the paradigm of this research work, based on these 

results, are discussed. The ontological assumption (see Section 3.1.1) shows that the 

brand and brand equity is considered a real phenomenon, not dependent on other 

associations of the realism perspective. The epistemological assumption in Section 

3.1.2, shows that this research work requires an epistemological approach that supports the 

idea that the researcher has understood the research subject from the inside rather than the 

outside, with the result that the results were more driven and influenced by subjective 

rather than objective aspects. Finally, the methodological assumption shows that this 

research work required a methodology that considers a qualitative, rather than a 

quantitative, research approach.  

 

3.1.4 The paradigm of this research work 

Following Guba and Lincoln’s (1994) and Healy and Perry’s (2000) categorization 

of paradigms in combination with the assumptions above which follow realism, the 

following paradigm were possible: 
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Table 16: Paradigms and their assumptions (Healy and Perry, 2000) 

Assumptions 

Paradigms 

Ontology Epistemology Common possible 

methodologies 

Positivism Reality is real and 
apprehensible 

Objectivist:  
true findings  
 

Experiments/surveys: 
verification of hypotheses, 
chiefly quantitative methods 

Critical theory  “Virtual” reality shaped 
by social, economic, 
ethnic, political, cultural, 
and gender values, 
crystallised over time 

Subjectivist:  
value mediated 
findings 
 

Dialogic/dialectical: researcher 
is a “trans-formative 
intellectual” who changes the 
social world within which 
participants live 

Constructivism Multiple local and 
specific “constructed” 
realities 
 

Subjectivist:  
created findings 
 

Hermeneutical/dialectical: 
researcher is a “passionate 
participant” within the world 
being investigated 

Realism Reality is “real” but 
only imperfectly and 
probabilistically 
apprehensible 
 

Modified 
objectivist: 
findings probably 
true 
 

Case studies/convergent 
interviewing: triangulation, 
interpretation of research issues 
by qualitative and by some 
quantitative methods such as 
structural equation modelling 

 

The importance of the chosen paradigm for research work is based on its definition 

as a “basic set of beliefs that guide action” (Denzin and Lincoln, 2005: 183) and 

thus also the important question of the validity and reliability of the research results 

as quality criteria of the research work (Wright, 2008).  

 

Positivism assumes that science quantitatively measures independent facts about a single 

apprehensible reality, with the resulting  data and analysis being value-free (Wright, 2008; 

Silverman, 2005) and not changing because they are being observed (Denzin and Lincoln, 

2005; Healy and Perry, 2000). Based on its objective character, this paradigm does 

not correspond with the subjective epistemological character of this research work.  

 

The paradigms: critical theory, constructivism and realism are relevant for subjective 

research (Guba and Lincoln, 1994; Healy and Perry, 2000). The aim of the critical 

theory is criticising and transforming social, political, cultural, economic, ethnic and 

gender values, by emphasising social realities combined with historically situated 

structures (Silverman, 2005). The assumptions of the critical theory are not value-
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free, as they are essentially subjective, due to the knowledge being grounded in 

social and historical routines (Guba and Lincoln, 1994). The aim of this research 

work was not a transformative intellectual role with the result of liberating people 

from their historical mental, emotional and social structures.  

 

Although the realism approach has its origins in quantitative research, the realism 

paradigm can also support and be used in qualitative research (Healy and Perry, 2000). 

The realism paradigm is related to “World 3” of Popper’s Three Worlds Model (Magee, 

1985; Popper, 1980). This world, “the world of the products of the human mind” (Popper, 

1980: 144), consists of abstract things resulting in people’s minds, but exist independently 

of any person (Magee, 1985). The focus of realism research is to study participants’ 

perceptions as these provide a window to a reality beyond participants’ perceptions 

(Healy and Perry, 2000). Additionally, realism also becomes relevant when the researcher 

wants to find out about a predetermined outside reality (Denzin and Lincoln, 2005), 

either with the help of e.g. in-depth interviews, focus groups or case studies (Flick, 

2006). Based on the ontological analysis of this research work, resulting in a realism 

ontology and the assumptions mentioned above which are supported by realism 

paradigm, this research work followed the principles of a realism paradigm. 

 

3.1.5 Criteria for quality 

As and because a paradigm is defined as a world view (Guba and Lincoln, 1994), 

including ontology, epistemology and methodology, it is important that the quality of 

scientific research done within a followed paradigm has to be judged by its own paradigm’s 

term (Healy and Perry, 2000). Therefore, each paradigm has qualitative stipulations 

of validity  and reliability , which is intended to assure the reader of the “objectivity ” 

of the qualitative and quantitative evaluation of the research work (Auerbach and 

Silverstein, 2003). Patton (2002) noted that quality and reliability are two requirements 

that all qualitative researchers should be concerned about. Wright (2008: 163) states, 

“ validity of results […] describes how the information and recommendations from 

qualitative studies are considered to be defensible or logically sound.” In qualitative 

research “validity is a goal rather than a product: it is never something that can be 

proven or taken for granted” (Maxwell, 2005: 105, Merriam, 2009: 214). 
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“ Reliability presupposes that the particular theoretical approach to inform a given 

method has taken place and that the findings uncovered by such a method can be 

duplicated if the study was repeated with other groups” (Wright, 2008: 164). Patton 

(2002) assumes that reliability is a consequence of validity in qualitative research work. 

Lincoln and Guba (1985: 316) noted that “there can be no validity without reliability”. To 

ensure quality, several quality criteria  were developed for each paradigm (e.g. Yin, 1994; 

Lincoln and Guba, 1985; Miles and Huberman, 1994; Chia, 1997; Neumann, 1997; 

Healy and Perry, 2000). To avoid extensive discussion of literature about the quality 

criteria in combination with their paradigms, the researcher followed the quality criteria 

for realism research developed by Healy and Perry (2000). 

 

Table 17: Quality criteria for research within the realism paradigm (Healy and Perry, 2000) 

Quality criteria Description Additional description  for 
case study techniques 

Ontology   
Ontological 

appropriateness 
Research problem deals 
with complex social science 
phenomena involving 
reflective people (world 3) 

Selection of research problem, 
e.g. it is a how and why 
problem 
 

Contingent validity Open “fuzzy boundary” 
systems (Yin, 1994) 
involving generative 
mechanisms rather than 
direct cause-and-effect 

Theoretical and literal 
replication, in-depth questions, 
emphasis on “why” issues, 
description of the context of the 
cases 

Epistemology   
Multiple perceptions 

of participants and 
of peer researchers 

Neither value-free nor 
value- laden, rather value-
aware 

Multiple interviews, supporting 
evidence, broad questions 
before probes, triangulation. 
Self-description and awareness 
of own values. Published 
reports for peer review. 

Methodology   
Methodological 

trustworthiness 
Trustworthy – the research 
can be audited 

 

Analytic 
generalisation 

Analytic generalisation 
(that is, theory building) 
rather than statistical 
generalisation (that is, 
theory-testing) 

Identify research issues before 
data collection, to formulate an 
interview protocol that will 
provide data for confirming or 
disconfirming theory 

Construct validity  Use of prior theory, case study 
database, triangulation 
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Healy and Perry (2000) developed a six quality criteria list  for a realism paradigm 

based on qualitative research (see Table 17), considering the general quality criteria of 

qualitative research (e.g. those of Miles and Huberman, 1994). The implementation 

of these quality criteria for realism research in this research work are described in 

detail in Section 3.6.1. 

 

3.1.6 The criterion of generalizability 

The criterion of generalisability has its origins in quantitative research (Huberman 

and Miles, 2002). In quantitative research the quality criterion external validity asks 

the question of generalisability (Auerbach and Silverstein, 2003). Generalisability is 

defined as “the extent to which a finding in one setting can be applied more generally” 

(Silverman, 2005: 428). Maxwell (2005) noted, that qualitative research it may be important 

to distinguish between internal and external generalisability and referred internal  

generalisability to the generalisability of a conclusion within the setting or group studied. 

He referred to external generalisability as being beyond that setting or group. Thus 

Maxwell (2005) saw the key issue of internal generalisability in combination with case 

studies and “statistical conclusion validity” and, the key issue of external generalisability 

exclusively as a part of quantitative research and the question of representation. Based on 

the idea, that if validity can be maximized or tested then more credible and defensible 

will may lead to generalisability, Huberman and Miles (2002) and Maxwell (2005) 

recommend the assumption, that there are some methods which can provide credibility 

to generalisation in qualitative research, but none of these methods permit “the kinds 

of precise exploration of results to defined populations that probability sampling allows” 

(Maxwell, 2005: 116). Recommended methods can be (Merriam, 2009: 229): 

 

Table 18: Strategies and methods for supporting in generalisability qualitative research 

Methods/Strategy Description 
Triangulation Using multiple investigators, sources of data, or data 

collection methods to confirm emerging findings. 
Member checks Taking data and tentative interpretations back to the people 

from whom they were derived and asking if they are plausible. 
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Methods/Strategy Description 
Adequate engagement 
in data collection 

Adequate time spent collecting data such that the data become 
''saturated": this may involve seeking discrepant or negative 
cases. 

Researcher's position 
or reflexivity 

Critical self-reflection by the researcher regarding 
assumptions, worldview, biases, theoretical orientation, and 
relationship to the study that may affect the investigation. 

Peer review/ 
examination 

Discussions with colleagues regarding the process of study, 
the congruency of emerging findings with the raw data, and 
tentative interpretations. 

Audit trail A detailed account of the methods, procedures, and 
decision points in carrying out the study. 

Rich, thick 
descriptions 

Providing enough description to contextualize the study 
such that readers will be able to determine the extent to 
which their situations match the research context, and, 
whether findings can be transferred. 

Maximum variation Purposefully seeking variation or diversity in sample 
selection to allow for a greater range of application of the 
findings by consumers of the research. 

  

Triangulation  ensures the quality of qualitative research through the use of a combination 

of different methods (Wright, 2008). Healy and Perry (2000), considered this requirement 

in their six quality criteria list. They argue the need for a triangulation of several data 

sources as a consequence of the multiple perceptions in the realism paradigm. Triangulation 

has no fixed method for all types of research (Flick, 2006), because it is important to 

be able to use methods for triangulation which depend on the research and supports 

the research and the test of validity and reliability best (Denzin and Lincoln, 2005). Section 

3.6 shows in detail how the aspect of generalizability was considered in this research work. 

 

3.1.7 Qualitative research methods and techniques 

As previously mentioned, the governing research problem of this work is to investigate the 

lacking acceptance of brand valuation in practice. Therefore, it was elementary to get 

information from practitioners in marketing and management accounting. Thus, it was 

necessary to find the appropriate and relevant qualitative method to obtain this information. 

Methods are defined as “specific research techniques” (Silverman, 2005: 99) which 

are neither true nor false but can have varying usefulness, depending on the theories and 

methodologies being used, the research questions being tested and the research topic 

that is selected (Silverman, 2005).  
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In this section, the researcher describes and compares the most common qualitative 

methods relating to the research problems of this thesis. These qualitative methods 

are based on verbal data (i.e. interviews and focus groups) and multi-focus data (i.e. 

observations and case studies) (Flick, 2006). 

 

3.1.7.1 Observations 

Observations can be categorised into nonparticipating and participating (Flick, 2006). 

Denzin (1989: 157) defines the more common participating observation “as a field 

strategy that simultaneously combines document analysis, interviewing of respondents and 

informants, direct participation and observation, and introspection.” Thus, observations 

provide the opportunity of (i) data collection based on a wide range of behaviours, 

(ii) capturing a wide variety of interactions, and (iii) finally openly exploring the 

evaluation topic. Researchers can develop a holistic perspective, i.e. an understanding of 

the context within which the project operates, by using direct observing activities. By 

applying observational techniques researchers can learn about things the participants 

may be unaware of, unwilling or unable to discuss in an interview or focus group (Flick, 

2006). Participant observations are helpful in natural, unstructured, and flexible settings.  

 

Observations are not applicable to this thesis. This results, on the one hand, from 

the nature of brand equity, i.e. the calculation of the brand value, which is not the 

main task of the target group of marketing and accounting experts and, hence, could 

only be observed for a limited period. On the other hand, an observation in this case 

would not deliver more information than interviews. Furthermore, internal company 

data, necessary for the calculation of the brand value, would be revealed unwillingly 

by the companies. Due to the limited time availability of the managers, a method was 

chosen, which responds to the managers in a better and obligingly way.  

 

3.1.7.2 Group Interviews and Focus Group interviews 

Patton (2002: 385) defines a focus group interview as “an interview with a small group 

of people on a specific topic. Groups are typically six to ten people who participate in 

the interview for one to two hours.” Focus groups are especially used in marketing 
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research and combine elements of interviewing and participant observation (Flick, 2006). 

The advantage of focus groups is the use of group interaction to generate data and 

insights that would be unlikely to emerge without the interaction found in a group. 

The technique of focus group interviews allows the observation of group dynamics, 

discussion, and firsthand insights into the respondents’ behaviours, attitudes, needs, 

etc. (Silverman, 2005). The objective is to achieve high-quality data in a social context 

(Krueger and Casey, 2000). This method is often combined with additional single 

interviews or observations (Krueger and Casey 2000). The most important limitations are 

(1) the limited response time for each individual in order to hear from everyone, (2) 

those who realize their viewpoint is a minority perspective may be inclined not to 

speak up thus avoiding the risk of negative reactions, (3) controversial and highly personal 

issues are taboo topics for focus groups (Kaplowitz, 2000), and (4) compared with most 

qualitative fieldwork approaches, focus groups typically have the disadvantage of taking 

place outside natural settings where social interactions normally occur (Madriz, 2000).  

 

The application of group interviews and focus group interviews is restricted for two 

reasons in this thesis. On the one hand, due to organisational problems, it is almost 

impossible to get ten marketing and accounting managers to group interviews at the 

same time. On the other hand, managers are not prepared to reveal sensitive, company 

internal information and data, in such group interviews, especially not to managers 

from competitive companies.  

 

3.1.7.3 Case studies 

Gerring (2007) defined a case study “as the intensive study of a single case where the 

purpose of that study is – at least in part – to shed light on a larger class of cases (a 

population).” The basic idea of the case study is that one case (or a small number of 

cases) will be studied in detail, using the appropriate methods. The general objective 

of a case study is to develop a maximum understanding of that case, independent of 

specific purposes and research questions (Punch, 1998). The advantage of a case study 

analysis is that such an analysis allows the understanding of small details that might explain 

the situation observed in each case. Furthermore, case study research is the opportunity to 

gain a holistic view of a specific phenomenon or series of events (Gummesson, 2000). 
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Case studies can be clustered into single and multiple cases (Yin, 1994; Eisenhardt, 

1989). Single case studies are used frequently and advocates of this approach suggest 

a single case would provide more theoretical insights than multiple-case research based on 

creating good constructs (Dyer and Wilkins, 1991). Multiple case studies have become 

popular in theory development (Eisenhardt, 1991), as they are a powerful means of 

creating theory because they permit replication and extension among individual cases. 

Based on the discussion of paradigms of realism and constructivism, Stake (1995) 

distinguished between intrinsic and instrumental case research. While an intrinsic case 

study supports the researcher’s interest in understanding the case in hand, i.e. focussing on, 

the case itself, the instrumental case study is used to understand something else, in other 

words, to support the researcher in exploring a case as an instance of a class in order 

to shed light on an issue concerning the class (Healy and Perry, 2000). In terms of 

generalisation, an intrinsic case study aims to generalise within whereas an instrumental 

case study attempts to generalize from a case study (Cousin, 2005).  

 

For this research work the question was, if, how and when a case study could support 

the research work. The first alternative could be to use case studies to collect data for all 

research questions and for the development of the brand valuation model. This alternative 

has two main limitations: (i) German companies refused to participate in a case study, 

because the subject of brand valuation would require a very detailed insight into the company, 

its systems, key figures and strategies. (ii) a second limitation was that only a small 

number of companies could be taken into consideration to evaluate their brands within the 

period the case studies were being carried out. The second alternative, which the researcher 

then chose, was to carry out a case study at the end of this research work to test the 

brand valuation model, in particular in consideration of generalisation of the model and 

complete research. A single case study would be sufficient for this alternative. This alternative 

also supports Healy and Perry’s (2000) quality criterion of analytic generalisation. The 

character of the single case study follows the idea of an instrumental case study, where the 

researcher’s primary focus would not be the resulting brand value and brand strength of the 

participating company, but the experiences and the performance of the model, including all its 

components and indicators, etc. in practice. Ultimately, the company’s final acceptance of 

these results and the willingness, ability and the degree of implementation of the 
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tailor-made model in the company system. Thus, the case, i.e. the company and its 

brand value results, was not the primary focus. 

 

3.1.7.4 Interviews 

A further qualitative research method for verbal data collection is the use of interviews. 

Qualitative interviewing is defined as “a conversation, with the emphasis on researchers 

asking questions and listening, and respondents answering” (Warren, 2001: 83). The 

interview as a qualitative research method contains a wide range of techniques. 

Table 19 gives a brief overview of the most common interview techniques. 

 

Table 19: Overview of the most common interview techniques 

Interview technique Domain of application Structuring 
Focused interview 
(Merton and Kendall, 
1946) 

• Analysis of subjective 
meanings 

• Giving a stimulus 
• Structured questions 
• Focusing on feelings 

Expert interview 
(Meuser and Nagel, 2002) 

• Expert knowledge in 
institutions 

• Interested in the expert, not 
the person 

• Interview guide as 
instrument for structuring 

Ethnographic interview 
(Heyl, 2001) 

• In the framework of field 
research in open fields 

• Structural questions 
• Contrastive questions 

Semi-standardised 
interview 
(Groeben, 1990) 

• Reconstruction of 
subjective theories 

• Hypothesis-directed 
questions 

• Confrontational questions 
In-depth interview 
(Johnson, 2001) 

• Provide opportunity to 
explore topics in depth 

• Addressing sensitive topics 
and depth of focus on the 
individual 

• Often used to check out 
formulated theories/models 

• Interview guide as 
instrument for structuring 

 

 

Interview technique 
Problems in conducting 
the method Method limitations 

Focused interview 
(Merton and Kendall, 
1946) 

• Dilemma of combining 
the criteria 

• Assumption of knowing 
objective features of the 
objective is questionable 

• •Little application in its pure 
form 
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Interview technique 
Problems in conducting 
the method Method limitations 

Expert interview 
(Meuser and Nagel, 2002) 

• Role diffusion of the 
interviewee 

• Blocking by the expert 

• Limitation of the 
interpretation on expert 
knowledge 

Ethnographic interview 
(Heyl, 2001) 

• Meditation between 
friendly conversation 
and formal interview 

• Mainly sensible in 
combination with observation 
and field research 

Semi-standardised 
interview 
(Groeben, 1990) 

• Extensive 
methodological input 

• Problems of interpretation 

• Introducing a structure 
• Need to adapt the method to 

the issue and the interviewee 
In-depth interview 
(Johnson, 2001) 

 • Exploring private subjects or 
those involving social norms 

• Requires a detailed personal 
focus that in-depth interviews 
allow 

 

The aim of qualitative data collection is to obtain information about brand valuation 

in practice for primary research. Examples of such information could be reasons for 

the lacking acceptance of brand valuation models, improvement suggestions for brand 

valuation model design or environment, etc. Flick (2006) notes that the purpose of 

interviewing is to allow the researcher to enter into the other person's perspective. 

This qualitative research method is most suitable for this thesis as it gets information 

from other people, in this case, from marketing and accounting managers. 

 

The starting point for the question of the most suitable interview technique and 

approach for this thesis is the target group, i.e. the marketing and accounting managers. An 

expert is a person with a high degree of skill in, or knowledge of, a certain subject 

(Meuser and Nagel, 2002). In this case, all managers had a sound knowledge of 

brand management and brand valuation therefore being able to fulfil the objective of 

providing information about brand valuation in practice, derived from their own 

experiences. Furthermore, it was essential to get the information directly from the 

“target group” who had to carry out the brand valuation at a later stage.  

 

The expert interview is a form of semi-structured interview, as it is linked to the 

expectations and the interviewed subjects’ viewpoints, which have to be expressed in 

a relatively openly designed interview situation (Flick, 2006). A characteristic of expert 
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interviews is that the researcher is more interested in the expertise and less or not in the 

person himself (Meuser and Nagel, 2002). Dorussen, et al. (2005) believed that expert 

interviews could provide a distinctive supply of ‘insider’ information, in this case, 

brand valuation in practice. Awad and Ghaziri (2004) identified several advantages in 

interviewing experts, including (1) the flexibility of investigating in subjects about which 

little is known, (2) a better opportunity for assessing the validity of information ascertained, 

and (3) a valuable method for deducing information on complex subjects such as the 

brand valuation. By referring to the characteristics and advantages of the expert interview 

and comparing them with the desired results, it is obvious that it is the most suitable 

method and interview technique: Bearing in mind the research problem concerning 

the lack of acceptance of a common brand valuation in practice, it seems more than logical, to 

get required information from these practitioners by means of interviews. In addition, 

existing relevant research and investigations in brand valuation literature must also be 

considered. Finally, the applicability of the proposed brand valuation model must be proven. 

 

Despite the advantages of expert interviews, Meuser and Nagel (2002, 77) highlighted some 

limitations resulting from the inclusion of experts. The first weakness is the possibility of 

experts changing between the roles of expert at work and the private persona, which would 

result in more personal information given than expert knowledge. A further limitation could 

be when the expert proves not to be an expert on the topic as previously assumed. A third 

risk is when the expert tries to involve the interviewer in ongoing company conflicts 

and talks about internal matters and intrigues instead of talking about the topic of the 

interview. Finally, a further limitation can arise when the expert tries to give a lecture 

on his knowledge instead of answering the questions. If, additionally, the expert misses the 

topic, this form of interaction makes it more difficult to return to the actual topic.  

 

 

3.2 Research design 

Before the following sections discuss the research process in detail, Figure 22 provides an 

overview of the dissertation’s research design and research process. This procedural 

plan contains the structure and strategy of this research work including all investigations. 

According to Denzin and Lincoln (2005), research design has to consider two aspects: (i) 
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the aspect of conceptualising an operational plan to carry out the various procedures 

and tasks required to complete the research, and (ii) the aspect that ensures that these 

procedures obtain valid, objective, accurate and reliable answers to the research questions. 

 

With regard to the assumption that there is a need for management to make theory 

more relevant to the practitioners’ world by identifying new ways of formulating and 

implementing brand equity knowledge and vice versa, the research design distinguishes 

between the theoretical and the practitioner’s world.  

 

Figure 22: Research design and research process 

- Formulating the research problem and 
research questions

- Conceptualising the research design 
(Ontology, epistemology & methodology)

- Constructing an instrument for data 
collection (considering methods, validity &
reliability of research tool & data collection)

- Literature Review: (Brand, brand valuation 
& management, consumer goods market)

3 in-depth-Interviews (1. interview phase)
- Conduct interviews with experts
- Transcribe interviews

Literature Practice

Test survey “Price Premium”
3 Groups with each 20 persons and
3 different branded and unbranded products

30 in-depth-Interviews (2. interview phase)
- Conduct interviews with marketing and 

accounting experts
- Critical assessment of the framework.
- Further input based on practical experiences
- Marketing metrics (Brand monitoring)
- Consumer-based and financial-based 

indicators
- Brand extension potential
- Implementation

- Plausibility check of the model with experts
- Transcribe interviews 

Writing-up of thesis
Testing the model (Case study)
- in cooperation with a company of the 

mineral water sector

1

2

5

6

89

Preparing interviews: 
Choose sample,

preparing interview guide(s),
contact companies

Coding of interviews
3

Preparing interview: 
Choose sample,

interview guide(s),
contact companies

A. Data analysis,
B. further literature exploration and
C. development of proposed brand   

valuation model

- Company valuation: Shareholder Value &
Value-based Management

- Marketing mix
- Marketing metrics & financial accounting
- Financial-based brand valuation: price 

premium, direct-stated method
- Development of a cause-related valuation 

chain 
- All indicators have a significant relationship
- Continuous implementation of the interview 

results of the second wave and further 
development of the brand valuation 
framework.

- metrics
- indicators

4

Coding of 
interviews

7
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Step 1 contains several parts for the preparation of the research work, e.g. 

consideration of the research methodology and process, assuring that the researcher 

has knowledge of the subject of brand equity and other related subjects. In detail: 

(1) A very detailed literature review (see Section 3.3), which covers the 

literature of brand, brand valuation, brand management and the 

German consumer goods market. Based on this literature review the 

researcher was able to find and formulate the main research question, 

RQ1. Based on this question the analysis of the literature mentioned 

focused on the advantages and limitations of brand equity and thus the 

development and formulation of further research questions and 

identification of research problems. 

(2) Based on the analysed research problems and in particular the main 

research question, RQ1, this research design step also contains the task of 

conceptualising the research design, in particular the assumptions of the 

appropriate ontology, epistemology and methodology. This also included the 

consideration of data collection instruments, validity and reliability of 

research tools and the research results. 

Step 2: One objective of this research work was to get insights into brand valuation 

in marketing practice and the problems in companies arising from brand valuation. In 

general, interviews constitute an effective means of collecting in-depth information 

in one or across several research steps (Remenyi et al., 1998). The main advantage of 

interviews is that the researcher can adapt the questions as necessary, clarify doubts, 

and ensure that the responses are properly understood (Sekaran, 2000). Thus, on the 

basis of these investigations a sample of companies meeting the preliminary criteria 

of: ownership of brand(s), activities in a sub-branch of the consumer goods sector 

and experience in brand valuation were chosen. More details of the sampling are 

presented in Section 3.4.1.1 below. After contacting companies, interviews were 

arranged with those companies willing to participate in the research project, 

conducted and transcribed. This was illustrated as ‘ interview-phase one’ of the field 

research in Figure 22.  
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Step 3 comprise of coding of the data and Step 4 further investigation of literature 

and the analysis of further business publications as input for further interviews; and a 

preliminary development of a brand valuation model. 

Step 5 also includes a survey, which investigates and analyses the price premium. 

This survey tests the willingness of consumers to pay a price premium for a brand. 

Therefore, three groups, each with 20 consumers, were interviewed for testing three 

branded and three unbranded products.  

Step 6 and 7: After the first interview phase with experts, more interviews were 

needed in a second interview-phase with companies that were not yet part of the 

sample. During the interview process, the interview guide was continually developed 

and additional material, as summarized in Table 25, was gathered.  

Step 8: When new interviews did not yield more significant insights, the development of 

the brand valuation model was completed and a case study was carried out with a 

company that was not yet part of the sample, to test the developed framework.  

Step 9: The final step was to write-up of the dissertation. 

 

Each step shown in Figure 22 is delineated in the following sections. Based on these 

nine steps of research design and research process, Table 20 shows the structure of 

the following sections that deal with the methodology. 

 

Table 20: Comparison of research process and sections of methodology 

Steps Section 
Step 1 and 4 (Literature review) 3.3 
Step 2 and 6 (Interview process) 3.4 (Data collection from practice) 

3.4.1 (Expert interviews) 
3.4.1.1 (Sampling)  
3.4.1.2 (The interview process)  

Step 3 and 7 (Data analysis and coding) 
 

3.4.1.3 (Data Analysis and coding) 
3.4.1.4 (Coding and Computer supported 

data analysis) 
3.5 (Data sources) 
3.6 (Validity, reliability and 
generalization of this research work) 

Step 5 (Test survey ‘Price Premium’) 3.4.2 
Step 8 (Case study) 3.7 (Case study) 
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3.3 Literature review and analysis (Exploration) 

As previously mentioned, the aim of this work was to highlight the need for management 

to make theory more relevant to the practitioners’ world by identifying new ways of 

formulating and implementing branding knowledge and vice versa. In combination 

with the results and findings of the interviews, two literature review phases are necessary.  

 

The first phase, before the first interview phase focuses on brand valuation in a 

narrower sense, also including the subjects of brand, and brand management. Based 

on this critical literature review and analysis the research was able to (i) analyse 

several limitations within these subjects and (ii) develop research questions. This 

phase was the trigger for the complete research work, as the researcher’s analysis 

discovered the remarkable disproportion between the importance of brand equity for 

the brand set in literature and the very low acceptance of brand equity in practice. 

The literature review also enabled the researcher to gain a sound knowledge of the 

subjects mentioned, as basis for the further planned interviews intended to gain 

additional relevant data from practice and to answer the research questions. 

 

Additionally, the analysis of the interviews showed that the previously mentioned 

weaknesses and demands from the experts were very profound and diverse. These 

aspects made further literature exploration  (phase 2) necessary, in particular, on 

the topics of: marketing performance systems (see Section 2.3), shareholder value, 

value-based management, performance measurement (see Section 2.4), strategic 

management accounting (see Section 2.6), and the marketing mix (see Section 2.5).  

 

During the development of the brand valuation model (see Chapter 5) additional 

literature exploration was necessary, this depended on interview findings and how 

the managers interviewed were able to support the development of the brand 

valuation model with their experiences and solutions. 
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3.4 Data collection from practice 

This section describes in detail the process of gathering data from managers of the 

consumer foods sector and data analysis (see Section 3.4.1). The results of the 

interviews were the starting point for the development of the brand valuation model. 

Additionally, the reason and process of the ‘Price Premium Test Survey’ is described 

in Section 3.4.2. Details of the case study are described in Section 3.7. 

 

3.4.1 Expert interviews  

The discussion in this section describes the interview process in more detail, as it was 

the main method of gathering data from marketing and accounting experts. The 

quality of the overall results depends on proper planning, execution, and analysis of 

the interviews with managers.  

 

3.4.1.1 Sampling 

The purposeful selection of companies that are included in the field research sample 

represents a key decision point in any qualitative study (Creswell, 1998). Quantitative 

researchers have to be especially careful with sampling, as biases can significantly 

alter the research results (Stier, 1996). The method of random sampling is so 

predominant for such studies, that some authors do not even mention alternatives 

(Hartmann, 1995). This is quite different from qualitative approaches, where sampling 

methods like the 'Opportunistic' Method, which would be completely inappropriate 

in quantitative research, can also be suitable for certain qualitative research purposes, 

e.g. by being able to take advantage of the unexpected, which might yield new insights 

(Miles and Huberman, 1994).  

 

The participant companies had to be chosen “based on their ability to contribute to 

[the] evolving theory” (Creswell, 1998: 118). The entirety of all multinational 

companies therefore had to be examined and those chosen were thought to best 

contribute to the evolving conceptual framework. 
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As the objective of this work was to develop a brand valuation model for the 

consumer goods sector, the focus was therefore on companies in this sector. As this 

sector has numerous sub-branches, the proposed conceptual brand valuation model 

has to be valid for different brands of the whole consumer goods sector. Therefore, 

the sample of this work contains companies from different sub-branches of the sector. 

Thus, the companies of the sample were, on the one hand, from fast moving consumer 

goods with mostly low-interest products, and, on the other hand, from sub-branches 

with mostly high-involvement products, such as in the consumer electronics sector. 

Another focus was on price level, therefore companies with low-price brands as well 

as companies with high premium and luxury brands were considered in this sample.  

 

Requirements 

Independent of the branches and price-levels, all companies considered had to meet 

the following requirements: 

(1) The company must have at least one brand in its portfolio and must be a 

manufacturer of branded products.  

(2) The company must have a marketing department and an accounting 

department. This fact was not always given, in particular, in smaller companies. 

(3) The marketing and accounting managers of the company must have experience in 

brand valuation, i.e.  the managers had to be responsible for at least one brand 

valuation. This is an important requirement because the manager as an expert must 

have experience in the area of brand valuation. Whether the brand valuation 

was a consumer-based and/or financial-based brand valuation is unimportant. 

(4) The managers must have experience in brand building and brand management. 

(5) Finally, a further requirement is the consideration of different industry sectors 

and different price levels (low price, middle price and premium (luxury) 

price) within each industry sector (if possible and useful). This requirement 

prevents the consideration of only one industry sector and thus the validity of 

only one brand valuation model in that sector. The individual industry sectors 

were selected on the one hand, by the daily relevance and frequency that 

consumers buy products, and, on the other hand, by the involvement level 

(high or low) of the consumer when buying such a product. Bearing in mind 
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the criteria of daily consumer buying frequency and relevance, the following 

sectors were chosen: food and beverages, cosmetics and toiletries and household 

care. In terms of consumer involvement the sectors: household appliances, 

clothing and footwear, china and earthenware and stationary were chosen. 

 

Sampling 

A total of 30 companies were considered, where 30 marketing managers and three 

accounting managers who were interviewed. All these managers were identified as 

being highly experienced in their respective fields, and agreed to become interviewees. 

The interviews that followed usually took place face to face at exhibitions, in their 

offices, or by telephone. All fieldwork of the second interview-phase took place 

between February and December 2006. The length of completion time for an 

interview was less than one hour. The breakdown of companies in the following 

consumer goods sectors who participated in this study are shown in Table 21. 

 

Table 21: Companies: comparison between involvement and price  

Companies 
mostly low 
involvement  

mostly high 
involvement  

Low and medium 
price level 

Highly premium/ 
luxury price level 

food & beverages sector  
(11 companies) 11 0 9 2 

cosmetics & toiletries sector 
(4 companies) 2 2 2 2 

household-care sector  
(3 companies) 3 0 3 0 

stationery sector  
(4 companies) 1 3 1 3 

clothing & footwear sector 
(3 companies) 0 3 1 2 

china & earthenware sector 
(3 companies) 0 3 0 3 

household-appliances sector 
(2 companies) 0 2 0 2 

Total 17 13 16 14 
 

In total, seventeen managers had experience in consumer-based brand valuation. 

Seven managers had experience in financial-based brand valuation in the sample. 

Nine managers interviewed had experience with both methods of consumer-based 

and financial-based brand equity. 
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Table 22: Experiences of interviewed managers in brand valuation 

 consumer-based & financial-
based brand valuation 

consumer-based  
brand valuation only 

financial-based  
brand valuation only 

Interview-Phase 1     
Amount of marketing and brand 
managers (n = 3) 2 1 0 

Interview-Phase 2    
Amount of marketing and brand 
managers (n = 30) 7 17 6 

Amount of financial accounting 
managers (n = 3) 2 0 1 

Total 11 18 7 
 

It is important to note that all managers were only willing to give an interview 

provided that their names, companies and the content of the interview remained 

confidential and anonymity was assured. This means that the data gathered and the 

content of the interviews cannot be directly attributed to the companies. Therefore, the list 

of all companies that participated in this study is in alphabetic order in Appendix B 

on page 461 and does not correspond with the interview numbering in Chapter 4.  

 

3.4.1.2 The interview process 

The following discussion describes the interview process in depth, as it was the main 

method of data gathering from practice. The quality of the overall results depends on 

proper planning, execution and analysis of the interviews with managers of sample firms. 

 

Method of interviewing 

There are three main types of interviews for interviewing individuals in social research; 

structured, semi-structured and unstructured interviews (Denzin and Lincoln, 2005). 

Expert interviews are a special form of semi-structured interviews (Flick, 2006) 

which are conducted with a fairly open and flexible framework which allows focused, 

conversational, two-way communication (Wengraf, 2001). One characteristic of semi-

structured interviews are the open-ended questions (Flick, 2006) which allows 

researchers to challenge their preconceptions and to answer questions within their 

own frame of reference (Hesse-Biber and Leavy, 2005). Furthermore, open-ended 

questions encourage interviewees to be very talkative. Thus, in terms of analysis, 

open-ended-question-interviews produce enough textual material for the researcher 
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to analyse contextual considerations (Flick, 2006). It would be useful to use an 

interview guide, (Meuser and Nagel, 2002) in particular in interviews with experts. 

 

Interview guide 

Interview guides have a double function in interviews with experts: “The work, 

which goes into developing an interview guide, ensures that researchers do not 

present themselves as incompetent interlocutors… The orientation to an interview 

guide also ensures that the interview does not get lost in topics that are of no 

relevance and permits the expert to extemporize his or her issue and view on matters” 

(Meuser and Nagel, 2002: 77). An interview guide lists the questions or issues that 

are to be explored in the course of an interview (Patton, 2002; Hesse-Biber and 

Leavy, 2005). A characteristic of an interview guide is, that it provides topics or 

subject areas within which the interviewer is free to explore and ask questions that 

will elucidate that particular subject. Thus, the interviewer remains free to build a 

conversation within a particular subject area and to word questions spontaneously 

(Meuser and Nagel, 2002). The interview guide can be developed in little or great 

detail, depending on the extent to which the interviewer is able to specify important 

issues in advance. The guide also considers that other topics of importance to the 

respondent might still emerge during the interview. These topics are not explicitly 

listed in the guide and would therefore not normally be explored with each interviewee.  

  

During the 33 interviews the interview guides used were continuously adapted and further 

developed to the current situation and the need for information. As seen in the interview 

guides in Appendix C on page 462, at the beginning of the interviews contributed with a 

lot of new findings of brand valuation in practice. Particularly the special requirements of 

managers relating to their experiences of the brand value, the brand valuation environment, 

brand valuation objectives and the motivation to perform the brand valuation were 

listed. At this stage, it was important to interview the managers in a way that did not 

influence or limit the responses by given sub-topics. Every time the researcher realised 

that further interviews would not contribute to new or “general” findings, he decided to 

focus on more detailed topics and problems. How the main focus of each interview 

developed, also making it possible to categorise the interviews, is shown in Table 23. 
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Table 23: Main subjects of the interviews 

Interviews  Focus of the interviews: 
1 – 11 
 
(Expert 
Interview 
Group 1) 

• Focus is on the general experiences in brand valuation regarding 
advantages, disadvantages, requirements of companies.  

• During the interview the manager is free to build a conversation within 
a particular subject area in order to avoid a limitation of the assessment 
of the brand valuation.  

• The objective is to achieve a wide area of argumentation regarding 
brand valuation from the managers. 

12 – 22 
 
(Expert 
Interview 
Group 2) 

• The findings of the previous interviews were analysed by means 
of the literature and discussed in the following interviews. 
Particular problems and their impact in practice were discussed.  

• Discussion on possible financial-based indicators and their link 
with brand strength in a financial outcome. 

• Discussion on possible metrics as elements of the brand 
monitoring and their relevance to the overall system.   

23 – 33 
(Expert 
Interview 
Group 3) 

• Discussion on the indicators, which should be integrated into the 
model, particularly consumer-based indicators. 

• The first model drafts were discussed and evaluated by the managers 
• Finally, possible improvements were discussed. 

 

The continuously changing main focus of the interviews does not mean that other 

aspects were omitted. On the contrary, these aspects could be discussed further if 

required, however, within a limited period. An example, is the possibility for the 

managers of “Expert Interview Group 2” to talk about general experiences, desires 

and requirements, if required, particularly when the researcher realised that a 

discussion would reveal further new aspects for the brand valuation.  

 

As mentioned above the aim of the interviews is to find answers, information and solutions 

for the Research Questions in Section 1.2. The grouping and the focus of the topics 

in each Expert Interview Group (see Table 23) was strongly influenced by the Research 

Questions. Table 24 shows which Research Questions were focused in each expert 

interview group. 
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Table 24: Expert interview groups and the main emphasis of research questions 

Group Main emphasis of Research Questions 
1 RQ 1: Reasons for the lack of acceptance of the brand valuation construct 

and brand equity in practice 
It was important to get information about the lack of acceptance of the 
brand valuation construct in practice at a very early stage of the interview 
phase because the results have an important impact on (1) the other 
Research Questions and (2) the further literature review process. As in this 
expert interview group the manager was free to build a conservation about 
a particular topic, and to talk impartially about his experiences. 
RQ 2 and 3: Specific consumer goods market indicators, brand valuation 
requirements, and key factor drivers 
At this early stage, it was important to discuss the results of the literature 
review, i.e. the financial-based brand valuation approaches (see Section 
2.2.4.2.4), with the managers because, in this way, the researcher could find 
out if the managers verify the results as “also important in practice” or if 
they reject them as unimportant. The latter would lead to a search for new 
solutions. The findings of the interviews at this early stage made it 
necessary to carry out further literature review exploration (see Section 3.3) 
and include further Research Questions (RQ 4, 6 and 7). 

2 RQ 3: Brand valuation requirements, and key factor drivers 
In this expert interview group a focus was on components, drivers and the 
application of consumer-based brand valuation models and financial-based 
brand valuation models in practice. 
RQ 4: Cause-related added value chain 
In RQ 4 the topics were: the ‘framework’ for a brand valuation model set 
by the company valuation system (see Section 2.2.1.1), the topic of the 
marketing mix, and the objectivity and degree of transparency during the 
transformation of non-monetary values into monetary values. 
RQ 7: Brand monitoring system 
This requirement was demanded by the managers at a very early stage. 
However, this demand had proven difficult in determining the metrics. A 
solution to this problem was only possible in connection with the higher-
ranking systems, i.e. marketing performance system, shareholder value or 
value-based management (see Sections 2.2.1.1.2, 4.2.7, and 5.8). 

3 RQ 5: Proposed brand valuation model 
The main topic of this expert interview group was characterised by (1) the 
determination of the consumer-based und financial-based indicators for the 
brand valuation model and (2) the determination of the calculation 
methods, i.e. the price and volume premium 
RQ6: Brand extension potential 
This Research Question was very important to the managers because they 
evaluate the brand extension potential as an important component of the 
brand value although they hardly had experience in the calculation and 
evaluation of brand extension potential. Thus, it was necessary to give the 
managers insights into the literature. 
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Writing about interviewing 

When writing about interviewing, it should be mentioned that great emphasis should be 

placed on the construction of the interview, which questions are raised, how trust is built 

up and how well the researcher needs to be prepared, etc. Discussing all these items 

in more detail would go beyond the scope this thesis, but it should be pointed out that 

these methods and techniques were all taken into account throughout the field research. To 

preserve as much data as possible, all interviews were recorded on tape, with the 

agreement of the interviewee. After the interviews these tape recordings were transcribed 

word-for-word  in an electronic form for further analysis later. When tape recordings were 

not possible, special attention was given to a quick write-up of the field notes. In order to 

avoid misunderstandings and to reduce interpreter bias (Remenyi et al., 1998), the 

interview transcripts were reported back to the interviewees.  

 

3.4.1.3 Data Analysis 

“Qualitative analysis transforms data into findings. No formula exists for that 

transformation. Guidance, yes. But no recipe. Direction can and will be offered, but 

the final destination remains unique for each inquirer, known only when – and if – 

arrived at” (Patton 2002: 432). 

 

Data analysis has to be seen as an ongoing process which begins after the field 

research. “Analysis during data collection lets the fieldworker cycle back and forth 

between thinking about the existing data and generating strategies for collecting new 

- often better quality - data; it can be a healthy corrective for built-in blind spots; 

and it makes analysis an ongoing, lively enterprise that is linked to the energising 

effects of fieldwork” (Miles and Huberman, 1994: 49). Following this advice, data 

analysis was performed parallel to the field research phase, making it possible to 

consciously change and modify the interview guidelines so that the interview process 

was adapted to the findings of the previous interviews. The first draft of the brand 

valuation model could thus be developed further through the findings of each interview. 

 

A second analysis phase (interview phase) was performed one year after the first 

field research interview phase was completed. This second interview phase had the 
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advantage as the researcher has more additional knowledge of the specific research 

topic. Additionally, in this second interview phase the researcher could discuss, not 

only brand valuation in general, but also the first draft of the proposed brand valuation 

model with the experts in a bigger sample. During these interviews the researcher 

could also discuss possible modifications of the proposed brand valuation model and 

identify critical issues. The main purpose of this continuous analysis phase was: firstly, to 

uncover and identify further important practitioner requirements of the developed 

brand valuation model, and secondly, to let the experts check the proposed brand 

valuation model for possible weaknesses. Finally, the third purpose of this interview 

phase was to discuss performance metrics. The focus of interview phases one and 

two was the categorisation of the research findings in the form of variables that 

enabled the researcher to construct a useful and illustrative brand valuation model. 

 

The goal of this research work is to categorise the interviews by coding the content 

of the interviews. At the beginning of the qualitative data analysis, the coding is open 

to overcome the textual material of open-ended question interviews (Frick, 2006). In 

the following section, this 'coding' of data (interview transcripts and other data 

sources) is described in more detail. 

 

Coding 

As a first step in the data analysis process, the data (i.e., the interview transcripts) 

were segmented piece by piece (words, sentences, paragraphs etc.) to form initial 

categories of information (Strauss and Corbin, 1990). Several subcategories or 

properties which have to be found for each category are then in turn dimensionalised 

by showing which possibilities the property can take on. Each category can be 

composed of events, instances of phenomenon and is given a label which helps to 

analyse the data from a more detached perspective. By slowly reducing the number 

of categories, themes in a study are uncovered (Creswell, 1998). 

 

During this phase the process of “open” coding helped to identify the most important 

findings. The result was a collection of relatively specific codes (variables) with 

corresponding quotes as well as memos that captured the researcher's ideas and ad-
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hoc analysis. The goal was to define the categories so that they would be mutually 

exclusive and collectively exhaustive in relation to the research project.  

 

The second step was to refine and differentiate all these categories (Flick, 2006) by 

grouping them to find possible relationships between them. Therefore, it was important to 

group the categories into central categories and subcategories once a central category 

of the phenomenon has been identified. Next, causal conditions are explored, and actions 

or interactions between the central phenomenon and other categories are specified. 

 

Figure 23: The Paradigm Model (Strauss and Corbin, 1990: 127) 

Causes Phenomenon Consequences

Strategies

Context & Intervening 
Conditions

 

 

The principles of the Paradigm Model serve to clarify the relationships between a 

phenomenon, its causes and consequences as well as between its context and the strategies 

involved (Flick, 2006). The concepts within a category can be a phenomenon of this category 

or a consequence of a further category. In this context the intervening conditions, which 

influence the actions or interactions (strategies) are identified and the consequences (i.e., 

the strategy outcomes) are delineated. This coding step was done parallel to the interview 

process. The coding process connects the various concepts and variables in a meaningful way. 

 

In the final coding phase, the central phenomenon is systematically linked to other 

categories, validating those relationships and further refining and developing filling 

new categories (Creswell, 1997; Strauss and Corbin, 1990). The coding model 

categories are integrated to form models that can be presented as a narrative story or 

an elaborated diagram. The results of this selective coding phase, mainly done during 

the ex-post analysis, contain the model presented in Figure 28 on page 173. 
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3.4.1.4 Computer supported data analysis 

A substantial amount of data, more than 400 pages of single spaced transcript were 

produced from the 33 interviews carried out. As this written documentation is the 

most important source of data from practice for the whole research process, special 

attention was be given to the analysis process. Doing this manually, would be very 

tedious and could easily result in difficulty in strict categorising the data as demanded by 

the research method. Fortunately, computer programs can assist in the analysis of 

large quantities of qualitative data. After evaluating the various programs available, 

the researcher decided to use NVivo 2.0, as this software is also installed on the 

university’s computers.  

 

3.4.2 Test Survey: Price Premium Approach Testing “Direct survey” 

The main reason for doing this test survey was to find answers to questions regarding 

the approach of direct survey within the topic of “willingness-to-pay”. The questions, 

about the reliability of the direct survey approach, the research method and consumer 

ability to understand the difference between branded and unbranded products. A further 

question focused on how the criteria of unbranded products differ from branded products, 

in particular, in price premium. Despite intensive investigations into price-premium 

and willingness-to-pay literature, the researcher could not find sufficient sources to 

answer these questions. The direct survey approach played an important role in generating 

a price premium, which considers economical aspects in use in this dissertation.  

 

The basic structure is similar to a quantitative survey, where the sampling included 

three groups of twenty persons. Group 1 were staff members of an advertising agency in 

Stuttgart, Germany. Group 2 consisted of people interviewed in the pedestrian precinct in 

Stuttgart. Group 3 comprised of people interviewed on the campus of the University 

of Stuttgart. Each person was asked what is the maximum he would pay for each of 

the three branded and three unbranded products. The three branded products were a 

dictionary, a jar of jam and a tube of tooth-paste. The unbranded products belonged 

to the same categories. The brands used in this survey have high brand awareness to 

ensure that the interviewees know all the brands. 
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Figure 24: Survey structure: Testing the Price Premium approach 
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The aim was to generate the price premium for each group and product cluster. A 

possible disadvantage is the small number of interviewees in each group. However, 

this survey is not used as an empirical study for this dissertation. The researcher’s 

main study aim was to increase his confidence in the reliability of the direct survey 

approach. Furthermore, the researcher wanted to ensure that such surveys were easy 

and economical to carry out, and that the interviewees can distinguish between branded 

and unbranded products. Therefore, this survey was of a more qualitative nature 

(motivation and character) than a quantitative for the researcher. More information 

about this survey is presented in Section 5.6.3.5. 

 

3.5 Data sources 

So far the most important data sources were personal face-to-face interviews with 

managers conducted either in their offices or at trade fairs. Where this was not possible the 

interviews were carried out by phone. Data obtained from interviews was supplemented 

with data from documentation, observations and business publications. These 

findings were compared with literature and journals, whose sources were used for 

different purposes as shown in Table 25. Academic publications offered relevant 

empirical information about studies made in the past. 
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Table 25: Overview of sources 

Source Contribution 
Field research in practice • Expert interviews, Price premium survey, Case study 
Literature  • Development of literature on brand valuation, 

financial accounting, shareholder value, branding, etc. 
• Theoretical approaches etc. 

Academic publications • Qualitative empirical evidence from pre-studies 
Business publications 
and news articles 

• Past analyses of relevant company activities  
• Current brand valuation of companies and other 

related developments 
Data bases • Reports of companies, branches and brands 
Internet websites and 
homepages 

• Recent developments (i.e. press releases about new 
projects and developments in brand valuation) 

• Information about companies and brands 
• Information about consumer goods sector sub branches 

Annual reports • Information about companies 
• Scope of activities, in particular brand strategic activities 

 

3.6 Validity, reliability and generalization of this research work 

In qualitative research attaining the ultimate truth cannot be a requirement for a 

study. The researcher wanted to make sure that the descriptions, conclusions, explanations 

and interpretations are correct and credible and, therefore, valid (Maxwell, 1996). Validity 

threats (Maxwell, 1996) or rival hypotheses (Huck and Sandler, 1979), which would 

prove the result wrong, have to be ruled out. Patton (2002) states that validity  and reliability  

are two factors which any qualitative researcher should be concerned about while 

designing a study, analysing results and judging the quality of the study. In this context, 

Lincoln and Guba (1985: 316) state that "since there can be no validity without reliability, 

a demonstration of the former [validity] is sufficient to establish the latter [reliability]". 

Patton (2002) also states that reliability is a consequence of the validity in a study. 

 

Generalization is another issue and a difficult question to answer in qualitative 

research. Internal  generalisability refers to the generalisability of a conclusion within the 

setting or group studied, while external generalisability refers to its generalisability 

beyond that setting or group (Maxwell, 2006). Internal generalisability refers to the 

requirement that the model must hold for the survey companies themselves. To be of 

value to a larger public the model should also apply to other consumer goods companies in 
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valuing their brands which corresponds to the external generalisability. One of these 

arguments is that general recommendations can be made if there are no obvious 

reasons (Maxwell, 1996). To increase generalisability one can also explicitly extend 

the theory to other cases (Yin, 1998). This is the explicit purpose of Chapter 6, which 

applies the research findings to a consumer goods company in the form of a case study.  

 

3.6.1 Validity, reliability and generalization on the basis of Healy and Perry’s 

(2000) six quality criteria list 

As mentioned in Section 3.1.5 on page 133, Healy and Perry (2000) developed a six 

quality criteria list for a realism paradigm based on qualitative research. As this 

research work follows the realism paradigm, it also uses the six quality criteria list to 

ensure the requirements fulfilment of validity and reliability. 

 

3.6.1.1 Ontological Appropriateness 

The first quality criterion  is ontological appropriateness. As mentioned above, in 

Section 3.1.4 realism is related to Popper’s World 3 and thus it must be asked if the 

world being investigated is appropriate to World 3. This aspect supports the ontology 

of realism, which assumes that realism research deals with complex social phenomena 

involving reflective people - this reality is World 3, which consists of the independent 

creations of minds: “the world of ideas, art, science, language, ethics, institutions ...” 

(Magee, 1985: 61). This research work deals with manager’s relationships, experiences 

and critical stances about the brand equity construct in practice and finally, the 

development of a brand valuation model based on the findings and results gathered.  

 

Mühlbacher et al. (2006) noted that a brand, and thus the brand equity construct 

too is a complex social phenomenon. Brands and brand equity include three closely 

interrelated concepts, namely (i) brand interest groups, (ii) brand meaning, and (iii) 

brand manifestations as important parts of a complex social phenomenon. Brand and 

brand equity interested people and organisations also include the interviewed managers. 

Brands and their value are subject to an ongoing future-orientated process of brand 

management and communication between the interest groups. Brand meaning, which is 
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embedded within this process, finally becomes ‘tangible’ through the manifestations 

of the brand, which are socially constructed by the brand interest groups using, 

consuming and co-producing them (Mühlbacher et al., 2006). 

 

3.6.1.2 Contingent Validity 

The second quality criterion is the contingent validity. This sees validity as a generative 

mechanism and in the contexts that make them contingent. Contingent validity 

corresponds to the criterion of internal validity (Bollingtoft, 2007). In contrast to internal 

validity in the positivism research, realism research is seen as an open fuzzy boundary 

system (Yin, 1994). “The social world is an ‘open system’ ... Unlike a laboratory [of 

positivism researchers] where the conditions for the effective triggering of causal 

mechanisms can be created, no such opportunity exists in the social world” (Pawson 

and Tilley, 1997: 150). Thus, in contrast to positivism research, the desire of realism 

research is to develop a “family of answers” that cover several contingent contexts 

and different reflective participants, even if imperfectly. In contrast to the nomothetic 

approach, which assumes a direct cause and effect path, the aim of realism research 

is to discover knowledge of the world by naming and describing broad, generative 

mechanisms that operate in the world. Thus to consider that social phenomena are by 

nature fragile with the result that causal impacts are not fixed, but are contingent 

upon their environment (Perry et al., 1999). 

 

In-depth interviews with marketing and accounting managers were used as the primary 

fieldwork method. In this context it must be mentioned that Healy and Perry (2000) focused 

the development of their six quality criteria list on usage of case studies. The researcher of 

this work did not use case studies as case studies of German companies were not available 

in adequate numbers. German managers classified case studies and their results on the 

subject of brand valuation as too “sensitive”. Thus the researcher “only” had the possibility 

of interviewing the managers about brand valuation. However, to ensure contingent 

validity  to the highest possible level this research work considered following aspects: 

 

Healy and Perry (2000) and Yin (1994, 1998) noted that to uncover contingent validity not 

only the description on why things happened, but also the explanations are needed. Ackroyd 
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(2004) and Pawson and Tilley (2000) described the generative mechanism as a realist 

explanation including causal mechanisms and particular contexts based on an specific 

action. Figure 25 shows the basic idea and its implementation into this research work. 

 

Figure 25: Realist explanation (Ackroyd, 2004: 152) 

Context

Mechanism

An Action Outcome

Context

Outcome:
Brand equity

Shareholder value

Value-based
management

Input/Output
orientated

Marketing
function needs

Strategic management
acc. function needs

Cause-
related added-

value chain

Consumer-based indicators

Financial-based indicators

Brand
management

Marketing
mix

Brand
performance

measurement

An Action: Brand valuation calculation

Mechanism

Shareholder value?

?

?Shareholder value

 
 

Based on Robson’s (2002: 30) example the generative process of Figure 25 is easy to 

understand. “In realist terms, the outcome (explosion) of an action (applying the 

flame) follows from mechanisms (the chemical composition of the gunpowder), acting in 

particular context (the particular conditions which allow the reaction to take place)”. 

 

The research work into brand equity analysed several contexts, e.g. the context of a 

‘cause-related added value chain’ within the brand valuation model. A specific 

brand equity calculation is caused by the selected and implemented indicators and 

has a particular effect on the amount of the financial brand value and the results of 

brand strength. The managers specified that all indicators should be the basis of the 

proposed brand valuation model as part of a value chain in a value-ascending order. This 

specification had the advantage that the model avoids subjective transformations of 

non-monetary into monetary values, which are unacceptable in practice and the idea of 

this specification was also supported by literature. The mechanism was: (i) to find test 

criteria that possible indicators had to fulfil to ensure that they can support the value 

chain, (ii) to find indicators which support this demand and (iii) to integrate them into the 
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developed model. A further management specification was the integration of the 

shareholder value approach. As Ackroyd (2004) highlighted, it is in many cases problematic 

to separate the generative mechanism from relevant aspects of the context. In this case  the 

shareholder value approach could have different “roles”. The shareholder value could 

play the role of a mechanism, as it offers defined specifications for the methods of 

calculating values. Alternatively, the shareholder value could play the role of a context of 

brand equity, as the shareholder value is a very sophisticated approach which also 

considers many other principles besides calculation. Finally, the shareholder value could 

play the role of an action, because it defines not only the components which should be 

considered, but also the method to calculate a value. Thus, Ackroyd (2004) analysed and 

recommended specifying the context appropriately and establishing the character of 

causal mechanisms which are key problems of realist research. Thus, explanation is 

accounting for a specific outcome through the consideration of causal mechanisms at 

work in particular contexts (Pawson and Tilley, 1997).  

 

The researcher explained all interview findings in Chapter 4 after having analysed 

them very carefully, as he explains in Section 3.4.1.3. Figure 28 on page 173 shows 

that all analysed notes from interview findings have a certain cause-related relationship. 

Chapter 4 explains the development of the model in detail, including (i) interview 

findings, (ii) results of the literature review and analysis, (iii) the cause-related 

relationships of the components and indicators and the resulting outcome, (iv) 

additionally, empirical results from literature were integrated, to ensure that the selected 

components and indicators comply with the principles of the added value chain. 

 

Before starting the field-research the researcher carried out extensive literature 

analysis on the relevant subjects to (i) get a general, sound knowledge about the topics of 

this research work, (ii) find reasons for the core research question (RQ 1), which 

initiated this research work, based on the literature perspective, (iii) find further limitations 

of brand equity and valuation, which needed to be discussed with the experts in terms 

of relevance in practice , (iv) analyse possible solutions which may also be relevant 

to the experts to help overcome the lack of acceptance, (v) support the researcher during 

the development of the model when managers demanded answers to a problem or a 
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solution, but were not able to offer any idea of how this solution could be found, (vi) 

overcome the demands, set by the researcher to ensure a close combination  of 

literature and practice, to ensure, on the one hand, the credibility of the interview 

findings, and, on the other hand, the plausibility of the developed brand valuation model. 

 

3.6.1.3 Multiple perceptions of participants and of peer researchers 

Quality criterion three is the multiple perceptions of participants and of peer researchers. 

Realism assumes that it relies on multiple perceptions about a single reality, making 

it possible that a participant’s perception of realism is a window to reality through 

which a picture of reality can be triangulated with other perceptions. These multiple 

perceptions on an epistemological basis involve triangulation  of several data 

sources and of several peer researcher’s interpretations of those triangulations 

(Healy and Perry, 2000). Additionally, realism researchers are neither value-free nor 

value-laden. They are value-aware with the result that realists accept that there is a 

real world to discover even if it is only imperfectly and probabilistically apprehensible. 

 

Triangulation of several data sources: 

Bearing in mind that the subject of this research work is brand equity in German 

companies, this research work has restricted options of qualitative methods (see 

Sections 3.1.3.2, 3.1.7, 3.4 and 3.5). Either the methods were not appropriate for the 

focused kind of information for practice, or, sources were limited, as the topic of 

brand equity in German companies is currently very “hot” and thus the companies 

were not disposed to support this research work with further documents or case studies. As 

mentioned in Section 3.1.7.4, the expert interviews were the most suitable qualitative 

method to gain the most appropriate findings as regards the research questions. Due to the 

absence of appropriate methods of further data collection for the purposes of  triangulation, 

the researcher endeavoured  to implement the following ‘procedure’ to ensure 

consideration of using the basic idea of a triangulation. Flick (2009: 445) defined 

triangulation as an approach with the aim “that researchers take different perspectives on 

an issue under study or […] in answering research questions. These perspectives can be 

substantiated in using several methods and/or in several theoretical approaches. 

Both are or should be linked.”  
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(i) As described and explained in Section 3.4.1.2 the basic focus of the interviews was the 

principles of expert interviews, but as seen in Section 3.4.1.2 the interview process 

contained changing contents. The content of the first interview group predominantly 

had the character of “general” questions about brand equity. By comparing the basic 

character of this interview group with the following definition from Hermanns (1995: 

183): “First the initial situation is outlined (‘how everything started’) and then the 

events relevant to the narrative are selected from the whole host of experiences and 

presented as a coherent progression of events (‘how things developed’) until presenting 

the situation at the end of the development (‘what became’)”, the character corresponds to 

episodic interviews. Flick (2009) mentioned the possibility of a triangulation with 

episodic interviews and expert interviews. Figure 26 shows the shared characteristics of 

the interviews of the three interview groups had.  

 

Figure 26: The episodic and expert character of the interview groups 
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(ii) This perspective of a triangulation is based on several considerations: one aim of 

this work was to highlight the need for management to make theory (literature) more 

relevant to the practitioner’s world by identifying new ways of formulating and 

implementing brand equity knowledge and vice versa. This made it necessary to 

connect both interview phases closely to a continuing literature analysis. This had to 

ensure a certain mutual validation of the interviews, findings, literature perspectives, 

a mutual enrichment of perspectives and possible solutions, and finally to avoid a 

possible unintended uselessness of the final interview findings outcome due to a possibly 

too wide dispersal of findings. This procedure is based on the theory of triangulation 

from Denzin (1989: 239). The starting point is “approaching data with multiple 

perspectives […] in mind […] Various theoretical points of view could be placed side by 
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side to assess their utility and power”. The researcher constantly compared his interview 

findings with the results of appropriate literature analysis, looking for relevance and 

possible alternatives to be able to discuss them in further interviews, if necessary.  

 

(iii) Finally,  the researcher carried out a small study of the premium profit construct, 

to test the findings and suggested solutions, from the interviews. This was to test the 

comprehensibility of the direct survey approach for the consumer and the creditability of 

their results. This also included several other proposed solutions for the premium 

profit construct proposed by the experts (see Section 3.4.2).  

 

(iv) Other more common methods of triangulation, e.g. the study of material from 

different sources, such as, newspapers, company reports, etc., were also used (Marshall 

and Rossman, 1995). Advice from, Miles and Huberman's (1984, 235) is to “...self-

consciously set out to collect and double-check findings, using multiple sources and modes 

of evidence, [so that] the verification process will largely be built into the data gathering 

process, and little more need to be done than to report on one's procedures” was 

followed closely. 

 

Triangulation of several peer researcher’s interpretations: 

As this research work is the dissertation of ‘only’ one author it was not possible to 

explicitly integrate the perspectives, opinions and interpretations of selected peer 

researchers. Nevertheless, the researcher had the opportunity to discuss the opinions 

and interpretations of several aspects of this research work, with the managers interviewed, 

in particular, those of the third interview group. Thus, a certain consideration of the 

requirements of ‘Triangulation of several peer researcher’s interpretation’ can be 

assumed and seen as complied with. 

 

3.6.1.4 Methodological trustworthiness 

Quality criterion four considers methodological trustworthiness, which follows the 

basic idea of the reliability concept within the positivism paradigm. This considers 

the estimated degree to which a measurement is free of random or unstable errors 

(Auerbach and Silverstein, 2003). The criterion of methodological trustworthiness 
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goes further by also considering the constructivism’s consistency or dependability 

(Healy and Perry, 2000). Traditionally, reliability is the extent to which research 

findings can be replicated (Merriam, 2009). The problem in qualitative research is, 

that a replication of a qualitative study does not yield the same result (Flick, 2006), 

because a large number of interpretations of the same data is possible. Thus, based 

on the question ‘whether the results are consistent with the data collected’ Lincoln 

and Guba (1985) conceptualised reliability in qualitative research as “consistency”. In this 

case the researcher hopes the data collected and the results make sense to a lay person, 

thus making them “consistent”. In this research work the researcher tries to ensure 

maximum transparency with reference to: 

(i) the data collected, independent of the source and method used.  

- In the case of the interviews, all quotations from respondents’ statements 

which are relevant for the findings of Chapter 4 are listed in Appendix A. 

Additionally, the interview guides used are also listed in detail in Appendix C. The 

companies involved are listed in Appendix B. 

- The structure, the objectives and results of the test survey of the premium 

profit construct are explained in Sections 3.7, 4.2.5.1 and Appendix E. 

(ii) All relevant aspects (requirements, components, assumptions, indicators, calculation 

methods, etc.) for the development of the brand valuation model based on the 

results of literature and findings from practice are described and explained in Chapter 5. 

(iii) All necessary descriptions and explanations of the structure, objectives, results 

and conclusions of the case study carried out to test the developed brand valuation 

model were written in Chapter 6. Additionally, the questionnaire used in this case 

study is listed in Appendix D. 

 

3.6.1.5 Analytic generalisation 

The fifth quality criterion , analytic generalisation considers theory-building (Yin, 

1994). Due to the complexity of realism’s world Healy and Perry (2000) noted that 

realism research must primarily be theory-building , rather than the theory-testing. 

Realism researchers follow the assumption that before the generalisability of a theory 

is tested to a population, the theory has to be built and confirmed or disconfirmed. 
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(i) This research work developed a brand valuation model, based on the findings of 

interviews and the analysis of closely connected literature. The developed brand valuation 

model was tested at the end of this research work by carrying out a case study. The researcher 

had the opportunity of testing the model in cooperation with a German consumer goods 

company. The case study results confirmed the validity and reliability of the model. 

The results of the case study allowed the assumption of an analytic generalisation. 

(ii)  The proposed brand valuation model itself was written with respect to generalisability 

in the consumer goods sector. This required some loss of precision in the description 

of brand valuation in the consumer goods sector because of the wide range of sub-

branches and their differences.  

(iii)  Another plausible method would be to explain how the theory could be transferred to 

other cases, for example, by including the respondent’s own assessments of generalisability 

to other situations (Hammersley, 1999; Weiss, 1994). This was done by asking interviewees 

whether the developed brand valuation model would only work in their specific sub-

branch or whether the specifically discussed brand valuation model would also apply to 

other sub-branches of the consumer goods sector (see Section 4.3). Several interviewees 

had experience of brand valuation in other sub-branches, which made them particularly 

important for this type of analysis. 

 

3.6.1.6 Construct validity 

The final quality criterion  considers construct validity. It refers to how well information 

about constructs in the theory being built is measured in research. The basic idea is similar 

to the construct of validity of positivism research and Yin’s (1994) criterion for case study 

research. This quality criterion contains more precision in its reference to constructs of theories. 

 

The brand valuation model developed considered the findings of the interviews and 

the results of literature analysis. To meet this requirement: 

(i) the researcher considered the possibility of integrating definitions, measures, 

calculation methods and approaches for each element, component, indicator, 

assumption and solution of the brand valuation model. In cases where the literature 

did not offer a basis for consideration, the researcher tried to find alternatives, e.g. 

definitions from the managers interviewed.  
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(ii) where managers made demands and specified requirements to brand valuation, but 

were not able to offer solutions, the researcher had to integrate solutions from literature or 

develop solutions based on literature and discussed them with the managers interviewed.  

(iii) The researcher also considered empirical results from literature (see e.g. Section 

5.7 on page 271) to underline the logical, value-orientated and consistent structure of 

the indicators of the developed brand valuation model.  

 

Table 26 gives a brief overview and summary of the considerations of Healy and 

Perry’s (2000) six quality criteria list in this research work. 

 

Table 26: Quality criteria for this research work 

Quality criteria… …in this research work 
Ontology  

Ontological 
appropriateness 

Brands and the brand equity construct are both a complex social 
phenomena (Mühlbacher et al., 2006), according to the 
requirements of the realism paradigm. 

Contingent validity 

Based on the idea of generative mechanism the researcher had 
to work with causal mechanisms and particular contexts based 
on a specific action which considered the subject of brand 
equity and of research questions. 

Epistemology  

Multiple perceptions 
of participants and 
of peer researchers 

Triangulation of several data sources: 
(i) episodic interviews � expert interviews 
(ii) interviews � literature (based on idea of theory triangulation) 
(iii) interviews � price premium test survey 
 
Triangulation of several peer researcher’s interpretations: 
No explicit peer research was integrated, but the opinions of the 
experts interviewed were considered. 

Methodology  

Methodological 
trustworthiness 

The researcher tried to ensure maximum transparency by 
including  all relevant data collected in interviews, test survey, 
literature, case study. A detailed explanation and description of 
the developed model, based on the data collected was included. 

Analytic 
generalisation 

A brand valuation model was developed and tested by carrying 
out a case study. 

Construct validity 

Where possible, the researcher considered a close relationship 
between the findings of the collected data and literature, 
including definitions, constructs, empirical results, etc. during 
the development of the brand valuation model. 
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3.7 Case Study: Testing the proposed brand valuation model (Theory-testing) 

One of the goals of this thesis’ was to create a brand valuation model that is replicable. 

Therefore, the research design must not only be valid but also reliable. “[Reliability] 

refers to the degree of consistency with which instances are assigned to the same category 

by different observers or by the same observer on different occasions” (Hammersley 

1992: 67). The researcher hopes to achieve the goal of reliability by adopting a very thorough 

research approach and keeping the reader informed of all the data gathering and analysis 

steps (Silverman, 2005). Together with the case study, RQ 1 and RQ 5 are of great 

importance. The case study had two aims: (i) verify the developed brand valuation model 

in terms of content, (ii) to prove the operability and practicability of the developed brand 

valuation model. The remaining research questions can be seen as indirectly influencing 

RQ 5. Figure 27 shows the connection between the Research Questions and the case study. 

 

Figure 27: The connection between RQ 1 and RQ 5 and the case study 
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This developed brand valuation model is not only to provide interesting insights from 

a scholarly perspective, but also to help companies to improve their attitude towards 

brand valuation by assisting them in branding and brand valuation through facilitating 

cooperation with the financial accounting department. It would be important for both 

target groups to know whether the solutions proposed in the brand valuation model 

actually hold for other companies that were not included in the survey. 
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The question as to which methods would make it possible to apply generalisability to 

the developed brand valuation model was discussed above. Chapters 4 and 5 describe the 

researcher’s findings and further point out which aspects of the proposed brand 

valuation model are particularly likely to hold in other cases and where problems 

may occur. Without proper testing, however, these assumptions of generalisability 

are no more than just that – assumptions. Unfortunately, it goes beyond the scope of 

this dissertation to carry out statistical testing because this would require gathering 

substantial amounts of data from companies not included in the original sample.  

 

Instead of statistical tests, the proposed brand valuation model is applied to a specific 

situation involving one company in the beverages sub-branch. This case study is 

described in Chapter 6. This application shows the usefulness of the proposed brand 

valuation model and its importance as a valuable tool for other companies.  
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CHAPTER 4 

4 Findings of the interviews  

The focus of this qualitative research work was to consider to a high degree, the 

practice-orientated experiences, problems, requirements and possible solutions 

of German marketing and accounting managers. These findings were of importance 

for this research work, in particular for: 

- the qualitative analysis of practice-orientated reasons for the low acceptance of brand 

valuation (quantitative analysed by Sattler et al., 2006; Schimanski, 2004; Reinecke 

and Reibstein, 2002; Reinecke and Tomczak, 2001) in German companies and how 

they correspond to the analysed qualitative reasons from literature (e.g. Kapferer, 

2008; Salinas, 2009; Ambler, 2008; Boo et al., 2009; Christodoulides and de 

Chernatony, 2010) (this aspect was also the initial reason for the complete research 

work (see Sections 1.1 and 2.8) and considered in RQ 1 of this research work) 

- the Research Questions (see Section 1.2) resulted from the literature review and 

the basic problems from above 

- analysing the findings for possible further  Research Questions, based on the 

experiences, problems and requirements of the managers interviewed 

- specific problems which were analysed and derived from the literature review with the 

aim of analysing these problems, if these specific (academic) problems were also relevant 

for the manager in practice and determine how they solved these problems in practice 

- the possible need to develop a new brand valuation model because the managers 

were not able to recommend an existing model that meets their demands and 

requirements; thus the need persists to show and verify the results of a brand 

valuation model that considers the manager’s requirements 

- solving model-specific elements and problems regarding the development of a 

brand valuation model, e.g.: 

o consumer-based and financial-based indicators 

o compliance with a stringent consideration of the brand’s added value 

through the complete brand valuation model 

o consideration of requirements of the managers interviewed 

o composition of metrics for the brand monitoring part of the model 
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- the generalisability and validity  of the brand valuation model from the 

perspective of the managers  

 

Figure 28: Overview of the findings of the interviews 

 

 

Figure 28 shows the analysis of the prerequisites for a brand valuation model derived from 

the interviews, the connections and relationships among them. These prerequisites are 

discussed in detail in the following sections of this chapter. The sections represent a visual 

summary in which it can clearly be seen that various points exhibit a logical connection. 

For instance, the consumer-based value drivers and financial-based value drivers have a 
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logical connection with the value-based management and the shareholder value because 

the basic idea behind the identification of drivers stems from value-based management. To 

improve the understanding of this chapter and to reveal the basic structure of the 

prerequisites, these “visual” connections have not been depicted. It is, however, essential to 

consider these connections in the detailed discussion below. These links/connections are 

often noticeable when the answers in an interview overlap. 

 

This chapter is divided into two parts. The first part  contains the formal prerequisites  

and conceptual requirements which were important to the managers interviewed and 

therefore need to be considered in a brand valuation model. The second part includes  

(i) the limitations analysed in the literature review which were discussed with the 

managers to find out if these were also relevant in practice and if solutions could be 

developed for them; (ii) the components, indicators and other requirements in terms of 

content; and (iii) the problems arising from the first part. 

 

4.1 Formal prerequisites and conceptual requirements for the model  

The first interviews revealed not only the content requirements of the proposed brand 

valuation model but also the network or environment of the company into which the 

brand valuation model has to be integrated. Today, the brand, marketing, and 

resulting brand value can no longer be considered in isolation. 

 

� Relevant findings: Regardless as to whether the marketing managers or the 

accounting managers were asked, they all attached great importance to a brand 

valuation model which is capable of being integrated and thus can be part of a 

network. This possibility of integration must take into account many environmental 

requirements which go beyond brand management and marketing. 

 

4.1.1 Formal requirements for the brand valuation model  

This section deals with the managers’ requirements for a brand valuation model. 

However, since sections 2.2.1 and 2.2.4.1 have already presented a very extensive 

range of formal prerequisites that are largely identical to the results of these interviews, 
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only variances are presented here. A detailed discussion of selected formal 

requirements is included in the following sections. 

 

4.1.1.1 Objectivity  

The formal requirements, i.e. objectivity, reliability  and verifiability  were all recognised 

in the interviews as absolutely essential preconditions. The formal requirement of 

objectivity  of a brand valuation model was addressed in more detail in the interviews. As 

examined in Section 2.2.4.1, this requirement is not surprising since objectivity 

guarantees the reliability of the valuation results and is also required by law (see 

Section 2.2.4.1.1). However, as shown in the sections above, absolute objectivity in 

the context of valuations is virtually impossible. 

 

� Relevant findings: The managers were asked about the degree of required 

objectivity . As the interview statements Int 1, Int 2 and Int 3 (see page 420) show, the call 

for objectivity always depends on the underlying valuation method and thus has to be 

judged “relatively.” Hence, the requirement of objectivity must be qualified by means of 

these criteria. For the managers interviewed, 100% objectivity is currently not possible but 

is nonetheless worth pursuing. At the moment, the requirement of objectivity is “fulfilled” 

when the objectivity of the brand valuation model meets the requirements of the approach 

of the company valuation system. This is in most cases the shareholder value approach.  

 

4.1.1.2 “Keep it simple, but efficient and flexible” 

From the beginning of the interviews (see interview statements Int 4 and Int 5 on 

page 420) it soon became apparent that the managers all wanted a comprehensive 

valuation model, but they wanted the model to be as simple as possible in terms of 

structure and composition. This “simplicity” should guarantee a low involvement 

of time and costs to generate the data needed for the valuation and to perform the 

valuation itself. The simplicity should also allow the user to keep an overview of the 

results true to the motto “less is more.” 
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� Relevant findings: The simplicity of the model should also allow the best possible 

integration into the corporate system, a characteristic which the managers had not 

found in the models currently available on the market. Another advantage mentioned 

by the managers (see interview statement Int 6 on page 421) was that the success of the 

integration of the brand valuation model and thus its acceptance will be higher with a 

model which is kept simpler in structure and amount of results. The managers’ experiences 

showed that simpler models enjoyed a higher level of acceptance and thus also a higher 

success rate. The success rate of the integration is influenced by the people involved and 

also by the capability of the model to interface with the company's overall valuation system. 

 

4.1.1.3 The brand valuation model has to offer more metrics than “just” the 

brand value 

A large number of the managers interviewed expressed the wish that the brand 

valuation model should not “just” produce the brand value as a result (see interview 

statements Int 7 and Int 8 on page 421).  

 

� Relevant findings: A brand valuation model should contain and generate 

indicators and metrics in addition to the brand value. There were many reasons 

for the call for further metrics in addition to the brand value. The managers were not 

able to interpret the brand value or to identify the right reasons for changes in the 

brand value over several periods without further metrics and indicators supporting 

the interpretation of the brand value. Metrics based on the brand value could support 

the management in this respect. If the metrics were based on the data of the brand 

value, they could also directly provide brand management with information for strategic 

development and help accounting management to monitor past periods. 

 

4.1.2 Interdisciplinary cooperation between marketing and accounting 

The required ability of the model to be compatible with networks and be an integral part 

of the existing overall valuation system or business valuation system was of great 

importance (see interview statements Int 9, Int 10, Int 11 and Int 12 on page 421). This 

move away from the current isolated solution results in a broadly-based series of 
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interconnections and meets the requirements of accounting, which is called 

“Controlling” in Germany (see Section 2.6). As the interviews continued and the precise 

requirements of the managers for the valuation model were discussed, it was elaborated on 

the arguments in favour of the aspects going beyond the actual content of the brand 

valuation and the reasons for such an assessment.  

 

� Relevant findings: Marketing managers and accounting managers considered the 

interdisciplinary cooperation between the marketing and accounting disciplines 

important . The reasons for considering interdisciplinary cooperation as being useful, 

were, however, very different (see interview statements Int 13, Int 14 and Int 15 on page 423). 

These aspects arose from the environment of the company, i.e. they are stipulated by personnel 

or management because they represent “formal reasons” or economic advantages. 

 

“Formal reasons” in favour of cooperation between the marketing department and the 

accounting department were reasons which arose from the environment of the company 

and which are of increasing relevance in practice. The first interview revealed that such 

formal reasons may stem from company takeovers and were imposed on the new 

headquarters by the holding group. Holding groups, mainly stock corporations, may 

be forced to observe international regulations in their home country, or, on account of 

international distribution activities or quotation on international stock exchanges. A 

further possibility can be that the parent of the holding group is headquartered abroad 

and also required to observe international requirements. 

 

For the company being taken over, these reasons may appear to be “formal.” However, 

as interviews also showed, these formal reasons all have economic substance (see 

interview statements Int 16 and Int 17 on page 424). This background of economic 

substance generally applies to all brand-owning companies. It may be caused by the 

economic environment of the company and include factors such as cost pressure, 

resource optimisation, budgeting, responsibility, etc. 

 

All the managers interviewed generally agreed that an interdisciplinary cooperation 

between marketing and accounting makes sense in economic terms (see interview 
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statements Int 18, Int 19 and Int 20 on page 424). If, however, there is no “compulsion” within 

the environment of the company to implement cooperation in the medium term (2-5 years), 

interest in such collaboration will often be low. Insurmountable differences between 

marketing and accounting and objections to “monitoring” (in the negative sense of 

control) were the reasons given. Overall, interdisciplinary cooperation between marketing 

and the accounting was unanimously considered useful for the brand in economic terms 

and was therefore a must for a modern brand valuation model. An important aspect was the 

development of the cooperation to reduce or avoid possible prejudices and misunderstandings. 

 

4.1.3 “Framework” conditions for a modern brand valuation  model 

The managers interviewed no longer saw brand equity as a closed system detached 

from a company's other valuation systems.  

 

� Relevant findings: A modern brand valuation model has to be integrated into a 

network of performance systems, valuation systems, monitoring systems and 

strategic management systems. These systems provide the framework for the future 

modern brand valuation model. Besides this, the framework is also a driver for the 

increasingly interdisciplinary cooperation between marketing and accounting. Various 

reasons for this development were mentioned in the interviews. 

 

4.1.3.1 Shareholder value and value-based management  

Almost all the companies questioned used at least the idea of a value-based management 

approach in conjunction with the shareholder value approach, confirming that this will 

become common practice (see interview statements Int 21, Int 22 and Int 23 on page 425). 

 
For the managers the integration of value-based management and shareholder value 

into marketing management and brand management was the logical continuation of 

the shareholder value idea, even if it had not been implemented in the company at the 

time of the interview. The quotes showed that there are many different reasons 

leading to such a change (see interview statements Int 24, Int 25, Int 26 and Int 27 

on page 425), including the increasingly important role of intangible assets such as 



Findings of the interviews 

 179 

the brands in a company and internal marketing requirements imposed by top 

management to ensure that the marketing discipline becomes more accountable.  

 

The managers see advantages in this shareholder value approach for today's valuations, 

budget accountability, budget responsibility and budget utilization. The most important 

reason remains the call for the integration of the brand valuation into the overall 

company valuation system and the “translation” of the brand into the language of top 

management and accounting and vice versa, and to do the same with the terminology of 

accounting, thus ensuring that the brand is suitably acknowledged by top management. 

 

4.1.3.2 Brand Performance System 

Some of the managers interviewed mentioned that the shareholder value approach is 

not enough for their accounting system. These companies took another step toward 

the (marketing) performance system (see interview statements Int 28, Int 29 and  

Int 30 on page 426). This can be viewed as a logical confirmation as Section 2.3  

already showed that the marketing performance system includes the shareholder 

value by being based on the principles of the shareholder value. 

 

� Relevant findings: The specific demands of the managers interviewed were not to 

consider “just” this subject and to write about it (“there is enough literature about 

it” ), but to integrate the performance systems “finally” into the brand valuation system. 

The managers interviewed considered brand equity as an ideal basis for the (marketing) 

performance system, because it ensures that the brand would be a part of this system (see 

interviews Int 31, Int 32, Int 33 and Int 34 on page 428). Companies which not only 

consider the shareholder value but also the (marketing) performance system would 

link the brand and thus the associated brand equity with metrics orientation which also 

involves accounting. This means that brand equity would be more strongly integrated into 

accounting and the overall valuation system of the company. In this context, the managers 

interviewed claimed that it is necessary to see the brand value as a part of such a network. 

 

The managers interviewed saw the combination of the brand value with the 

(marketing) performance system as an ideal opportunity not only to evaluate the 
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brand, but to integrate the brand regarding efficiency and effectiveness. Additionally, this 

combination could be a basis for a strategic platform for brand management. 

 

4.1.4 Cause-related added-value chain 

� Relevant finding: In the interviews with the managers the desire to have a brand 

valuation model based on a causal chain or a cause and effect chain that considers 

the added value of a brand was expressed. Both marketing and accounting managers 

asked for such a basis (see interview statement Int 35 on page 428). 

 

The reasons given for a cause-related chain differed, in some cases considerably 

(interview statements Int 36, Int 37, Int 39, Int 38, Int 40, Int 41 and Int 42 on 

page 428). The reasons given reveal the crux of this model, the subjective and 

often unpublished transformation between the consumer-based components 

and the financial-based components. Other aspects were also important to the 

managers: (i) purely practice-based aspects were also represented, such as better 

support of brand planning in marketing and in accounting, (ii) requirements 

stemming from the integration of value-based management and the shareholder 

value principle, but (iii) also the pragmatic desire of the managers to know what 

would change if one variable changes. A further reason given was (iv) the early 

detection of undesirable economical developments of the brand to ensure the 

timely development of a counter-strategy. Ideally, this causal chain should 

support the generation of values both in the development and in the valuation. The 

causal chain (cause-and-effect-chain) had thus attributed a double function by 

additionally showing the causes for the development of value. 

 

� Relevant findings: The managers interviewed were only able to make very vague 

statements regarding the required components of the proposed cause-and-effect-chain. 

This may result from the fact that the area of the cause-and-effect-chain required a 

certain amount of preparation which most of the managers interviewed had not done. 

Some well-known cornerstones of the cause-related chain were nevertheless identified. 

These included the  

(1) marketing mix as a representative of operational marketing,  
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(2) the brand’s added value which the  

(3) consumer affords with his behaviour by buying or not buying the brand, and 

(4) financial outcome of the consumer behaviour. 

 

4.1.5 Marketing Mix 

� Relevant findings: The marketing mix played an important role in all 

companies as an interface between the two disciplines marketing and accounting 

or as an operational basis for the implementation of marketing and brand 

strategies. It is undisputed that all companies had integrated the marketing mix into 

their marketing process (see interview statements Int 43 and Int 44 on page 430). 

 
� Relevant findings: The marketing mix was also often associated with the 

origin of costs. This was doubtless attributable to the function of the marketing 

mix in the operational implementation of the marketing strategies and plans. By 

asking about the task of the marketing mix it was revealed that the priorities of 

the companies regarding the marketing mix vary. 

 

There are several aspects of the structure of the marketing mix in a company (see 

interview statement Int 45 on page 430). For example, the marketing mix depends on 

the size and the characteristics of the branch of the company and the international 

spread of the brand.  

 

� Relevant findings: The standardization of the marketing mix and thus an improvement 

of the marketing mix in terms of effectiveness and efficiency was another aspect. 

Effectiveness and efficiency are in turn the connections to brand performance. 

 

In literature the marketing mix had been criticised because it did not give adequate 

consideration to the customer perspective, was too imprecise and only roughly classified 

the elements (4 Ps), etc. When asked about this criticism, the marketing managers 

took a much more “pragmatic” view of its use in practice. The managers interviewed 

did not always understand the criticism of the marketing mix raised in literature (see 

interview statements Int 46, Int 47, Int 48, Int 49 and Int 50 on page 432). On an 
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operational level, the marketing mix was not made responsible for certain marketing 

perspectives and orientations, e.g. customer orientation. Because the marketing 

mix belongs to the operational level, it would be too late in the brand planning 

process to integrate, for instance, aspects like customer orientation at this stage. 

 

� Relevant findings: As far as the managers were concerned, perspectives on 

topics such as customer or market orientation, etc. which the company represented 

would relate to the philosophy of the company or of marketing and had to be 

integrated in the planning and strategy development, i.e. long before the use of 

the marketing mix. For the managers interviewed the marketing mix had above all 

one important function: the operative implementation of strategic plans, acting as the 

interface of marketing activities with the trade and in particular with the consumer. 

 

� Relevant findings: A further important aspect of the marketing mix for the managers 

interviewed was, besides the functions mentioned above, the fact that the marketing 

mix was the basic connection between marketing and accounting (see interview 

statements Int 51, Int 52 and Int 53 on page 432). 

 

When asked how and whether the marketing mix should be included in the brand 

valuation model despite the individual nature of the marketing mix in every company, the 

managers at least agreed on one point: the marketing mix should not be used as a 

fixed construction, for example, in order to allocate and record the classical 4 Ps.  

 

� Relevant findings: The managers interviewed saw the marketing mix as a 

framework  which, in its function as trigger of marketing activities, is viewed as a 

“cost collecting point” for investments in and expenditures on a brand which is 

necessary for activities which are designed to deliver added value to the consumer (see 

interview statement Int 54 on page 433). This core function of the marketing mix in 

this brand valuation model therefore declines to precisely define the marketing mix 

elements and thus preserves its flexibility  for the individual company needs. 
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4.2 Specific problems in the context of the nature of brand valuation 

In the second part of this chapter, individual issues regarding the nature of brand valuation 

are discussed in the interviews with the managers. These problems were in particular:  

(1) demarcation questions and relevant requirements of the individual 

valuation areas from the practical perspective, 

(2) critical appraisals in the literature and how these can be solved in practice, and 

(3) analysis and valuations of the consumer-based and financial-based indicators 

to be used in the corresponding components of a brand valuation model. 

 

4.2.1 Demarcation of the data to be collected for a brand value  

In order to be able to generate a brand value that is as comprehensive as possible, it 

was proposed in literature that all stakeholders of the variable being valued should 

be considered and included (Ambler, 2008; Salinas, 2009). In the case of a brand, these 

would include not only the customers and consumers but also, for instance, the suppliers, 

retailers and company staff. The managers were therefore asked whether and to what 

extent they would consider it necessary to include these other stakeholders in the valuation 

model. In the course of the interviews (see interview statements Int 55, Int 56 and Int 57 

on page 433) it became apparent that considering all stakeholders in the brand 

equity causes more confusion than agreement. 

 

� Relevant findings: The managers interviewed were very focused on the 

customers and consumers of the brand and their feedback. In the eyes of the managers, 

considering other stakeholders such as the retailers, staff and suppliers would currently 

only complicate the model unnecessarily and cause additional confusion. No other 

stakeholders besides the consumers and customers were therefore considered to be 

directly necessary. According to the managers, the suppliers were already considered 

indirectly via the cost structure. The question as to whether other stakeholders should be 

included revealed that, in the opinion of the managers, this consideration should be 

postponed until initial experience has been gained with the model. Only relevant 

stakeholders should be considered at that later time.    
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4.2.2 The understanding (definition) of brand equity in practice  

It was necessary to find out what the managers interviewed understood by brand equity 

and thus to determine the focus of the valuation or measurement of brand value and 

the identification of indicators. The managers interviewed were aware that the value 

of the brand which they try to generate through their brand management activities 

does not have a value until these actions are perceived by the consumer, with the 

result that this added value will be embedded in the minds of the consumers (see 

interview statements Int 58, Int 59, Int 60 and Int 61 on page 434).  

 

� Relevant findings: Financially, this perceived added value can be expressed in the 

form of a certain premium for the brand. This premium can either be a price premium, 

which the customer is prepared to pay for the brand, or a volume premium, which generates a 

higher turnover from the brand compared to an unbranded product. The accountants 

asked the question about the “true” brand value. Is it a brand value which considers only 

the cash inflow and the cash outflow values of the company, i.e. of the accounting and  

hence would measure the value the brand has for the company? Or is it a brand value 

which considers the overall added value of the brand in the form of a premium? The 

application of the first alternative is more reliable and objective regarding the calculation 

of the brand value as the data is derived from the internal accounting of a company. 

But this alternative does not consider the complete added value which the brand and 

the marketing attempt to generate by means of their activities. Considering merely the 

company data, only a part of the added value would be taken into account.  

 

Figure 29: Problems involved in determining the added value of a brand  
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However, the value that the added value of the brand also generates for the retailers 

and the consumers as target groups would be omitted (see Figure 29). This becomes 

evident by the marketing activities which primarily address the consumer. This 

argumentation was approved by the accountants, but highlights the difficulty  in 

collecting the premium data that can be minimised on special conditions. These 

conditions are discussed in Section 4.2.5.1. 

 

� Relevant findings: The managers interviewed saw the various aspects of the 

premium construct as the main basis for brand equity and thus for a brand valuation 

model. This construct provides the possibility of recording the “complete” brand’s 

added value, or in other words the premium generated by the brand, in particular 

on the basis of the consumers as the main target group of the brand’s added-value 

chain. This premium construct consider the aspect of price and volume. 

 

4.2.3 Determining the necessary components for a brand valuation model 

In the interviews it very quickly became apparent that the brand valuation model 

had to contain various components (see interview statements Int 62, Int 63, Int 

64, Int 65, Int 66 and Int 67 on page 435).  

 

� Relevant findings: The marketing managers interviewed particularly favoured a 

consumer-based component for the brand valuation. They saw the brand valuation 

model as support for a strategic brand planning. Therefore, the consumer-based 

components were very important for brand management. The other component 

which emerged in the course of the interviews was the financial-based component. 

 

� Relevant findings: In addition to the consumer-based component and financial-

based component mentioned above, the accounting managers wanted a third component 

to be considered which contained the marketing mix . The accounting managers 

considered this necessary to justify the aspects of performance systems e.g. marketing or 

brand performance and the idea of efficiency by comparing input (brand costs and 

investments) and output (monetary and non-monetary (e.g. awareness, images, loyalty, 

etc)). They also wanted to see the principles of shareholder value taken into account as 
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the marketing mix considered the cash outflows, thus enhancing the degree of integration 

in modern corporate accounting systems. The call of top management for the accountability 

of the brand would thus also be satisfied. 

 

Another component considering factors in the environment of a company or a 

brand and the markets of the brand failed because the distinguishing feature of 

these components is that they cannot be directly influenced by the company or 

marketing mix activities. The reason is that too many other factors play a role which 

cannot be controlled by the company, such as rival products, global consumer trends, 

government restrictions, etc. The managers interviewed did not consider a component 

which includes the environment of a company or a brand as essential (see interview 

statements Int 68 and Int 69 on page 437). Considering such a component would 

additionally increase the complexity of a brand valuation model. Such a component is an 

optional possibility which does not necessarily need to have an influence on the 

brand valuation because such components cannot be directly influenced by the marketing 

mix activities of the company. For the managers, this possible component played a more 

supportive role for strategic planning. 

 

4.2.4 Analysis of consumer-based indicators from the managers’ perspective   

In connection with the definition of indicators for the consumer-based components 

and also the question of appropriate indicators several selected indicators and how they 

possibly relate to one another were discussed with the managers interviewed. Before 

discussing the selected indicators, the managers were asked for suggestions about 

necessary and important indicators. Their most proposed indicators were  

 (1) brand awareness,  (2) brand image,  

 (3) satisfaction, and   (4) brand loyalty. 

 

� Relevant findings: These indicators prevailed because the managers combined 

them with their main tasks of brand management (see interview statements Int 70, 

Int 71 and Int 72 on page 437). They imply that their main task of brand management 

automatically leads to a brand strength among the consumers. Most of the indicators 

selected were indicators which measured or validated the emotional added value 
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and thus the emotional benefit of the brand (emotional USP). The large majority 

of the managers admitted that their brands were primarily differentiated by 

emotional factors compared with the competition. The functional benefit of their 

products would not necessarily adequately distinguish them from the competition. 

 

� Relevant findings: The desire to include satisfaction as an indicator in a brand 

valuation model came from both the marketing and the accounting disciplines. For the 

managers interviewed the inclusion of satisfaction as an indicator had various reasons. The 

first reason was that consumer satisfaction was seen as a basis for the willingness to 

pay a price premium for the brand (see interview statements Int 73, Int 74 and Int 75 on 

page 438). A second reason for the use of consumer satisfaction was a possible increase in 

purchase frequency by the regular purchasers of the brand, which would have an important 

impact on the volume premium. Finally, the managers also considered brand satisfaction 

as a future-oriented indicator in the sense of an early warning indicator because the 

sum of all attitudes of the consumer toward the brand is their satisfaction or dissatisfaction 

with the brand. The first two aspects, which also had a financial aspect, were also precursors of 

brand loyalty, which can only be developed if the customers are satisfied with the brand. A 

further reason for the use of consumer satisfaction as an indicator can be found inside the 

company. The accounting department keeps records of complaint rates and frequencies. As 

these figures do not reflect the general satisfaction of the customers or the reasons for 

satisfaction or dissatisfaction, the accounting managers were also interested in other ways of 

determining satisfaction (see interview statement Int 76 on page 438). 

 

4.2.4.1 Requirements for consumer-based indicators 

Before discussing further consumer-based indicators this section shows some findings 

regarding requirements for consumer-based indicators which were important for the 

managers interviewed. During the discussion of consumer-based indicators the managers 

expressed various other requirements for the consumer-based indicators. These requirements 

vary in character. Specifically, the requirements are:  

(1) the consideration of the consumer decision-making process when 

determining the indicators (see Section 4.2.4.1.1), 

(2) the consideration of the amount and complexity of the consumer-based 
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indicators (see Section 4.2.4.1.2), and finally, 

(3) the consideration of suitability for benchmarking  (see Section 4.2.4.1.3). 

 

4.2.4.1.1 Consumer decision-making process 

Besides the individual preferences and limitations for the individual indicators, the 

indicators had to be related to one another in a value-based relationship. The 

question was how this value-based relationship between the indicators should be 

from the perspective of the managers interviewed.  

 

� Relevant findings: In their opinion, the consumer decision-making process 

should be used (see interview statements Int 77, Int 78 and Int 79 on page 438). 

The consumer decision-making process had for the managers several positive 

functions. Besides the important point of ensuring the value-based relationship 

between the indicators, the use of a consumer decision-making process model in 

the brand valuation model also creates a common basis in conjunction with (strategic) 

brand planning. By creating a common basis unnecessary transfer errors due to 

uncertain interpretations can be avoided. By using such an abstract consumer decision-

making process model that is independent of a specific consumer goods sector the 

flexibility  and individuality  and thus the adaptability of  the model to the needs 

of the individual company can be ensured. Thus, this last aspect corresponded with the 

requirement of Section 4.1.1.2 and also ensured and supported this requirement of flexibility. 

 

Finally, the managers interviewed mentioned that each step of the consumer decision-

making model will be supported by at least one indicator. This also ensures a 

logical and consistent value-based order of the selected indicators. This enables the 

brand management to recognise precise weaknesses and risks of the brand strength 

and to consider them in brand planning (see interview statement Int 80 on page 439). 

 

4.2.4.1.2 Amount and complexity of the consumer-based indicators  

The managers interviewed also addressed the question of the complexity of the 

indicators. The complexity of the indicators should be as simple as possible (see  
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interview statements Int 81 and Int 82 on page 440) in terms of  

(1) the understanding of the indicators, 

(2) the number of indicators, and 

(3) the recording and interpretation  of the indicators regarding present and 

future steps of brand planning, without loss of any informative value. 

 

4.2.4.1.3 Suitability for benchmarking 

Another point raised by the managers was the opportunity for benchmarking . 

� Relevant findings: This should be attainable with all indicators and as many 

metrics as possible (see interview statements Int 83 and Int 84 on page 440). The 

aim of benchmarking is to check the positioning of one’s own brand and the competitive 

brands with the aim of including this information in brand planning. In particular, a 

benchmark based on consumer-based indicators can support marketing in its brand 

planning. Benchmark analysis allows better consideration of the marketplace by 

taking into account competitive brands and thus making it possible to develop a 

positioning strategy that is close to reality.  

 

4.2.4.2 The interdependences of consumer-based indicators 

Before discussing the findings of the consumer-based indicators, the managers were 

asked to comment on the point of criticism raised in literature regarding the mutual 

interdependence (Bekmeier-Feuerhahn, 1998) or the possible difficulty in 

demarcating consumer-based indicators and whether this plays a role in practice. 

 

For the managers interviewed the criticism in e.g. Aaker’s (1991, 1996) Brand Equity 

Model that the individual consumer-based indicators cannot be clearly demarcated 

from one another is of less importance (see interview statements Int 85 and Int 86 on 

page 440). The managers attached little importance to this criticism based on the assumption 

that a brand valuation model transforms indirectly  the consumer-based indicators into 

monetary brand value by considering the principles of the cause-related added value 

chain. In turn, the requirement that the consumer-based indicators should be aligned with 
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an added value chain has the “side effect,” that the indicators cannot be clearly 

demarcated from one another because they build on one another.   

 

� Relevant findings: The “interdependences” of consumer-based indicators, 

which was analysed and criticised in literature and seen as a problem for brand 

valuation, were not important as long as the consumer-based indicators did not 

have a direct impact on the financial brand value for the managers interviewed. 

 

4.2.4.3 Brand loyalty 

Based on the brand loyalty results of the literature review and in particular the 

different levels and interpretations of brand loyalty in Section 2.2.3.10, the 

managers were asked how brand loyalty should be included in a brand valuation 

model (see interview statements Int 87, Int 88 and Int 89 on page 441). 

 

� Relevant findings: There was a varying understanding of brand loyalty by the 

marketing disciplines and accounting disciplines. The accountants defined loyalty 

exclusively via purchase frequency and turnover, while for the marketing 

managers brand loyalty was additionally defined by the attitude of the customers to 

the brand. A deeper appreciation of and esteem for the brand would encourage customers 

to pay a price premium for the brand, which is the actual point of brand loyalty. 

Thus, with the aim that the proposed brand valuation model should support both 

disciplines it was necessary to take into account both understandings of brand loyalty.  

 

4.2.4.4 Discussion of further consumer-based indicators 

Besides the selection of further consumer-based indicators, the number of indicators 

was also an important aspect discussed in Section 4.2.4.1.2. The managers interviewed 

made their selection with the intention of keeping the number of selected consumer-

based indicators low. However, the main focus of the selection was the informative 

value of the consumer-based indicators which should be meaningful, relevant and 

able to derive other not selected indicators. According to the managers interviewed, the 
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ideal number of indicators is between six and seven consumer-based indicators, 

which was considered in the selection process. 

 

After asking the managers to make suggestions for consumer-based indicators, the 

managers were asked in a second step about specific consumer-based indicators that 

could be suitable for use in the consumer-based component. The author had used the 

consumer-based indicators suggested in literature from Table 30 on page 241. The 

reasons for choosing these indicators are described in Section 5.5.2. The managers 

interviewed were asked for their opinion about the usefulness and practicability of 

the indicators in a brand valuation model. The eleven consumer-based indicators were: 

− Brand Trust 

− Perceived brand value for the cost 

− Brand familiarity 

− Brand popularity 

− Brand uniqueness 

− Perceived quality 

− Perceived benefit 

− Retail based brand strength 

− Organizational associations 

− Brand sympathy 

− Support 

 

 

4.2.4.5 Brand Trust 

The managers regarded brand trust as an important instrument in marketing,  since 

an important function of the brand is to build up trust (see interview statements Int 

91, Int 92 and Int 93 on page 442). However, the managers were not convinced of the 

suitability of brand trust as an indicator in a brand equity model.  

 

� Relevant findings: The managers interviewed argued that there are enough 

other indicators which can be used to draw conclusions about brand trust. 

Various reasons were given for rejecting it. Brand trust alone is not informative 

enough for the use in brand planning. Furthermore, other indicators can be used to 

draw conclusions about brand trust, i.e. image and associations. Brand loyalty can 

also be used in combination with perceived quality of the brand or whether the brand 

is in the consumer’s relevant set. 

 



Findings of the interviews  

 192 

4.2.4.6 Perceived brand value for the cost 

Perceived brand value for the cost was also rejected as an indicator (see interview 

statements Int 94, Int 95 and Int 96 on page 442). The managers interviewed mainly gave 

two reasons for this. The first reason was that the value was based on the subjective 

feeling of the customer, which itself in turn is based on two subjective variables 

which are unknown. Therefore, the results cannot be used for a brand valuation, particularly 

from the accounting perspective, as they were not comprehensible and objective.  

 

� Relevant findings: The second reason comes from marketing. The marketing 

managers interviewed did not see any additional benefit from this value if indicators 

such as perceived quality, satisfaction and/or price premium were used. Moreover, 

the generation of this value using the conjoint analysis is a highly complex process if 

a relatively reliable value is to be obtained. 

 

4.2.4.7 Brand familiarity 

The managers interviewed saw no basis for the use of brand familiarity  as an 

indicator for a brand valuation model (see interview statements Int 97, Int 98 and 

Int 99 on page 443). The quality of the information about brand equity was unsatisfactory 

for the managers. Additionally, the threshold to familiarity is different for each 

consumer and therefore difficult to estimate, which in turn leads to valuation problems.  

 

� Relevant findings: This value can also be derived indirectly via other indicators 

such as image and associations. In addition, the managers were uncertain as to whether 

brand familiarity is always a positive thing for a brand. Negative experiences or 

feelings can trigger familiarity but not provide any positive benefit for the brand. 

 

4.2.4.8 Brand popularity 

In principle, the managers interviewed regarded brand popularity as a possible 

indicator for the brand valuation model (see interview statements Int 100, Int 101 

and Int 102 on page 444). In brand popularity they saw a possible contribution to 

brand strength. In a critical perspective the managers were very uncertain about regarding 
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brand popularity as an indicator. Either they felt that sustainability was lacking in 

brand popularity, as most short-term trend brands benefit disproportionately from brand 

popularity, or, in the case of long-term brand popularity the managers measure brand 

popularity via brand image or sympathy.  

 

� Relevant findings: Due to the high degree of uncertainty the managers 

decided not to include brand popularity as a potential indicator . 

 

4.2.4.9 Brand uniqueness 

Brand uniqueness was seen as an objective of brand management by the 

managers interviewed (see interview statements Int 103, Int 104 and Int 105 on 

page 445) and can influence price premium and volume premium. 

 

� Relevant findings: According to the manager interviewed, brand uniqueness 

also can be achieved by using a benchmark comparison that includes indicators 

such as image, associations and perceived quality of competitive brands. In this 

way, the functional and emotional benefits can be analysed and, if necessary, 

managed accordingly. For managers interviewed, brand uniqueness was therefore 

not suitable as an indicator for brand valuation. 

 

4.2.4.10 Perceived quality and perceived benefit 

Perceived benefit was almost unanimously accepted by the managers as an 

indicator  for the proposed brand valuation model (see interview statements Int 

106, Int 107 and Int 108 on page 445). In their opinion, perceived benefit – unlike 

perceived quality – also includes the emotional benefits which a brand can offer 

the customer. According to the definitions (Aaker, 1996; Keller, 2003), perceived 

quality evaluates the perceived functional benefit of the product.  

 

� Relevant findings: However, the managers interviewed (particularly those from the 

cosmetics and fashion industries) argued that an indicator should be used which not only 

considers the perceived functional quality of a product but also the perceived emotional 
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quality characteristics. They believed that perceived emotional quality characteristics were 

best considered by perceived benefit. In their opinion, perceived benefit was the extension 

of perceived quality because it also includes perceived emotional quality characteristics 

which can be optionally considered (see interview statement Int 109 on page 446). 

 

4.2.4.11 Retail based brand strength 

At that time, retail based brand strength was for the managers interviewed not an issue in 

connection with brand valuation (see interview statements Int 110, Int 111 and Int 

112 on page 446). The reason for this was that the brand value was generally understood 

as feedback from the consumers. Even those managers who thought that retail 

might be conceivable as an aspect of the brand valuation model at some point did 

not dare to take this step in the initial implementation phase.  

 

� Relevant findings: The managers argued that a brand valuation model would 

otherwise be too complicated from the initial implementation phase on and as 

a result the risk that the model might not be realisable. In a second step, in a later 

phase, it might be possible to consider retail trade. Due to the lack of relevance in 

practice, retail-based brand strength was not included as an indicator . 

 

4.2.4.12 Organisational associations 

Generally, organisational associations which could influence the brand were seen as 

important by the experts and should be considered (see interview statements Int 113, 

Int 114, Int 115, Int 116 and Int 117 on page 447). However it was necessary to analyse in 

detail, this possible indicator in whose strategic brand combinations such a demarcation 

could be necessary. Single brand strategies aim at thrusting the company brand or 

name into the background, i.e. the consumer should not know the name of the company. 

An example of such a strategy is Procter&Gamble. The objective of this company is 

to be invisible to the consumer by communicating only the single brand name. As 

shown in the example, in this case a consideration of the organisational associations 

as indicator is not necessary. In the context of umbrella brand strategies, or strategies 

focusing on single brands in connection with the corporate brand (e.g. Henkel), the 
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managers interviewed emphasised that in practice there were aspects which did not 

correspond with such a demarcation of organisational associations. With regard to 

umbrella brand strategies it is difficult  for the consumer to distinguish between the 

communication referring to the product and the company itself. From the point of 

view of the respondents this kind of communication is not separable.  

 

� Relevant findings: The managers interviewed rightly asked the question why the 

product brand and the corporate brand should be separated for the brand valuation 

although they are connected. Furthermore, the question as to whether such a separation 

would be possible by the consumer was mentioned and classified as almost impossible. 

Therefore, the organisational associations as a consumer-based indicator were 

not considered in this thesis. 

 

4.2.4.13 Brand sympathy 

In the case of brand sympathy, marketing and accounting had two different opinions (see 

interview statements Int 118, Int 119, Int 120 and Int 121 on page 448).  

 

� Relevant findings: Marketing saw in brand sympathy an element which takes 

the brand toward the consumer’s relevant set. Particularly in industries with low-

involvement and low-interest products the experience of the managers interviewed has 

shown that brand sympathy would be an important factor in the consumer’s 

decision-making process at the POS. For the marketing managers brand sympathy was 

therefore a possible indicator. From the accounting perspective, brand sympathy 

had a more neutral character. The accountants neither rejected brand sympathy nor 

considered it as particularly relevant for accounting. Nevertheless, the result of brand 

sympathy was considered to be reliable because it is easy for the consumer to appraise. 

Thus, the managers accepted brand strength as an indicator for the proposed model. 

 

4.2.4.14 Support 

The managers interviewed did not classify support as an indicator but as an 

element of the marketing mix which was gaining importance as part of the 
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marketing mix (see interview statements Int 122 and Int 123 on page 449). Support 

would aid the development of the added value of a brand far beyond the purchase. The 

result was, however, not an indicator in “support” but in the indicator perceived benefit, as 

support represents a value enhancing benefit for the customer, particularly in industries 

which in principle do not have to offer such benefit. 

 

4.2.5 Analysis, discussion and findings of financial-based indicators in practice  

Three indicators asserted themselves as financial-based indicators. However, these did 

not result from free selection as was the case with the consumer-based indicators. The 

development and selection of the following three financial-based indicators happened 

on the following two bases: (1) on the definition of and confirmation by the managers 

interviewed, and (2) on the basis of the results of the literature review (see Section 

2.2.4.2.4). With reference to the financial-based indicators the focus of the interviews 

was: (i) if the analysed indicators were relevant for the managers, and (ii) how to 

overcome the limitations and problems contributed by the proposed indicators.  

 

� Relevant finding: The managers agreed that brand value contains the price 

premium and the volume premium which arise from the added value of the 

brand (see Int 124 on page 450 and also Section 4.2.2). 

 

4.2.5.1 Price premium 

Besides the volume premium, the price premium represents the most important 

“source of income” for the calculation of the brand value when one considers the 

understanding of the managers interviewed of brand equity in conjunction with 

shareholder value. This topic is of special interest from the perspective of the managers 

interviewed. Brand value is strongly dependent on the price premiums. Thus, 

marketing is fully responsible for generating a price premium and ideally for managing the 

marketing activities for the brand so that the brand is noticed and perceived positively by 

the consumer. Considering the price premium the three main open questions were: 

(1) what is the calculation basis of the price premium? (2) to what extent can the price 

premium be objectively determined? and finally (3) how reliable would the result be? 



Findings of the interviews 

 197 

4.2.5.1.1 Problem of determining the basis for comparison of the price premium  

When determining the ideal basis to compare the brand with an adequate counterpart for 

calculating a price premium the managers interviewed aimed to obtain the highest 

possible price premium (see interview statements Int 126 and Int 128 on page 450). 

In this case, “high” means that the difference should be as high as possible.  

 

� Relevant findings: The managers interviewed decided in favour of a unbranded 

product as an adequate counterpart rather than another competitive brand. The 

source of the price premium is the consumer of the brand. He determines the added 

value from the consumer’s perspective which he perceives of the brand in terms of 

monetary units. The advantage of the price premium is that it only considers the added 

value generated by the brand without the value which may by created by an unbranded 

product, because an unbranded product can cause a value (e.g. for the product) as well.  

 

� Relevant findings: There were two main reasons for using an unbranded product 

as an adequate counterpart for calculating a price premium: (1) according to the managers 

definition it is the added value that distinguishes a brand from a unbranded product. 

The differentiation from another brand stems from the uniqueness of the brand and is 

thus not a suitable basis as the other brand already has an added value which can be 

e.g. higher than one’s own brand; thus one’s own brand would have a negative brand value, 

implying no added value, which would be a wrong assumption or result. (2) The 

difference between an unbranded product and the brand to be valued would ensure a 

larger price difference and thus a higher price premium. Other brands can be used 

for possible benchmarking purposes but not to calculate the price premium. 

 

4.2.5.1.2 Problems with unbranded products 

The lack of a comparable unbranded product as counterpart for the brand or the 

branded product is often a problem of the premium profit construct. The managers 

interviewed proposed the usage of the “No Name”-product method as a useful 

solution (see interview statement Int 130 on page 451).  
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� Relevant findings: In Germany, the term “No Name” had become synonymous 

with unbranded products. The managers explained they had already gathered positive 

experiences with this method. It was important that the “No Name” product is 

functionally identical to the branded product in all respects apart from the brand 

being replaced by the designation “No Name”. This would meet the requirement 

that the products themselves be identically equipped, regardless of whether they 

were branded or unbranded. The managers interviewed considered this solution 

acceptable and also pragmatic, coming close to the “ideal solution” while at the 

same time appearing to be efficient from a cost perspective. 

 

4.2.5.1.3 Solutions to satisfy the requirement of objectivity  

Considering the extraction of the price premium it became apparent that it was always a 

question of the measure used to determine or accept the objectivity  of the brand 

valuation (see interview statement Int 131 on page 452). In the interviews and also 

discussed in Section 4.1.1.1, for accountants, objectivity often equated with the 

question of reliability of the results obtained.  

 

� Relevant findings: The accountants argued that the subjectivity can be converted 

into a kind of objectivity if an adequate number of people share the same view, 

thus confirming each other reciprocally or acknowledging that possible variances can be 

relativised by the volume. In other words, by considering a certain amount of participants 

(sample size) and statistical guidelines the results can be recognized as objective. The 

method of price premium generation described above was again classified as feasible in 

later interviews. The selection of the method also eliminated concerns about high costs. 

To ensure a certain degree of objectivity besides adequate quantity  the accountants 

proposed considering additional statistical requirements. These stricter requirements 

were, however, dependent on the request of the respective accountant and the 

personal level of objectivity he requires. 

 

4.2.5.1.4 Method of data collection: direct stated price survey 

� Relevant findings: The managers interviewed assessed the direct stated price  
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survey method as a good way of preserving the required flexibility  of the brand valuation 

model and emphasising its simplicity  (see interview statements Int 132, Int 133 and 

Int 134 on page 452 and Section 4.1.1.2). Additionally, the managers interviewed favoured 

the direct price survey as a method of collecting data as it is more cost efficient 

than the complicated conjoint analysis. They also thought that conjoint analyses produce 

a large amount of information that is irrelevant to a brand valuation. Here, the managers 

interviewed distinguished between the reasons for collecting data such as brand valuation 

and product analysis. They did not view product analysis as a component of brand value. 

Particularly in the case of a very wide product assortment, the method for collecting data 

based on the conjoint analysis would be an extreme task. Despite the limitations of the 

direct stated price survey method, in practice the managers interviewed found ways of 

minimizing these limitations. Nonetheless, the managers interviewed were quite prepared to 

also accept other methods of determining a price premium provided that they offer additional 

advantages and exhibit fewer limitations (see interview statement Int 135 on page 453). 

 

4.2.5.2 Volume premium 

In addition, not only the price premium, but also the volume premium, offers the 

possibility of a valuation of the brand “close to reality”. The individual sales areas can 

be given special consideration, allowing the identification of individual preferences 

and willingness-to-pay of the consumers, thus avoiding an unintended over- or 

undervaluation of the brand (see interview statement Int 129 on page 451). Customers 

would prefer to buy the product because it is offered by a certain brand despite the fact that 

its functional benefit is identical to that of other brands or unbranded products. Thus, based 

on this the brand sales score a higher volume than an e.g. unbranded product. The 

relevant question was on the basis of the lack of literature on this subject, how such 

a volume premium should be calculated. In particular, it was important to find a 

solution which would be accepted by the accounting managers. 

 

� Relevant findings: 

Accounting Manager, Interview 13: 

“Please, don't forget that a brand not only generates a price premium, but 
also a volume premium. After all, the added value is not only evident in a 
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greater willingness to pay a certain price, consumers also buy products 
because they are from a certain brand.”  

How would you calculate such a volume premium that satisfies the controlling discipline? 
“Well, basically we need to apply the same principle that was used for the 
price premium. The search for the difference between the sales volume of 
the brand and that of an unbranded product. The sales volume of a brand is 
easy to determine. The company has that information. The search for the 
sales of an unbranded product is problematic. It is essentially fictitious as 
the real sales figures for such a product are not available. One could, for 
example, use a demand function and average figures of the willingness to 
pay for the brand and for the unbranded product in order to determine a 
fictitious sales volume. If, for example, one takes the price which the consumers 
are prepared to pay for the unbranded product and puts it in the function of 
the brand, everything that is below the price of the unbranded product is the 
share which is attributable to the unbranded product; everything above that is the 
share of sales which is generated on account of the brand. In this way, a 
fictitious sales volume could be calculated for the unbranded product.” 

How reliable is this calculation? Would you involve this calculation in the 
controlling system? 

“The basic principle has already been used in other areas. The price for the 
unbranded product is put in the demand function of the brand, thus obtaining 
the threshold between the sales volume between brand and unbranded product.” 

 
Despite the fictitious assumption of the sales volume of an unbranded product, the 

accounting managers saw the calculation of the volume premium as the logical 

extension of the premium concept. The proposed calculation method had been taken 

from other areas of the company and was therefore entirely suited for use in brand 

valuation. In this way both premium aspects, the price and the volume, can be considered 

and in line with the definition attributed to the added value of the brand alone. 

 

4.2.5.3 Brand-related costs and investments 

The third financial-based indicator was brand-related costs and investments. This 

indicator emerged from a series of requirements for the brand valuation model. The first 

requirement was that the brand valuation model must satisfy modern valuation criteria. As 

already shown in Section 4.1.3.1, the principle of shareholder value has assumed the 

role of a trend-setting requirement for the managers interviewed. This principle of 

shareholder value requires that income and expenses are considered in the calculation.  

 

� Relevant findings: This principle, in turn, requires the use of brand-related costs  
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and investments (see interview statement Int 136 on page 453). Another requirement 

for the use of brand-related costs and investments stems from the performance system 

and its appraisal function of efficiency and effectiveness (see Int 137 on page 453). 

 

4.2.5.4 Brand extension 

Brand extension was a very important topic (see interview statements Int 138, Int 139, Int 

140 and Int 141 on page 454). Marketing managers had to work with a very tight budget 

and could hardly afford to launch new brands on the market. With regard to the question 

regarding the areas of the brand valuation model that should cover the valuation of the 

brand, two thirds of all the managers interviewed also raised the subject of brand extension. 

The future potential of a brand extension was a particularly explosive issue.  

 

� Relevant findings: They expressed the wish to determine the value of a possible 

brand extension in the brand value or at least the option to factor this in if at all possible 

when the launch of the brand extension is planned within one year after the brand 

valuation. The desire to contribute the value of brand extension generally appeared 

to be justified. However, when considering the extension potential within the financial 

brand value the questions of the required values, metrics and calculation methods 

arose, based on a very extensive and precise analysis and market research. The 

managers interviewed were not able to explain in detail which elements should be 

considered and/or included in the financial brand value. 

 

4.2.6 Consumer Behaviour 

Another sensitive subject within the brand valuation was that the proposed brand 

valuation model must contain a consumer-based and a financial-based component 

(see Section 4.2.3). This raised the question as to whether the model for the calculation of 

a monetary brand value also required a transformation  from non-monetary 

consumer-based indicators into monetary values.   

 

� Relevant findings: It very quickly became apparent that based on their experiences 

the managers do not believe that a direct transformation of consumer-based 
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indicators into monetary values is possible (see interview statements Int 142, Int 143, 

Int 144, Int 145 and Int 146 on page 455).  

 

� Relevant findings: To develop a plausible solution the managers took up the cause-

related added value chain. They argued that a solution must consider the turnover  

as a monetary value and a SOR model as an auxiliary construct (more details regarding a 

SOR model see Section 5.2.1.2.2). In connection with the auxiliary construct of the SOR 

model and the turnover, consumer behaviour was filtered out as an indirect link in 

the cause-related chain. Consumer behaviour influenced by brand strength elements 

which in turn are developed by the marketing mix actions, have an impact on the 

consumer’s purchasing behaviour in terms of sales volume and the willingness to 

pay a price premium. Consumer behaviour thus generates the “brand turnover” . 

This construct and connection of monetary and non-monetary values avoided a direct 

transformation of non-monetary values into monetary values, which the managers 

doubted in the calculation. This process corresponds with the cause-related added value 

chain and was a consistent extension of the chain. This extension allowed the accountants 

to integrate the monetary values into their valuation systems and also small and 

middle sized companies would be able to calculate in this way. 

 

4.2.7 Metrics  

The managers interviewed mentioned (see Section 4.1.1.3) that the brand valuation 

model should provide not only a single value, namely the monetary brand value, as 

a result, but also additional non-monetary and monetary metrics and values, which 

can be used by marketers and accountants to interpret the brand value from a value-based 

perspective and which would support the strategic decision making process. This raised 

two questions: First, how these metrics should be designed and second, how they 

should be integrated into the model. In connection with the requirement of generating 

metrics, an important question was the analysis of metrics considered as relevant or 

“nice to have” by the managers interviewed (see interview statement Int 147 on page 457). 

 

Due to the countless metrics which are available for marketing and brand valuation, 

there was the risk that too many metrics would be obtained without prioritising them. 
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Thus, Table 27 was developed and used in the interviews. The marketing metrics 

listed in this table were taken from Ambler’s (2003) and Reinecke and Reibstein’s 

(2002) analyses and identified by them as “important”. After responding to Table 27, the 

managers had the opportunity to name further metrics, which they either use in the 

company, or, at least, considered as important or desirable.  

 

Table 27: Significance of metrics in context of brand valuation and use in the company  

  very 
important 

not 
important 

Used  
metrics 

Top- 
MGMT 

Turnover/sales volume 30 0 30 27 
Market share 30 0 30 28 
Net profit 30 0 30 25 
Profitability 30 0 30 14 
Variable gross margin I 25 5 27 16 

Group 1: 
Very import. 

metrics  
&  

very frequently  
used Relative turnover growth 19 11 27 25 

Degree of distribution/availability 21 9 25 0 
Relative market share 18 12 24 21 
Brand awareness 28 2 24 0 
Customer satisfaction 26 4 21 0 
Brand expenditures 30 0 21 0 
Achieved price 29 1 19 0 

Group 2: 
Important 

metrics  
&  

moderately 
used 

Benchmarks (Competitors) 26 4 17 0 
Consumer loyalty 27 3 16 0 
Image 24 6 16 0 
Price premium 29 1 11 0 
Perceived quality 29 1 9 0 
Repurchase 26 4 8 0 
Retailer satisfaction 25 5 4 0 

Group 3: 
Important 

metrics  
&  

but hardly 
used 

Buying intention 22 8 2 0 
 

The results in Table 27 are sorted by frequency (see column 5), i.e. how often the 

metrics were used in the companies. The table shows that there is a group of essential 

metrics (Group 1) such as turnover, profit, margin and market share. This group of 

metrics was classified and confirmed by the managers as very important and used in 

almost all companies. It is conspicuous that these metrics, with the exception of market 

share, are all financial-based monetary metrics. Considering the remaining metrics, 

the results of the usage of the metrics in the company differ considerably from the managers’ 

assessment of the metric’s importance. The table shows that the managers considered 

most metrics as important and helpful for a brand valuation (see column 3), but were 

rarely used (see column 5). Based on this, two further groups of metrics can be identified. 
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Group 2 contains metrics which the managers classified as important, but are only 

used moderately in the company. Metrics of this group are i.e. brand awareness and 

customer satisfaction. Both are consumer-based metrics. The metrics of the third group 

were classified as important for brand valuations, but were hardly used in the 

company. Metrics of this group are i.e. consumer loyalty, brand image, price premium, 

perceived quality, repurchase rate, retailer satisfaction and intention to buy. These 

are all consumer-based metrics. Table 27 shows that the most used metrics have a 

financial-based character whereas the usage of consumer-based metrics varies 

considerably between moderately and rarely. 

 

� Relevant findings: It is noticeable that the metrics like price premium, perceived 

quality and repurchase are classified by the management as extremely important but 

are rarely used. Additionally, the managers had the opportunity to elaborate on the 

metrics with reference to brand valuation and brand management. The responses to 

this question were surprisingly varied. The quality of the proposed metrics for 

purposes of brand valuation was often questioned (see interview statements Int 

148, Int 149 and Int 150 on page 457). 

 

Most of the proposed metrics were very tenuously related to brand valuation or too 

industry-related or company-related. This gave the impression that the managers 

interviewed were not clearly differentiating between brand valuation and brand 

management. This conspicuous development in turn raised questions about the 

general utility of metrics in brand valuation. This induced the researcher and 

managers interviewed to reconsider the basic problem of using metrics in brand 

valuation models (see interview statements Int 151, Int 152, Int 153, Int 154, Int 155, 

Int 156 and Int 157 on page 458). The reconsideration showed more and more that the 

fundamental problem of the selection and composition of the metrics had already 

been solved by the components and indicators of the proposed brand valuation model 

itself. The managers argued that a loose sequence of metrics was not expedient for the brand 

monitoring system of the proposed brand valuation model. First, the managers were 

of the opinion that this would affect the stringency of the model and thus a risk that 

the metrics would have no informative value in conjunction with the brand valuation. 
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Second, they saw a further risk that an unconsidered use of metrics would undermine 

the actual function and benefit of the higher-ranking systems e.g. performance systems, 

shareholder value and value-based management which have been considered in the proposed 

brand valuation model. The reason to include metrics “only” because these are often used 

in the company or because managers want to have them is irrelevant and not supportive. 

 

� Relevant finding: The managers’ responses revealed a number of interesting 

aspects. The metrics used should be developed from the actual brand value calculation, 

which at the same time considers the performance systems underlying the brand 

valuation. Thus, when developing and providing metrics within the proposed 

brand valuation model, the tasks and objectives of (1) brand value and (2) 

performance must be the focus of attention. According to the managers, the integration 

of these two areas would provide enough relevant metrics. The structure and selection of 

indicators and components of the proposed brand valuation model offers and already 

supports a sound basis for useful metrics of qualitative, quantitative and monetary nature. 

By considering the marketing mix as a third component of the proposed brand valuation 

model, the model offers the possibility to create efficiency and effectiveness metrics. 

With the inclusion of (marketing) performance principles, the managers saw the ideal 

opportunity to add metrics by creating ratios and comparing input  and output metrics. 

The examples given by the managers included the comparison of e.g. advertising expenses 

and the change in brand awareness or image or the comparison of product costs with perceived 

quality or brand satisfaction, etc. In the opinion of the managers, these metrics derive 

directly from the brand value calculation and can be used to interpret the brand value and 

support brand management and performance. These metrics would be the basis for a 

brand monitoring system. A further advantage of and would also meet the 

requirement of flexibility  (see Section 4.1.1.2). 

 

� Relevant findings: Another aspect addressed by the managers was the possibility 

of creating benchmark data, considering not only their own brand but also competitive 

brands to be used for a benchmark analysis, i.e. of brand awareness, loyalty, price 

premium, etc. Thus, it would be possible to investigate indirectly the question about the 

differentiation of the brand and its relevance from the consumer perspective.  
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4.3 Generalisability of the brand valuation model 

This section discusses the generalisability of the developed valuation model in view of: 

(i) its components, structure and usability within the company and in particular the 

transferability into different branches and sub-branches of the consumer goods sector, and 

(ii) the generalisability in the sense of the analytic generalisation discussed in the 

methodology section in 3.6.1.5. 

 

The ulterior motive was to apply the developed brand valuation model to as many 

product brands as possible in different sub-branches of the consumer goods 

sector in order to better generalise the data and information resulting from the expert 

interviews. The question was used at the end of the second interview phase as from 

this moment the developed brand valuation model took shape, in particular the 

selection of the indicators. This shape enabled the experts to assess and forecast the 

applicability of the model in different sub-branches. The responses to an application 

of the proposed brand valuation model in all branches were uniform (see interview 

statements Int 158, Int 159 and Int 160 on page 459).  

 

� Relevant findings: None of the managers interviewed saw a limitation of the structure 

of the proposed brand valuation model to a special branch. The consumer-based and 

financial-based indicators were classified by the managers as industry-independent. 

They saw the big advantage of the proposed brand valuation model in the selection 

of the indicators which were based on brand-specific characteristics. In addition, 

the application of the cause-related added value chain supported the character of 

the proposed brand valuation model regarding its independence from industries.  

 

 

4.4 Summary and conclusion of the interviews (field research) 

The basic task of this field research was to find further relevant aspects, requirements, 

demands, problems and solutions of the construct of brand valuation in practice. The 

main findings were: 
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(1) Development of further Research Questions 

Based on the following findings, two further research questions were necessary to 

include in the research work. The two further research questions were about (i) the 

integration of a cause-related added value chain in a brand valuation model and  

(ii)  the consideration of brand extension within the brand value. 

 

(i) Cause-related added value chain (RQ 4) 

Value-based management considers monetary (quantitative) and non-monetary (qualitative) 

value drivers. Applying this need to brand valuation, value-based management needs 

consumer-based and financial-based drivers and indicators. This need arouses a high 

and undesirable subjectivity in combined brand valuation models which try to transform 

consumer-based indicators into monetary values. Often this transformation is not published. 

Such solutions were not accepted by the managers, as they needed transparent and 

understandable models and calculation methods. The managers needed indicators which 

allowed them to analyse the added value over the complete value generation chain of a 

brand. Another important aspect for the integration of a cause-related added value chain 

was e.g. that the brand valuation model should follow performance principles and all 

metrics should be consistent to the same basis. The consideration of such a significant process, 

made it necessary to consider further aspects, e.g. the marketing mix and consumer 

behaviour and its financial outcome, based on requirements of an input and output 

classification. This finding concerning the added value chain and its important principles 

for brand valuation made it necessary to consider it in a further research question (RQ 4). 

 

(ii) Brand extension (RQ 6) 

Brand extension is currently a very important topic in marketing. The managers 

attached high importance to this subject, because a brand extension can contribute to 

the brand value to a very high degree. The managers desired the integration of a 

possible brand extension into the financial brand value. The complexity of brand 

extension made it necessary to consider this topic in a further research question (RQ 6). 

 

(2) Findings concerning the cause-related added value chain 

Including this subject as an important research question, further findings were analysed:  
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(a) Marketing Mix 

The marketing mix still had an important role in the company. From the managers’ 

experiences and perspective, the benefit which a marketing mix provides to a company 

was for the managers more important than disadvantages analysed in literature; e.g. 

the missing consumer orientation of the marketing mix. The managers argued that it is 

not the marketing mix which generates such a misleading orientation, but the brand 

strategy developed by the management. The advantages of the marketing mix support 

the management into overcoming the gap between marketing and accounting. The 

marketing mix allows an input and output-orientated brand valuation model. The managers 

recommended the marketing mix as a part of the brand valuation model. In addition, the 

marketing mix was seen as an appropriate element and starting point for the added value 

chain and instrument to influence the consumer behaviour. 

 

(b) Consumer behaviour 

The managers regarded consumer behaviour as a solution and contrivance to (i) avoid 

subjective and not transparent transformations of non-monetary into monetary values and 

(ii) support the added value chain and (iii) support marketers in their strategic 

planning and accountants in their development of metrics. 

 

(c) Consumer decision-making process 

The managers interviewed proposed the consideration of the consumer decision-making 

process in the selection process of consumer-based indicators. From the managers’ 

perspective the usage of the consumer decision-making process (i) was consistent with the 

idea of an added value chain, (ii) supports the marketing managers, as they use such 

constructs in brand planning and thus they have a direct success control, and (iii) the 

selected indicators would have a consistent relationship. 

 

(d) Consumer-based indicators 

The selection of consumer-based indicators characterised that the managers did not 

search for ‘brand new’ indicators but indicators which were relevant and supportive 

for the brand management. The proposed indicators are: (1) brand awareness, (2) 

brand image and associations, (3) brand sympathy, (4) perceived quality and benefit, (5) 
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satisfaction, and (6) brand loyalty. As mentioned the main objective of the managers’ 

selection of consumer-based indicators was that the indicators followed the added value 

chain, including the consumer-decision making process, to support the brand management 

in their brand planning and control. A notable selection was the indicator ‘brand sympathy’. 

This selection was based on two main reasons: (i) In industries with low-involvement 

products brand sympathy is an important factor in the purchase decision of the customers 

at the POS and (ii) in particular, in Germany brand sympathy is an often used parameter in 

brand management and thus provides a similarity with the consumer decision-making 

process. A further noticeable selection was the indicator ‘satisfaction’. One reason for this 

selection was that satisfaction was viewed as basis for the willingness-to-pay a price 

premium and the second reason the increase in purchase frequency. Satisfaction supports 

also the premium profit construct. Another noticeable finding was the division or the extension 

of the indicator ‘perceived quality’ by the indicator ‘perceived benefit’ which can be 

optionally considered. In particular, brands with a very high emotional character (e.g. 

in fashion and cosmetics, etc.) need the consideration of the emotional brand benefit. The 

selection of the final indicator, ‘brand loyalty’, was characterised by the different perspectives 

of marketers and accountants. Accountants defined brand loyalty through purchase frequency 

and turnover whereas marketers additionally defined loyalty through the customer’s attitude 

to the brand. This made it necessary to consider a multi layer perspective of loyalty. 

 

(e) Financial-based indicators 

The selection of the financial-based indicators (1) price premium, (2) volume premium, 

(3) brand-related costs and investments and optionally (4) brand extensions was less 

noticeable as this step was more an agreement of the managers. The indicators derived 

from the proposed income and premium profit brand valuation approaches was based 

on the results of the literature review. Important for the managers was that the financial-

based indicators (i) overcame the principles of the added value chain, (ii) could separate 

brand-related and unbranded product related costs and income and thus only consider the 

brand-related income and outcome, (iii) allowed an implementation within a performance 

system and (iv) did not need any subjective transformation calculation and methods. 

More important in the discussion of financial-based indicators were problems and 

possible solutions of the selected financial-based indicators: 
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(f) Premium construct: price premium 

The main problems of the price premium indicator were (i) to determine the basis to 

compare the brand with an adequate counterpart for calculating a price premium, (2) to 

ensure objectivity in the calculation process of price premium and volume premium, 

and (iii) its reliability. The managers preferred as a basis for the price premium an 

unbranded product rather than another brand because only this comparison would 

consider the “complete” price premium of a brand. In the case of the lack of a comparable 

unbranded product the managers proposed to use the term “No Name”. In Germany, the 

term “No Name” had become synonymous with unbranded products. Additionally, 

objectivity depended on the measure used. The accountants were of the opinion that 

the subjectivity can be converted into a kind of objectivity by using statistical guidelines, 

in particular the sample size and by using the direct price survey.  

 

(g) Premium construct: volume premium 

The main question in this area was how to calculate a volume premium because 

there was little information in literature. It was of prime importance to get information 

and solutions from accountants because it was important that the calculation was 

accepted by accountants to ensure the integration of the volume premium into the 

company valuation system and performance system. 

 

 

(3) Brand monitoring system 

A further finding was the requirement that the managers interviewed would, besides 

the financial brand value, need further qualitative and quantitative metrics (see Section 

4.1.1.3). These metrics had to support the managers in their strategic planning process, in 

the interpretation of the brand value and in making the brand more accountable. These 

metrics had to meet the fundamental requirements of the principles of the ‘framework’  

(see Section 4.1.3), which included the principles of the shareholder value, value-based 

management and the performance systems. In particular, the performance principles 

of efficiency and effectiveness were important that the metrics had an input  and 

output character. These principles enabled the possibility that the metrics (i) were all 

interrelated, (ii) had the same origin, (iii) considered the cause-related added value 
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chain and (iv) were a high flexibility in the generation of metrics. This process made 

it unnecessary to develop inflexible metrics without any logical relationship. All 

these metrics can be subsumed under the brand monitoring system. 

 

 

(4) Formal requirements 

Besides the more important findings in terms of content, the managers interviewed 

also demanded some formal requirements of a brand valuation model.  

(i) In contrast to literature, the managers interviewed were aware that absolute 

objectivity  in company valuation and thus also in brand valuation is currently not 

possible without inevitably accepting other disadvantages (e.g. cost approaches). An 

objectivity of the brand value would be accepted when the degree of brand valuation 

objectivity correspondsto the company valuation (e.g. based on shareholder value 

(income approach)).  

(ii) Also the structure and the composition of a brand valuation model should be kept 

as simple as possible, but efficient and flexible. This formal demand was made in 

several other subjects, e.g. the question of stakeholders to be considered in brand 

valuation (see Section 4.2.1), the amount of indicators (see Section 4.2.4.1.2), the 

consumer decision-making process (see Section 4.2.4.1.1), direct stated price survey 

method (see Section 4.2.5.1.4), etc. Additionally, this demand would raise the 

flexibility of the model and thus the degree of successful integration and 

implementation into the company.  

(iii) The possibility to generate more metrics besides only the brand value would 

support the managers in the interpretation of the brand value and in developing future 

plans. This also forced the need for a brand monitoring system which is closely 

connected with the brand value to enable a common basis. 
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CHAPTER 5 

5 The development of the proposed band valuation model 

The following chapter draws together the findings of Chapters 2 and 4 to develop a 

comprehensive brand valuation model to be considered, in particular, in RQ 5 (see Section 

1.2). This Research Question had a specific importance for this research work, as the 

developed brand valuation model should be understood as the final ‘result’ of the complete 

research work. Thus, all remaining Research Questions have an influence on this 

Research Question and finally on this model. 

 

This brand valuation model pursued the following objectives: (i) to incorporate the findings, 

wishes and requirements gathered from the practice. Further objectives and considerations 

were a (ii) customer-based perspective with its qualitative influencing factors of the 

brand and the consideration of the (iii) financial-based perspective with the actual 

monetary valuation of the brand, (iv) the use of a cause-related added value chain 

intended to prevent subjective transformation of non-monetary values into monetary 

values. A further objective of the model was to consider existing business valuation 

systems and (v) to make the brand valuation model compatible with such systems so that 

the brand value can be integrated into such business valuation systems. Finally, a (vi) 

brand performance measurement (brand monitoring system) was developed to 

support strategic brand management. 

 

The focus was not on developing a completely new type of brand valuation model 

but more on (i) analysing the advantages of existing models, (ii) testing if these 

advantages could be combined, (iii) analysing and discussing the relevance of 

the results for use in practice with the experts and (iv) analysing solutions and 

processes used in practice. In fact, various elements of the model have already been 

discussed in Chapter  2. By modifying and reorganising some of these elements in 

cooperation with the experts interviewed, the model allowed a new and more practice-

orientated valuation. In particular, by considering and using valuation methods and 

principles required by the company (see Sections 2.2.1.1.2 and 4.1.3) thus by producing 

a “framework” for the brand valuation model it became more relevant. 
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Figure 30: Structure of Chapter 5 
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5.1 A brief overview of the developed brand valuation model

 

 

The structure of Chapter 5 is as follows (see also Figure 30):  

Section 5.1 gives a brief overview of the brand valuation model that was developed.  

In Section 5.2, the composition of a cause-related added-value chain, which also 

considers consumer behaviour and the marketing mix is discussed. Section 5.3 

shows the requirements of a (marketing) performance system, in particular, the 

requirements of efficiency and effectiveness and of marketing metrics. Section 5.4 

discusses the consumer-based component, the financial-based component and the 
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marketing mix of the proposed brand valuation model. In Section 5.5, the indicators of 

the consumer-based component are discussed. Section 5.6 discusses the indicators 

of the financial-based component. Section 5.7 explains the relationships between 

all indicators and the marketing mix elements in regard to their empirical validity. 

In Section 5.8, the consumer-based brand component and the financial-based brand 

component are analysed in regard to the requirements of a brand monitoring system. 

Section 5.9 refers to the calculation of the financial-based brand value. This section 

explains in detail how to use the price and volume premium construct, brand free 

cash flow and brand extension. Section 5.10 shows different methods for considering 

uncertainty in the brand valuation process.  

 

5.1 The developed brand valuation model: A brief overview 

To make it easier to gain an understanding of the complexity of the brand valuation 

model developed, the author would like to give a brief overview. The reason behind 

the development of this model was the huge discrepancy regarding the use of brand 

valuation models from the academic and practical perspective, due to lack of acceptance. 

During the analysis of the questions why and which aspects, prerequisites and expectations 

a brand valuation model would have to satisfy in order to find greater acceptance in the 

company, some of the most important drivers and valuation and management principles 

were filtered out, which were to play a key role in the development of the model.  

 

Figure 31: Requirements of the brand valuation model  
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Figure 31 shows the components, requirements, contents and prerequisites the brand 

valuation model had to satisfy, first and foremost, from the interview findings of Chapter 

4, but also based on insights gained from the literature review presented in Chapter 2. 

These important drivers, valuation and management principles were ‘cornerstones’ of the 

brand valuation model and were derived from the literature, from the managers 

interviewed, and from the company environment (company valuation systems and 

performance systems). With these ‘cornerstones’ a successful implementation of a future 

brand valuation model would be possible, and thus also the integration into a balance sheet 

independent business valuation and with it the integration of the added value of the brand 

would be possible. These ‘cornerstones’ also arose from brand management and principles 

of brand valuation itself in order to allow the development of a future and value-orientated, 

value-generating brand valuation model that can be used in the long term. The result was a 

model with three components (see Figure 32): a consumer-based component, a 

financial-based component and the marketing mix. 

 

Figure 32: The proposed brand valuation model 
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5.1.1 The process of the developed brand valuation model 

All these requirements and components from Figure 31 had to be structured to ensure 

(1) the process of the model itself (mode of function and operation) and (2) the 
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company’s organisational process, as well as the (3) economic value-generating 

process (see Figure 33). 

 

Figure 33: The process-based structure of the brand valuation model  
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One of the requirements was its suitability for implementation in both the marketing 

and accounting department, i.e. to force collaboration between the two departments. 

This is achieved in a first step via the marketing mix, which would be planned and 

managed by the marketing department, whereas the accounting department applies 

the marketing mix when it requires information about marketing. By considering the 

requirements and components, namely the cause-related added-value chain, value-based 

management, the shareholder value and the principles of the brand performance system, 

one can see that the marketing mix through its various activities was defined as 

the starting point for every value generation. The marketing mix develops an added 

value in the consumer’s mind and also triggers off brand expenditure and costs. Through 

this split, various positive effects can be achieved. On the one hand, the marketing 

mix enables the brand valuation model to include the consumer-based component 

and the financial-based component including its indicators. On the other hand, linking 

the two components through the marketing mix also ensures that the principles of 

performance systems can be applied. This direct link allows the improved allocation of 

input into consumer-based indicators to their output and thus also takes into account 
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the principle of effectiveness and efficiency. The resulting metrics offer the possibility of 

using these input figures in conjunction with the output of the non-monetary consumer-

based indicators and the outcome of the monetary financial-based indicators. This allows 

the development of a brand monitoring system tailored to the needs of the company. In 

addition, such a system can be added to a brand or marketing performance system to 

provide information for support marketing and the accounting with brand planning, 

optimisation of improvement in added value, brand positioning, brand strength and brand 

value. The use of a cause-related added value chain avoids the problematic ‘transformation’ 

of the added value into a financial outcome, i.e. the transformation from non-monetary 

consumer-based indicators into monetary values. For that purpose, the model used 

the construct of consumer behaviour to ‘transform’ the (perceived) added value and 

brand strength in the minds of the consumers into a measurable price and volume premium.  

 

The whole process was governed by the principles of value-based management in 

order to obtain a long-term and sustainable brand equity. The calculation of the financial 

brand value is governed by the principles of shareholder value, thus allowing the 

integration of the financial brand value into a company’s valuation system as an important 

value driver of marketing and company success. At the same time this means that the 

brand management becomes accountable. 

 

5.1.2 The components 

A further option for assessing the newly developed brand valuation model was the 

content structure of the model itself. Figure 32 on page 215 shows the final structure 

of the brand valuation model. The basic structure of the brand valuation model was 

shaped by three components, the marketing mix , the consumer-based component 

and the financial-based component. 

 

Component 1: Marketing mix 

The advantages of using the marketing mix as the starting point of the model have 

already been explained in the process description in Section 5.1.1.  
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Component 2: Consumer-based component 

The consumer-based component consists of six consumer-based indicators, which 

allow the measurement of brand strength, i.e. the non-monetary output of the brand 

resulting from the input of the marketing mix. As brand strength is a measure of the 

strength of consumer attachment to a brand (Feldwick, 1996), it is important to consider 

that it is the value-generating precursor of the monetary brand value (Ambler, 2008; 

Pappu et al., 2005; Keller, 2003). Additionally, it determines a non-monetary output 

of the brand’s added value generated in the minds of the consumers. With the definition 

of brand strength as a measure (Feldwick, 1996) and a set of associations and behaviours 

of a brand’s customers, that permits the brand to enjoy sustainable and differentiated 

competitive advantages (Srivastava and Shocker, 1991). In addition, the consumer-

based component contains with brand awareness, brand image and associations, 

brand sympathy, perceived quality and benefit, brand satisfaction and brand 

loyalty indicators, which allow the measurement of brand strength and supports brand 

management in marketing. The individual indicators of the consumer-based component 

also satisfy the prerequisites (1) as drivers for value-based management, (2) as part of the 

cause-related added-value chain and the consumer-decision making process, (3) as a 

meaningful non-monetary brand performance metric and (4) as practice-orientated figures. 

In this way, the indicators also support the principles of value-based brand management. 

 

Component 3: Financial-based component 

The third component is the financial-based component. The four indicators form 

the basis for the measurement of the financial brand value of the brand, namely the 

price premium, the volume premium, brand-related costs and investments and 

the brand extension value. It should be noted that the financial-based indicator price 

premium has, by nature, a consumer-based character (Aaker, 1991, 1996). However, 

since the price premium in this model has a strong financial component, it is classified as a 

financial-based indicator here. By using the two financial-based indicators price premium 

and volume premium, a brand-related cash inflow is generated which enables the model 

to satisfy the basic characteristic of a brand value, the added value, which ultimately 

makes up the brand value measured directly at the addressee, i.e. the consumer. 
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5.1.3 Price premium 

The idea of including the price premium in the brand valuation model is the logical 

continuation of the cause-related added value chain. Furthermore, most managers 

interviewed defined brand equity as the value of an additional price premium that a 

brand can achieve in contrast to an unbranded product. According to the definition by 

Farquhar (1989) brand equity is the added value with which a given brand endows a 

product. This definition requires the separation of the added value from the cash-

inflow and cash-outflow of the unbranded product. The questions here are: (1) where 

the added value of the brand begins and (2) what the amount of the added value will be. 

Figure 29 on page 184 shows the problems involved in determining the added value 

and the different possibilities and perspectives. 

 

The first issue is the amount of the cash inflows of the added value of the brand and 

the unbranded product. Is this amount defined by the turnover generated through selling to 

the retailer or is it the sales price to the consumer, which would correspond to the values 

and figures of the company’s financial accounting and accountancy? When generating an 

added value, the manufacturer essentially attempts to convince the consumer with 

his brand and ideally make him loyal to the brand. A price premium is defined as the 

“difference between the amount a customer is willing to pay for a branded product 

and the amount a customer is willing to pay for a non-branded (generic) product” 

(Barwise et al., 1989). By considering this definition, the construct of a price premium 

allows the differentiation between the cash-inflows, on the one hand from the brand 

and its added value and on the other hand by the unbranded product.  

 

The consumer is thus the marketing manager’s “target group” that creates an added value 

for the brand as the consumers are willing to pay a price premium for the perceived 

added value. Additionally, an important aspect of added value generation and a price 

premium for a brand is that it does not automatically mean the creation of economic 

value (Doyle, 2001). Thus, the financial brand value has to be detached form the “real” 

economic value, that the brand has for the manufacturer. It is important to consider 

the complete added value of the brand caused by the manufacturer’s activities. The 
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remaining three financial-based indicators also enable the brand valuation model to 

separate the added value from the cash-inflow and cash-outflow of the unbranded product. 

 

 

5.2 Composition of a cause-related added-value chain 

This section deals with the development of a cause-related added-value chain as a 

basis for the brand valuation model. For the managers interviewed this step was 

important to ensure that the value determined by the brand valuation model can be 

deemed to be reliable. This pertains in particular to the interface between the consumer-

based part and the financial-based part of the brand valuation model. The cause-related 

added value chain builds up on Keller and Lehmann’s (2001) Brand Value Chain. 

 

5.2.1 The Brand Value Chain (Keller and Lehmann, 2001) 

According to Keller and Lehmann (2001), the Brand Value Chain, presented as a 

model in Figure 34, shows the value creation process for brands to help better understand 

the financial impact of brand marketing expenditure and investment, and to comprehend 

the design and implementation process of a brand equity measurement and management 

system. Keller and Lehmann (2001) argue that “brand value creation begins with 

marketing activity by the firm that influences customers in a way affecting how the 

brand performs in the marketplace and thus how it is valued by the financial community.”  

 

Figure 34: Brand Value Chain (Keller and Lehmann, 2001) 
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Keller and Lehmann’s (2001) Brand Value Chain consists of four value stages supported 

by three multipliers. The multipliers support each value stage to transfer the value into the 

next value stage. The Brand Value Chain assumes that with a company’s first investment 

in a marketing program targeting customers and consumers the brand value creation 

process begins. This includes all marketing program investments that can potentially be 

attributed to brand value development. This program and its marketing activities then effect 

the customers “mind-set” to the brand. To measure the customers’ mind-set the Brand 

Value Chain uses 5 key dimensions; awareness, associations, attitudes, attachment, and 

activity. The task of this stage is to generate value for market performance. The market 

performance depends on the customer mindset, which influences consumer reaction or 

response in the marketplace. Keller and Lehmann (2001) defined the following key outcomes 

of that response: price premium, price elasticity, market share and expansion success. In 

combination with external market multipliers the results of this value stage generates the 

basis for the shareholder value stage, which influence e.g. the stock price, etc. 

 

By using Keller and Lehmann’s (2001) Brand Value Chain as a basis for the required 

cause-related added-value chain, the following value chain was developed. Figure 35 shows 

the cause-related added-value chain underlying the brand valuation model. The 

development method is presented in the following sections. 

 

Figure 35: Cause-related added value chain underlying the brand valuation model  
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The developed cause-related added value chain followed the assumption of Keller 

and Lehmann (2001) and considers also of four value stages.  
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5.2.1.1 Elements of the cause-related added-value chain: marketing mix investment  

The first value stage is the marketing program investment. The elementary message 

of this stage is that the company has a direct influence on the brand, in terms of giving it 

its identity  and, based on strategic planning, equipping the brand with added 

value (Kapferer, 2008; Keller, 2003). This can be done by using the only available 

tool, namely the marketing mix (Keller and Lehmann, 2001; Doyle, 2003). In this 

way, the marketing mix becomes the initiator of the cause-related added value 

chain. The costs arising from the implementation of brand strategy are covered by  

the company’s financial investment in the brand, which is referred to as the brand budget. 

 

5.2.1.1.1 The role of the marketing mix in the brand valuation model  

The importance of the marketing mix in the developed brand valuation model, and 

its effect on brand equity are analysed in the following sections. The starting point 

for the added value chain in the proposed model is the marketing mix which plays 

two roles (see Figure 36).  

 

Figure 36: The marketing mix and its impact on the other components 
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The first role of the marketing mix is to record the costs for all activities which are 

important for the brand in order to generate added value. The second role is to influence 

the consumer and thus the consumer mind-set so that this added value can also be 

perceived and thus ultimately generate value. This concept corresponds to the 
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value chain. The marketing mix ensures a closed financial concurrent cycle and 

contributes to consumer-based aspects without extensive subjective transformations 

between non-monetary and monetary values. 

 

One main point of criticism of the marketing mix, the lack of customer orientation, 

mentioned in the literature review, gives cause for concern. As already discussed in 

Section 2.5.2, this point was raised by the managers in the interviews and was considered 

irrelevant in practice, because from the perspective of the managers the marketing mix is an 

operational implementation instrument of a previously developed marketing or brand 

strategy. In their view (see the findings of Section 4.1.5), customer orientation or other 

“philosophies” are already fixed in the strategy development and not in the marketing mix.   

 

Furthermore, the managers do not see the marketing mix as an inflexible tool whose 

only components are the “4Ps”. In practice, it is a tool which has to be dynamically 

adapted to the market situation and brand strategy whose elements can be freely chosen, 

combined and weighted. The brand valuation model should be flexible in this respect and 

only consider the costs which incur. According to the managers, the composition of 

the marketing mix elements (Ps) does not play a role, whereas the two framework 

functions mentioned above always apply regardless of the marketing mix composition. 

 

Another aspect, which both the managers allocated to the marketing mix, is an interface 

that connects marketing and accounting. This fulfils the requirement made by the 

managers, that the brand value must be integrated into the business valuation system, i.e. 

the model design has to be compatible with modern valuation systems, such as shareholder 

value. By taking into account the comments made by the managers interviewed as 

well as those of Keller (2003), Keller and Lehmann (2001) and Doyle (2003, 2001), 

the marketing mix has the potential to serve as a basis for a brand valuation model. 

In this way, the risk of an isolated valuation based on different denominators is 

avoided from the outset. The two components are linked and thus the stringency 

of the value chain preserved. By ensuring high flexibility it became even more 

important to define the functionality of the marketing mix for the proposed brand 

valuation model to be able to use the definition as the smallest common denominator. 
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5.2.1.1.2 The definition of the marketing mix in the brand valuation model  

The correct understanding of the marketing mix is important for this thesis. The term 

marketing mix is understood here as a framework which can be used as a “cost-

collecting” point for all investments in the brand, that are needed to deliver 

added value to the customer and the consumer. This core function does not need 

to determine and agree on the precise elements of the marketing mix, for brand valuation 

purposes beforehand, and hence preserves its individual flexibility . Each company can 

define its marketing mix individually, thus ensuring the straightforward implementation of 

the brand valuation model in the company. However, once the marketing mix has been 

agreed upon in the company, the long-term nature of shareholder value requires that the 

composition of the marketing mix may only be changed for a very good reason. 

 

5.2.1.2 Elements of the cause-related added-value chain: customer mind-set 

Important elements of the added value chain in the value stage of the consumer mind 

set are the added value perceived by the consumer (see Section 5.2.1.2.1) and the 

consumer behaviour (see Section 5.2.1.2.2).  

 

5.2.1.2.1 Added value 

The task of the marketing mix is to generate and force added value. Added value 

corresponds to the nature of the brand as suggested in Chernatony and McDonald’s 

(2003) brand definition in Section 2.1.3. Aaker (1996) and Yoo et al. (2000) argued 

that a consumer perceives (consumer-based) brand equity as the “value added” to the 

product. Based on the assumption that added value is a multidimensional construct (De 

Chernatony et al., 2000) with the result that it would play different roles and be interpreted 

in different ways by different people. Added value can arise from functional and/or emotional 

benefits (Nijssen and Augustin, 2005) and/or from symbolic benefits (Urde, 2003). Knox 

(2004) highlights that perceived added values differentiate the offer and provide the basis 

for customer preferences and loyalty. However, de Chernatony et al. (2000) found that 

emotional values were more sustainable added values than functional values. For a 

brand it is essential that added value, which the brand includes, is perceived by the 

recipient (Yoo et al., 2000), e.g. the customer and consumer. Thus, added value has to be 
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realised by the consumer’s mind-set. This assumption has two advantages; it enables 

(1) marketing to determine the perceived added value in the consumer’s mind, i.e. consumer-

based indicators and to help (2) the consumer to develop his consumer behaviour.  

 

5.2.1.2.2 Consumer behaviour 

Consumer behaviour is a further very important step in the cause-related added-value 

chain which Arnould et al. (2004: 9) defined “as individuals or groups acquiring, 

using, and disposing of products, services, ideas, or experiences”. Blackwell et al. 

(2001: 7) argued that consumer behaviour is about buyer behaviour and “why and 

how people buy.” As proposed by the managers interviewed and analysed in Section 

4.2.6 of the findings, this step “transforms” the added value into a quantifiable value.  

 

To build on the analysed findings in Section 4.2.6 and to understand the relevance of 

consumer behaviour for this proposed brand valuation model it was important to 

comprehend that there were two aspects. The first aspect was the fact that consumer 

behaviour with its buying act was the “transformation” between the consumer-based 

indicators and supports what Wood (2000) called value added agents, i.e. the indicators of 

the added value which can not quantify the added value and the monetary quantifiable form 

of the added value. The second aspect was the fact that the use of consumer behaviour had 

to support the idea of the cause-related added-value chain. The findings of the interviews 

showed that the managers suggested the use of the SOR Model to integrate the consumer 

behaviour construct into the idea of the cause-related added-value chain.  

 

Figure 37: Stimulus-Organism-Response Model (Bagozzi, 1986; Kotler and Bliemel, 2006) 
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The Stimulus-Organism-Response Model 

Bagozzi (1986), Kotler and Bliemel (2006) and Möller (2006) explained the interaction 

between the marketing mix and consumer behaviour on the basis of a stimulus-organism 

response system (see Figure 37), emphasising customers' action profiles and how they 

act and respond to marketers' activities. Taken from an environmental psychology 

perspective, the Stimulus-Organism-Response (S-O-R) paradigm proposes that stimuli (S) 

from the environment arouse emotions that consequently influence behaviour i.e. responses 

(R) (Möller, 2006; Bagozzi, 1986) in the organism (O) among the decision-making 

processes (Kotler and Bliemel, 2006). The consideration of this model has several 

advantages. It explains (1) the interaction between marketing mix and consumer 

behaviour, (2) the development of attitudes, images, associations etc. and the perception 

of the added value in the consumer’s mind-set on the purchase decision-making 

process which is necessary to ensure a cause-related value-chain and (3) the final 

buying act. The stage consumer mind-set thus takes into consideration the 

information and the consumer-based elements that are important for marketing, 

and lead to brand strength and support the brand strategy. 

 

5.2.1.3 Elements of the cause-related added-value chain: market performance 

By purchasing (or not purchasing) products of the brand, the consumer follows his 

consumer behaviour (Arnould et al., 2004). When the consumer buys the products of 

the brand, he generates a financial outcome, based on the marketing mix activities for the 

brand.  In this third value stage, the success of marketing activities is transformed into 

financial success. This financial outcome includes the added value that influences the 

amount the consumer is willing to pay for the brand. Kapferer (2008) noted that such a 

financial outcome contains, as regards brand equity, a price premium and a volume 

premium. Keller (2002) mentioned that all differences in the outcomes from current 

marketing activities arise from the ‘added value’ assigned to a product as a result of 

past marketing activity. In principle, the financial outcome depends on the strength 

of the added values (Keller and Lehmann, 2001). 
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5.2.1.4 Elements of the cause-related added-value chain: shareholder value 

All these financial outcomes are part of the brand cash flow which is generated by 

a value-based management strategy. As already explained in Section 2.4, value-

based management strategy is adapted in order to generate value in the long term (Doyle, 

2003), which is expressed in the maximisation of shareholder value. This shareholder 

value would be the basis for the brand valuation model. In this way, the cause-related 

added-value chain focuses on the aim of the long-term generation, maintenance and 

increase of added value of the brand and of brand equity. 

 

5.2.2 Summary 

The development of the cause-related added-value chain serves as a basis for the 

proposed brand valuation model. The structure of the cause-related added-value 

chain followed a strict brand-orientated value chain and also considered the 

transition between non-monetary values and monetary performance indicators, thus 

also taking into account the differing requirements of marketing and accounting. 

 

 

5.3 Demands of marketing performance on the brand valuation model  

This section deals with a further subject that was important (see Section 4.1.3.2) and 

elementary for the brand valuation model (Ambler, 2008; Salinas 2009): a marketing 

performance system that support the brand monitoring system. For management it 

was important that the brand valuation model meets the demands of the marketing 

performance in order to: 

(1) allow a intertwined integration into the company system and to satisfy top 

management’s requirement for more accountability of the brand.  

(2) be able to estimate the economic effects of the brand. 

(3) expand the model with a brand monitoring system. 

(4) be able to better identify and manage the value drivers of the brand. 

(5) obtain a well-balanced and supportive brand ratio system which allows brand 

management to participate in strategy development for long-term success. 
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5.3.1 Structure of a marketing performance system (efficiency and effectiveness) 

Performance systems have a two-dimensional structure. These dimensions, called 

efficiency and effectiveness, are combined within the marketing processes (Link et al., 

2000; Chenhall, 2005) and reflect the strategic and operational targets of marketing 

planning and are essential to the holistic performance assessment of marketing 

(Chenhall, 2005). By using the dimensions efficiency and effectiveness, marketing 

performance makes it possible to focus on the (1) qualitative and quantitative valuation, 

(2) strategic and tactical, and (3) output and input valuation of the decision-making units 

in marketing (Link et al., 2000). Effectiveness as a measure of the degree to which a 

target has been achieved (Daum, 2001) and thus a measure of appraisal relating solely 

to the results of output (Ambler, 2008). Efficiency embodies output in proportion 

to input and is based on the relationship of the results actually achieved (actual 

output) and the resources used for this purpose (actual input) (Daum, 2001; Dyckhoff 

and Ahn, 2001). 

 

5.3.2 Input-output-orientation of the brand valuation model 

By transferring the principles of efficiency and effectiveness to brand management, one 

can interpret the efficiency concept as an optimisation of the ratio of the monetary brand 

output achieved (turnover, gross margin, etc.) and the non-monetary brand output 

(brand image, customer satisfaction, loyalty, degree of awareness) to the marketing 

input  (investment in quality policy, sales, advertising, etc.) (Stöckle, 2004). 

 

inputbrand

outputbrand
efficiencyBrand

inputmarketing

outputmarketing
efficiencyMarketing =⇒=  

 

With few exceptions most brand valuation models analysed concentrate on the output side, 

i.e. the results of brand building and brand management and thus of their marketing 

activities. Efficient brand management is necessary to avoid overspending, a 

problem that many companies are increasingly complaining about. The majority of 

the managers interviewed stated that the objective of brand management will 

therefore no longer be to merely optimise output quantities (e.g. image, awareness, 
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price premium) (see Section 4.1.3.2), but to maximise efficiency by optimising the output 

in proportion to the resources used, i.e. the return on brand investment. 

 

Brand inputs must be seen as “investments” which the companies have to make to 

build up and manage a brand (Ambler, 2008, Doyle, 2003). Brand outputs are the 

“earnings” in the sense of the anticipated brand effects on the market. This includes 

an increase in brand awareness, brand image and brand loyalty as well as the 

generation of brand income and price premiums (monetary effects). In this way the 

brand is embedded in an economic context which makes it possible to apply a 

cause-and-effect analysis (Chenhall, 2005). Consequently, brand equity should 

not only be understood as a monetary success quantity or as a measure of the 

brand strength in the minds of the consumers, but also, as an output-input ratio. 

 

Figure 38: The developed brand valuation model by considering brand efficiency  
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Summary 

Figure 38 shows the impacts that a consideration of a performance system would 

have on a brand valuation model. Additionally, the development of financial and 

non-financial measures, which serve both the accounting and brand management, 

would be supported by splitting the outputs into consumer-based outputs and 

financial-based outputs.  
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5.3.3 Marketing and brand metrics 

This section explains the requirements (see Section 4.1.1.3) in a detailed manner and 

shows the derivation of brand metrics on the basis of the proposed brand valuation 

model. Table 28 provides a brief overview of the most frequently used marketing 

metrics in Germany and the UK. Various authors, such as Ambler and Kokkinaki 

(1999), Ambler and Riley (2000), Ambler (2003), Ambler et al. (2004), Reinecke 

and Reibstein (2002), Reinecke (2004), Srivastava and Reibstein (2005) and Doyle 

(2003) have worked intensively with such marketing metrics in the past.   

 

Table 28: Comparison between the usage of marketing metrics in Germany and UK 

 Germany* UK** 

Metric  % claiming to 
use measure 

% claimed to 
reach top level 

% claiming to 
use measure 

% claimed to 
reach top level 

Revenues (Sales) 96 70 91 65 
Market Share 66 47 78 34 
Gross Margin 76 42 81 58 
Profit/Profitability 83 38 92 71 
Consumer Satisfaction 50 33 68 37 
Sales Profitability 63 33 b b 

Sales per employee 52 15 b b 

Price 50 12 b b 

Sale share of new customer  36 12 b b 

Sale share of new products 43 12 b b 

Distribution/Availability 38 11 66 11 
Loyalty/Retention 20 10 64 34 
Awareness 36 9 78 58 
Perceived service quality 41 9 b b 

Perceived product quality 40 8 64 32 
Brand Value 20 5 b b 

Customer Value 17 5 b b 

Share of Voice 13 3 b b 

Purchase intention 15 1 b b 

* Reinecke and Reibstein (2002),     ** Ambler et al. (2004),      b not collected  
 

5.3.3.1 Definition, aims and function of metrics 

Farris et al. (2007) and Abela et al. (2004) defined a metric as “a measuring system that 

quantifies a trend, dynamic, or characteristic“. Metrics are used to explain phenomena, 

diagnose causes, share findings, and project the results of future events (Farris et al, 2007). 
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Metrics are only meaningful in combination with comparisons (Ambler et al., 

2002). These comparisons can be composed of  

(i) internal  time comparisons (comparing actual organisational values from different 

periods),  

(ii) comparison of actual values with planned values, or comparisons of objects, 

which analyse different business areas or  

(iii) different organisations by means of key figures at the same moment or in the 

same period (benchmarking) (Davis, 2007; Farris et al, 2007). 

 

Tasks and objectives of key figures  

Key figures are good instruments for preparing, substantiating, facilitating and enabling 

management decisions. Reinecke (2004) distinguished between functions of: (i) 

encouragement (continuous coverage of key figures to be able to detect irregularities and 

changes), (ii) operationalisation, (iii) regarding priority and target, (iv) communication and 

management processes and (v) monitoring. The variety of functions of key figures 

emphasises the limited opportunity of interpreting single, isolated key figures (Davis, 

2007). Section 4.2.7 discusses exactly this reason, which was criticised by the managers, 

in combination with the demand to develop further metrics to interpret the brand 

value and to support management in their strategic decision making process. One key 

figure can only represent one aspect, which requires the use of various key figures 

for more complex situations, such as the brand and the brand value (Abela et al., 

2004). Such a variety of key figures creates a system, which reflects a sorted totality of 

elements between which relationships exist or relationships can be developed. 

These relationships are usually called metrics sets and performance measurement 

systems (i.e. marketing performance system) (Melnyk et al., 2005).  

 

5.3.3.2 Metrics for the developed brand valuation model 

After showing the functions, tasks and the resulting high effectiveness in a set or 

system, the question of how this can be achieved in the proposed model arises. The 

findings of this question were analysed in Section 4.2.7 and showed that with 

incorporating the characteristics of a performance system a very effective metrics 

set can be developed, based on the indicators selected by the managers interviewed. 
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These characteristics are primarily: (1) the efficiency and effectiveness and (2) the 

input -output-character. The managers interviewed evaluated the application of 

consumer-based and financial-based indicators and the integration of the marketing 

mix as a good basis for the generation of input and output-orientated metrics.  

 

By connecting the output metrics with the input metrics, additional metrics can be 

developed individually (see the demand of flexibility in Section 4.1.1.2) and collected 

within the brand monitoring system (see Figure 39). The development of specific 

metrics for brand monitoring is described in Section 5.8. 

 

Figure 39: Types of Metrics of the proposed brand valuation model 
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5.4 The components of the brand valuation model 

After discussing the basic premises of the brand valuation model that resulted from 

the interviews the next step is the development of the brand valuation model. This 

section explains the three components of the proposed model: (i) the marketing mix 

(Section 5.4.1), (ii) consumer-based component (Section 5.4.2), and (iii) financial-

based component (Section 5.4.3) and Section 5.4.4 discusses their interaction. The 

indicators of the components are discussed in later sections. To gain an understanding and 

an overview of the proposed brand valuation model Figure 40 shows the basic 

structure and interaction of the components. The starting point is the first component, the 
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marketing mix, which influences the consumer-based component. The financial-

based component is influenced by all the other components.  

 

Figure 40: The basic structure of the brand valuation model 
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5.4.1 Marketing mix component  

The starting point is the marketing mix, to which, too little attention has been 

paid in brand valuation literature to date. The importance of the marketing mix in 

the proposed model was discussed in detail, in the preceding sections (see Sections 

2.5, 4.1.5, 5.2.1.1.1 and 5.2.1.1.2).  

 

5.4.2 Consumer-based component 

The managers interviewed highlighted the consideration of a consumer-based component 

besides the financial-based component as necessary. This component should ensure 

that brand management can participate in future strategic brand planning based on 

the brand valuation data. Additionally, research regarding the cause of undesirable 

developments should be conducted to prevent the development of appropriate brand 

strategies that counteract such undesirable developments. The managers also wanted this 

component to ensure adequate brand management in a value-based management 

sense. Based on the definition and the nature of the consumer-based indicators, which 

represent the brand strength of a brand (Aaker, 1996), they are seen as the precursor of 

the brand value. These indicators were important elements of the cause-related 

added-value chain as they create added values in the consumer’s minds. 
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The analysis of the requirements resulting from the interviews and literature showed that 

the consumer-based component in the valuation model had to have following focal points:   

• determination of the added value of the brand the brand management, i.e. 

the non-monetary result of value-based management; 

• support of the development and interpretation of the brand value based on 

the underlying cause-related added value chain; 

• support of brand management in the future strategic planning of the brand by 

means of consumer-based indicators, which include the various steps of the 

consumer decision making process; 

• consideration of early warning indicators that reveal possible weak points, 

possibilities of optimisation, risk potential and undesirable developments, which 

have a negative impact on the brand value in the following valuation periods.   

• provision of qualitative, non-monetary metrics in the form of a marketing 

performance system. 

 

5.4.3 Financial-based component 

From the accounting and the top management perspective, a financial-based component of 

the developed brand valuation model was important and essential, as it calculates the 

financial brand value, is the basis for future brand budget developments, assessments and 

developments of the brand portfolio when the company has various brands and 

internal and external purposes of reporting. Furthermore, by integrating the shareholder 

value principle, the financial-based component shows the financial value contribution 

generated by the brand at present and in the future. A further positive aspect resulting from 

this integration is the possible consideration of the brand value in the context of the 

company valuation. This would also meet the demand for more accountability and thus more 

responsibility of brand management. Finally, the financial-based component would also 

generate and support monetary metrics in the interest of the marketing performance system. 

 

5.4.4 Interaction between the consumer-based and the financial-based component 

From the manager’s perspective, a major point of criticism of existing brand valuation models, 

both the consumer-based and the financial-based component, was the transformation 
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from non-monetary values to monetary values. Critical questions resulting from the 

use of commercially offered models, such as Interbrand, Semion, ACNielsen and GfK, 

emphasised how difficult it is for organisations to get information about the derivation 

and determination of the values. Interbrand, for example, use a very subjective and 

questionable transformation of the values (see Section 2.2.5.1), which are rejected by 

accounting managers due to the high degree of subjectivity and the missing transparency. 

 

Consumer behaviour as intersection between the consumer-based and financial-

based component: 

The question regarding how the managers could solve such a transformation showed 

a trend toward the consideration and integration of the construct of consumer behaviour 

(see Sections 4.2.6 and 5.2.1.2.2). For the managers, it was important that (1) the 

argumentation was based on a logical and cause-related chain and (2) values, which 

were accepted by accounting managers, could be used.  

 

The impact of the consumer-based component on consumer behaviour: 

In this context, the managers again referred (see Section 4.2.3) to the SOR Model, 

which made it possible to overcome the problems mentioned above. In Section 5.2.1.2, the 

SOR Model was used in the context of consumer behaviour in the development of the cause-

related value-added chain. By considering the conceptual consumer-based brand equity 

models by Aaker (1996) and Keller (2003) it can be seen that they are organism-oriented. 

Such conceptual models assume the hypothesis that brand strength can be explained and 

determined by cognitive and affective processes of processing, thus mainly deriving their 

data source from consumer surveys, by means of verbal scales or imagery scales (Esch, 2004).  

 

Figure 41: The SOR Model as basis for the interaction between components 
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Figure 41 shows the result of a combination of Keller’s (2003) definition of consumer- 

based brand equity, which is the “differential effect of brand knowledge on consumer 

response to the marketing of the brand” (Keller, 2003: 60) and the SOR Model. Similar to 

Section 5.2.1.2.2, the starting point was also the brand-related information (Stimuli), 

which influences the decision-making process of the consumer at the level of the organism 

(O). By means of the brand-related information or stimuli , the consumer receives brand 

knowledge, which helps him to get an idea and to form an opinion about the brand, because 

brand knowledge consists of brand awareness and brand image (Keller, 2003). Both 

factors influence the decision-making process of the consumer. The stronger the impact of 

brand knowledge with positive brand-related aspects on the decision-making process the 

stronger the brand is anchored in the consumer’s mind-set the higher the brand strength.  

 

The impact of consumer behaviour on the financial-based component: 

In turn, consumer behaviour is seen as an element of response, which also corresponds to 

the results of the cause-related added-value chain. This consumer behaviour is the 

connecting link between the most criticized interface of the consumer-based 

component and the financial-based component. In particular, the purchase of the branded 

products generates a response, which is consistent with accounting key figures, such as 

turnover  and sale volume. Consumer behaviour and its related purchasing process 

represent a response which accounting had based its key figures on for years (see 

findings in Section 4.2.6 and Ehrmann, 2004; Davis, 2007). Examples are key figures, 

such as first  and repeat purchases, etc., which are calculated regularly. The 

purchase would generate the basis for the (brand-related) financial income of the company 

and the brand (see Figure 42) and hence, influence the resulting financial brand value. 

 

Figure 42: Consumer behaviour: the basis for the financial-based component 
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To summarize, consumer behaviour can be used as the connection between the 

consumer-based component and the financial-based component which is shown 

conceptually in Figure 43.  

 

Figure 43: Consumer behaviour as intersection  
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5.5 The indicators of the consumer-based component  

In the following section the individual indicators of the consumer-based 

component are determined and defined. The interview results were used here and 

where the statements made by the managers interviewed were not suitable, results from 

literature are additionally considered. In a further step the relationships of the defined 

indicators were substantiated by empirical studies from literature in Section 5.7. 

 

5.5.1 The consumer decision-making process 

The objective of the managers was not to obtain a total value for brand strength. They 

preferred indicators, which would help management on the one hand to interpret the 

financial brand value and on the other hand, to support and manage strategic 

planning. The indicators, in particular the consumer-based indicators, should also 

allow the measurement of efficiencies, as not all actions of the marketing mix can be 

quantified in the same measurement period. Such actions can often only be quantified 

financially after two or three periods (Doyle, 2001). There are, however, also actions 
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which benefit the brand, for instance by improving the image which can never be 

measured in financial terms (Ambler, 2003, Keller, 2003). 

 

Before looking at the individual consumer-based indicators in detail, the managers 

interviewed pointed out that the selection of the consumer-based indicators should 

take into account the construct of the consumer decision-making process (see Section 

4.2.4.1.1). The reason for this was the whole contact process with the customer that 

had to be considered from an advertising perspective because advertising is, essential to 

influence the consumer. Advertising is seen here as the interaction of all the elements of 

the marketing mix. The consumer is influenced throughout his decision-making process. 

Furthermore, this process corresponds to the principles of the SOR Model presented 

in Section 5.2.1.2.2. The application of a consumer decision-making model would be 

the logical continuation of the ideas underlying the SOR Model, particularly since 

the consumer decision-making process ultimately reflects consumer behaviour. 

 

As the managers did not specify any preferences of consumer decision-making models, 

literature was consulted on this point. It became apparent that the traditional AIDA model 

(Strong, 1925) no longer meets the needs of today's managers and is not contemporary 

enough. These traditional models do not give adequate consideration to the attitude of the 

consumer to the brand (Esch, 2004), an important aspect of today's brand management.  

Table 29 shows an overview of various consumer decision-making models, including 

their stages. The main difference between the models can be found in the stages of 

the targeted effects on the consumers. In addition, these models can be roughly classified 

into three levels: (1) the rational cognitive level, (2) the affective level and (3) the 

cognitive level (Kotler and Bliemel, 2006). Reinecke (2004)  principally criticised 

the use of simplified models such as those presented in Table 29. He argued that 

such simplified models can by no means exhibit a cause-and-effect mechanism because 

certain disruptive factors can lie between a positive attitude, the intention to buy and 

the actual behaviour. These disruptive factors might include: (1) positive attitudes to other 

brands in the same category, (2) insufficient financial resources or (3) social factors 

such as social values or expectations of purchasing groups. 
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Table 29: Consumer decision-making models 

 Consumer-based  
sizes 

Economical 
       size 

Model Stage I Stage II Stage III Stage IV Stage V Stage VI 
       
Meyer Awareness Information Leading   Action 
AIDA 
(Strong, 1925) 

Attention Interest Desire   Action 

Lavidge-Steiner, 
(1991: 61) 

Awareness Knowledge Liking Preference Conviction Purchase 

DAGMAR 
(Colley, 1961) 

Awareness Comprehension Conviction   Action 

Fischer-Koesen Awareness Image 
Expected 
benefit 

Preference  Action 

Kroeber-Riel 
(1992) 

Awareness 
Affective 
acting 

Rational 
assessment 

Purchase 
intention 

 Purchase 

McGuire  
(1978) 

Attention Knowledge 
Agree with 
conclusion 

Maintaining 
the new 
attitude(s) 

 
Behaviour on 
base of new 
attitude(s) 

Caspar and 
Metzler (2002) 

Aided Recall Sympathy 
Purchase 
intention 

  
-First purchase 
-Re-purchase 
-Loyalty 

 
Cognitive 

level 
Affective level 

Conative 
level 

 

Nevertheless, the managers interviewed confirmed that such abstract models were 

used regularly in marketing practice, particularly in strategic brand planning. For them 

the main positive effect of using a consumer decision-making model was the creation of a 

common basis in conjunction with the strategic brand planning. An abstract and cross-

sectoral consumer decision-making process model also ensures flexibility , individuality  

and adaptability of the model is called for to ensure the needs of the individual companies. 

In terms of which consumer decision-making to integrate, the author decided in favour 

of the model by Caspar and Metzler (2002). The advantage of this model is that it not only 

considered the general advertising effect process (Vakratas and Ambler, 1999; Mayer 

and Illmann, 2000), but also the five-phase model of the purchase process model 

by Kotler and Bliemel (2001). Kotler and Bliemel’s (2001) model considered not 

only the phase leading up to the purchase, but also the behaviour after the purchase. 

Caspar and Metzler (2002) showed that brand-related challenges can be identified 

by benchmarking purchase process values aggregated across consumers against 

the competition. One brand may have the problem that it is not even considered for 

purchase by consumer, while another brand fails to make first buyers into regular 

ones. In the light of this it appears sensible to consider both attitude and behaviour 
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measures, thus ensuring the wide-based usability of the brand valuation model. 

Caspar and Metzler’s (2002) model also considers the consumer on his way to becoming 

a loyal customer – an important component of brand management in the eyes of the managers 

interviewed. 

 

Figure 44: Consumer decision-making model (Caspar and Metzler, 2002) 
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5.5.2 The consumer-based indicators 

The managers interviewed were spontaneously asked which indicators of brand 

strength they would use to measure brand strength in practice. The favourite 

indicators were the following (see Section 4.2.4): 

− brand awareness, 

− brand image and associations, 

− satisfaction, and 

− brand loyalty. 

 

For the managers, it was important to have comprehensible, “simple” and meaningful 

indicators as a basis (see Section 4.2.4.1.2), which allows the user to obtain a plausible 

and expedient interpretation of the current situation of the brand and to make 

these usable for marketing and accounting as well. 

 

Due to the lack of suggestions of further consumer-based indicators from the managers 

interviewed the researcher had to refer to existing indicators in literature. After a 

preliminary review these indicators were discussed with the managers regarding their 

practicability. The indicators that were most supported by the managers are included 

in the model. Due to the large number of indicators proposed in literature, which are 

not all practice-orientated, the indicators to be discussed in the interviews were selected in 

two steps. In Table 6  a list of indicators which were used in other models in recent years 
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were provided and used to obtain a basis for further possible indicators, which might be 

suitable. These indicators were examined to determine whether they could make a 

contribution to the proposed brand valuation model (see Table 30). The various indicators 

were examined and evaluated using the following analysis criteria:  

(1) suitability as a driver for value-based management (Sections 2.4 and 4.1.3.1), 

(2) support of the idea of a cause-related added-value chain (Section 4.1.4 and 5.2). 

(3) suitability as a meaningful metric of brand performance system (Sections 2.3, 

4.1.3.2 and 5.3), and  

(4) practical orientation. 

 

Table 30: Consumer-based indicators in comparison with four criteria 

�  = yes 
�  = no 
�  = limited validity 

driver for 
value-based 
management 

cause-related 
added-value 

chain 

meaningful 
brand 

performance 
metric 

(non-monetary) 
practical 

orientation 
Brand awareness � � � � 
Brand image � � � � 
Brand associations � � � � 
Brand loyalty � � � � 
Perceived quality � � � � 

Market share 
� 

(Is the result of 
VBM, but no driver) 

� � � 

Advertising Part of the marketing mix    
Brand familiarity � � � � 
Image advantage Part of the brand image    
Brand meaning � � � � 
Brand popularity � � � � 
Brand trust � � � � 

Brand reliability � � 
� 

(Dependent on the 
company’s focus) 

� 

Brand sympathy � � � � 

Brand uniqueness 
� 

(functional and/or 
emotional) 

� � � 

Consumer’s brand 
preference 

Strong attachment to 
consumer behaviour    

Distribution Part of the marketing mix    

Geography � � 
� 

(Dependent on the 
company’s focus) 

� 
(Dependent on the 
company’s focus) 
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�  = yes 
�  = no 
�  = limited validity 

driver for 
value-based 
management 

cause-related 
added-value 

chain 

meaningful 
brand 

performance 
metric 

(non-monetary) 
practical 

orientation 
Legal brand protection � � � � 

Market � �  
� 

(Dependent on the 
company’s focus) 

Market share of past 
5 years 

� 
(Is the result of 

VBM, but no driver) 
� � 

� 
(only past-
orientated) 

Market share trend 

� 
(precondition of the 
market, but no driver 

of the VBM) 

� � � 

Name 
� 

(Dependent on 
products & sector) 

� � � 

Organizational 
associations 

� 
(Dependent on the 

brand type) 
� � � 

Origin 
� 

(Dependent on 
products & sector) 

� � � 

Perceived benefit � � � � 
Perceived brand 
value for the cost 

� � � � 

Price Part of the marketing mix    
Product Part of the marketing mix    

Purchase intention 
�  

(Is heavily result-
orientated) 

� � � 

Relationship with 
customers 

� 
(Dependent on 

products & sector) 
� � � 

Repeat purchase 
ratio/rate 

Part of the  
loyalty    

Retail � 
� 

(chain refers to 
consumer) 

  

Retail based brand 
strength � 

� 
(chain refers to 

consumer) 
� � 

Support � � � � 
Weighted 
distributions ratio 

Part of the marketing mix    

 

This evaluation revealed additional consumer-based indicators, which served as a basis for 

the interviews and hence evaluated by the managers during the interviews. In a 
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preliminary examination, fifteen possible indicators had been proved to be useful for a 

brand valuation model (see Table 31) and thus were selected for the interviews. 

 

Table 31: Fifteen possible indicators for the proposed brand valuation model 

Brand awareness Perceived quality Brand popularity Brand sympathy 
Brand image Brand Trust Brand uniqueness Brand familiarity 
Brand 
associations 

 Perceived brand 
value for the cost 

 Retail based 
brand strength 

 Organizational 
associations 

 Brand loyalty  Perceived benefit  Support   
 

5.5.2.1 Consumer-based factors used as indicators in the brand valuation model  

In this section, the consumer-based indicators that were selected above due to the support 

by the managers interviewed (see Section 4.2.4) are discussed. These indicators are:  

(1) brand awareness,  

(2) brand image and associations,  

(3) perceived quality and benefit,  

(4) brand loyalty,  

(5) satisfaction  and  

(6) brand sympathy. 

 

5.5.2.1.1 Brand awareness 

Brand awareness was seen as the lowest starting point for the contact between consumer 

and brand. In addition brand awareness creates value in different ways such as the 

initial creation of associations, brand familiarity and brand image. It should not be forgotten 

that brand awareness plays an important role in the consumer decision making process. In this 

context brand awareness has three advantages, namely learning advantages, consideration 

advantages and choice advantages. The higher the level of awareness and familiarity with 

the brand which results in strong brand presence in consumers’ minds (Acker, 1996; 

Pappu et al., 2005) the higher the consumer-based brand equity (Keller, 2003). 

 

5.5.2.1.2 Brand image and associations 

Brand image and brand associations were one of the favourites of the managers 

interviewed. Most managers explained that their brands were built on emotional 

diversification. This means that their main task was to generate a strong image of the 
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brand, which would also be differentiated from other brands on the market. The 

managers interviewed thus generated most of the brand’s added value by shaping the 

brand emotionally. Strong, positive associations help to strengthen the brand’s equity 

(Bridges et al., 2007). Furthermore, brand associations in combination with high brand 

awareness can indicate a certain level of quality and commitment, which supports the 

perception of the consumer during the selection of the brand at the point of purchase. 

Brand associations also lead to a favourable behaviour for the brand (Yoo et al., 

2000). Brand associations represent the basis for purchase decisions and for brand 

loyalty and also create value to the firm and its customers Aaker (1991).  

 

5.5.2.1.3 Perceived quality and benefit 

As shown in Section 4.2.4.10, the idea of including perceived quality as an indicator 

in a brand valuation model was welcomed. The perceived quality explains a considerable 

proportion of the variance in the price premium consumers would be willing to pay 

for brands (Sethuraman and Cole, 1997), because perceived quality could also deliver 

value to consumers by providing them with reasons to buy and by differentiating the 

brand from competing brands (Pappu et al., 2005). 

 

However, the managers interviewed mentioned that in comparison with perceived 

quality the perceived benefit includes emotional benefits which a brand offers the customers. 

In this context the managers, particularly those from the cosmetics and fashion industry 

required indicators considering emotional benefits, functional benefits and quality 

characteristics. Therefore, the respondents also suggested using also perceived benefit as 

an indicator. The indicator perceived quality should be extended so that it would not 

only measure the perceived quality of the brand and thus merely the functional benefit 

of the brand, but also the emotional benefit which the product offered by emotionalising 

the brand. Based on these objections from various industries, perceived benefit was included 

in the brand valuation model. The definition of perceived benefit is also based on the 

interpretations of the managers interviewed who saw perceived benefit as an extension of 

perceived quality including the additional emotional benefit which the customer 

experiences when using the product.  
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5.5.2.1.4 Brand loyalty 

In the case of brand loyalty all the managers interviewed from both disciplines agreed that 

brand loyalty needs to be included as an indicator in a brand valuation model (see Section 

4.2.4). Increasing brand loyalty led to consumers being less sensitive to price changes 

because they were willing to pay more for their preferred brand due to the higher unique 

value it provided in comparison to other alternative brands (see Section 2.2.3.10). 

 

As shown in Section 4.2.4.3 , the marketing and accounting managers interviewed 

disagreed on the generation and the coverage of the necessary data of brand loyalty. The 

accounting managers were satisfied with the coverage of the repeat purchase rates, 

whereas the marketing managers did not agree to this value as an indicator of brand 

loyalty, as they were in their opinion insufficient. An example was: repeat buyers attracted 

by special offers, i.e. these consumers bought the brand due to the price and not due to 

an emotional bond between them and the brand. Often, researchers, such as Gad (2001) did 

not consider this large number of consumers in their research on brand loyalty. It was 

important to make a compromise, which corresponded to both the strategic requirements 

of marketing and the formal requirements of the accounting. Thus for sufficient consideration 

of brand loyalty and to meet the requirements and demands of the marketing and accounting 

managers interviewed this work will follow the brand loyalty construct of Gremler and 

Brown (1996), who suggested considering brand loyalty at three different levels: 

consumer behaviour, attitudinal loyalty  and cognitive loyalty. This brand loyalty 

construct and thus which metrics should be applied can be seen in detail in Appendix 

G.6 on page 481. 

 

5.5.2.1.5 Brand satisfaction 

Although Aaker (1996: 323) noted that satisfaction is “an especially powerful measure in 

services business”, the managers interviewed demanded that satisfaction should be included 

in the developed brand valuation model. As analysed in Section 4.2.4 there were various 

reasons for this desire. On the one hand there were financial reasons, such as price 

premium and higher sales volumes, which resulted from the satisfaction of the consumer 

with the brand. On the other hand, satisfaction was also the basis for brand loyalty. 
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A further reason was that, at present, only few companies surveyed had information about 

the satisfaction of their customers. Accountants had to draw conclusions about customer 

satisfaction from complaint rates and frequencies, although accounting was aware 

that these indicators did not give a true picture of consumer satisfaction with the brand.   

 

5.5.2.1.6 Brand sympathy 

Brand sympathy was viewed as an elementary component of brand management (see 

Section 4.2.4.13). Brand sympathy decides whether the consumer immediately rejected the 

brand or included it in his relevant set. Especially the marketing managers attached great 

importance to the sympathy of their brands among consumers and were thus equally 

interested in making it measurable. Esch et al. (2002) analysed brand sympathy as a 

dimension of brand image. Esch (2004) considered brand sympathy as an independent 

dimension that would join brand awareness to brand image. Esch et al. (2002) pointed out 

that a positive brand image would require brand sympathy, but on the other hand 

a brand could be perceived as being liked by the consumer with the limitation that he 

had no clear image of the brand.  

 

Accounting managers neither refused brand sympathy nor saw it as important or 

relevant to accounting. However, the results of brand sympathy were viewed as 

reliable from the accounting perspective due to its simple evaluation by the consumers. 

Brand sympathy was seen as more important in industries with low-involvement and 

low-interest products. In the experience of the managers interviewed, brand sympathy 

is an important factor in these cases for the customer deciding in favour of a brand at the 

POS. Other managers also saw brand sympathy as an element of the consumer decision-

making process, which emphasised the need for it as a basis for indicator selection.  

 

5.5.2.2 Consumer-based factors not considered as indicators in the model  

This section deals with the consumer-based factors which were rejected by the 

experts. These were the following factors: (1) brand trust, (2) brand popularity, (3) 

brand uniqueness, (4) brand familiarity, (5) organizational associations, (6) perceived 

brand value for the cost, (7) retail based brand strength, and (8) support. 
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(1) Brand trust 

Delgado-Ballester et al., (2005: 188) defined brand trust “as the confidence that one 

will find what is desired from another, rather that what is feared”. In other words, 

brand trust is influenced by past experience and prior interaction. A result of brand 

trust is that it summarises the consumers’ knowledge and experiences with the brand 

(Chaudhuri and Holbrook, 2001). As discussed in Section 4.2.4.5, the managers 

interviewed were of the opinion that the indicator brand trust could be replaced by 

other indicators, i.e. brand image, brand associations, satisfaction and brand loyalty. 

 

(2) Brand popularity 

Brand popularity “reflects the degree to which consumers feel the brand is popular 

with and used by others” (Netemeyer et al., 2004). Brand popularity could have an 

impact on the consumer’s willingness to pay a price premium and also on perceived 

quality (Pahud de Mortanges and van Riel, 2003) because the popularity of a brand 

from a consumer’s perspective (1) would be a desire to also buy the brand and (2) could 

imply a riskless purchase of the brand regarding brand quality and brand benefit. In 

the case of brand popularity, managers felt that it would lack two decisive factors as 

an indicator for brand strength, (see Section 4.2.4.8). Firstly, long-term sustainability 

and secondly long-term popularity, which the managers interviewed believed that 

they could measure via the positive image of the brand and via positive brand sympathy. 

 

(3) Brand uniqueness 

Uniqueness was defined as “the degree to which customers feel the brand is different 

from competing brands – how distinct it is relative to competitors” (Netemeyer et al., 

2004: 211). For Aaker (1996) brand uniqueness is an important aspect of brand equity that 

would justify that the brand can command a price premium in the market (Kalra and 

Goodstein, 1998). As mentioned in Section 4.2.4.9, brand uniqueness is seen as a 

target of brand management and not as an indicator for a brand valuation model by 

the managers interviewed. They believed it would make more sense to obtain information 

about brand uniqueness via a benchmark comparison with competing brands using 

the indicators image, associations and perceived quality. In this way, the functional 

and emotional benefit could be analysed and, if necessary, managed accordingly. 
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(4) Brand familiarity 

Brand familiarity was viewed “as the degree to which consumers are familiar with the 

brand name, and brand popularity, which reflects the degree to which consumers feel the 

brand is popular with and used by others” (Netemeyer et al., 2004: 210). Brand familiarity 

shows how sound brand knowledge is anchored in a consumer’s memory and thus, it 

is necessary for the formation of a clear image (Wiedmann, 2004). The managers agreed 

that brand familiarity was not an indicator for the brand valuation model (see Section 

4.2.4.7). In their opinion, brand familiarity provided too little qualitative information to act 

as an independent indicator, when using indicators such as brand awareness and brand 

image. Furthermore, the limitations of familiarity varied for each consumer and thus 

difficult to estimate, leading to valuation problems. In addition, the managers were 

uncertain as to whether brand familiarity was always necessarily positive for the brand, as 

negative experiences or feelings can also lead to familiarity, but would have no 

positive effect on the brand. 

 

(5) Organisational associations 

Organisational associations were defined as “those beliefs held by the consumer that 

the company that markets the brand is honest, trustworthy, and cares about its customers“ 

(Netemeyer et al 2004: 210). As organisational associations are associations, which 

can also concern the brand, they were viewed as relating to the core facets of the consumer-

based brand equity in several brand equity frameworks (Aaker, 1996; Blackston, 1995; 

Farquhar, 1989; Keller, 2003). Sattler (1997) aimed to determine the influence of 

other related higher-ranked brands in brand valuation (i.e. umbrella and company brands), 

to be able to deduct this impact from the brand being valued. The managers interviewed 

gave varying opinions on the suitability of organisational associations as possible indicators 

(see Section 4.2.4.12). The managers who dismissed organisational associations mentioned 

two main reasons for their rejection. The first reason was that usage would depend on 

the brand strategy pursued and the brand constellations in the company. A second reason 

was that the managers interviewed doubted (1) whether the customer was generally able to 

differentiate between the product brand and the corporate brand, which would however be 

important for the reliability of organisational associations as possible indicators and (2) 

whether the potential indicators would be reliable enough due to this limitation. 
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(6) Perceived brand value for the cost 

Perceived brand value for the cost was defined “as the customer’s overall assessment of 

the utility of the brand-based on perceptions of what is received (e.g., quality, satisfaction) 

and what is given (e.g., price and non-monetary costs) relative to other brands” 

(Netemeyer et al., 2004: 211). The managers interviewed rejected perceived brand value 

for the cost as a consumer-based indicator. The main reason for this was, as explained in 

detail in Section 4.2.4.6, the high level of subjectivity among consumers regarding the two 

variables which are unknown to the manager. This highly subjective nature of perceived 

brand value for the cost made it difficult for accounting to use it as an indicator. The marketing 

managers interviewed did not see any benefit from perceived brand value for brand 

strength and brand planning. In contrast, other indicators such as perceived quality, 

satisfaction and/or price premium which were previously discussed, deliver such a benefit. 

 

(7) Retail based brand strength 

Several authors recommend considering the retailer as an important stakeholder of 

brand strength (Roch, 1994). Retailers can influence the degree of distribution of the 

brand and, the store image has a direct impact on the consumer and, hence, also on 

the brand (Yoo et al. 2000). However, retail-based brand strength in the context of 

brand valuation is currently not an issue for the managers interviewed (see Section 

4.2.4.11) for several very pragmatic reasons. Firstly, the managers saw brand value 

mainly as feedback from the consumer. A second reason was that the use and 

implementation of the developed brand valuation model was more complex if a 

further factor such as a retailer also had to be considered. However, the managers who 

favoured retail-based brand strength as an indicator suggested introducing it in a 

second step after experience had been gathered with the existing model.  

 

(8) Support 

The provision of a high level of pre-sales and after-sales support generates a competitive 

advantage for the brand and an added value for the consumer (Markeset and Kumar, 

2005; Chenhall, 2005). As already discussed in Section 4.2.4.14, the managers interviewed 

did not classify support as an indicator, but as an element of the marketing mix which 

can be employed as an increasingly important activity of the marketing mix.  
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5.5.3 Summary 

Figure 45 shows the six consumer-based indicators selected and their spread over the 

stages of the consumer decision-making process, which was an important requirement 

from the managers interviewed. All selected indicators had to meet four basic criteria: 

(1) practical orientation, (2) suitability as a possible driver for value-based management, 

(3) suitability as a meaningful metric of brand performance system and (4) support of 

the idea of the cause-related added-value chain. 

 

The aided recall of a brand is achieved by means of brand awareness. In this step the 

objective is to generate the highest possible brand awareness among the target group. 

Simultaneously, brand awareness also forms the basis for the following indicators; image, 

associations and brand sympathy. Only consumers who know the brand can develop an 

opinion of the brand, its image and develop associations with the brand. At this stage, 

the basis for brand sympathy is also created. In the consumer decision-making process, 

the stages ‘sympathy (image)’, the resulting ‘buying intention’ and the ‘first purchase’ are 

covered by these two indicators. In particular, the top-of-mind, which is a sub-category of 

brand awareness supports the measurement of the three stages by means of the 

indicators. By using the products of the brand to be valued the customer is able to assess 

perceived quality, perceived benefit, and satisfaction. These important indicators are the 

basic elements for the further development of the customer into a loyal customer. This 

objective can be determined and measured by means of the indicator loyalty.  

 

Figure 45: Consumer-based indicators of the brand valuation model 
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The criticism  of the consumer-based indicators is that they influence one another 

and hence cannot be demarcated. It is not of great importance to the managers in 

practice as the developed brand valuation model does not directly transform data 

resulting from these indicators into monetary values. Furthermore, the marketing 

managers were aware that consumer-based indicators were normally based on one 

another (value chain) and hence the indicators could not be demarcated. 

 

 

5.6 The indicators of the financial-based component of the brand valuation model 

This section describes the development and identification of the indicators of the 

financial-based components of the brand valuation model. As already described in 

Sections 5.2 and 5.3, the model follows various principles which need to be considered 

during the development and definition of the financial-based indicators. To recap, 

these include the principles of the brand performance system, value-based 

management and shareholder value. 

 

5.6.1 The theoretical deduction of financial-based indicators based on the 

performance system  

This follows the principles of a performance system (see also Section 5.3) which is 

an effectiveness-orientated concept requiring input -orientated and output-orientated 

financial-based indicators. Input-orientated indicators of the financial-based components 

are all costs caused by pre-defined actions that ideally also have an output character 

in order to comply with the idea of efficiency. Sandvik and Sandvik (2003) noted that the 

level of sales, the level of sales growth, market share, relative market share, capacity 

utilisation or price premium are all effectiveness-orientated concepts that represent 

company performance. In particular, price premium is an important source of profitability  

because higher profits are usually the result of higher prices. Thus, to meet the requirements 

of a performance system the selected indicators have to consider the input into a brand 

and the resulting output from the brand, which is achieved by marketing activities. This 

allows the analysis of a brand’s effectiveness and efficiency and thus its performance. 

 



The development of the proposed band valuation model  

 252 

5.6.2 The theoretical deduction of financial-based indicators based on the 

shareholder value  

Based on the shareholder value principle underlying the proposed brand valuation 

model, the financial-based indicators must correspond with the principle of shareholder 

value. To this end the value drivers of the shareholder value are taken as a basis 

from which financial-based indicators are derived. 

 

Value drivers of shareholder value 

According to Rappaport (1998), the free cash flow is influenced by seven value drivers: 

(1) sales growth, (2) return on sales (operating profit margin), (3) income tax 

rate, (4) incremental investments in fixed and (5) in working capital, (6) weighted 

average cost of capital and (7) value growth duration. These seven shareholder value 

drivers are hardly predictable and for this reason it is necessary to revert to the original 

causal factors of success underlying these drivers. As the brand is a part of the operative 

business of a company, the first two value drivers, sales growth and operating profit 

margin, have to be considered due to their operative nature. These metrics lack a 

direct link to the critical factor “brand” as a source of value creation (Ambler, 2003), 

because these drivers originate from an unacceptably high aggregation level and are 

not suitable for exact prediction of brand profitability in heterogeneous markets. Thus, the 

disaggregation of strategic aspects along with the prediction of the free cash 

flow on a lower aggregation level is requested in literature (Gupta et al., 2001).  

 

Table 32: Selection of financial-based indicators 

Value Levels Value drivers and indicators 
 Cash outflows Cash inflows 
Shareholder value drivers Operating profit margin Sales growth 
Brand cash flow elements Costs & investment Price Growth 
Successful brands do achieve Lower costs Price premium Grow faster 
Key outcomes of a brand Cost structure Price premium Market share 
Factors of brand equity Reduced costs Price premium Market share 

 � � � 
Financial-based indicators Costs & investment Price premium Volume premium 
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Elements of brand cash flow 

Following the request of disaggregation for the factor “brand” it was necessary to 

consider the brand’s cash flow. Doyle (2001b) noted that the brand’s cash flow is 

characterised by four factors, namely, price, growth, costs and investment. These 

can be put down to the fact that (1) unless a brand is able to command a price premium a 

brand does not create economic value (Doyle, 2001a). Thus, it is necessary that brands do 

achieve a price premium. Additionally, successful brands grow faster, mainly resulting 

from a successful marketing programme (Keller, 2003) which creates loyalty and 

drives brand sales leading to an increase in the cash flow. Faster growth is observed 

because companies normally have lower costs due to economies of scale regarding 

marketing spending and product costs (Doyle, 2001b). A further aim and result of 

brands is that they have a lower investment rate compared with the amount of sales. 

This results from e.g. a greater potential leverage over their supply chain.  

 

Key outcomes of a brand 

If the request for disaggregation of the factor “brand is followed consequently, it is also 

necessary to consider the key outcomes of a brand, which are: (a) price premium, 

(b) price elasticity, (c) market share, (d) brand expansion, (e) cost structure and (f) 

brand profitability (Ambler et al., 2002). Ambler et al. (2002) note that the market 

share is the embodiment of the success of the marketing program that creates loyalty 

and drives brand sales. The cost structure explains the savings in terms of the ability 

to reduce marketing program expenditure by considering the prevailing customer 

mind-set. All these key outcomes influence the brand’s profitability. 

 

Factors of brand equity 

Finally, it is also necessary to consider brand equity and its factors with regard to 

the request for disaggregation. Brand equity can be manifested in at least three factors: 

price premium, increased market share (market growth) and reduced costs 

(Randall et al., 1998; Aaker, 1996; Simon and Sullivan, 1993). Companies with a 

high market share may benefit from economies of scale.  
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Deduction of the financial-based indicators 

The results of the disaggregation of strategic aspects along with the prediction of the free 

cash flow at a lower aggregation level are summarised in Table 32. The factors discussed 

above are assigned to the various value levels of shareholder value, brand cash flow, 

economic success of brands, key outcomes of a brand and brand equity. In addition, 

the factors are also classified into (1) two operative value drivers of shareholder value 

(operating profit margin and sales growth) and (2) the two components of cash flow - 

cash inflow and cash outflow (see Table 32). The operative value driver of shareholder 

value “operating profit margin” is the sum of the difference between income and 

expenses in the form of costs and investments. This classification makes it possible 

to compare and identify the value drivers and indicators of the individual value levels. In 

the cash outflows costs and investments have asserted themselves at all levels. 

Examples are cost reductions which effect an optimisation of the cost structure, or 

economies of scale as a result of a higher sales volume.   

 

In contrast on the income side, besides the sales volume of the brand in the form of 

growth and market share, the price and based on that the price premium, have asserted 

themselves.  Kapferer (2008) determines the financial success of a brand via the 

price premium and the volume premium which results from high brand strength. 

Based on the basic idea of shareholder value via the disaggregation of strategic 

aspects along with the prediction of the free cash flow, three possible financial-

based indicators can be identified for the proposed model:  

(1) price premium,  

(2) volume premium, and 

(3) costs and investments. 

 

5.6.3 Price Premium 

The consideration of the price premium as an indicator in the proposed brand valuation 

model, was based on various aspects. On the one hand, the price premium was deduced 

from literature as shown in Section 5.6.2 and on the other hand it was recommended by 

the managers interviewed, who mainly viewed brand value as the price premium of a 

brand (see Section 4.2.2). The biggest advantage of the consideration of the price premium 
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is that a subjective transformation of qualitative, non-monetary indicators is 

unnecessary. As already shown in Section 2.2.3.9, consumer-based indicators such as 

brand awareness, brand image, brand associations and brand loyalty etc, have an impact 

on the price premium because they improve the level of brand strength perceived by the 

consumer (Christodoulides and de Chernatony, 2010; Aaker, 1991, 1996). Since the price 

premium is controversial in literature, it has to be discussed in this thesis and possible solutions 

have to be found. This section deals with the price premium and its problematic nature.  

 

Section 5.6.3.1 explains the problems of price premium and presents the decision 

whether an unbranded product or a competitive branded product is the basis for the 

price premium of the proposed brand valuation model. Sections 5.6.3.1 and 5.6.3.2 

deal with the approach that should be used for the determination of the price premium in 

the brand valuation model. Section 5.6.3.3 discusses an empirical investigation by Sattler 

and Nitschke (2003), which analysed the most important approaches for the determination 

and measurement of the willingness-to-pay a price premium. Section 5.6.3.5 shows 

the results of a test-survey carried out by the researcher. This survey had to answer 

further open questions about the problematic nature of the price premium. 

 

5.6.3.1 Problems with the determination of the basis for the price premiums 

As already emphasised in Section 2.2.3.9, the main problem with the price premium 

results were that the definition had not been laid down yet. As shown in Section 

4.2.5.1, the managers interviewed interpret brand equity as the price premium of the 

brand. A unbranded product is taken as a basis for the price premium. Hence, the 

managers interviewed do not agree with the opinion of some other researchers (Netemeyer 

et al., 2004) who see the price premium as the difference to other brands. This difference 

to other brands produces a distorted price premium as the definition above does not 

fully consider the added value of a brand. Thus in this thesis  price premium is interpreted 

as the maximum price consumers will pay for a branded product over an unbranded 

product. This definition considers the complete added value of a brand.  
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5.6.3.2 Method for measuring consumer willingness-to-pay from the viewpoint 

of the managers interviewed 

As already shown and discussed in Section 4.2.5.1.4, most of the managers interviewed 

mentioned the direct price survey as a method for recording and measuring the price 

premium. Other studies also show that this method is most frequently used in practice. 

 

Despite the frequent use or due to the experience they have had with the direct survey 

method, the managers interviewed were fully aware of its limitations. These 

limitations were very important in terms of the selected valuation method, because 

the price premium is “the main source of income” (see Sections 2.2.3.9 and 4.2.5.1) of 

the brand value. This means that the most critical limitations of the price premium method 

needed special consideration. For the managers interviewed, the main limitations 

were  

(1) the objectivity  of the data obtained, 

(2) the reliability  of the results,  

(3) the method of determining the basis of the price premium regarding the 

comparative product,  

(4) and the underlying survey method. 

 

Thus following questions were raised:  

(1) Which is the most reliable method for measuring consumer willingness-to-

pay? Can the direct price survey be applied?  

(2) If so, how reliable are the results of this method?  

(3) Are the countermeasures used in practice sufficient to secure the results of the 

price premium to the extent that it can be considered to be objective? 

Question (1) can be resolved by referring to an empirical study by Sattler and Nitschke 

(2003) (see Section 5.6.3.3). Questions (2) and (3) can be addressed by using the results 

which the author obtained in the study carried out on a trial basis (see section 5.6.3.5). 
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5.6.3.3 An empirical study comparing methods of measuring consumers' w-t-p 

In their empirical study, Sattler and Nitschke (2003) investigated to what extent 

empirically measured consumer willingness-to-pay corresponded with the results of 

customary methods of recording willingness-to-pay.  

 

Real and hypothetical conditions 

The investigation of differences between the hypothetically expressed willingness-to-pay 

and the real willingness-to-pay showed that only the directly stated willingness-to-

pay method had a low difference of 7.8% between hypothetical and real 

willingness-to-pay and thus could be regarded as not significantly higher. 

 

Complexity and fairness for the participant 

Sattler and Nitschke (2003) concluded that the directly stated willingness-to-pay is 

considered to be less complex and very fair. Based on their results and summarised 

in Table 33, Sattler and Nitschke (2003) recommended using the direct survey method.  

 

Table 33: Overview of instruments of consumers’ willingness-to-pay and their requirements 
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Difference between the instruments � � �a � a 
Difference between real and hypothetical bias � � � � 
Complexity and fairness � � � � 
Economic (time and cost consuming) � � � � 

   
 a = no significant differences between First-price auction and Vickrey auction 

 

5.6.3.4 Comparative product (unbranded product) 

The managers made use of the positive effect of unmarked products and also mentioned 

that in Germany, consumers understood the term “No Name” as being unbranded 

products. Duden (2007) [= equivalent in Germany to the English Oxford] defines 
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no-name products as a “neutral verpackte Ware ohne Marken- od. Firmenzeichen”, 

in English: neutrally packaged goods without brand or company logo. This peculiarity of 

the German consumers is very helpful for comparing branded products with unbranded 

products, i.e. it mitigates the criticism in the literature that consumers often have difficulty 

in understanding what unbranded products are. The no-name product does not need 

to exist in reality because the use of a fictitious no-name product for the brand 

equity analysis is also sufficient as shown in the study (see Section 5.6.3.5). A second 

advantage of this peculiarity is that neither unbranded products had to be “found” nor fictitious 

designations or names even have to be made up for unbranded products. The criticism in 

literature was understandable in this case because products that bear a name already 

have a brand character and can be understood as a brand. It is unusual to use labelled 

retail brands as unbranded products because these no longer correspond to the definition 

and basic principle of the price premium. Labelled brands are in the meantime present at all 

price levels and no longer represent a low price product with a no name character.  

 

5.6.3.5 A test study considering the directly stated willingness-to-pay method 

to generate a price premium 

Another important question from the perspective of the author was, however, not 

answered by the empirical study by Sattler and Nitschke (2003). The question that 

was raised was whether the directly stated willingness-to-pay method is sufficiently 

reliable and objective to satisfy the requirements of accounting.  The author carried 

out a small test survey that aimed at assisting in answering the following questions: 

(1) To what extent are the results of the directly stated willingness-to-pay method 

reliable and reproducible? 

(2) Is the consumer able to distinguish between a branded product and an 

unbranded product and what are the conditions for this? This is particularly 

relevant because literature considers this aspect to be one of the main 

disadvantages of the price premium approach.  

 

It is important to emphasise that the reason for this study was not to generate 

empirical results, but to assist the author in the decision-making process and the 

development of a method for generating the price premium.    
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The study addressed three different groups of people with 20 participants each group. 

Group 1 were employees of an advertising agency in Stuttgart (Germany), Group 2 

passers-by in the Stuttgart pedestrian zone and Group 3 students from the University of 

Stuttgart. The reason for selecting these three heterogeneous groups was to demarcate 

them as clearly as possible in terms of their attitude to brand products and experiences 

with brands. The results of the survey made a valuable contribution to research by 

answering the question posed above. 

 

5.6.3.5.1 Investigating a distinction between a branded and an unbranded product 

The first question whether the consumers surveyed understood the difference between a 

branded product and an unbranded product in terms of pricing, was answered in the 

affirmative  by the survey. The reason for the constant criticism of the premium 

profit approach is that generic comparable products are generally lacking. It is also 

argued that the consumer cannot realistically differentiate between these products.  

The study involved three product groups – dictionary , jam and toothpaste. All the 

branded products or brands of theses three groups are very well-known in Germany. 

 

By using the term “No Name” to designate an unbranded product this criticism for not 

finding equivalent unbranded products to the branded products can be circumvented, at 

least in Germany. The survey also confirmed this. The consumers surveyed often asked 

whether the no-name product had the same characteristics as the branded product. It can 

therefore be concluded that the consumers surveyed correctly grasped and understood 

the aim of this survey. Furthermore, all consumers mentioned a lower maximum 

price which they would be prepared to pay for the unbranded product. 

 

5.6.3.5.2 Objectivity and reliability 

To test the objectivity and reliability of the data produced by the directly stated 

willingness-to-pay survey, the results of the three groups of persons were compared. 

To make a comparison possible, the complete results of the three groups of persons per 

product group were analysed. The detailed results of this survey are shown in the following 

tables. Table 34 shows, the results of the product group “Dictionary” (branded product).  
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For detailed results of the product groups “Jam” and “Toothpaste” see Appendix E. 

 

Table 34: Willingness-to-pay: dictionary, branded product 

Dictionary  Selling price: 12.95 Euro 
Brand   Range 
  Mean highest Price  lowest Price 
 
Group 1   10.66 €             25.00 €              5.00 €  
Group 2   10.62 €             20.00 €              4.50 €  
Group 3   10.55 €             15.99 €              7.99 €  
Mean of all groups   10.61 €     
    
Maximum   10.66 €            25.00 €              7.99 €  
Minimum   10.55 €            15.99 €              4.50 €  
Difference €     0.12 €              9.01 €              3.49 €  

Difference % 1.12%    

The average price (mean) which the surveyed consumers in the three groups were willing 

to pay for the branded product was determined. Group 1 was willing to pay an average 

price of EUR 10.66, Group 2 EUR 10.62 and Group 3 EUR 10.55. The closer the 

average price of each group, the more objective and reliable the price premium approach 

would be. This meant that an optimum was achieved when all three average prices concur. 

Table 34 shows that the three average prices were not identical. However, with a maximum 

mean price of EUR 10.66 and a minimum mean price of EUR 10.55, the difference is EUR 

0.12 or 1.12%, and thus very low. Table 35 shows the results of the product group 

“Dictionary” (unbranded product: “No Name”). Here the difference is even lower, EUR 0.05. 

 

Table 35: Willingness-to-pay: dictionary, unbranded product (No Name) 

No Name   Range 
  Mean highest Price  lowest Price 
 
Group 1     6.87 €             15.00 €              3.00 €  
Group 2     6.85 €             14.50 €              2.00 €  
Group 3     6.82 €             12.00 €              4.90 €  
Mean of all groups     6.84 €     
    
Maximum     6.87 €            15.00 €              4.90 €  
Minimum     6.82 €            12.00 €              2.00 €  
Difference €     0.05 €              3.00 €              2.90 €  

Difference % 0.75%    
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In a final step, the price premium was calculated by subtracting the mean prices of 

the unbranded products from the mean prices of the branded products. This is shown 

in Table 36. 

 

Table 36: Results of price premium test survey – price premium: dictionary 

Price premium - Dictionary      
  Mean (Brand) Mean (No Name) Price premium  
Group 1 10.66 € 6.87 € 3.80 € 1.78% 
Group 2 10.62 € 6.85 € 3.77 € 1.19% 
Group 3 10.55 € 6.82 € 3.73 €  
All groups 10.61 € 6.84 € 3.77 €  

 

 

The price premium of Group 1 is EUR 3.80, of Group 2 EUR 3.77, and finally of 

Group 3 EUR 3.73.  By comparing the price premium of Group 3 with the other two 

groups one can conclude that there was a difference of 1.78% (EUR 0.07) and 1.19% 

(EUR 0.04). Group 3 had the lowest price premium. By considering the results of all three 

product groups one can conclude that almost all results of the price premium have a 

variance of less than 2% in terms of the respective lowest price premium of each 

product group. Only the price premium of Group 2 within the product group “Jam” 

had a variance of 6.78% or EUR 0.05 and the price premium of Group 1 within the 

product group “Toothpaste” had a variance of 3.01% or EUR 0.03. 

 

Table 37: Overview of the price premium of all three product groups and groups of persons 

    Price premium    
 Dictionary  Jam  Tooth paste  
Group 1 3.80 € 1.78% 0.59 € 1.10% 1.00 € 3.01% 
Group 2 3.77 € 1.19% 0.63 € 6.78% 0.97 €   - 
Group 3 3.73 €   - 0.58 €   - 0.98 € 1.07% 
All groups 3.77 €  0.60 €  0.98 €  
 

 

 

The results of this test with only 20 participants in each group nevertheless showed that the 

results of even such a small sample size are close to the requirements of objectivity, 

repeatability, and reliability. A further question is how the results of the price premium 

approach can be precisely evaluated in terms of objectivity, repeatability, and reliability.  
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5.6.3.5.3 Statistical aspects concerning the application in practice  

From the statistical perspective, a survey that determines the price premiums of a brand is 

a sample from a population consisting of the customers and the potential consumer 

of the particular brand. The price premium is derived from the difference between the mean 

of the maximum willingness-to-pay of the branded product and the unbranded product. To 

test the quality of the mean values determined, statisticians use various parameters. 

 

The first parameter, the standard error, is a measure of dispersion for the sample size. In 

descriptive statistics, the term “dispersion” is used to describe various measured values 

which help the researcher to estimate the dispersion of sample values from their mean. The 

various calculation methods essentially differ in terms of the extent to which they can be 

influenced and their sensitivity to outliers. The standard error of the mean of a sample 

from a population is defined as follows (Field, 2005: 15): 

 

n
SD

xx

σσ ==   (F  1) 

where: 
σ   = Standard deviation of the population 
n   = Size of the sample 

xx
SD=σ  = Standard error of the mean 

 

The standard error provides information about the quality of the mean that has 

been determined. A small standard error value in proportion to the mean of the 

sample means that the mean of the sample is similar to the population mean and thus 

reflects the population relatively accurately (Field, 2005).  

 

In contrast, the standard variance shows the actual dispersion in a population. In 

practice, the formula is particularly interesting for determining the necessary sample 

size based on the standard error. The standard error can be used to estimate how 

many observations are needed, i.e. how big the sample size should be to ensure that 

the standard error does not exceed a certain desired or prescribed size and the standard 

variance is almost normal (Freedman et al., 1997). If one breaks down the above 

formula of the standard error with sample size n, it reads as follows: 
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=

x

n
σ
σ

 (F  2) 

 
where: 
σ  = Standard deviation of the population 
n  = Size of the sample 

x
σ  = Standard error of the mean 

 

In order to be able to make reliable statistical statements, the mean of the sample 

should fluctuate as little as possible from the population mean µ, i.e. the standard 

error 
x

σ   should be as small as possible.  

 

Figure 46: Normal distribution and values 

    

standard deviations % 
 ±1σ  68.268% 
 ±1.645σ  90.000% 
 ±1.96σ  95.000% 
 ±2σ  95.449% 
 ±2.576σ  99.000% 
 ±3σ  99.730% 
 ±4σ  99.993% 
 ±5σ  99.999% 

 

 

The sample size  n  now depends on the standard error 
x

σ   and the standard deviation  σ  

of the values in the population. To ensure that the standard deviation  σ  corresponds 

to a normal distribution, the standard deviation  σ  should lie between the values   

-2 and +2 (Martens, 2003). In practice, one often assumes that the data is from an 

approximate normally distributed population. This is ideally justified by the classical 

central limit theorem (Field, 2005), which says that the sums of many independent, 

identically distributed random variables tend towards the normal distribution as a limit.  

 

5.6.3.6 Summary 

The empirical study by Sattler and Nitschke (2003) showed that in terms of the data obtained, 

the directly stated willingness-to-pay method at least does not produce data which 
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would be of poorer quality or less reliable than other methods used to measure the 

consumers’ willingness-to-pay. The criticism  that the data from directly stated 

willingness-to-pay method would be unreliable due to the hypothetical basis has 

been disproved by the empirical study by Sattler and Nitschke (2003) and thus 

indirectly, also the argument that it would be in the interest of the consumer to keep the 

price premium as low as possible. The reliability of the data obtained in terms of 

repeatability and a reliable unmarked product as the basis for comparison, at least the 

main features of the suggestions of the managers interviewed could be tested in a small 

field study. As previously mentioned, the survey conducted by the author does lay claim 

to statistical correctness in terms of formal requirements. The trend showed that the 

method of direct willingness-to-pay generated objective, reliable and repeatable results 

providing the sample size taken meets the requirements of accounting.  

 

Table 38: Overview of instruments of consumers’ willingness-to-pay and requirements 

� = yes 
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Difference between the instruments � � �a � a 
Difference between real and hypothetical bias � � � � 
Complexity and fairness � � � � 
Economic (time and cost consuming) � � � � 
Objectivity, reliability and repeatabilityc �b - - - 
a = no significant differences between First-price auction and Vickrey auction 
b = if the sample size is big enough,    c = based on the results of the survey in 
this thesis,    - = not tested for this method 

  

The advantage that conjoint analysis provides information about individual product 

components and functions was not relevant to the management for the valuation of 

the brand (see Section 4.2.5.1) because such information is beyond the scope of what 

is necessary for a pure brand valuation. This information could be determined in a 

separate study, if required. 

 



The development of the proposed band valuation model 

 265 

Considering all the discussed results of the directly stated willingness-to-pay the 

author can recommend the use of this method for determining a price premium.  

Based on these results the author decided to follow the recommendations of the 

interviewed managers to use (1) the direct survey method in the next stages of 

this work to (2) calculate a price premium.  

 

5.6.4 Volume Premium 

Kapferer’s (2008) volume premium is the part of sales volume which is exclusively 

generated by the brand and is affected by the premium charged from the consumer. 

Gad (2001) noted that a well-known brand, with a relevant USP would create a larger 

audience and market and would benefit from a higher volume premium. Furthermore, 

Smith and Parr (1994) argued that in consumer goods sectors a premium profit 

arises from a larger sales volume instead of a higher price due to a large and loyal 

consumer base. There are many possible ways of stimulating volume demand for a 

product, e.g. by stretching the brand or approaching new consumer segments. Adjusting 

the value offering of the brand to changing market needs is critical to maintaining 

sales. Some brands are conceived as volume brands from the start and often have a 

low price. The organisation usually has to give up something: convenience, service, 

or something else (Gad, 2001) to achieve this low price.  

 

The interaction of the volume premium and the price premium 

The price premium and the volume premium form the two cash-inflows that use 

consumer-based information (see Section 5.6.2). These premiums generate the 

“revenue” for cash flow. Revenue is the total income from sales of products and 

services. It is calculated by using the following formula (Davis, 2007):   

R = P × Qt (F  3) 

where: 
R  = Revenue;  
P  = Price of products;  
Qt = Quantity in time period t 
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This formula shows the interaction of price and quantity and considers the complete 

quantity and price of the branded products. This formula did not separate between 

the brand-related revenue and product-related revenue in quantity and price, 

which is necessary for the brand value. To solve this problem, the formula is transferred to 

the brand-related cash inflow thus using the price premium and the volume premium: 

Cash inflow for brand value = Price Premium  × Volume Premium (F  4) 

 

Figure 47: Volume premium and price premium (Kapferer, 2008: 504) 
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By considering the volume premium, the brand or brand value is based on a reality-

orientated function. Figure 47 shows the dependence of price premium and volume 

premium in different market situations and brand strength and brand types. The calculation 

of the volume premium is shown in Section 5.9.1.1.1.2. 

 

5.6.5 Brand-related costs, expenditures and investments 

Brand-related expenditures include all the direct and indirect expenditures on branding the 

product (Ambler, 2003). This does not include actual unbranded product 

development costs, but focuses on expenditure that advances the product as a brand 

(Ehrmann, 2004). The company's goal is to minimise these expenses while preserving the 

values of the brand (Doyle, 2003). Brand-related expenditures also serve to increase the 

intangible brand assets and generate future cash flows of the brand. Such expenditures can 
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therefore be interpreted as “strategic costs”. The “adequate” recording of such “costs” as 

“investments in the future”, as well as their accumulated value in corporate 

accounting, reflects the strategic orientation of management concerning “shareholder 

value”. However, in order to do justice to the information, control and steering 

function of accounting management, a presentation of the sum of intangible values 

is not sufficient because it needs to be divided into its individual components in order 

to obtain reliable and relevant support in the decision-making process (Haller, 1998).  

 

Brand-related costs of the marketing mix elements 

However, there is no consensus of opinion in literature about the delimitation of 

brand-related expenditures resulting from the creation and maintenance of brands. 

Approaches either consider this question as unsolvable (Franzen, 1995) or attempt to 

separate brand-related expenditures from other expenditures, which would not be 

incurred without the brand. The latter include a wide range of brand-related 

expenditures starting with   

(1) identifying purely brand-related expenditure, i.e. the expenditures arising 

from the development of the brand logo or brand name, the protection of the 

brand and the creation of brand labels etc. (Sander, 1994).  

(2) considering expenditures on the communication policy (i.e. budget for 

advertising and consumer campaigns) (Sattler, 1997).  

(3) determining all expenditure which is caused by a brand strategy , i.e. 

expenditures arising from a change in brand strategy, changes in the 

production process (e.g. packaging modifications) and strategy development, 

and  branding  (Schiele, 1997). 

 

5.6.5.1 Difficulty in allocating brand-related expenditures and costs 

However, the inclusion of all expenditures as brand-related expenditures is not possible 

because there are also expenditures which are caused by an unbranded product. 

Expenditures which arise from an unbranded product do not create any added value for 

the brand owner and therefore should not be included in brand-related expenditures 

(Schweiger and Friederes, 1995). However in most cases it is not obvious which 

expenditures arise from an unbranded product and which arise from a branded product. 
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Moreover, it is not possible to classify types of fixed expenditures into brand-related 

expenditures. This can be attributed to the very different nature of brands. It is not possible 

to clearly allocate brand-related expenditures to one corporate function (e.g. marketing), as 

many different areas of a company are involved in the value development of brands. 

 

5.6.5.2 Solutions for allocating brand-related costs and expenditures  

In this work, the researcher attempts not to identify a holistic overview of brand-related 

costs, but to identify starting points for the delimitation of br and-related expenditure. 

Every company has to decide individually which types of expenditures and costs 

qualify as brand-related costs and expenditures for their brand or brands. The 

individual identification of brand related-costs is highly dependent on the 

accounting, controlling and metrics systems the company uses (Ehrmann, 2004).  

 

Once these brand-related costs have been isolated, they should be anchored into the 

cost structure in a long-term run of an organisation in order to make it possible to 

regularly determine and compare them over periods and to avoid manipulation. Brand-

related expenditure can then be analysed and labelled in the accounting system of the 

company, making it possible to generate appropriate records and reports for further analyses.   

 

One possible solution to the general differentiation of brand-related expenditures 

from unbranded product-related expenditures is to determine criteria which can be used to 

classify brand-related expenditures for all brands. The starting point for such a classification 

is to consider expenditures which contribute to the differentiation of the own brand 

from competitive brands and unbranded products. A possible starting point could be 

to only identify differentiations which lead to a differentiation comparison with competitor 

brands which is also perceived by the customer. The delimitation of brand-related 

expenditures can be facilitated by bearing in mind that they can only be brand-

related if they contribute to the brand strength. Consequently, all expenditures which 

aim to create brand strength and thus influence factors of brand strength qualify as 

brand-related expenditures. The strength of a brand can be influenced by using the 

whole range of marketing mix instruments and elements (see Sections 2.5.1, 5.4.1 

and 4.1.5).  
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5.6.5.3 Types of brand-related costs and expenditures of the marketing mix 

Several types of costs of the marketing mix are analysed to determine whether they are 

brand-related costs which have an effect on factors that in turn influence brand strength. 

The aim is to demarcate types of brand-related expenditures. Here it should be considered 

that a brand is more incisive, the more convincingly its message (philosophy) is conveyed 

across all brand-relevant marketing mix instruments. This starts with the basic line of 

the product-mix policy in the narrower sense (e.g. the design style), the product-mix 

policy in the wider sense (e.g. the packaging style) and continues in the distribution-mix 

policy (e.g. the style of the shops carrying the brand) and the communication-mix policy 

(e.g. advertising style) (Becker, 1998). The detailed analysis is attached in Appendix F. 

 

5.6.6 Brand extension 

One of the findings analysed in Section 4.2.5.4 was that the managers interviewed 

highlighted that brand extensions are gaining an increasingly important brand strategy and 

value factor. With brand extension the managers imply a further value for the brand 

and thus this value has to be considered in the total brand value. Ambler (2003: 281) 

defined a brand extension as “the launch of one or more new products under the 

same brand name but in a new category, unlike line extension which is in the same 

category.” The existing brand is referred to as the parent brand (Günther, 2002: 5). 

Brand extension is an important topic for strategic management as brand extensions 

are always strategic moves, often as diversifications into unknown markets with different 

product(s) and thus brand extensions are always a redefinition of brand meaning 

(Kapferer, 2008). Brand extensions are on the one hand, a strategic possibility to 

ensure brand growth and on the other hand, brand extensions have an immense influence 

on the parent brand. Brand extensions influence the brand equity of the parent 

brand (de Chernatony and McDonald, 2003). Kapferer (2008: 324) identified six 

different groups of how extensions can impact the parent brand other than sales growth 

and profits. This classification considers several aspects of extensions i.e. (1) how far 

the extension from the original territory of the parent brand is, (2) what strategy the 

company follows, and (3) what synergies the extensions develop.  
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Benefits of brand extensions are mainly from the transfer of awareness, and brand 

and quality associations of the parent brand to the new product (de Chernatony and 

McDonald, 2003; Kapferer, 2008). In the long run, positive spill-over-effects from the 

transfer product to the parent brand are expected (Balachander and Ghose, 2003). Several 

studies show that the transfer potential of a brand mainly depends on three influencing 

factors (Broniarczyk and Alba, 1994; Caspar and Metzler, 2002; Esch et al., 2002): 

(1) Strength of the parent brand: A high level of brand recognition and a positive 

brand image are important requirements for a successful brand extension.  

(2) Perceived quality of the parent brand: The perceived quality of the parent 

brand is the most important buying reason for many consumers. It is expected 

that consumers assign their quality associations from the parent brand to the 

extension product to reduce their risk of mispurchase. (Agarwal and Rao, 

1996; Bottomley and Doyle, 1996).  

(3) Perceived fit of parent brand and new product category (extension fit): 

The chances of a successful brand extension increase with higher perceived 

fits of brand associations between the parent brand and the new product 

(Sattler et al., 2006).  

Nevertheless, the decision for a brand extension is not without risk.  Risks might 

be seen in the possible weakening of the brand image or in badwill-effects in the case 

of quality problems (Sattler, 1998) with the result that extensions have a neutral 

effect on the parent brand capital or even destroy the brand capital.  

 

5.6.6.1 Summary 

The indicator brand extension is an “exceptional case” and can be used optionally, if 

required. Brand extension is much more than a simple indicator of the brand value. 

Indicators such as the price premium or volume premium are a pure outcome figure 

resulting from realised strategies and marketing activities. In contrast, brand extension is a 

strategic procedure that also includes the other three financial-based indicators. In principle, 

this indicator is applicable when there are plans regarding brand extension that will 

be realised in the year after the brand valuation. This should ensure the topical and 

realistic reference to the brand valuation and avoid the artificial increase in the entire 

brand value from this optional indicator. 
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5.7 The relationships of indicators and the marketing mix elements 

In this section the conceptual cause-related interaction of the elements of the marketing 

mix and the indicators of the consumer-based and financial-based components is 

explained with regard to empirical evidence. For this empirical investigations by 

various researchers are considered. This consideration also strengthens the model in 

terms of verification and plausibility from a theoretical perspective. Figure 48 

illustrates the empirically verified relationships that were found in literature.  

 

Figure 48: Empirically verified relationships 
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The relationships between the elements of the marketing mix and indicators are 

marked with Roman numerals (I to IX) and the relationships between the indicators 

are marked with Arabic numerals (1 to 12). The third group comprises of indicators 

or marketing mix elements which have a significant impact on the construct of brand 

equity. Some authors found that indicators and marketing mix elements influence brand 

equity significantly, without testing which indicators of the brand equity are influenced. 

Thus, the circle “brand equity” in Figure 48 is not a new element of the brand valuation 

model. This circle graphically illustrates and explains the significant relationships of 

the indicators or the elements of the marketing mix with brand equity, which are listed 

above. It is important that the empirical investigations verify the relationships with brand 

equity. These relationships are marked with capital letters (A to E). The empirically 

verified relationships shown in Figure 48 are listed in Table 39. This overview comprises 

the sources of the empirical studies and the corresponding discussion in literature. 
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Table 39: Significant Relationships between the indicators of the components  

No. Direction of relationship Empirical studies 
Supporter of the 
relationship in 
literature 

Relationship between marketing mix elements and consumer-based indicators 

I 
Price �  
Perceived Quality 

Yoo et al. (2000) 
Rao and Monroe (1989) 

Aaker (1996)  
Dodds et al. (1991) 
Zeithaml (1988) 

II 
Place (Store Image) �  
Perceived Quality 

Yoo et al. (2000) 
Dodds et al. (1991) 

Srivastava and Shocker 
(1991) 

III 
Place (Store Image) and 
Distribution Intensity �  
Brand Associations 

Yoo et al. (2000) 
Sirgy and Samli (1985) 
Thompson and Chen (1998) 

IV 
Place (Store Image) and 
Distribution Intensity �  
Brand Awareness 

Yoo et al. (2000) 
Ferris et al. (1989) 
Smith (1992) 

V 
Distribution Intensity �  
Brand Loyalty 

Yoo et al. (2000) 

VI 
Advertising Spending � 
Perceived Quality 

Yoo et al. (2000) 
Aaker and Jacobson (1994) 

VII 
Advertising Spending �  
Brand Loyalty 

Yoo et al. (2000) 
Shimp (2000) 

VIII  
Advertising Spending �  
Brand Awareness 

Yoo et al. (2000) 

IX 
Advertising Spending �  
Brand Associations 

Yoo et al. (2000) 
Shimp (2000) 

 
Boulding et al. (1994) 
Chay and Tellis (1991) 
Johnson (1984)  
Lindsay (1989) 
Maxwell (1989)  
Simon and Sullivan (1993)  
Cobb-Walgren et al. (1995) 
Milgrom and Roberts 
(1986) 

Relationship between the indicators 

1 
Brand Awareness �  
Brand Associations  

Pappu et al. (2005) 
Aaker (1991), Stokes (1985) 
Rossiter et al. (1991) 

2 
Brand Awareness �  
Perceived Quality 

Pappu et al. (2005) 
Keller (2003) 
Hoyer and Brown (1990) 

3 
Brand Awareness �  
Brand Loyalty 

Pappu et al. (2005) 
Aaker (1991, 1996) 
Hoyer and Brown (1990) 

4 
Brand Associations �  
Brand Loyalty  

Pappu et al. (2005) 
Rio et al. (2001) 
Keller (2003) 

5 
Perceived Quality �  
Brand Associations 

Pappu et al. (2005) 
Zeithaml (1988) 
Aaker and Jacobson (1994) 

6 
Perceived Quality �  
Brand Loyalty 

Pappu et al. (2005) 
Aaker (1991, 1996) 
Keller (2003) 

7 
Perceived Quality �  
Price Premium  

Netemeyer et al. (2004) 
Apelbaum et al. (2003) 

Aaker (1991, 1996) 
Keller (2003) 
Haynes et al. (1999) 
Yoo and Donthu (2001) 



The development of the proposed band valuation model 

 273 

No. Direction of relationship Empirical studies 
Supporter of the 
relationship in 
literature 

8 
Brand Loyalty �  
Price Premium 

Chandhuri and 
Holbrook (2001) 

Aaker (1991, 1996) 
Keller (2003) 
Esch (2004) 

9 
Brand Loyalty �   
Sales Volume  (Market share) 

Chandhuri and 
Holbrook (2001) 

Esch (2004)  
Dick and Basu (1994) 

10 
Brand Loyalty �  
Repeat Purchasing 

Knox and Walker 
(2001) 

Kumar, 2002  
Mittal & Kamakura (2001) 

11 
Satisfaction �  
Brand Loyalty 

Taylor et al. (2004) ; 
Delgado-Ballester et al. 
(2005) 

Mittal and Lassar (1998) 
Oliver (1999) 

Relationship between marketing mix elements and brand equity 

A 
Product �  
Brand Equity 

Simon and Sullivan 
(1993) 

Hoeffler and Keller 
(2003) 

B 
Advertising Spending �  
Brand Equity 

Yoo et al. (2000) 
Simon and Sullivan(1993) 
Cobb-Walgren (1995) 

Hoeffler and Keller 
(2003) 

C 
Distribution Intensity and  
Place (Store Image) � 
Brand Equity 

Yoo et al. (2000) 
Srivastava and Shocker 
(1991) 

D 
Price �  
Brand Equity 

Yoo et al. (2000) 
Hoeffler and Keller 
(2003) 

Relationship between indicators and brand equity 

E 
Perceived Quality �  
Brand Equity 

Yoo et al. (2000) 
Aaker (1996) 
Dyson et al. (1996) 
Keller (2003) 

F 
Brand Loyalty �  
Brand Equity 

Taylor et al. (2004) 
Yoo et al. (2000) 
Delgado-Ballester et al.  
(2005) 

Aaker (1991) 
Shocker and Weitz (1988) 
Keller (1998) 
Oliver et al. (1997) 

G 
Brand Associations and  
Brand Awareness �  
Brand Equity 

Yoo et al. (2000) Aaker (1991) 

 

Yoo et al. (2000) highlighted that the relationships of marketing mix elements 

with brand equity are significant, i.e. when a marketing element affects brand 

equity dimensions (indicators) positively, it is expected to lead to an increase in brand 

equity because each dimension contributes positively to brand equity. Based on this, 

Yoo et al. (2000) identified the significant relationship in an indirect way. 
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5.8 Metrics for brand monitoring 

After the indicators for the proposed brand valuation model were determined, this section 

deals with the metrics resulting from the indicators, their calculation and use in different 

situations. In the first part, the output metrics are discussed, whereas in the second 

part the input metrics are explained. Finally, in the third part, the “efficiency“-metrics  

are presented. Taking into account the demand for the completeness of brand monitoring 

in connection with the performance system, the proposed brand valuation model aims to 

only create a basis for such an applicability and possibility of integration. Furthermore, 

it also provides a basic tool which can be transformed individually depending on the 

industry, the company and market situation, the brand and the brand strategies. In 

this way the brand monitoring system meets the requirement of flexibility  that was 

emphasised by the managers interviewed (see Sections 4.1.1.2 and 4.2.7).  

 

5.8.1 Output-metrics 

The output-metrics are composed of consumer-based (qualitative) metrics and 

financial-based (quantitative) metrics. This combination results from the composition 

of the indicators listed above.  

 

5.8.1.1 Consumer-based output-metrics 

On the basis of the consumer-based indicators appropriate metrics can be derived. 

The consumer-based output metrics are based on the qualitative output, which the 

brand generates by means of, e.g. a high level of brand awareness or brand sympathy. This 

in turn leads to a high degree of brand strength positively influencing consumer behaviour. 

Table 40 provides an overview of metrics, which are derived from the consumer-based 

indicators. In this context, a minimum application area and further possible output-

metrics are recommended. Finally, these output-metrics are discussed in detail in Appendix G. 
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Table 40: Qualitative output-metrics based on the six consumer-based indicators 

Consumer-based 
Indicators 

Basic Output-Metrics  Additional (optional) 
Output-Metrics 

Brand awareness • Recognition [%] 
 

• Top of mind [%] 
• Recall [%] 

Image and 
Associations 

• Image and associations [%] • Rating of items of 
image and associations 

Brand sympathy • Sympathy [%]  
Perceived quality & 
benefit  

• Perceived quality rating 
(very good – poor) 

• Rating of items of 
perceived quality and 
benefit 

Satisfaction • Satisfaction [%] • Rating of items of 
satisfaction 

Loyalty • Repeat Purchase [%] 
 

• Attitudinal loyalty [%] 
• Top of mind [%] 

 

 

5.8.1.2 Financial-based output-metrics 

The financial-based indicators, namely the price premium and the volume premium, can 

serve as metrics too. However, both indicators already form the monetary result of the 

consumer-based indicators and the related consumer behaviour since they are orientated 

toward the cause-related value chain. The detailed calculation of these metrics is presented 

in Section 5.9 in connection with the determination of the monetary brand value.  

 

5.8.2 Input-metrics 

Input-metrics consider and include all elements of the marketing mix. These 

expenditures are the starting point for all actions and activities that have already been 

discussed in the Sections 5.2.1.1.1, 5.2.1.1.2 and 5.4.1. As in this thesis, the 

marketing mix is interpreted as a framework which can be used as a “cost-

collecting” point for all investments in the brand that are needed to trigger 

added value at the customer and the consumer,. The advantage is that the core 

function of the marketing mix in this brand valuation model preserves its individual 

flexibility . Thus, as each company can define its marketing mix individually, it is not 

possible to present an explicit list of input-metrics. This division applies to all 
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elements of the marketing mix and allows expenditures to be assigned to the “cost 

drivers” of the marketing mix.  

 

Basis for making metrics comparisons (benchmarking): 

Most of the input-data is based on the internal information of a company. The resulting 

metrics can be used as a comparison tool over several periods. Benchmarking information 

about competitive brands cannot be generated due to the internal character of the 

data. Besides the pure coverage of costs and the assignment of these costs, it is also 

interesting to reveal the level of efficiency for the use of this data in compliance with 

the performance system. 

 

5.8.3 Efficiency metrics 

Efficiency metrics can give valuable information about the degree of efficiency of the used 

input in proportion to the achieved output. In this way besides the calculation of efficiency 

the analyses of the rated and current value can be performed with regard to the monitoring 

of the past period. On principle, the calculation of the efficiency is always carried out in 

the same way. The formula for brand efficiency is as follows:  

 

Brand efficiency  = 
Brand output 
Brand input 

 

Which kind of efficiency calculation is selected depends on the individual focal 

points of the company. The choice of calculation method supports the demand on 

flexibility by the managers.  

 

5.8.4 Overall consideration of the metrics  

Apart from considering the input- and output of the metrics proposed above, a final 

overall consideration of all indicators regarding the metrics, the application area, the 

addressee and the possible purpose of the indicators and metrics is necessary.  
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Table 41: Overall consideration of the indicators and metrics 
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Brand awareness � �  � � 
Image and associations � �  � � 
Brand sympathy � �  � � 
Satisfaction � �  � � 
Perceived quality and benefit � �  � � 
Loyalty � �  � � 
Volume premium � �  � � 
Price premium � �  � � 
Marketing mix expenditures � �  � � 
Metrics measuring efficiency � �  � � 
Brand value (based on Shareholder Value) � � � � � 

 

As shown in Table 41, the application area of the indicators is assigned to marketing 

and accounting as the main objective of the proposed brand valuation model was to 

provide both disciplines with indicators and metrics. During the selection of the 

indicators and metrics, the demands by the accounting managers were also taken into 

account to ensure that accounting can consider the brand value and the corresponding 

metrics for the company valuation. For this the consideration of the performance 

system and the shareholder value was a decisive basis for the proposed model. These 

two systems, particularly the shareholder value, are important systems for top- 

management, to assess the tangible and intangible assets of the company and plan the 

future strategic orientation and development. Overall, the brand became an important 

part of the tangible and intangible assets of the company. To strengthen the interpretation 

basis of the individual indicators and metrics in connection with brand value, most of 

the metrics and indicators can be used either as a benchmarking metric to assess competitive 

brands and/or as comparative metric of estimates and results within the company.  
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5.9 The calculation of the financial brand value 

This section deals with the calculation of the financial brand value of the developed brand 

valuation model. On the basis of the findings of Section 4.1.3 and the results of the 

literature review (Doyle, 2000) the calculation of the financial brand value follows the 

principles of the importance of cash flow, the time value of money, the opportunity cost of 

capital and the concept of net present value. The financial-based indicators of the developed 

brand valuation model (see Section 5.6) for the calculation of the financial brand 

value contains two parts: 

(1) the basis value is calculated on the basis of the brand cash-flow which includes 

the indicators: price premium, price volume and costs and investments. The 

calculation follows the principles of the shareholder value. 

(2) The second part of the brand value is the optional brand extension value. 

This value is an optional value and can be calculated when brand management 

plans a brand extension within one year after brand valuation (see Section 4.2.5.4).  

Figure 49 shows the two parts of the brand value and its calculation steps. 

 

Figure 49: Calculation steps of the brand value 
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This section deals with the calculation of brand value and is divided as follows:  

Step 1: to determine the brand free cash flow (see Section 5.9.1.1), the brand-related 

cash inflows of the brand valuation model have to be calculated. These brand-related 

cash inflows comprise of, the indicators that are applied to the financial-based component 

(the price premium in Section 5.9.1.1.1.1) and, the volume premium (see Section 

5.9.1.1.1.2) and the royalties (see Section 5.9.1.1.1.5) as a further brand-related cash 

inflow factor. Occasionally, sales deductions, if and when they arise, must also be 
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considered (see Section 5.9.1.1.1.4). According to the shareholder value approach, 

brand-related cash outflows are also calculated (see Section 5.9.1.1.2). Step 2 and 3: 

to calculate future brand-free cash flows (see Section 5.9.1.2), the planning horizon 

(see Section 5.9.1.2.1) and the discount rate (see Section 5.9.1.2.2) must be determined. 

The discount rate can be calculated either directly  by using the CAPM method or 

indirectly  by using the WACC method and considering the consumer-based indicators.  

 

The calculation of the extension value can be optional when the potential of the 

brand extension is launched within one year after the valuation (see Section 5.9.2). 

The calculation of the brand value extension value is based on real option analysis 

(see Section 5.9.2.3.3). Due to the increased risk and value character, which changes 

throughout the whole lifespan, a pure calculation according to the DCF approach seems to 

be insufficient, as this approach has to be adapted continuously. However, for an 

“optional price determination” the changing demand on yield does not play a part.   

 

5.9.1 Determining the basis brand value  

Conceptually, the estimation of brand value consists of two related steps: (1) 

isolating and identifying the incremental future earnings and cash flows attributed to 

a brand, in comparison to its unbranded counterpart; and (2) capitalising these 

incremental future earnings and cash flows at a risk-adjusted cost of capital to arrive 

at a net present (brand) value. This value represents the financial worth of a brand to 

its current owner and for its current use (Haigh and Perrier, 1997). Table 42 shows a 

brief overview of the basis brand value calculation. 

 

Table 42: Calculation of the basis brand value 

 Period years 1 - 5  see Section 
 Price premium  5.9.1.1.1.1 
x Volume premium  5.9.1.1.1.2 
= Brand-related turnover  5.9.1.1.1.3 
- Brand-related sales deductions  5.9.1.1.1.4 
+ Brand-related royalties   5.9.1.1.1.5 
= Brand-related cash-inflow  5.9.1.1.1.6 
    
 Product costs   

+ Personnel costs   
+ Distribution costs   
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+ Promotion costs   
+ Administration costs   
+ Other costs   
= Brand-related cash-outflow  5.9.1.1.2 
    
 Brand-related cash-inflow   
- Brand-related cash-outflow   
= Brand-related earnings before I+T   
    
- Taxes   
- Brand-related interests   
= Brand-related earnings after I+T   
    
 Brand-related investments in fixed assets   

+ Brand-related investments in working capital   
= Brand Free Cash flow  5.9.1.1.3 
    
 Discount rate  (1+i)-n   
x Brand Free Cash flow   
= Discounted Brand Free Cash flow   
    
 Residual life periods (year 6 –year n)  5.9.1.2 
 Rate  (1+i)n  5.9.1.2.1 
x Brand Free Cash flow   
= Brand Free Cash flow   
   
 Discount rate  (1+i)-n  5.9.1.2.2 
x Brand Free Cash flow   
= Discounted Brand Free Cash flow   
    
 Present value brand free cash flow (year 1 - 5)   

+ Present value (year 6 – year n)   
= Basis brand value  5.9.1.3 

 

 

5.9.1.1 Determining the brand free cash flow 

This Section deals with the calculation of the brand free cash flow.   

 

5.9.1.1.1 Identification of brand-related cash inflows 

The first step is to determine the brand-related free cash flow, which can be applied 

solely to the brand, by identifying the brand-related cash inflows.  These stem from 

both the royalties and the own brand-related revenue less sales deductions. Brand-related 

revenue results from multiplying the price premium for the branded product by a possible 

higher sales volume compared to a unbranded product. It should be noted that the price 

and the sales volume are not distinct from one another, but linked via a price-sales-

function. Often, the interdependence between price and sales is neglected or overlooked 
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(Roeb, 1994; Kapferer, 2008). It is assumed that the same quantity of the branded 

product and the unbranded product is sold and that pure brand sales stems from a 

price premium. Based on the premium profit method, the cash inflows for an unbranded 

product are deducted from those of the brand product to determine brand-related sales. 

 

An example to support understanding: The fictitious Dictionary brand: 

The fictitious Dictionary brand was used in a series of brief examples. The values 

and results of the price premium study in Section 5.6.3.5 will now be used to briefly 

illustrate how the brand FCF is determined. In this example the following is assumed: (1) 

the product, a dictionary, belonging to the Dictionary brand is currently being offered at a 

price of EUR 12.95 in the shops, (2) the turnover of the branded product for the 

current year 1 is estimated at approx. EUR 5 million and the minimum sales volume 

is planned with around 400,000 pieces. (3) The Dictionary brand currently has a market 

share of around 50%. (4) At present only this product is sold under the Dictionary 

brand. If necessary, further assumptions of the Dictionary brand will be determined. 

 

5.9.1.1.1.1 Calculating the brand-related price premium  

As already mentioned in previous sections, the concept presented for the proposed 

brand valuation model starts with the source of the brand equity, namely the consumer. 

The price premium study has therefore been used to calculate the brand-specific 

turnover  of the Dictionary brand. It is assumed that each consumer buys the product 

when its price is below his own willingness-to-pay limit. Then the potential demand 

can be inferred.  

 

Table 43 shows the willingness-to-pay in Euro of the 60 consumers surveyed for the 

branded product of the Dictionary brand and the unbranded product. The first person 

is willing to buy the brand product at a price of EUR 10.00, while he is only prepared 

to pay a maximum of EUR 4.99 for the unbranded product. In order to calculate the 

price premium of the brand product, the mean of the value of the branded product 

and the unbranded product was calculated. 
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Table 43: Consumers’ willingness-to-pay of the branded and unbranded product 

P
er

so
n 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
br

an
de

d 
pr

od
uc

t 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
un

br
an

de
d 

pr
od

uc
t 

P
er

so
n 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
br

an
de

d 
pr

od
uc

t 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
un

br
an

de
d 

pr
od

uc
t 

P
er

so
n 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
br

an
de

d 
pr

od
uc

t 

W
ill

in
gn

es
s-

to
-p

ay
 fo

r 
th

e 
un

br
an

de
d 

pr
od

uc
t 

1 10.00 4.99 21 15.00 9.50 41 12.50 7.50 
2 10.00 7.50 22 5.50 3.00 42 9.99 5.99 
3 10.00 4.50 23 15.00 10.00 43 15.00 9.99 
4 6.00 3.50 24 4.50 2.00 44 11.00 4.90 
5 7.99 5.99 25 8.00 4.00 45 8.00 5.50 
6 12.90 12.90 26 10.00 5.00 46 8.50 7.50 
7 12.00 9.99 27 10.00 5.99 47 10.00 5.50 
8 5.00 5.00 28 8.00 6.00 48 8.99 6.99 
9 5.00 3.50 29 6.99 5.50 49 15.00 12.00 

10 7.99 3.49 30 7.00 8.00 50 9.00 4.50 
11 12.00 10.00 31 15.00 10.00 51 12.99 7.99 
12 18.00 10.00 32 14.00 8.50 52 9.00 7.00 
13 8.00 5.00 33 16.00 10.00 53 15.99 9.99 
14 15.00 3.00 34 10.00 5.00 54 10.00 7.00 
15 11.90 5.99 35 9.99 5.00 55 7.99 5.99 
16 12.00 9.00 36 11.00 6.00 56 8.99 4.99 
17 7.50 5.00 37 20.00 14.50 57 9.99 4.99 
18 12.00 8.99 38 9.50 6.00 58 7.99 6.00 
19 5.00 4.00 39 5.00 5.00 59 9.99 4.50 
20 25.00 15.00 40 12.00 8.00 60 10.00 7.50 

 
 

 

The mean of the unbranded product is then deducted from the mean of the branded product.  

 

Mean of branded product 10.61  
Mean of unbranded product     -     6.84  

=  3.77 Price premium of the branded product 
 

 

5.9.1.1.1.2 Calculating the brand-related volume premium 

In order to determine which brand-related volume premium can be applied to the 

Dictionary brand, the connection between the willingness-to-pay and the potential 

demand for the two products is now deduced from the answers of the consumers. 

Therefore, first the willingness-to-pay for the two products are sorted and charted.  
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Table 44: Willingness-to-pay for the branded product in descending order 

Person p y y [%]  Person p y y [%]  Person p Y y [%]  
20 25.00 1 2% 15 11.90 21 35% 56 8.99 41 68% 
37 20.00 2 3% 36 11.00 23 38% 46 8.50 42 70% 
12 18.00 3 5% 44 11.00 23 38% 13 8.00 46 77% 
33 16.00 4 7% 1 10.00 32 53% 25 8.00 46 77% 
53 15.99 5 8% 2 10.00 32 53% 28 8.00 46 77% 
14 15.00 11 18% 3 10.00 32 53% 45 8.00 46 77% 
21 15.00 11 18% 26 10.00 32 53% 5 7.99 50 83% 
23 15.00 11 18% 27 10.00 32 53% 10 7.99 50 83% 
31 15.00 11 18% 34 10.00 32 53% 55 7.99 50 83% 
43 15.00 11 18% 47 10.00 32 53% 58 7.99 50 83% 
49 15.00 11 18% 54 10.00 32 53% 17 7.50 51 85% 
32 14.00 12 20% 60 10.00 32 53% 30 7.00 52 87% 
51 12.99 13 22% 35 9.99 36 60% 29 6.99 53 88% 
6 12.90 15 25% 42 9.99 36 60% 4 6.00 54 90% 
41 12.50 20 33% 57 9.99 36 60% 22 5.50 55 92% 
7 12.00 20 33% 59 9.99 36 60% 8 5.00 59 98% 
11 12.00 20 33% 38 9.50 37 62% 9 5.00 59 98% 
16 12.00 20 33% 50 9.00 39 65% 19 5.00 59 98% 
18 12.00 20 33% 52 9.00 39 65% 39 5.00 59 98% 
40 12.00 20 33% 48 8.99 41 68% 24 4.50 60 100% 

  

 

Table 45: Willingness-to-pay for the unbranded product in descending order 

Person p y y [%]  Person p y y [%]  Person p Y y [%]  
20 15.00 1 2% 41 7.50 23 38% 17 5.00 45 75% 
37 14.50 2 3% 46 7.50 23 38% 26 5.00 45 75% 
6 12.90 3 5% 60 7.50 23 38% 34 5.00 45 75% 
49 12.00 4 7% 52 7.00 25 42% 35 5.00 45 75% 
11 10.00 9 15% 54 7.00 25 42% 39 5.00 45 75% 
12 10.00 9 15% 48 6.99 26 43% 1 4.99 48 80% 
33 10.00 9 15% 28 6.00 30 50% 56 4.99 48 80% 
31 10.00 9 15% 36 6.00 30 50% 57 4.99 48 80% 
23 10.00 9 15% 38 6.00 30 50% 44 4.90 49 82% 
7 9.99 12 20% 58 6.00 30 50% 3 4.50 52 87% 
43 9.99 12 20% 5 5.99 35 58% 50 4.50 52 87% 
53 9.99 12 20% 15 5.99 35 58% 59 4.50 52 87% 
21 9.50 13 22% 27 5.99 35 58% 19 4.00 54 90% 
16 9.00 14 23% 42 5.99 35 58% 25 4.00 54 90% 
18 8.99 15 25% 55 5.99 35 58% 4 3.50 56 93% 
32 8.50 16 27% 29 5.50 38 63% 9 3.50 56 93% 
30 8.00 18 30% 45 5.50 38 63% 10 3.49 57 95% 
40 8.00 18 30% 47 5.50 38 63% 14 3.00 59 98% 
51 7.99 19 32% 8 5.00 45 75% 22 3.00 59 98% 
2 7.50 23 38% 13 5.00 45 75% 24 2.00 60 100% 

  
 

The willingness-to-pay is presented in Table 44 and Table 45 in descending order for 

both the branded product and for the unbranded product. The assumption that the product 

will be purchased when the price is below the stated willingness-to-pay is confirmed 

in Table 44. This table shows that all consumers surveyed would buy the branded 

product if the price is not higher than EUR 4.50. The potential demand in this case 
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would be 100%. Another example in Table 45 shows that only twelve of the 60 consumers 

surveyed would be willing to purchase the unbranded product at a price of EUR 9.99. 

 

Using the connection shown in Table 44 and Table 45 between price  p and the share 

of consumers (who will just about accept this price)  y, a linear regression can be used to 

derive the willingness-to-pay functions. In Figure 50 the individual data points and the 

linear willingness-to-pay functions of the brand product and the no-name product are 

presented graphically and mathematically by means of the regression equation. The 

volume premium can now be derived as follows: the mean (average value) of the unbranded 

product represents an important limit for the amount of money the consumer is prepared 

to spend on the unbranded product up to this limit. In other words, this limit is the 

value that the consumer is willing to invest in the unbranded product. Any other value 

above this limit is caused by the brand. It can therefore be assumed that the sales 

volume below this limit is primarily generated by the unbranded product. Therefore, 

it can also be assumed that the brand-related sales volume generated by the potential 

demand is above this limit in terms of the demand function of the branded product.  

 

Figure 50: Consumers’ willingness-to-pay for the unbranded and the branded product 

ybranded product = -0.0698p + 1.2747

yNo Name = -0.0994p + 1.208
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In the example, the mean of the willingness-to-pay for the unbranded product is EUR 

6.84. Based on the stated willingness-to-pay for the branded product, a potential demand 
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function of  ybranded product = -0.0698p + 1.2747 can be calculated. Using the mean price 

of the unbranded product in the demand function ybranded product = -0.0698p + 1.2747 

for the branded product one can conclude that at this price level the generic product 

achieves a sales volume share of 20.1% or, the brand accounts for 79.9% of the sales 

volume (see Figure 50). Assuming a linear-proportional relationship between potential 

demand and sales volume, the unbranded product (or the product itself) generates a 

sales volume of 80,400 pieces or a total estimated sales of approx. EUR 400,000, while 

the branded product generates a sales volume of 319,600 pieces. 

 

5.9.1.1.1.3 Calculating the brand-related turnover  

The brand-related turnover is calculated by multiplying the price premium by the 

volume premium. In the following, an example for year 1 is shown:  

 

Price premium of the Dictionary brand               3.77 EUR 
Volume premium of the Dictionary brand x     319,600 pieces 
Brand-related turnover =  1,204,892 EUR 
 

5.9.1.1.1.4 Calculating the brand-related sales deductions 

To separate the brand-related cash inflows, the sales deductions not arising from an 

unbranded product must also be subtracted from the brand-related turnover. The position 

sales deductions thus consider the difference in sales between the brand and the unbranded 

product. Typical sales deductions are e.g. retail profit margin (Müller-Hagedorn, 1993). 

 

In the example presented, the brand owner and manufacturer of the product 

Dictionary incurs sales deductions of EUR 200,000. 

 

 

5.9.1.1.1.5 Calculating the brand-related royalties 

Brand-related revenues can, as a rule, also be generated by licensing brands for a 

limited period of time. A licence, however, is not only used for the brand, but frequently 

also in connection with agreements on product features underlying the brand. Due to 
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the different manifestations of a brand licence and the various possibilities of 

structuring it, it is not possible to solely determine royalties on the basis of the 

brand (Barwise et al., 1989). When calculating the brand-related part of royalties, 

the royalties are broken down into the components which contribute to the generation 

of revenues by means of brand licences. A conjoint analysis is advisable as the amount 

of royalties depends on the licensee's estimation of the value, the number of existing 

and potential licensees asked, is very limited.  

 

Currently, the Dictionary brand has two licence agreements with companies from the 

games and software industry. During conversations with the marketing managers of 

the two firms, it was possible to separate the brand-related share by using a conjoint 

analysis. The brand-related shares amounted to 45% and 30%, respectively. Based on 

this, a brand-related licence share of EUR 250,000 was determined. 

 

5.9.1.1.1.6 Calculating the brand-related cash inflows 

To calculate the brand-related cash inflows the brand-related royalties must be added 

to the brand-related turnover and the brand-related sales deductions must also be 

subtracted from the brand-related turnover. In the example, Dictionary brand, the 

following brand-related cash inflows:  

 

Brand-related turnover    1,204,892 EUR 
Brand-related sales deductions -     200,000 EUR 
Brand-related royalties +    250,000 EUR 
Brand-related cash inflows (year 1)    1,254,892 EUR 
 

5.9.1.1.2 Identification and calculation of brand-related cash outflows  

To be able to apply the brand valuation model proposed here, it is necessary to 

calculate the discounted present value of future cash flows. This is done by subtracting the 

receipts from expenditures. Therefore, the identification of brand-related expenses and 

their allocation to the respective brands play a key role in the valuation of brand equity. 

Thus, the identification of brand-related cash outflows requires the comparison of a brand 

product with a no-name product. Only expenditures, which do not arise from the 
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unbranded product belong to brand-related cash outflows. All other costs are 

product-related expenditures. To summarise, for the identification of the brand-related 

cash outflows it is necessary to determine all types of expenditures and assign them 

to the branded product and the unbranded product. Section 5.6.5 showed the necessary 

framework for generating and finding the relevant brand-related costs and investments in 

detail. Table 46 contains the results of the example of the Dictionary brand.  

 

Table 46: Brand-related expenditures caused by the Dictionary brand 

 (Year 1) EUR  
Production costs 80,000 
Personnel costs 100,000 
Distribution costs 110,000 
Administration costs 35,000 
Advertising expenses 450,000 
Other costs 50,000 
Brand-related cash-outflows (year 1) 825,000 

 

 

5.9.1.1.3 Calculation of the brand free cash flow  

Once the brand-related cash outflows have been combined to form the operational 

brand profit, tax payments and investments are deducted to arrive at the brand-

related free cash flow.  

 

In the example of the Dictionary brand, the marginal tax rate of 25.1% of the operating 

profit was used as the income tax rate. The investments in fixed assets are the same for an 

unbranded product so there are no brand-related differences here. There are differences in 

the investment in net current assets of EUR 100,000 as the inventories of the brand product 

Dictionary stock levels are kept higher than would be necessary for the unbranded product. 

Table 47 summarises the results of the determination of the free cash flow which can 

originally be attributed to the Dictionary brand in year 1.  
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Table 47: Calculation of the current brand free cash flow for the brand “Dictionary”  

 (Year 1) EUR  
Price premium of the “Dictionary” brand 3.77 
Volume premium of the “Dictionary” brand 319,600 pieces 

 
Brand-related turnover 1,204,892 
Brand-specific sales deductions -     200,000 
Brand-specific royalties +    250,000 
Brand-related cash inflows 1,254,892 
Production costs            80,000 
Personnel costs           100,000 
Distribution costs           110,000 
Administration costs           35,000 
Advertising expenses           450,000 
Other costs           50,000 
Brand-related cash outflows 825,000 
Brand earnings before taxes  429,892 
Income tax rate (25,1%) 107,903 
Brand earnings after taxes 321,989 
Investments in fixed assets 0 
Investment in net current assets 100,000 
Brand free cash flow 221,989 

 

5.9.1.2 Forecast of future brand free cash flows 

In the example, the calculated brand free cash flow amounts to EUR 221,989 and 

relates to the year 1. This amount could be directly capitalized by using the perpetual 

annuity for the monetary brand valuation. In the proposed brand valuation model, this 

figure serves as a starting point for the forecasting of further future brand free cash 

flows. Here, it is necessary to assess how the activities of the marketing mix influence 

the elements of the brand free cash flow via the qualitative factors in future.  

  

As the effects of brand strategies extend over a very long period and are therefore 

subject to a high degree of uncertainty, it is advisable that experts estimate the future  

development of the parameters of brand free cash flow. Using expert opinions 

appears to be essential for long-term forecasting as future brand free cash flows cannot be 

performed satisfactorily on the basis of market data alone (Sattler, 1997). On the 

other hand, the assessment by experts also has the disadvantage of a high degree of 

subjectivity. The selection and number of possible experts is therefore decisive in 
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the proposed brand valuation model. Sattler (1997) favours using third-party experts 

especially for the demarcation of brand-related cash-outflows, as this promises a lower 

degree of subjectivity than an in-house expert. In the interest of cost efficiency the 

developed brand valuation model proposed here also accepts in-house experts as the 

use of external experts is deemed to be considerably more cost- and time-intensive. 

Moreover, an in-house expert will generally have much more accurate knowledge of 

the company and brand situation (Low and Mohr, 1992). In order to counter the general 

criticism of the subjectivity of expert estimates and to pursue a practicable and efficient 

approach when forecasting future brand free cash flow, the proposed brand valuation 

model aims at combining results from test market simulations and expert estimates. Test 

markets are where consumer surveys are used to explore the short- to medium-term 

influence of brand-related measures on the price premium and sales volume. The long-term 

development of the brand free cash flow is estimated by in-house and external experts.  

 

For how many years the brand free cash flow needs to be forecasted in each brand 

valuation case depends on the estimated life of the brand. The next section discusses 

the determination of the planning horizon and also answers the question of the 

estimated life of a brand. 

 

5.9.1.2.1 Determining the planning horizon 

The number of years the brand free cash flow needs to be forecasted for, depends on the 

estimated life of the brand in each brand valuation case. The next section discusses the 

determination of the planning horizon and also answers the question of the 

estimated life of a brand.   

 

Determining the length of a brand’s life  

The life of a brand depends on how long a return in excess of the required cost of 

capital (see Section 5.9.1.2.2) can be generated from a certain brand. It is generally 

more difficult to predict the economic (useful) life of a brand than that of tangible 

assets, e.g. production equipment. Analysis tools like depreciation tables, life cycle 

models, and technological change rates cannot be used alone to estimate the economic life 

of a brand (Smith, 2002). The judgement of in-house experts is therefore needed to 
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forecast the life of a brand. The researchers differ on the question whether a brand 

can have an indefinite life. Some authors argue that the life of brands will end at some 

point, as is the case with all other assets (Smith, 2002; Smith and Parr, 1994). Some 

authors, on the other hand, assume that brands can potentially have an indefinite 

life provided it is adequately maintained (Reilly and Schweihs, 2000). The fact that the 

theoretical useful life of brands is limited neither by legal or contractual rulings nor 

by physical or technological obsolescence is an indicator in favour of an indefinite 

life of brands (Reilly and Schweihs, 1999). Therefore, in such cases, it can be assumed 

that they will not lose in brand strength and brand equity in the future. In general, the 

author agrees with this second view by analogy to the general business valuation, which 

also assumes that the company being valued will exist indefinitely. However, in cases 

were the life of a brand is planned for a certain horizon it is important to use this. 

 

Determining the planning horizon 

Once the residual useful life of a brand has been estimated by the experts, the next 

step is to adequately reflect the time horizon in the valuation model. Two phases 

are considered.  

(1) For an explicit planning period, the brand free cash flow is forecasted in 

detail for the individual years.  

(2) For the residual life of the brand, the residual value formula is applied 

(Copeland et. al, 2000).  

The reason for this division into two phases is the fact that it is not possible to 

forecast brand free cash flows in detail over many years. Sattler (1997) states that 

the brand valuation results based on a conjoint analysis can be used for an explicit 

planning period of three years. He explained that the experts he asked only expect 

minor changes in the value of the brands examined over a period of five years. This 

means that detailed forecasting of the brand free cash flow is possible over a 

period of up to five years. All other years after the explicit planning period are 

included in the analysis, using a terminal value formula. The terminal value is the 

present value at a future point of time of all future cash flows considering the 

assumption that there is an infinite stable growth rate (Copeland et. al, 2000). 
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n
n iKK )1(0 +×=  (F  5) 

where: 
Kn = nominal value of a cash flow amount in a future period n 
K0  = discounted present value of the future cash flow (Kn) 
i  =  interest rate ,        n       = number of periods (years)  
 

The classification into an explicit planning period and a residual period is based on the 

assumption that no brand can yield a return indefinitely which permanently exceeds the 

required cost of capital (rbrand) (Günther, 1997). If the market is attractive more and more 

competitors can be expected to enter the market until the return and the required cost of 

capital align with one another (Rappaport, 1999). For the residual period it is therefore 

assumed that reinvestment in a brand will not increase its value further because the return on 

the reinvestment only just corresponds to the required cost of capital (Copeland et al., 2000).  

 

Table 48: Derivation of all future brand free cash flows for the “Dictionary” brand 

Year 1 2 3 4 5 6+ 

Price premium  3.77 3.80 3.90 4.00 4.10 4.14 

Volume premium  319,600   322,000   325,500   330,000   340,000   343,400   

Brand-related turnover 1,204,892   1,223,600   1,269,450   1,320,000   1,394,000   1,407,940   

Brand-specific sales deductions 200,000   175,000   150,000   150,000   150,000   151,500   

Brand-specific royalties 250,000   250,000   300,000   300,000   300,000   303,000   

Brand-related cash-inflows 1,254,892   1,298,600   1,419,450   1,470,000   1,544,000   1,559,440   

Production costs 80,000   85,000   90,000   92,500   97,500   98,475   

Personnel costs 100,000   110,000   115,000   115,000   120,000   121,200   

Distribution costs 110,000   110,000   110,000   115,000   115,000   116,150   

Administration costs 35,000   32,000   30,000   30,000   27,000   27,270   

Advertising expenses 450,000   500,000   470,000   450,000   500,000   505,000   

Other costs 50,000   45,000   45,000   40,000   40,000   40,400   

Brand-related cash-outflows 825,000   882,000   860,000   842,500   899,500   908,495   

Brand earnings before taxes  429,892   416,600   559,450   627,500   644,500   650,945   
Income tax rate (25.1%) 107,903   104,567   140,422   157,503   161,770   163,387   

Brand earnings after taxes 321,989   312,033   419,028   469,998   482,731   487,558   

Investments in fixed assets 0     0     0     0     0     0     

Investment in net current assets 100,000   90,000   90,000   95,000   95,000   95,950   

Brand free cash flow 221,989   222,033   329,028   374,998   387,731   391,608   

 

Table 48 reproduces the figures used for the calculation of the free cash flows of the 

Dictionary brand. In the example it is assumed that the example Dictionary brand 

has a lifetime of 15 years and a residual year has been added after the explicit 
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planning period of five years. This is an extrapolation of the last planned year 5 in 

which all positions have been increased by the inflation rate of 1%. The residual year 

is incorporated into the calculation of the terminal value which covers the ten further 

years after the explicit planning period.  

 

5.9.1.2.2 Determining the adequate discount rate  

Once the future brand free cash flow has been determined, the last step is the present 

value calculation of these parameters. An adequate discount rate (rbrand) which can be 

used to discount the future brand free cash flow to the current point in time (present or fair 

value) has to be determined. An adequate discount rate reflects the risk estimated by 

investors for the required return on investment and must not be confused with the return 

actually generated by this investment. Thus, the discount rate fulfils two functions 

(Brealey and Myers, 2001; Copeland et al., 2000). On the one hand, the discount rate 

takes into account the fair value of money. On the other, it also contains a premium 

for the specific risk entailed in the brand. Two different approaches can be used to 

implement the brand-related brand risk premium, namely direct determination and 

indirect determination of the adequate discount rate. Both approaches are discussed 

below. The basic idea of both methods is that a brand can be treated like a division or 

project of a company (Volkart, 1997).  

 

5.9.1.2.2.1 Direct method for determining the discount rate 

The direct method for determining the discount rate attempts to determine the 

brand-related cost of capital without detours. The idea is as follows: if a beta that 

reflects the risk of the brand can be determined, a direct brand-related discount rate 

can be identified. According to the Capital Asset Pricing Model (CAPM) the 

following applies: 

)( fmarketbrandfbrand rrrr −+= β  (F  6) 

where: 
rbrand  = discount rate of the brand 
r f  = risk-free rate of return 
βbrand  = beta coefficient of the brand 

rmarket  = rate of return of the market 
(rmarket - rf) = market risk rate  
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In the CAPM formulation the portfolio is the market portfolio that contains all high-

risk assets and so the rp terms in the formula are replaced by rmarket , the rate of return 

of the market. Despite the academic criticism of this method, the interviews showed 

that all the managers interviewed use the CAPM to derive the cost of capital in their 

companies. In the context of modern finance, the cautious adherence to the CAPM is 

recommended, despite the obvious problems with the classical CAPM concept 

and the absence of better alternatives (Volkart, 2001; Brealey and Myers, 2001). 

 

The market risk premium is the difference between the return of the market portfolio and 

the risk-free interest rate, which are exogenous and can be derived from market data 

(Volkart, 1999). To determine the brand- related discount rate the brand-related 

beta factor (β) has also to be identified.  

 

The determination of the brand-related cost of capital by using the direct method is 

shown in the example of the Dictionary brand (see Table 49).  

 

Table 49: Example of the direct method for determining the discount rate  

Given external parameters  Determination of the discount rate 
 r f 

(rmarket – rf) 
σmarket 
σbranch 
σbrand 
ρbranch, market    

4.0% 
4.7% 
35% 
40% 
38% 
0.87 

 

 

marketbrandmarketbranch ,, ρρ =  

βbrand = 0.87 x 38% / 35% 
  
rbrand = 4.0% + 0.94 x 4.7% 

. 
0.87 
0.94 

 
8.4% 

 

On the one hand, the capital market orientation of many input parameters is a 

positive aspect of the direct method for determining brand-related discount rates. 

On the other hand, it is difficult to derive the brand beta.  

 

5.9.1.2.2.2 Indirect method for determining the discount rate 

The starting point for the indirect method, which considers brand-related risk, is the 

Weighted Average Cost of Capital (WACC) method. The indirect method circumvents 

the determination of the brand-related beta factor and thus also the restrictive 
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assumption that the brand-related yields and the industry or branch yields correlate 

with the market yield. By evaluating the consumer-based indicators influencing the 

brand strength it is assessed whether a mark-up or a mark-down of the WACC is 

justified for the determination of the brand-related cost of capital. With the qualitative risk 

valuation an inverse relationship between brand strength and the required cost 

of capital can be identified and analysed. In general, this means that the free cash 

flow from strong brands normally has a lower risk (Keller, 2003; Srivastava and 

Shocker, 1991) and vice versa i.e. that the free cash flow from weak brands normally 

has a higher risk. In accordance with the subjective appraisal of the factors a risk mark-up or 

risk mark-down of the WACC  of the brand-owning company is subjectively determined. 

The risk level, that is how high the risk resulting from the influencing factors is estimated 

to be the mark-ups and mark-downs of the WACC, will vary.  

 

The advantage of the indirect method to determine the brand-related discount rate is 

that it is simple to calculate and fast to implement. Another positive aspect is that the 

WACC of the brand-owning company is also used. Thus, it is assumed that the brand has 

the same financial structure and the same financial conditions as the whole company. 

This would appear to make sense unless, as is very rarely the case, explicit information is 

available on the financing structure of the specific asset brand. When deriving the 

WACC of a company not the current capital structure but a cost-optimum target capital 

structure at market values is assumed; this means that this target capital structure is also 

integrated in the brand-related cost of capital (Copeland et al., 2000). The disadvantage of 

the indirect method to determine the discount rate is that the assessment of the 

qualitative influencing factors and the determination of mark-ups and mark-downs 

are subjective to a certain extent.  

 

The example in Table 50 shows the determination of the discount rate for the Dictionary 

brand by using a qualitative risk assessment based on the factors influencing the strength 

of the brand. The qualitative valuation of influencing factors can be low, medium or high. 

When a consumer-based indicator has a high influence on the brand strength there 

is a mark-down of 0.5% and vice versa, i.e. when the impact of a consumer-based indicator 
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on the brand strength is low there is a mark-up  of 0.5%. A medium factor does not have 

an impact on the discount rate. The WACC is assumed to be 10%. 

 

Table 50: Example of the indirect method for determining the discount rate  

Consumer-based indicators Influence of the indictor 
on the brand strength 

Mark-up (+) or mark-
down (-) of the WACC 

Brand awareness 
Brand image/associations 
Perceived quality and benefit 
Satisfaction 
Brand loyalty 
Sympathy 

High 
High 

Medium 
Low 
High 
High 

- 0.5% 
- 0.5% 
±0.0% 
+ 0.5% 
- 0.5% 
- 0.5% 

Sum of mark-ups (+) and mark-downs 
(-) on the WACC 

 
-1.5% 

WACC of the brand owning company  10,0% 
rbrand  8.5% 
 

As neither of the two methods presented for the determination of the adequate discount 

rate is clearly superior, the decision as to which method will be preferred in a 

specific case should be based on the available information.  

 

5.9.1.3 Calculating the basis brand value 

All elements needed to determine the basis value of a brand by means of the proposed 

concept for market valuation have now been discussed. Table 51 shows the determination 

of the basis brand value of the Dictionary brand.  

 

Table 51: Calculation of present value brand free cash flow for year 1 – 5 

Year 1 2 3 4 5 6+ 
       
Brand free cash flow 221,989   222,033   329,028   374,998   387,731   391,608   
       
Discount rate (i = 8.5%)    (1+i)-n 0.922 0.849 0.783 0.722 0.665 0.613 
       
Discounted brand free cash flow 204,598    188,607   257,599   270,589   257,858    
       
Present value brand free cash flow 
(= Sum of discounted brand FCF year 1 - 5)    1,179,251    
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Table 52: Calculation of present value brand free cash flow for year 6 - 15 

Year (n1) 6 7 8 9 10 11 12 13 14 15 

Year (n2) 1 2 3 4 5 6 7 8 9 10 

           
Terminal value rate  
(i = 1,0%)    (1+i)n2 

1,010 1,020 1,030 1,041 1,051 1,062 1,072 1,083 1,094 1,105 

            
Terminal value (Kn) 
K0 = 387,731 (year 5) 

391,608 395,524 399,479 403,474 407,509 411,584 415,700 419,857 424,055 428,296 

            
Discount rate  
(i = 8.5%)    (1+i)-n1 

0,613 0,565 0,521 0,480 0,442 0,408 0,376 0,346 0,319 0,294 

            
Discounted terminal 
value   

240,034 223,442 207,997 193,619 180,235 167,776 156,179 145,383 135,334 125,979 

Present value brand free cash flow 
(= Sum of discounted terminal value year 6 - 15) 

     1,775,978 

 

Table 53: Calculation of the basis brand value for Dictionary brand 

Present value brand free cash flow 
(= Sum of discounted brand free cash flow year 1 - 5) 

1,179.251 

  
Present value brand free cash flow 
(= Sum of discounted terminal value year 6 - 15) 

1,775,978 

  
Basis brand value for Dictionary brand 2,955,229   
  ≈  3 million EUR  
 

The basis brand value for the Dictionary brand amounts to EUR 2,955,229 or 

around EUR 3 million (see Table 53).  

 

5.9.2 Brand extension value 

The interviews revealed that in practice brand extension potential is a very important 

aspect for managers (see Section 4.2.5.4). Marketing managers see the potential of a 

brand extension as a further elementary and important value driver for the brand in 

order to generate future income. The proposed brand valuation model therefore 

attempts to consider this aspect. Once the basis value has been determined (see 

Section 5.9.1.1), the question raised is whether a brand can be transferred to new 

products or markets to increase their value. This shows the total value potential of a 

brand. If the question of brand extension potential for the brand is answered in the 



The development of the proposed band valuation model 

 297 

affirmative, the value of the brand extension potential has to be added to the basis 

value to arrive at the total brand equity.  

 

5.9.2.1 Techniques for valuing brand extensions 

This section does not intend to provide a qualitative description of brand extension 

and the factors which determine the prospects of success of a brand extension (e.g. 

Hem et al., 2003; Grime et al., 2002; Czellar, 2003). The focus is the financial valuation 

and the calculation of the brand extension. Literature has paid very little attention to this 

aspect to date (Sjödin, 2006). Various valuation techniques have been used to determine 

the value potential of a brand extension. In the following, three examples are presented: 

(1) Sattler (1998), bases his model on a consumer survey in which promising markets 

are identified. This is followed by forecasting the determined brand-related cash inflows and 

outflows on the transfer market.   

(2) In their model, Rangaswamy et al. (1993) attempt to determine the extension 

potential of a brand directly via a benefit function. They make the assumption that 

brand extension potential is a function of the benefit which the brand creates. How 

the extension capital is quantified is not explained.  

(3) Schlaberg (1997) is of the opinion that it is impossible to directly quantify the 

value of a brand extension due to the high degree of forecast uncertainty. Therefore 

he proposes approximating the value of the brand extension potential by disclosing the 

difference between a discounted cash flow calculation with successful brand extension 

and a discounted cash flow calculation without extension.  

 

What all these three approaches have in common is that the methods are not adequate 

for brand valuation. In the proposed brand valuation model, the value of a potential 

value-enhancing brand extension is added to the basis value to determine the total 

brand equity. Therefore, it would be consistent to use the cash flow approach again, 

although it has the limitation that it is assumed that the brand extension being valued 

carries the same risk over its entire life (Sjödin, 2006). For brand extensions this is a 

very unrealistic assumption (Mun, 2005). 
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5.9.2.2 Real options analysis for valuing brand extensions 

It would therefore appear appropriate to use a method that diverges from the pure free cash 

flow method to determine the monetary value of a brand extension potential, namely the 

additive real options analysis (Dias and Ryals, 2002). The real options approach captures the 

consequences of managerial flexibility  more appropriately (Sjödin, 2006). 

 

Real options are a means of capturing the flexibility of management to address 

uncertainties as they are revealed (Mun, 2005). Real options analysed in connection 

with investment calculations are relatively widespread today both in literature and in 

practice. The use of real options by contrast is relatively new in combination with 

brand extension valuation (Bucher et al., 2002). Real options are a refinement of 

financial options (Amram and Kulatilaka, 1999) and represent economic scope for 

action rather than legal rights (Koch, 2000). This economic scope for action is often 

tied to various conditions or even interdependent (Bucher et al., 2002). The real options 

differ from financial options in that they pertain to real goods and not financial contracts. 

When using an additive real options analysis the first step is to identify the options 

available to a company. These are then valued. Subsequently, the option values are 

added to the free cash flow value that has already been determined (Bucher et al., 2002).  

 

Table 54: Components of additive real options (based on: Bucher et al. 2002: 780; 

Copeland and Antikarov 2003: 110) 

Characteristics Additive real options 
Strike price Present value of investments 
Base value Present value of the expected cash flows 
Volatility Volatility of the expected cash flows 
Residual life Term of the real option 
Dividends Cash outflows of all periods (Leakage) 
Risk-free interest rate Risk-free interest rate  

 

The possibility of transferring a brand to a new product or a new market represents 

an implicit call option. Such a real option can only be correctly valued with the real 

options analysis. If one considers the free cash flow method, which like all income 

approach valuation methods works with a stable cost of capital rate, it can be seen why the 
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income approach methods cannot be used to value options (Mun, 2005). An option 

changes constantly in terms of risk character and value character over its limited life. 

The discount rate in the free cash flow method would therefore have to be adjusted 

continuously (Mun, 2005). The constantly changing future earnings requirement does not, 

however, play a role in option pricing.  The real options analysis does justice to this 

fact by mapping the risk of an investment in the volatility of the possible future 

profits  and not in the discount rate (Volkart, 2001). 

 

5.9.2.3 Determining the brand extension value 

To determine the brand extension value it is necessary to (1) consider the steps of 

identifying the transfer markets (see Section 5.9.2.3.1), (2) define parameters for the 

use of the additive real options analysis (see Section 5.9.2.3.2), and (3) calculate the 

value of the real options (see Section 5.9.2.3.3). 

 

5.9.2.3.1 Identifying transfer markets 

First, promising transfer markets and thus any implicit options have to be identified. 

“Options rarely come with a large label attached. Often the trickiest part of the problem is 

to identify the option.” (Brealey and Myers 2001: 594). Generally speaking, a large number 

of different markets can be used as potential transfer markets for a brand. Therefore, a 

suitable approach needs to be found to identify the promising transfer markets. Sattler 

(1997) suggested using a checklist to go through the factors which influence the success of 

a brand extension. His check list contains 17 factors (see Appendix H on page 483). 

 

5.9.2.3.2 Defining parameters for the use of the additive real options analysis 

Once promising markets for a brand extension have been identified in this way, the 

parameters for the use of the additive real options analysis have to be defined for 

every single market (see Table 55).  

 

 

 



The development of the proposed band valuation model  

 300 

Table 55: Defining parameters for the use of the additive real options analysis 

Parameters Defining parameters 

The strike price The strike price used for real options is the present value of the 

fixed costs. The present value of the expenditures which are 

associated with the option generally have to be earned again to 

make it worthwhile to exercise the option. The amount of the basis 

brand value consists of the present value of future free cash flows. 

Volatility The uncertainty attached to the future free cash flows is referred 

to as volatility .  

The term of the 

option 

With the exception of patents, which have a precise expiry date, it is 

extremely difficult to determine the correct residual life, particularly 

in the case of strategic projects. The cash outflows during the life of 

the option may represent costs incurred to maintain the option.  

 

5.9.2.3.3 Calculation the value of the real options 

The value of the real options can be calculated by entering the input parameters into 

an option price model (e.g. Black-Scholes model or binomial model). Together with the 

discounted cash flow value the sum of the individual option values is the business 

value. The Black-Scholes Model is a mathematical model of the market for an equity, in 

which the equity’s price is a stochastic process (Hitchner, 2006). The Black-Scholes Model 

is a special type of binominal model in which the number of intervals considered tends 

towards infinite and the time between the intervals tends towards zero (Damodaran, 1996). 

 

The complex task of mapping the implicit call option commences with the parameters 

strike price and basis value. The analysis of these two parameters should be carried 

out by in-house experts as they are best able to estimate the brand free cash flow and 

the capital expenditures involved in the transfer market and/or transfer product. The 

base value of the option is determined by means of a present value consideration of 

the anticipated additional brand free cash flow before deducting additional capital 

expenditures. By analogy of Section 5.9.1, it has to be estimated how high the present 

value of the brand free cash flow is on the transfer market if the brand extension is 
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actually carried out. When determining the basis of brand value it becomes apparent that 

the additive real options analysis cannot be applied in isolation from other valuation 

techniques. A total planning horizon of 15 years has again been selected. The brand-

based capital expenditures are, however, not subtracted as they are considered in the option 

valuation in the form of the strike price. The present value of the anticipated 

capital expenditures for the brand extension serves as the strike price.  

 

In the example the Dictionary brand had the opportunity to use the Dictionary brand 

to label another book series brand which was recently included in the assortment after a 

takeover. The brand strength of the Lingua brand is rated low. The product that has 

been taken over has other language combinations than the Dictionary brand products. The 

above approach using the checklist and consumer surveys revealed that the potential 

for a successful brand transfer is intact. The present value amounts to EUR 400,000. The 

present value of the estimated brand free cash flow on the transfer market amounts to 

EUR 415,000 and is relatively low in proportion to the anticipated sales of the new 

branded product. This can be attributed to the intensive advertising campaign. Moreover, 

the volatility of the anticipated future earnings of the brand on the transfer market is 

rated higher than the volatility of the future earnings of the brand on the original market. 

With a value of 50% it is twelve percent points higher than the standard variance of 

the brand free cash flow on the original market derived in Section 5.9.1.2.2.1 (σbrand = 38%). 

The investment window is restricted to one year as the management of the company requires 

a realignment of the strategy for the product that has been taken over within this period. 

 

American option 

For the valuation of the American option it is possible to use the Black-Scholes Model, 

despite the fact that this model was developed to derive the value of European options and 

the option to be valued here is an American option (Kolb, 1999). The value of an 

American call option corresponds exactly to the value of a European call option provided 

there are no cash outflows before the expiration of the option. “For calls on a non-dividend 

paying stock, early exercise is never rational, and the price of an American and European 

call will be the same.” (Kolb, 1999: 462). In addition, the decision about the brand extension 

has to be made within an estimated period of one year. This means that the real 
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option is an American option with a term of one year. American options differ from 

European options in that they can be exercised at any time before the end of the term. 

European options by contrast can only be exercised at the end of their term (Kolb, 1999).  

 

Continuous risk-free interest rate 

Finally, the last parameter needed for the valuation of the option is the continuous 

risk-free interest rate (i), which is based on then risk-free interest rate (r f) and has 

for the example already been determined in Section 5.9.1.2.2.1 when the researcher 

calculated the adequate discount rate. The risk-free interest rate amounts to 4.0% per 

year. To arrive at precise option values, the risk-free interest rate is transformed into a 

continuous interest rate that is essential to the Black-Scholes model (Volkart, 2001): 

I = ln  (1 + rf)  F  7 

where: 
ln = natural logarithm;   rf = risk-free interest rate 
 

In this example, the continuous interest rate is 3.922%:  ln (l + 0.04) = 3.922% 

 

The Black-Scholes Model 

Having determined all the necessary parameters for the valuation of the real option, 

the process of how the value of a call option is calculated by means of the Black-

Scholes Model is explained in the following: 

C = S × N(d1) – PV(X) × N(d2) F  8 

where: 
C  = Price of the call-option,      S  = base value / stock price 
PV(X)  = Present value of the exercise price X  
N(d)  = Cumulative normal distribution function of the value ‘d’ 
 

The option value C, the price of the call-option, is the difference between the stock 

price S multiplied by N(d1), the number of shares, and the PV(X), the present value of 

the exercise price X, multiplied by N(d2), the amount of credit in the replication portfolio 

(Volkart, 2005). The term N(x) stands for the cumulative probability of a standard normal 

distributed variable in point x. The values for N(d1) and N(d2) can vary between 0 and 1. 

Graphically, N(d1) and N(d2) can be displayed as areas under the probability density function 
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of a standard normal distribution up to a certain d-value (Bohley, 2000). As the total area 

under the probability density function of a standard normal distribution is one, the N(d) 

values must be between zero and one. The N(d1) value can be interpreted as the delta of the 

option. The delta of an option shows the sensitivity of the option value to changes in the 

base value. The delta of a call option is always positive and ranges between zero and one 

(Kolb, 1999). The N(d2) value, on the other hand, corresponds to the exercise probability. 

Not however the effective probability, but the pseudo-probability applicable for a non-risk 

investor (Volkart, 2001). The most common notations of  d1 and d2 are as follows: 
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Table 56 shows the given parameters for the valuation of the brand transfer potential. 

The calculation of the d-values and the N(d)-values by means of the additive real 

options analysis, and the actual option valuation for the example described above. 

 

Table 56: Calculating the value of the brand extension value (= call option) 

Given parameters for the valuation of transfer potential:    
Basis value for the brand extension (S) 
Strike price (X) 
Volatility (σ) 
Residual lifetime  (t = year) 
Cash outflows  
Risk-free interest rate (rf) 
Continuous risk-free interest rate (i) 

415,000 EUR 
400,000 EUR 

50 % 
1.0 

0 EUR 
4.0% 

3.922% 

 

 
1. Deriving the d-values and the N(d)-values: 
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150.039396.012 ×−=×−= tdd σ  =  
 
N(d1) =  
N(d2) =  

-0,09637 
 

0.65676 
0.46161 

 

 
2. Calculating the value of the call option (= brand extension value): 
 
C = 415,000 x 0.65676 – 400,000 x e-0.03922 x 1 x 0.46161 = 95,149 EUR 
 

The brand extension potential of the Dictionary brand is estimated at EUR 95,149.  

 

Table 57: Total brand value of the Dictionary brand (example) 

 EUR 
Basis brand value 2,955,229   
Brand extension value 95,149 
Total brand value for Dictionary brand 3,050,378 
 

The total brand value of the Dictionary brand, which is calculated by adding the 

basis brand value of EUR 2,955,229 and the brand extension value with a value of 

EUR 95,149, amounts to EUR 3,050,378. 

 

5.9.2.4 Summary 

Quantifying the brand extension potential in monetary terms it is still connected with a 

high degree of uncertainty. The most complicated part is the identification of the 

options associated with the brand and the correct determination of the option parameters. 

Due to the large degree of future orientation, the length of the horizon that has to be 

forecast and the assumptions that have to be made, the calculation of the brand value 

is subject to a certain degree of uncertainty. By attempting to identify and quantify 

real options inherent in a brand, the brand owners are compelled to look at the 

future prospects of their brand and to think about any possibilities of realising 

brand-related actions.   
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5.10 Considering uncertainty in the brand valuation process 

This section presents three analysis instruments which can be used to visualise the 

extent of uncertainty mentioned above. Due to the long-term future orientation , in 

principle several results are possible for the brand valuation. Therefore, the determined 

brand value and the decisions made on the basis of that value are subject to uncertainty. It 

should also be remembered that a large number of assumptions have to be made, which 

also increase the degree of uncertainty because the decision-maker does not know 

whether they are correct or not. 

 

When considering uncertainty, a distinction is made between risk situations and 

uncertainty situations. In a risk situation, the decision-maker obtains objective or 

less subjective results than in uncertainty situations, in which the decision-maker has 

no knowledge of possible results (Bamberg and Coenenberg, 2004). This uncertainty 

can be taken into account in the form of risk premiums or risk deductions from the 

useful life of brands, the cash returns and the discount rate (Perridon and Steiner, 2004). If, 

for example, the decision-maker intends to reduce uncertainty by adjusting the useful 

life of the brand, the useful life is decreased. The cash returns from the brand are thus 

spread over a shorter time period, which leads to a reduction in brand equity. Brand-

related activities must therefore pay over a shorter period of time in order to be of 

benefit to the organisation (Ehrmann, 2004). 

 

5.10.1 Sensitivity analyses 

Sensitivity analyses can be used in order to limit and protect against uncertain 

results, on account of the uncertainty inherent in the parameters of brand equity 

(Perridon and Steiner, 2004). The sensitivity of brand equity should be determined for all 

those parameters which seem to have a significant influence on the brand equity.  

The sensitivity analysis should disclose connections between the uncertain parameters 

which have been used and the brand equity arrived at on the basis of these parameters. In 

this way, one can examine how sensitively the brand equity reacts to a predefined 

variance of an input variable. In other words the sensitivity analysis visualises the 

influence of uncertain parameters on the brand equity (Günther, 1997).  
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To identify sensitive parameters, i.e. those parameters whose variation has a strong 

impact on brand equity, the parameters which are considered to be uncertain are changed 

into a higher value (change in the percentage) so that the valuer can see whether the variation 

causes a strong reaction to brand equity. The effects are analysed in detail by comparing 

the resulting changes in brand equity.  In this way the valuer can investigate how a change in 

the parameter influences brand equity. In the case of the proposed brand valuation 

model such parameters would be price premium, volume premium, capital expenditure, 

life time, growth rate of the brand free cash flow after the explicit planning period, 

and discount rate. A disadvantage of the sensitivity analysis is that only one input 

parameter can be varied in each case and thus only its isolated impact on the brand 

equity can be investigated. In reality this is rarely the case. However, varying several input 

parameters at the same time requires the consideration of function dependencies. In this 

context it is important to note again that in reality this is very rarely the case.  

 

5.10.2 Risk analysis 

More practice-based methods are the risk analysis and the scenario analysis which 

allow the valuer the simultaneous variation of several parameters. The aim of the risk 

analysis is to detect uncertainties in the planning process of projects, to identify potential 

variances from forecasts and to determine the resulting risk for the decision-maker. A 

risk analysis is a method which can be used to determine the probability distribution 

of a target value, in this case the brand equity. To this end the whole range of possible 

values of the influencing factors included in the analysis is determined (Sattler, 1997). 

 

The brand value of the proposed brand valuation model is the sum of the discounted 

future brand free cash flow as well as any value-enhancing extension potential. In the 

course of the development of the model uncertain input parameters were also identified. In 

Step 2 probable distributions have to be estimated for these uncertain input parameters, as 

a rule by consulting experts. These may be based on historical market data or on test 

market results. Estimated correlation coefficients can also be used to consider 

dependencies between the individual uncertain valuation parameters (Sander, 1994). 

With a larger number of input parameters the probable distribution of the brand value 

resulting from the distribution of the input parameters can only be calculated by means 
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of the Monte Carlo Simulation. In the Monte Carlo simulation, the values of the uncertain 

input parameters are simulated by means of sequences of random numbers whose frequency 

distribution correlates with the respective probable distributions of the related input 

parameters. By using the random sample a number of probable distributions are determined 

for each input parameter. This process is then repeated. After a sufficiently large number 

of simulation runs a sufficiently stable probable distribution of the brand equity is 

generated (Sattler, 1997).  

 

5.10.3 Scenario analysis 

In a scenario analysis all the uncertain input parameters of the brand valuation are 

also changed simultaneously. Unlike the risk analysis, however, it involves the concrete 

definition of a few scenarios. Usually, three different scenarios are selected: a pessimistic 

one (best case), a realistic one, and an optimistic one (worst case). In each case, the 

uncertain valuation parameters are adjusted accordingly.  The brand value determined 

using the detailed analysis is often used for the realistic scenario. The pessimistic scenario 

can correspond to a worst case, while the optimistic scenario can be a best case (Günther, 

1997). For the pessimistic (optimistic) scenario it is also possible to rate just a few 

input parameters more pessimistically (more optimistically). The range between the 

pessimistic and the optimistic scenarios indicates the interval for the uncertain brand 

equity and thus allows the valuer at least a rough risk assessment of the brand equity. 

 

5.10.4 Summary  

To summarize one can conclude from the analysis instruments presented above that 

they make it possible to visualise that the degree of uncertainty of a calculated points 

score is subjective and thus to obtain a deeper understanding of the valuation 

parameters. The results of the sensitivity analyses, risk analyses and scenario 

analyses can be used to define ranges for the brand equity which are to be preferred 

to an exact points score. 
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CHAPTER 6 

6 Case Study 

The following case study was carried out in collaboration with a bottled water 

producer in Bavaria (Germany). This case study was designed to demonstrate that 

the brand valuation model in this thesis works in practice and meets the identified 

requirements, in particular, for Research Questions 1 and 5 and serves as application 

“Instructions”. By following the case through from beginning to end possible questions or 

unclear points from the preceding chapters can be answered or clarified. 

 

Pledge of secrecy and the implications for this case study 

The subject company only agreed to participate in the case study in connection with 

a pledge of secrecy, which ensures the data used and results obtained will only be 

published after a certain time period has elapsed. In order to comply with these 

conditions the company is not named, the brand is labelled as “Brand A” and the 

picture of the branded product has been distorted to make it unidentifiable. All other 

information, i.e. statistics, history, product descriptions, etc. is real and unchanged to 

ensure the generation of consistent results. 

 

Structure of the case study  

This case study describes the preparation for the brand valuation (see Section 6.1). The 

focal points which resulted from the interest of the company management and the 

managers from marketing and accounting, as well as any additional findings derived 

during brand valuation are also presented. Finally, the results of the brand valuation (see 

Section 6.2) an interpretation  and recommendation of these results for the company 

(see Section 6.3) and conclusions of the case study relevant to the Research Questions 

(see Section 6.4) are presented. 

 

6.1 Necessary preparations for the performance of the brand valuation  

This section describes the preparations needed to obtain a valuation that takes 

account of the interests of the parties involved and at the same time answers the 

company’s questions. To be able to prepare the brand valuation precisely first the 
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focal points and objectives of the brand valuation had to be identified, in particular 

the consumer-based components. Second, other aspects had to be discussed and 

considered, such as the mode of implementation, the statistical requirements of 

controlling and the locations. Finally, the most important elements of the brand 

valuation also had to be developed, in particular the questionnaire and the brand-

related cost structure of the brand A. 

 

6.1.1 Requirements of market research 

With regard to the question if the brand valuation corresponds to market research, 

Jackson and Hague (2002) noted that market research can be applied to any market 

where buyers and sellers meet to exchange and increase value. A marketing research 

project begins with a carefully thought-out investigation plan that includes a statement of 

the management problem or opportunity, the research methodology to be used and a 

set of research objectives (Kuß, 2007). The quality of each stage of a marketing research 

project will either contribute to better decision making or will achieve an ever elusive goal 

(Wright, 2008). To ensure the quality of a research project the following steps should be 

considered:  

 

Table 58: Steps in a Marketing Research Project (Kuß, 2007: 13) 

 Considered in this case study 
1. Define the Management Problem Yes 
2. Specify Research Purpose 
 A. Identity Decision Alternatives 
 B. Determine Decisional Criteria 
 C. Indicate Timing and Significance 
of Decisions 

No 

3. State Research Objectives Yes 
4. Develop Research Design No 
5. Select Data-Collection Methodology No 
6. Determine Data-Analysis Methods No 
7. Design Data-Collection Forms Yes 
8. Define Sampling Methods Yes 
9. Collect Data Yes 
10. Analyze and Interpret Data Yes 
11. Present Results Yes 
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However, it should be remembered that by nature the brand valuation model focuses 

on the collection of certain data with a view to valuing a brand therefore it is not 

necessary to consider the Steps 2 and 4 of Table 58 relating to approach development as 

the model to be used already exists. The decision to use the brand valuation model 

already fulfils also Step 5 and Step 6. 

 

6.1.2 Objectives of the brand valuation by the company 

The company has various objectives and questions which need to be answered through the 

brand valuation of the Brand A and has to overcome a large number of brand-related 

obstacles in the next few years by implementing the changes, which aim to:  

(1) make good the losses in sales volume suffered in recent years,  

(2) reinforce the brand regarding the aspects that form a highly dynamic market, and  

(3) further improve the position of the brand compared to the competition. 

 

However, these objectives will involve a high level of spending in the next few years 

and, as previously mentioned, marketing increasingly has to justify and defend its 

expenditure, in particular for controlling and top-management. 

 

Objective 1: Support strategic brand planning  

Various brand strategy decisions concerning potential extensions to the product 

lines must also be in line with the brand image and the brand core to avoid 

contradictive communication which could undermine the positioning concept need to 

be made in the near future. The following question pertaining to the brand 

valuation model should be asked: What is the company’s current image in the 

minds of consumers and users and thus the starting point for strategic development? 

One of the objectives was therefore to identify the current image held by the consumers of 

the Brand A. To ensure that the survey is as comprehensive as possible both users 

and non-users familiar with Brand A have to be surveyed. 

 

Objective 2: Identify the “losses” arising from the consumer 

In order to be able to plan the re-launch of the brand the company needs to identify 

and analyse the “loss rates” at consumer level. Monitoring the process of increasing 
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product awareness, purchasing the brand product and finally generating customer 

loyalty to the brand is of importance here. It has not yet been possible to obtain 

precise information about these sources as the campaign failure was quite recent, 

namely in 2005 and 2006. The question regarding the brand valuation model is 

thus as follows: Where in the decision-to-buy process does the brand have the 

most “losses” at the consumer level and in which areas does the communication of the 

brand to be intensified so that the decision-to-buy process generates more purchases? 

These findings must be considered for the re-launch and the new campaign in 2009 

as they could have a positive cost effect on the brand budget. 

 

Objective 3: Benchmarking against rival brands (positioning check)  

The company must also analyse its current positioning situation in the bottled water 

sub-sector by identifying its most important rival brands in the sales territory 

(positioning portfolio) when refining the brand image. The company should ask 

and attempt to find answer to the following questions: 

1. which positioning areas contain no or very few competitor brands?  

2. how can the benefit resulting from an emotional brand be enhanced? 

3. how does the price premium differ from that of the competitive brands?  

The main objective of the brand valuation model is thus to investigate current 

competitor positioning and how this effects the overall positioning situation and the 

company’s own positioning strategy. 

 

Objective 4: Brand performance measurement for internal planning  

As a result of the company takeover and the integration of Brand A into the corporate 

group, the company is compelled to use its brand budget efficiently. The input-output 

character of the brand valuation model can provide the company with important 

information. The company intended to test the long-term effect of the brand valuation 

model and use it as an element for accounting. In this way, the company was taking a 

first step towards meeting the requirements identified by the group. Thus, the 

effectiveness of the brand valuation model in practice will be revealed after the test in the 

coming years and whether the generation of values and metrics were in accordance with 

the accounting requirements to ensure the acceptance and use of the metrics. 
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Objective 5: The monetary valuation and the price premium of the brand A 

Finally, the company had an interest in measuring the monetary brand value of  

Brand A and its development during the brand re-launch. The question regarding the 

brand valuation model refers to the precise monetary brand value. 

 

6.1.3 Sampling methods and sampling size 

This section defines the population of the study. This includes all the peoples, 

stores and places that are characterised by aspects that the management intends to 

measure (Wrenn et al., 2002: 22). Various parameters, such as (1) the survey locations, 

(2) the composition and number of persons surveyed (sample size), (3) the formulation 

of the questions in conjunction with the desired results, particularly in the consumer-

based part of the survey and (4) the conditions for the operational performance 

had to be defined prior to brand valuation. 

 

6.1.3.1 Choice of location  

To obtain a valuation that is as comprehensive as possible, the survey should cover 

the whole sales territory of the brand. The larger the sales territory the more difficult it is 

to meet this requirement, particularly in terms of the costs that the survey will entail. The 

sales territory of the Brand A is southern Germany where Munich, Nuremberg, Stuttgart 

and Frankfurt were selected in order to cover as much of the sales territory as possible.  

 

Figure 51: Selection of interview locations 
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As these cities are very large and evenly spread across the sales territory, (see Figure 

51) it can be assumed that it will be possible to find a sufficient numbers of interview 

partners within a reasonable period. As most Brand A sales are made in urban areas, 

the question as to whether rural areas needed to be included was negated. In this context it 

was also considered where in the previously selected cities the interviews should take 

place. Possible locations were pedestrian zones, shopping centres or larger specialist 

drinks retailers. The latter were selected in order to ensure that the interviewees were 

interested in purchasing beverages and had experience with brands, price brackets and 

product features of the beverages market. This decision allowed the reduction of the potential 

degree of uncertainty and lack of experience among the interviewees and thus, minimised 

the risk of distorted results.  

 

6.1.3.2 Number of interviews (n) (sample size) 

As already mentioned in Section 5.6.3.5.3, the interview sample size (n) should 

satisfy the required quality for statistical purposes. The sample size (n) also depends 

on the requirements of the accounting, which was involved in the preparation of the 

valuation and defined requirements to ensure a high quality sample. Despite having 

four different locations, controlling sees the sample as a single sample. The accountants 

defined the standard deviation σ in accordance with statistical requirements to ensure 

the quality of the sample and thus the sample size (n). They decided that the requirements 

for a threshold of the normal distribution of 90% is adequate for this first survey. Thus the 

standard deviation σ should be at least ±1.645σ. Additionally, they set the standard 

error x
σ   with a value of  x

σ  = 0.1 = 10% as a reliable value. This results in a value 

for n of 271 interview partners per location. By considering the sample as a whole 

despite the four different locations, controlling determined that 250 completed 

questionnaires per location were sufficient. 

 

6.1.3.3 Prerequisites of the surveyed consumers to define a price premium  

Here the prerequisites for the consumers to be interviewed were discussed to ensure 

that these consumers are able to determine the price premium. In this context the 

following questions are important: Do the consumers interviewed (1) not necessarily 
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have to know the brand, (2) know the brand, or (3) even use it regularly? After considering 

these three alternatives management decided that the consumers interviewed must at least 

know Brand A for two reasons. The first relates to the direct interpretation of the price 

premium which considers influencing factors such as awareness, image, associations, or 

even perceived quality which the consumer needs to develop and perceive a price premium for 

the brand concerned. The second is more pragmatic, i.e. if the valuation range were 

to be too wide the result of the valuation could be distorted because people who do 

not know the brand regularly estimate a brand incorrectly. Furthermore, it is impossible 

to evaluate something that is not known. 

 

6.1.3.4 Other necessary preparations  

(1) In order to prepare and carry out the survey the company decided to hire two 

students for an internship period of three months.  

(2) To avoid the distortion of the survey results it was decided not to use the 

markings that could show the Brand A.  

(3) As an incentive to participate in the survey and as a thank-you, interviewees 

received a 6-pack of mineral water.  

(4) It was originally planned to carry out the survey at the four locations within 3 weeks. 

Due to organisational problems with the specialist drinks retailers, the survey took 10 weeks. 

 

6.1.4 Drawing up the questionnaire for the brand valuation of the Brand A  

After the objectives had been defined it was necessary to develop and prepare a 

questionnaire. During this phase management emphasised that it was important that 

the respondents did not recognise that Brand A was the initiator of this survey 

during the interview. The questionnaire is presented in Appendix D on page 467. 

 

Brand awareness and brand sympathy 

Initially, it was important for management to know what status Brand A had in the minds 

of the consumers, i.e. whether Brand A was already in brand recall status in unaided recall, 

or had already reached top-of-mind, the highest status of awareness, as it was the first 

brand named in the unaided recall test (spontaneous brand awareness). In order to obtain 



Case Study 

 315 

as undistorted result as possible, the KO criterion , which the interviewee had to satisfy, was 

not asked until the second question. The interviewee has to know the Brand A. This 

requirement was derived from the nature of the price premium mentioned above. This question 

is decisive as to whether the interview had to be stopped or not. If the interviewee did not 

know Brand A, the interview was stopped at this stage. This question and the KO criterion 

made it possible to realistically survey brand awareness of Brand A and of the other 

brands. To avoid unnecessary repetitions the time limit the interview took and thus to 

avoid the interviewee becoming tired of the content, the questions about awareness 

and sympathy were combined. To avoid confusion or misjudgements regarding awareness 

and sympathy the interviewees were also shown images of the various brands. The number 

of other brands to be surveyed in addition to Brand A was determined to allow the 

managers to compare their own Brand A in a benchmark study, which could be integrated 

into strategic planning. Here, the risk was that interviewees tired quickly during the interview 

due to too many brands being considered. In this case study, management insisted on the 

inclusion of a larger number of brands, partly due to the regional nature of the brands when 

determining awareness and sympathy. The number of the other brands was reduced 

considerably in the course of the interview, i.e. only the primary competitive brands of the 

Brand A were taken into account. 

 

Brand usage 

This question was included for two reasons. The first reason was to take the value 

chain into consideration and find out how many consumers were convinced by the 

brand and wanted to buy it and how many were lost during the purchase process. The 

second was to ensure better appraisal and analysis of the answers. 

 

Price Premium 

One of the most important elements of the questionnaire was the determination of the 

price premium. To avoid results distortion due to the tiredness of the interviewees in 

this essential part these questions were positioned near the beginning of the questionnaire. 

First, questions about the unbranded No-Name product and the various brands (Brand A 

products and products of competitors) were asked. The brands of the competitors were 

divided into the variants Classic, Medium and Naturell. As Figure 52, Figure 53, and 
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Figure 54 show, the unbranded product was presented as a fictitious No-Name 

product (see Section 5.6.3.5.1). 

Figure 52: Illustration of the brand A product and the unbranded product (Classic) 

  

Figure 53: Illustration of the brand A product and the unbranded product (Medium) 

  

Figure 54: Illustration of the brand A product and the unbranded product (Naturell) 
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In addition, the number of rival brands of the individual variants Classic, Medium and 

Naturell surveyed, were kept as low as possible to avoid the interviewees getting tired and 

being apathetic when determining the maximum price they were willing to pay. Apathy to the 

naming of the maximum price they were willing to pay would have led to a distortion of the 

price premium which is calculated on that basis and the whole brand value. In this case 

study, the original list of rival brands for the various variants, drawn up by the managers, was 

too long and had to be reduced to a reasonable length with their cooperation. This 

“reasonable length” was determined by taking into account the complexity of the 

questionnaire, total interview time and the ability of the interviewees to concentrate.  

 

Brand image & associations 

Another indicator to be surveyed was the image in relation to consumer associations with 

the brand. To this end, the interviewees were first asked about their associations with an open-

ended type of question. Afterwards, they were asked about the features of brand personality of 

several brands, which the managers considered important from a communicative and 

positioning perspective for further strategic planning. The consumers interviewed assessed 

the items relating to brand personality by using a Likert Scale ranging from 1 to 5. To 

simplify the valuation, the Likert Scale was adjusted to school grades, i.e. Grade 1 

meant very good and thus also for strongly agree while grade 5 meant inadequate 

and thus for strongly disagree. All consumers interviewed were shown an image of 

the Likert Scale with the categories 1 to 5. Due to the large number of items relating to 

brand personality, four different brands including the Brand A were surveyed here. 

 

Perceived Quality 

This question was also asked as an open-ended question. To avoid indicating special 

interest in Brand A, the participants were told that the brands had been selected 

randomly. When asked about their experiences with the quality of the brand to date, 

consumers could answer freely and describe their perceived quality of the brand or 

product. At the end, the consumers interviewed were asked to give school grades for 

the perceived quality of Brand A and other selected brands, if they had any experience 

with them. This allowed the managers to assess the extent to which the interviewed 

consumers were bothered by the negative experiences they had made. 
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Brand satisfaction 

This question was also posed as an open-ended question allowing the participants to 

answer freely and describe their satisfaction with the brand/product. This question 

depended on the experiences which the participants had made with the Brand A. In the 

context of the evaluation of the answers the ranking allowed the analysis of the importance 

attached to the positive and negative arguments given. At the end the consumers interviewed 

were able to give school grades for their satisfaction with the Brand A and the other 

selected brands. This point was designed for the assessment of the experiences of the 

consumers, i.e. with the school grades the managers could also assess the extent to 

which the interviewed consumers were bothered by their negative experiences. 

 

Brand loyalty 

To do justice to the requirements of both marketing and accounting, brand loyalty 

was surveyed on the basis of the three levels described in Appendix G.6. The repeat 

purchase question was also open-ended, to which interviewees could answer freely 

and describe which mineral water brands they had purchased in the last eight weeks. 

To survey the attitude towards the brand the interviewees were asked whether they 

saw themselves loyal to the selected brands, which were presented. The third level of 

brand loyalty, cognitive loyalty, was determined by asking about the top-of-mind 

brand or product. This method was explained in connection with the topic brand awareness. 

 

Collection of other data 

At the end of the survey interviewees were asked about their gender, age and how 

many children lived in their household for statistical purposes. At later stages this 

information is particularly interesting for analyses of changes in positioning and 

communication developments. 

 

6.1.5 Determining brand-related costs 

This section describes how the brand-related costs were determined by the company. 

It was very advantageous that Brand A was the company’s only brand as the demarcation 

of the brand-related costs could be reduced to a reasonable level. To make the cost 

schedules more transparent it was decided not to use the original tables prepared by 
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the company. These tables were difficult to understand and were therefore reduced to 

a simpler, more comprehensible form. However, this reduction did not have any 

effect on the results of the values of the brand-related costs. 

 

6.1.5.1 Composition of the managers involved in the valuation 

As mentioned in previous chapters, it was important that the brand-related cost 

amounts determined through the valuation of the managers were as objective as 

possible. It was suggested that external managers should be consulted for this 

purpose, therefore it was decided to involve one external manager who was selected 

via the group network. This external manager was responsible for the controlling of 

another group subsidiary also operating in the non-alcoholic beverages business, thus 

ensuring his adequate knowledge of the typical characteristics, the economic 

situation and the future trends of the beverage industry. 

 

6.1.5.2 Determining the planning horizon (planning periods) and the discount rate  

Before determining the individual brand-related costs, it was important to fix the 

planning horizon. In this context management agreed that it was difficult to plan 

reliably for the next five years. It nevertheless made sense to plan these five years in 

detail as a shorter planning period leads to greater imprecision because the residual period 

would have been even longer. Thus, the explicit planning period was five years. 

The length of the residual life period of ten years was sufficient for the managers. 

A reduction of the residual period to five years, for instance, would not do justice to 

the potential of the brand and an extension to fifteen or twenty years would not 

consider the risk that the brand does not necessarily have an indefinite life. The 

managers therefore considered a total planning horizon of 15 years to be appropriate.  

 

The discount rate (rbrand) was prescribed by the parent company because it was 

calculated specifically for the Brand A, i.e. when Brand A was bought and used in 

the group valuations. So as not to infringe the principle of uniformity and continuity 

only the group’s current discount rbrand = 8.7% could be used. 

 



Case Study  

 320 

The increase in the discount rate (terminal value rate) for the residual life period was 1%. 

 

6.1.5.3 Strategic planning of sales volume development  

To be able to ensure reliable cost planning, it was necessary to draw up the sales 

planning as a basis for the calculation of the corresponding costs for the first five 

years. The managers did this in a two-step process. In the first step, they planned the 

annual sales increase of the total unit sales volume in bottles. Apart from the year 

2009, this was planned at a constant rate of 5%. The managers were confident they 

could achieve this annual in sales volume increase, particularly after the painful 

losses in the previous two years as a result of the image change, which was not accepted 

by the consumers. Since the image correction undertaken this year, the managers 

were confident that the unit sales and thus the sales revenue would recover. 

 

Table 59: Trend sales volume of the variants Classic, Medium and Naturell 

Year 2007 Year 2008 Year 2009 Year 2010 Year 2011 Year 2 012

Trend volume Classic, Medium and Naturell

Growth-rate trend volume Classic, Medium, Naturell 5% 10% 5% 5% 5%
Total 150,268,000 157,781,400 173,559,540 182,237,517 191,349,393 200,916,862

Trend volume Classic

Trend volume share Classic 37% 35% 31% 24% 21% 20%
Total sales volume Classic 55,599,160 55,223,490 53,803,457 43,737,004 40,183,372 40,183,372

Trend volume  Medium

Trend volume share Medium 55% 55% 57% 60% 60% 60%
Total sales volume Medium 82,647,400 86,779,770 98,928,938 109,342,510 114,809,636 120,550,117

Trend volume  Naturell

Trend volume share Naturell 8% 10% 12% 16% 19% 20%
Total sales volume Naturell 12,021,440 15,778,140 20,8 27,145 29,158,003 36,356,385 40,183,372

Total sales volume 150,268,000 157,781,400 173,559,540 182,237,517 191,349,393 200,916,862
Total growth-rate (2008-2012) 34%  

Source: Company research 
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In a second step the managers planned the development of the individual variants Classic, 

Medium and Naturell. The Classic variant was a source of concern for the managers. 

Market research had shown that there was a general market trend against mineral waters 

with a lot of gas. Only, a “hard” core of consumers, presumably men, would remain loyal 

to this variant. The managers estimated a decline in the Classic variant from the current 

37% to around 20% in the next five years. This represents a cause for concern because the 

Classic variant was the original core product of the Brand A. The decline of variants with a 

lot of gas was, according to the market research study, an advantage to the variants with 

little or no gas. This result was reflected in planning, in that the managers expected the 

annual unit sales volume of the Medium variant to increase strongly from the current 80 

million bottles to around 120 million, in five years. They expected the unit sales volume of 

the Naturell variant to triple.  

 

Overall, the managers anticipated an increase of 34% in the total unit sales in the 

next five years. They considered this to be realistic, particularly as, according to 

statistics, the per capita consumption of mineral water, would increase to around 145 

litres per capita in the coming years, at the expense of alcoholic beverages such as 

beer. The health aspect was becoming more firmly entrenched in the minds of the 

consumers. Additionally, the managers were sure that with a new communication strategy 

(advertising) they would be able to recapture lost market shares and lost unit sales. 

 

6.1.5.4 Brand-related product costs 

This cost group included all brand-related costs which have an impact on (1) the 

actual product, namely the mineral water itself, (2) the packaging and (3) the 

production-technical aspects involved in the production of the branded product. 

 

Table 60: Brand-related product costs for the year 2008 (Source: Company research) 

2008 Classic Classic Medium Medium Naturell Naturell
per unit (EUR) per unit (EUR) Quantity Total EUR Quantity Total EUR Quantity Total EUR

Clas/Med Naturell
Stable PET-bottles 0.01 0.02 55,223,490 552,235 86,779,770 867,798 15,778,140 315,563
4 colour lable print 0.005 0.005 55,223,490 276,117 86,779,770 433,899 15,778,140 78,891
Shrink foil/film for 6-pack* 0.03 0.04 9,203,915 276,117 14,463,295 433,899 2,629,690 105,188
Brand-related product costs 1,104,470 1,735,595 499,641

* unit price per 6-pack  
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The cost calculation for 2008 showed that the following three points which the managers 

classified as brand-related product costs were considered. First, the additional costs 

for the production of more stable PET bottles which are designed to ensure better handling 

when opening, drinking from or transporting the bottles increased consumer perceived 

quality and convenience. In addition, the bottles have a blue tint in order to give the 

impression of freshness,  i.e. water from the Alps in the eyes of the consumer. For the 1.0 

litre bottles for the variants Classic and Medium the additional costs per bottle came 

to 1 cent, for the 1.5 litre bottles for the variant Naturell they came to 2 cents per bottle. 

 

Table 61: Brand-related product costs (years 2009 – 2012) (Source: Company research) 

2009 Classic Classic Medium Medium Naturell Naturell
per unit (EUR) per unit (EUR) Quantity Total EUR Quantity Total EUR Quantity Total EUR

Clas/Med Naturell
Stable PET-bottles 0.01 0.02 53,803,457 538,035 98,928,938 989,289 20,827,145 416,543
4 colour lable print 0.005 0.005 53,803,457 269,017 98,928,938 494,645 20,827,145 104,136
Shrink foil/film for 6-pack* 0.03 0.045 8,967,243 269,017 16,488,156 494,645 3,471,191 156,204
Brand-related product costs 1,076,069 1,978,579 676,882

2010 Classic Classic Medium Medium Naturell Naturell
per unit (EUR) per unit (EUR) Quantity Total EUR Quantity Total EUR Quantity Total EUR

Clas/Med Naturell
Stable PET-bottles 0.015 0.025 43,737,004 656,055 109,342,510 1,093,425 29,158,003 583,160
4 colour lable print 0.01 0.01 43,737,004 437,370 109,342,510 546,713 29,158,003 145,790
Shrink foil/film for 6-pack* 0.04 0.06 7,289,501 291,580 18,223,752 728,950 4,859,667 291,580
Brand-related product costs 1,385,005 2,369,088 1,020,530

2011 Classic Classic Medium Medium Naturell Naturell
per unit (EUR) per unit (EUR) Quantity Total EUR Quantity Total EUR Quantity Total EUR

Clas/Med Naturell
Stable PET-bottles 0.015 0.025 40,183,372 602,751 114,809,636 1,148,096 36,356,385 727,128
4 colour lable print 0.01 0.01 40,183,372 401,834 114,809,636 574,048 36,356,385 181,782
Shrink foil/film for 6-pack* 0.04 0.06 6,697,229 267,889 19,134,939 765,398 6,059,397 363,564
Brand-related product costs 1,272,473 2,487,542 1,272,473

2012 Classic Classic Medium Medium Naturell Naturell
per unit (EUR) per unit (EUR) Quantity Total EUR Quantity Total EUR Quantity Total EUR

Clas/Med Naturell
Stable PET-bottles 0.015 0.025 40,183,372 602,751 120,550,117 1,205,501 40,183,372 803,667
4 colour lable print 0.01 0.01 40,183,372 401,834 120,550,117 602,751 40,183,372 200,917
Shrink foil/film for 6-pack* 0.04 0.06 6,697,229 267,889 20,091,686 803,667 6,697,229 401,834
Brand-related product costs 1,272,473 2,611,919 1,406,418  

 

Another aspect is the label. The coloured image required a four-colour print which is 

more expensive than the one or two-colour print of an unbranded product. These 

additional costs were duly considered. Due to the high print volume, the additional 

costs per label average around 0.5 cents for all variants. 

 



Case Study 

 323 

The bottles were packed in six-packs which avoids the use of heavy crates. The shrink foil 

used for the brand is thicker than standard foil and prevents the packaging from ripping. In 

addition this foil is branded in order to convey the emotional brand world of the Brand A 

to the consumer. Per six-pack, the additional costs for the variants Classic and Medium 

amount to 3 cents, for the Naturell variant the additional costs amounted to 4.5 cents per 

six-pack. These costs were extrapolated to the total number of bottles. For the subsequent 

years until 2012, the change in the sales volume of bottles was considered as well as the 

forecast increases in the individual cost items.   

 

6.1.5.5 Brand-related personnel costs 

Personnel costs included the costs of the employees in the marketing department as 

well as a share of the employees from sales. A marketing department would not be 

necessary for an unbranded product. The sales department also had more employees 

to maintain the service level for the retail outlets that wanted to offer the Brand A. 

This share was also classified as brand-related. No additional expense was required in 

production. 

 

Table 62: Brand-related personnel costs (years 2008–2012)( Source: Company research) 

Classic Classic Medium Medium Naturell Naturell
Umsatzabhängige Berechnung Quantity Total EUR Quantity Total EUR Quantity Total EUR

EUR Total sales vol. Sales vol. Clas EUR Sales vol. Med EUR Sales vol. Nat EUR
Year 2008 655,000 157,781,400 55,223,490 229,250 86,779,770 360,250 15,778,140 65,500
Year 2009 600,000 173,559,540 53,803,457 186,000 98,928,938 342,000 20,827,145 72,000
Year 2010 450,000 182,237,517 43,737,004 108,000 109,342,510 270,000 29,158,003 72,000
Year 2011 450,000 191,349,393 40,183,372 94,500 114,809,636 270,000 36,356,385 85,500
Year 2012 450,000 200,916,862 40,183,372 90,000 120,550,117 270,000 40,183,372 90,000  

 

The personnel costs were calculated on a pro rata basis for the individual variants 

Classic, Medium and Naturell. The respective share was derived from the turnover share 

generated by the variants. For subsequent years, the forecast changes in turnover were 

considered. In addition, the company was, however, compelled to cut personnel costs 

in line with the instructions of the new parent. These cuts also affected the marketing 

and sales department. The planned cost reductions had been considered. 
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6.1.5.6 Brand-related distribution costs 

The struggle for good places in retail between the various brands had intensified in 

recent years. Listing prices in retail outlets have increased dramatically in recent 

years, particularly in the mineral water industry, with its numerous regional brands. 

Every brand manager wants to generate higher sales by obtaining the best shelf 

space in beverage stores and space is limited.   

 

The distribution degree in retail was another cost factor. If a brand was not present 

in such a fiercely competitive industry like the mineral water industry, it is not 

bought and the consumer may even find a new preferred brand and change to this 

brand if he cannot find his preferred brand.  

 

The Brand A is not exempted from these distribution costs either. If these listing 

prices are calculated per bottle, they come to around 3 cents and this price is likely to 

increase in the coming years. 

 

Table 63: Brand-related distribution costs (Listungspreis)( Source: Company research) 

Listungspreis per unit (EUR) per unit (EUR) Classic Classic Medium Medium Naturell Naturell
Clas/Med Naturell Sales vol. Clas EUR Sales vol. Med EUR Sales vol. Nat EUR

Year 2008 0.03 0.03 55,223,490 1,656,705 86,779,770 2,603,393 15,778,140 473,344
Year 2009 0.03 0.03 53,803,457 1,614,104 98,928,938 2,967,868 20,827,145 624,814
Year 2010 0.04 0.04 43,737,004 1,749,480 109,342,510 4,373,700 29,158,003 1,166,320
Year 2011 0.04 0.04 40,183,372 1,607,335 114,809,636 4,592,385 36,356,385 1,454,255
Year 2012 0.04 0.05 40,183,372 1,607,335 120,550,117 4,822,005 40,183,372 2,009,169  

 

According to the calculations of the managers, transportation and logistics costs were 

not additional brand-related costs. These costs would also be generated to the same 

level for an unbranded product on condition that the same distribution degree is 

achieved for the unbranded product. The degree of distribution with an unbranded 

product was a matter of dispute in the cost allocation phase. Some of the managers 

were of the opinion that the unbranded product does not have such a high distribution 

degree, whilst others admitted that an unbranded product can have a high distribution 

degree. Ultimately, they agreed on a distribution degree of most 50% for the unmarked 

product. A distribution degree in excess of this is therefore allocated to the brand-

related distribution costs. The variant Classic currently has a distribution degree of 

80% in the core sales territory (red area in Figure 51), the variants Medium 70% and 
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Naturell 45%. In the remaining sales territory (green area in Figure 51) the average 

distribution degree for Classic is 65%, for Medium 60% and Naturell 30%. For figures in 

excess of 50%, the differential costs were allocated to the variants accordingly. For this 

reason, no costs for the distribution degree have been allocated to the variant Naturell 

for 2008. The allocation of these differential costs was done individually. The calculation 

of the differential costs has therefore not been presented here. Instead, the results of the 

differential costs have been appropriately allocated to the variants Classic, Medium and 

Naturell. The summary shows the forecast figures until the year 2012. 

 

Table 64: Brand-related distribution costs (Source: Company research) 

Degree of distribution Classic Classic Medium Medium Naturell Naturell
Degree EUR Degree EUR Degree EUR

Year 2008 80% | 65% 1,196,500 70% | 60% 1,695,500 45% | 35% 0
Year 2009 75% | 65% 1,055,500 75% | 65% 1,950,000 55% | 45% 185,000
Year 2010 70% | 65% 856,000 80% | 70% 2,250,000 60% | 55% 490,000
Year 2011 70% | 60% 755,000 85% | 75% 2,400,000 65% | 60% 700,000
Year 2012 70% | 60% 755,000 85% | 75% 2,750,000 70% | 60% 755,000

Total brand-related distribution costs
Classic Classic Medium Medium Naturell Naturell

EUR EUR EUR
Year 2008 2,853,205 4,298,893 473,344
Year 2009 2,669,604 4,917,868 809,814
Year 2010 2,605,480 6,623,700 1,656,320
Year 2011 2,362,335 6,992,385 2,154,255
Year 2012 2,362,335 7,572,005 2,764,169  

 

6.1.5.7 Brand-related promotion costs 

The managers assumed that advertising was not necessary for unbranded products. 

All advertising costs were therefore classified as brand-related promotion costs. These 

include poster advertising, radio spots, sales promotion campaigns, loyalty campaigns, 

special offers, sponsorships etc. The mineral water market is characterised by a high 

degree of advertising pressure and its peculiarity is its focus on expensive poster 

advertising in the main sales period from March to August/September, which drives up the 

advertising costs.  

 

The current strategic approach of the Brand A largely combines the communication 

for the Classic and Medium variants with the objective of exploiting cost synergies. 

As a result, the Brand A has a budget of around EUR 8 million for these two variants, 

although a high level of advertising pressure compared to competition must be 
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maintained. The future strategic development of the two variants favours the Medium 

variant, but also influences cost development. It is also planned to raise the annual 

advertising costs by around EUR 1 million over the next five years, to maintain 

competitive pressure in connection with the planned increase in sales volume. 

 

Table 65: Brand-related promotion costs (Source: Company research) 

Brand-related promotion costs

Year 2008 Year 2009 Year 2010 Year 2011 Year 2012
Classic 4,000,000 4,000,000 3,250,000 2,500,000 2,500,000
Medium 4,000,000 4,000,000 5,250,000 6,250,000 6,500,000

8,000,000 8,000,000 8,500,000 8,750,000 9,000,000

Naturell 2,000,000 2,500,000 3,000,000 3,500,000 4,000,000  

 

Strategically, the Naturell variant is communicated separately, in particular because 

another target group is addressed. The annual increase in advertising costs from EUR 

2 million to EUR 4.5 million over the next five years is particularly driven by the 

planned increase in sales volume of the Naturell variant. 

 

6.1.5.8 Brand-related administration costs 

These are the overheads arising from brand maintenance and are thus allocable to the 

brand. The managers allocated the determined total amount of EUR 150,000 in equal 

parts of EUR 50,000 to each of the three variants. 

 

6.1.5.9 Brand-related other costs 

The managers combined various costs in this item which could not be allocated to 

other points due to definition problems. These included some non-recurring activities 

for the brand image, but which the managers were unable to allocate directly to the 

above points. Similarly, costs for the upkeep of the company’s museum, which has 

been expanded into an Alps museum. A lump-sum of EUR 1.5 million per year is 

incurred for these activities, which were allocated to the variants in three equal parts. 
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Table 66: Brand-related other costs (Source: Company research) 

Brand-related other costs
Classic Classic Medium Medium Naturell Naturell

EUR EUR EUR
Year 2008 1,500,000 500,000 500,000 500,000
Year 2009 1,500,000 500,000 500,000 500,000
Year 2010 1,500,000 500,000 500,000 500,000
Year 2011 1,500,000 500,000 500,000 500,000
Year 2012 1,500,000 500,000 500,000 500,000  

 

6.1.5.10 Brand-related investments in fixed assets 

The managers allocated all investments in the coming years to the brand as brand-

related investments. The reason for this was that these investments had to be made at 

a very early stage due to the innovative power of the brand for the consumer. As a 

result the investments were still very high compared to unbranded products which 

would not necessarily follow these trends or, if they did, as “latecomers” at a much later 

point in time thus considerably reducing investments. These future investments 

related to the changeover to PET bottles combined with the planned increase in sales, 

modernisation of the filling plants and innovations in the bottle plant.   

 

6.1.5.11 Brand-related investments in working capital 

The management was unable to make a clear demarcation between investments in 

working capital which are brand-related or (unbranded) product related. These totals, 

according to the calculation were also incurred for an unbranded product. This meant 

that there were no brand-related investments in working capital. 

 

6.1.6 Calculation of the costs and the sales volume of the brand extension “Bio” 

As already mentioned, the management was contemplating a product launch as a brand 

extension. The new product group would consist of organic fruit spritzers on mineral 

water basis. This possibly new product group was referred to as Bio. “Bio” is the German 

term for “organic”. If the decision was positive, the product launch is to be carried out 

within a year (the launch would than be in 2009). This urgency was due to the fact that 

other brands had the introduction of organic fruit spritzers on mineral water basis in the 

past year and had enjoyed a significant increase in sales in this product group. If the Brand A 
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does not enter this area as soon as possible, the brand will lose its innovative character as 

organic fruit spritzers were currently seen as innovative by the consumer and, the Brand A 

will miss out on valuable sales as consumers who were interested in these products would 

already have found their preferred brand in this time. 

 

6.1.6.1 Strategic planning of sales volume development  

Before calculating the costs of the brand extension Bio, the sales volume needed to be 

projected for the years 2009 – 2013. The managers had planned very cautiously. On the one 

hand, because no historical figures exist for the new product line and on the other hand 

because the management did not have experience in this new market segment. The 

managers could not fall back on any experience as to how the consumers would respond to 

the new product line. It is true that this market segment is booming, but the consumer may 

react very hesitantly to this new offering in conjunction with the Brand A. 

 

Table 67: Sales volume “Bio” in bottles (Source: Company research) 

BIO

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013
Sales volume (bottles) 2,000,000 5,500,000 15,000,000 25,000,000 35,000,000

 

 

As can be seen from Table 67, the managers have projected a rather moderate start, 

particularly in the early stages of the new product line, starting with a sales volume 

of 2 million bottles for the first year 2009. This figure is the worst case alternative. 

For 2010, they assume that the number of bottles sold will double.  

 

6.1.6.2 Brand-related product costs 

The product packaging, will be the bottle packaging of the Naturell variant. This 

gives rise to brand-related product costs, which are based on the additional costs of 

the Naturell variant. 
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Table 68: Brand-related product costs “Bio”(2009-2013) (Source: Company research) 

2009 Bio Bio
per unit (EUR) Quantity Total EUR

Bio
Stable PET-bottles 0.02 2,000,000 40,000
4 colour lable print 0.005 2,000,000 10,000
Shrink foil/film for 6-pack* 0.045 333,333 15,000
Brand-related product costs 65,000

* unit price per 6-pack

2010 Bio Bio
per unit (EUR) Quantity Total EUR

Bio
Stable PET-bottles 0.02 5,500,000 110,000
4 colour lable print 0.005 5,500,000 27,500
Shrink foil/film for 6-pack* 0.045 916,667 41,250
Brand-related product costs 178,750

2011 Bio Bio
per unit (EUR) Quantity Total EUR

Bio
Stable PET-bottles 0.025 15,000,000 375,000
4 colour lable print 0.01 15,000,000 150,000
Shrink foil/film for 6-pack* 0.06 2,500,000 150,000
Brand-related product costs 675,000

 

2012 Bio Bio
per unit (EUR) Quantity Total EUR

Bio
Stable PET-bottles 0.025 25,000,000 625,000
4 colour lable print 0.01 25,000,000 250,000
Shrink foil/film for 6-pack* 0.06 4,166,667 250,000
Brand-related product costs 1,125,000

2013 Bio Bio
per unit (EUR) Quantity Total EUR

Bio
Stable PET-bottles 0.025 35,000,000 875,000
4 colour lable print 0.01 35,000,000 350,000
Shrink foil/film for 6-pack* 0.06 5,833,333 350,000
Brand-related product costs 1,575,000  

 

6.1.6.3 Brand-related personnel costs 

To be able to manage this brand extension Bio more effectively, two new product 

managers would have to be employed. These recruitments would trigger off 

estimated additional brand-related personnel costs of EUR 90,000. 
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Table 69: Brand-related personnel costs “Bio” (Source: Company research) 

Bio Bio
Quantity Total EUR

EUR EUR
Year 2009 90,000 90,000
Year 2010 90,000 90,000
Year 2011 90,000 90,000
Year 2012 90,000 90,000
Year 2013 90,000 90,000  

 

6.1.6.4 Brand-related distribution costs 

It was assumed that the listing price for the Bio product group would be higher 

because by experience the retail trade demanded higher listing prices for product 

launches and additional shelf space, but on the other hand they needed the sales of 

the product to generate an adequate return for the retailer. As can be seen from Table 

70, the forecasted listing price for the next few years ranges between 4 and 5 cent. 

 

Table 70: Brand-related distribution costs “Bio”( Source: Company research) 

Listungspreis per unit (EUR) Bio Bio
Naturell Sales vol. Clas EUR

Year 2009 0.05 2,000,000 100,000
Year 2010 0.05 4,500,000 225,000
Year 2011 0.04 8,000,000 320,000
Year 2012 0.04 12,000,000 480,000
Year 2013 0.05 20,000,000 1,000,000

Distributionsgrad Bio Bio
EUR

Year 2009 0
Year 2010 0
Year 2011 0
Year 2012 0
Year 2013 0

Total brand-related distribution costs
Bio Bio

EUR
Year 2009 100,000
Year 2010 225,000
Year 2011 320,000
Year 2012 480,000
Year 2013 1,000,000  

 

As the planning for the coming years did not provide for an increase in the degree of 

distribution of more than 50%, no additional costs have been included for the 

increased degree of distribution of the Bio brand extension. 
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6.1.6.5 Brand-related promotion costs 

Due to the high advertising pressure in the beverage sector, a large amount would 

have to be invested in advertising in the first year. This amount was necessary to 

generate sales this fiercely competitive market. The budget increased every year until 

the third year, and then remains constant. This is in contrast to the sales volume. 

  

Table 71: Brand-related promotion costs “Bio”( Source: Company research) 

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

BIO 1,500,000 1,750,000 2,250,000 2,250,000 2,250,000

 

 

6.1.6.6 Brand-related administration costs 

As with the other three variants, a “lump-sum” of EUR 50,000 had also been 

calculated for the Bio brand extension. 

 

6.1.6.7 Brand-related other costs 

So as not to burden the brand extension with excessive costs in the first years and thus not 

unnecessarily endanger a potentially positive investment result, the brand extension would 

not be burdened with costs in the first two years; the brand extension would then be 

increasingly burdened with additional costs from the third year onwards. 

 

Table 72: Brand-related other costs “Bio”( Source: Company research) 

Bio Bio
EUR EUR

Year 2009 0 0
Year 2010 0 0
Year 2011 50.000 50.000
Year 2012 150.000 150.000
Year 2013 250.000 250.000  
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6.1.6.8 Brand-related investments in fixed assets  

The strike price included all fixed brand-related costs. As a rule, fixed costs were 

investments in fixed assets. The assumptions that the acquisition costs should be 

included in full as brand-related costs, as already discussed in Section 6.1.5.10, 

applied equally to the brand extension.  

 

Table 73: Brand-related investments in fixed assets “Bio”( Source: Company research) 

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Brand-related investments in fixed assets 3,000,000 0 0 0 1,000,000
Brand-related investments in working capital 0 0 0 0 0

= Brand Free Cash flow (fixed costs) 3,000,000 0 0 0 1,000,000

Year 2014 Year 2015 Year 2016 Year 2017 Year 2018

Brand-related investments in fixed assets 0 0 0 1,000,000 500,000
Brand-related investments in working capital 0 0 0 0 0

= Brand Free Cash flow (fixed costs) 0 0 0 1,000,000 500,000

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023

Brand-related investments in fixed assets 0 0 0 1,000,000 500,000
Brand-related investments in working capital 0 0 0 0 0

= Brand Free Cash flow (fixed costs) 0 0 0 1,000,000 500,000  

 

or more exact calculation of the exercise price of the Bio brand extension, more 

detailed planning was required for the entire, 15-year valuation period.  For this purpose 

the managers assumed that on average investments in more modern equipment for the Bio 

brand extension would be necessary every four to five years to keep pace with 

innovative new developments. These assumed investment cycles. 

 

 

6.1.7 Calculation of the costs and the sales volume of the brand extension 

variant “N-Taste” 

The second alternative which the management attempts to introduce as a new product was 

the alternative brand extension N-Taste Diet. The new product group consisted of 

diet near water products on a mineral water basis. Near water products are flavoured 

water-based drinks. If they do not contain additional sugar these products are referred to as 
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diet products and usually contained sweeteners. In this thesis this product group is 

called N-Taste. If it is decided to go ahead with this new product line the product 

launch will take place within a year. The urgency stems from the fact that rival brands 

like Volvic have already had these products in their assortment for at least three years. 

 

6.1.7.1 Strategic planning of the sales volume development   

Because the product line N-Taste is closely related to the Naturell variant and thus 

addresses an even smaller target group, the managers assumed that the sales volume 

for the product line N-Taste would develop as follows:  

 

Table 74 : Sales volume “N-Taste” in bottles (Source: Company research) 

N-TASTE
Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Sales volume (bottles) 1,250,000 2,500,000 5,000,000 7,000,000 10,000,000

 

 

This sales volume forms the basis for the costing of the brand extension N-Taste. 

 

6.1.7.2 Brand-related costs 

To keep the study on a reasonable scale in this thesis, the respective costs for the 

alternative brand extension N-Taste had not been broken down into detail.. The basic 

principle of the cost calculation of brand extensions had already been presented in 

sufficient detail for the Bio alternative. 

 

Table 75: Brand related costs “N-Taste” (Source: Company research) 

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Product costs 40,625 81,250 225,000 315,000 450,000
+ Personnel costs 40,000 40,000 40,000 40,000 40,000
+ Distribution costs 62,500 125,000 200,000 280,000 500,000
+ Promotion costs 750,000 750,000 750,000 750,000 750,000
+ Administration costs 5,000 5,000 5,000 5,000 5,000
+ Other costs 0 0 0 0 0
= Brand-related cash-outflow 898,125 1,001,250 1,220,000 1,390,000 1,745,000  
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The brand-related product costs of N-Taste are identical to the unit costs of the Bio 

alternative, because the N-Taste alternative is based on the packaging principle of the 

Naturell variant. In terms of brand-related personnel costs it was assumed that existing 

personnel could and would have to do manage the additional work generated by the 

N-Taste brand extension. The pro rata brand related share of personnel costs for the 

N-Taste brand extension came to EUR 40,000 and the brand-related distribution costs 

for the N-Taste product group. Like the Bio brand extension it related to the higher 

listing price. A listing price of between 4 and 5 cents had been forecast for the next 

years. As the planning for the coming years did not provide for an increase in the 

degree of distribution of more than 50%, no additional costs had been included for 

the increased degree of distribution of the N-Taste brand extension. For the N-Taste brand 

extension the question of the brand-related promotion costs was a very important. 

Management decided that, despite high competitive pressure in the beverage industry, the 

advertising budget for the N-Taste brand extension should not be excessively high as 

this brand extension only addressed a very limited target group. The communication 

was therefore planned so that the N-Taste brand extension could be based on the 

communication for the Naturell variant. An annual budget of EUR 750,000 was therefore 

planned for the N-Taste brand extension. Contrary to the other variants and alternatives the 

management calculated a lump-sum of no more than EUR 5,000 for the brand-

related administration costs for the N-Taste alternative. Due to the low sales 

volume, distribution rate and margin of the N-Taste brand extension, no brand-

related other costs were included in the calculation for this brand extension. 

 

6.1.7.3 Brand-related investments in fixed assets  

As with the Bio alternative, brand-related investments in fixed assets for the  

N-Taste alternative are again the basis for the calculation of the strike price. Here 

too, the costs must be calculated precisely. Again the managers assumed that, on 

average, investments would be necessary every four to five years. For N-Taste these 

assumed investment cycles are as follows: 
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Table 76: Brand-related investments in fixed assets “N-Taste”( Source: Company research) 

N-Taste Year 2009 Year 2010 Year 2011 Year 2012 Year 2013
0 0 0 0 0

Brand-related investments in fixed assets 1,500,000 0 0 0 500,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 1,500,000 0 0 0 500,000

Year 2014 Year 2015 Year 2016 Year 2017 Year 2018
0 0 0 0 0

Brand-related investments in fixed assets 250,000 0 0 500,000 250,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 250,000 0 0 500,000 250,000

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023
0 0 0 0 0

Brand-related investments in fixed assets 0 0 0 500,000 250,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 0 0 0 500,000 250,000  

 

6.1.8 Determining further parameters 

For the calculation of the value for the two brand extension alternatives further 

parameters were determined: 

• Volatility: The volatility was set at 45% by the group accounting department. 

• Risk-free interest rate: To calculate the continuous risk-free interest rate for 

the brand extension, a risk-free interest rate of 4% was prescribed by the group 

controlling department. 

• Residual lifetime for the brand extensions: The residual lifetime for the brand 

extension alternatives Bio and N-Taste is 1. According to the management, the 

launch of one or both alternatives will definitely take place in 2009. 

 

6.2 The results of the brand valuation and their significance for the brand  

The previous section presented the preparatory phases, the determination of brand 

related-costs and the performance of the survey itself. This section now presents the 

results of the financial-based brand value of the Brand A and the consumer-based 

indicators, as well as, the conclusions.  
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Table 77: Analysis scope of the individual indicators 

Determination  
of results/values 

for the 
brand A 

for the brand A and 
other selected brands 

(Benchmark) 
Price Premium (see Section 6.2.1)  � 
Volume Premium (see Section 6.2.2) �  
Brand value (see Section 6.2.3) �  
Brand awareness (see Section 6.2.4.1)  � 
Brand image/associations (see Section 6.2.4.2)  � 
Brand sympathy (see Section 6.2.4.3)  � 

Perceived quality and benefit (see Section 6.2.4.4) � 
(Reasons) 

� 
(Estimation in grades) 

Brand satisfaction (see Section 6.2.4.5) � 
(Reasons) 

� 
(Estimation in grades) 

Brand loyalty (see Section 6.2.4.6)  � 
Chain development (see Section 6.2.4.7) �  
Sensitivity analysis (see Section 6.2.6) �  
 

The results were analysed by financial-based indicators, i.e. price premium, volume premium 

and the resulting brand value as well as the potential value for the two possible brand 

extensions. The consumer-based indicators are also presented. Depending on the interests of 

the managers, the figures were recorded either for Brand A or for benchmarking purposes 

regarding selected competitive brands (see Table 77). The benchmark figures were mainly of 

interest for future positioning strategies and, in some respects, for efficiency comparisons. 

 

6.2.1 Price Premium 

This section deals with the results of the price premium determined for Brand A and the 

conclusions drawn from it. Both consider Brand A on its own (see Section 6.2.1.1) and also 

in comparison to selected competitive brands (Benchmark) (see Section 6.2.1.2). 

 

6.2.1.1 Determining the price premium for the “BrandA” bran d 

Before looking at the actual results of the price premium, the formal results provided by the 

accounting department are first examined and discussed. As Figure 58, Figure 59 and Figure 

60 show, it was possible to determine a willingness to pay for all three variants. To meet the 

requirements of the controlling department regarding the quality of the results, it was required 
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on the one hand that the standard error  
x

σ  = 0.1 = 10%  is observed. This was done via the 

sample size of n = 1000. For the standard deviation  σ  a value of 90% or of ±1.645σ and more 

had to be achieved. As can be seen from the figures, the willingness-to-pay for the variants 

Classic and Naturell and the willingness to pay for the variant Medium of Brand A also met 

this requirement. Only the willingness to pay for the unbranded product of the variant Medium 

failed to meet this criterion. With a standard deviation of σ = 1.5150 this value is below the 

required ±1.645σ. After appraising the results of this variant and its comparison with the 

Classic variant, the managers decided to accept the result despite the poorer value as there are 

parallels to the unbranded product of the Classic variant, which give it a certain plausibility.  

 

Figure 55: Frequency distribution of the willingness-to-pay for the “Classic” variant 
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Figure 56: Frequency distribution of the willingness-to-pay for the “Medium” variant 
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Figure 57: Frequency distribution of the willingness-to-pay for the “Naturell” variant 
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If the average values of the no name product of the individual variants are deducted 

from the average value of the individual variants of the Brand A, one obtains the 

price premium for every single variant. This calculation is shown in Table 78. 

 

Table 78: Price premium of the three variants of the “BrandA” brand 

Average willingness 
to pay for: Classic Medium Naturell 
   BrandA 0.41 EUR 0.40 EUR 0.47 EUR 
-  No Name 0.17 EUR 0.18 EUR 0.20 EUR 
= Price premium 0.24 EUR 0.22 EUR 0.27 EUR 
 

Table 79: Comparison of the real sales prices with the consumers’ w-t-p  

Variante Real sales prices 
[EUR] 

Willingness to pay 
[EUR] 

Difference 
[%] 

Classic 0.39 0.41 + 5.1% 
Medium 0.39 0.40 + 2.6% 
Naturell 0.55 0.47 - 14.5% 
 

Considering the real sales price of the Classic and Medium variants of EUR 0.39 per 

bottle, it becomes apparent from Table 79 that the average maximum willingness to 

pay for the Classic variant of EUR 0.41 is 5.1% higher than the sales price. The 

average maximum willingness to pay for the Medium variant is somewhat lower and at 

EUR 0.40 around 2.6% higher than the recommended sales price. For the Naturell 
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variant, whose sales price is EUR 0.55 EUR for 1.5 litres, the average maximum 

willingness to pay of EUR 0.47 is significantly below the sales price (-14.5%). 

 

What does this mean for the Brand A? It can be concluded that the Brand A mainly 

stands for carbonated mineral water products. This may be associated with the 

brand core of the Brand A and thus Brand A stands for “healthy” mineral water 

from the Alps stands. At first glance, this could be reflected in the average 

maximum willingness to pay. The willingness to pay for the Classic and Medium 

variants is above the real sales price, for the Naturell variant, by contrast, the brand 

has a lot of catching up to do. An analysis of the split of the maximum willingness to 

pay in detail produces a number of findings: 

1. The range of the maximum willingness to pay is in some cases up to six cents 

above the average maximum willingness to pay.  

2. A positive effect for the Brand A that became apparent through the brand valuation, 

is that the willingness to pay of 65% of the sympathisers and 92% of the users 

of the Brand A was above the average of willingness-to-pay and thus in the 

upper part of the range, regardless of whether this was for the Classic, Medium or 

Naturell variant. It can be concluded that the user of the Brand A must be 

highly satisfied with the brand and is prepared to pay more for this satisfaction.  

3. For the Medium and Naturell variants of Brand A, in particular female 

consumers, were expected to exhibit a higher willingness to pay. Male consumers 

on the other hand have a higher willingness to pay for the Classic variant and to a 

certain extent, the Medium variant.  

What these findings actually mean for Brand A is elaborated below in connection 

with the discussion of the consumer-based results (see Section 6.2.4).    

 

6.2.1.2 The price premium in comparison with other brands (benchmark) 

The benchmark of the willingness to pay of selected competitive brands, which the 

managers used to compare with Brand A, shows that the higher maximum willingness to 

pay for brands, is neither focused on a certain brand group, e.g. regional or national 

brands, nor that Brand A, with its higher willingness to pay for the Classic and Medium 

variants, is an exception in the region, and thus that it was particularly popular. The 
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main purpose of the benchmark comparison among the selected rival brands is to 

observe the long-term pattern of the respective price premiums in conjunction with 

the findings from the results of the consumer-based indicators. Table 80 shows that 

the Brand A, with its differences in the willingness to pay of the consumers, is in the 

upper part of the range for the Classic variant, is average for the Medium variant, while the 

Naturell variant is very clearly, in the lower part of the range. Even the comparison with 

rival brands shows that traditionally Brand A stands for carbonated mineral water. 

 

Table 80: Willingness-to-pay in comparison with other brands 

Classic ∆
 W

T
P

%
 

Medium ∆
 W

T
P

%
 

Classic ∆
 W

T
P

%
 

Alwa -3.5 Alwa -2.7 Adelholzener +4.5 
Adelholzener +5.1 Frankenbrunnen +2.7 Evian +1.1 
Gerolsteiner +1.8 Hassia +3.1 Gerolsteiner +2.5 
Appolinaris +0.1 BrandA +2.6 Vittel +2.7 
Frankenbrunnen +2.9   Frankenbrunnen +3.8 
Krumbach -4.2   Krumbach -3.3 
Wittmansthal -5.4   Bonaqa -3.7 
Eiszeitquell ±0   Volvic +4.8 
B. Dürrheimer -1.8   BrandA -14.5 
Hassia +2.8     
BrandA +5.1     
 

 
∆ WTP% = Difference between price and maximum willingness-to-pay for the brand in percent 
 
 
 

6.2.2 Calculation of the volume premium 

To be able to calculate the financial brand value, only the determination of the volume 

premium of the three variants Classic, Medium and Naturell is missing. To calculate the 

volume premium, the average willingness-to-pay determined in the preceding section for 

the no-name product is used as a basis. In addition, the linear functions of the willingness 

to pay for the three variants of the Brand A have to be determined: 
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Figure 58: Volume premium “Classic” 
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Figure 59: Volume premium “Medium” 
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Figure 60: Volume premium “Naturell” 
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The graphs show the functions of the no-name products (green) and those of the variants 

of the Brand A (red). The blue line is the average willingness-to-pay already determined 

for the respective no-name product. In the case of the Classic variant this is EUR 0.17, for 

the Medium variant EUR 0.18 and for the Naturell variant EUR 0.20. The respective equations 

show the function of the corresponding willingness to pay of the consumers. Generally 

speaking all values of the willingness-to-pay function for the branded product, to the right 

of the average willingness to pay for the respective no-name product (blue line), is a volume 

premium for the branded product (see blue arrow). These graphs already show, that the 

willingness-to-pay function for the branded product is clearly in this area. Table 81 shows 

the results of the calculated volume premium. 

 

Table 81: Calculation of the volume premium for Classic, Medium and Naturell 

Variant Function WTPBrandA x = Mean WTPNo Name 
y = Volume Premium  
        in % 

Classic yBrandA = -1321x + 596.32 0.17 EUR 371.75% 				 100% 
Medium yBrandA = -1539.5x + 666.26 0.18 EUR 389.15% 				 100% 
Naturell yBrandA = -980.52x + 516.01 0.20 EUR 319.91% 				 100% 
From a mathematical perspective the willingness-to-pay function can also exhibit 

values greater than 100%. Economically, however, this possibility is ruled out due to 

the fact that the total sales volume equals a maximum volume premium of 100%. 

This is taken into account in the last column of Table 81. For the three variants of 

Brand A there was thus a volume premium of 100%. On account of the assumption 

resulting from the fact that the total sales volume was generated by the brand, it is 

100% attributable to the brand. 

 

6.2.3 Calculation of the financial brand value of Brand A 

After having calculated the costs, the price premium and the volume premium of the three 

variants Classic, Medium and Naturell, the next step is to calculate the financial brand value. 

 

6.2.3.1 Brand value for the Classic variant 

Including all the costs calculated for the Classic variant, the calculated price premium and 

the volume premium, the brand value, as shown in Table 82, for the Classic variant 
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comes to EUR 16,868,106, rounded up to EUR 16.9 million. Compared to the Medium 

variant, the brand value of the Classic variant is low, although the Classic variant is 

currently still one of the main variants of Brand A. This relatively low brand value, 

results from the decrease in sales of the Classic variant, forecast for the coming years. 

 

Table 82: Brand value of the Classic variant 

Classic Year 2008 Year 2009 Year 2010 Year 2011 Year 2012

Price premium 0.24 0.25 0.28 0.29 0.30
x Volume premium* 55,223,490 53,803,457 43,737,004 40,183,372 40,183,372
= Brand-related turnover 13,253,638 13,450,864 12,246,361 11,653,178 12,055,012
- markenbezogene Erlösminderungen 0 0 0 0 0
+ markenbezogender Lizenzanteil 0 0 0 0 0
= Brand-related cash-inflow 13,253,638 13,450,864 12,246,361 11,653,178 12,055,012

* Forecast for 2008

Product costs 1,104,470 1,076,069 1,385,005 1,272,473 1,272,473
+ Personnel costs 229,250 186,000 108,000 94,500 90,000
+ Distribution costs 2,853,205 2,669,604 2,605,480 2,362,335 2,362,335
+ Promotion costs 4,000,000 4,000,000 3,250,000 2,500,000 2,500,000
+ Administration costs 50,000 50,000 50,000 50,000 50,000
+ Other costs 500,000 500,000 500,000 500,000 500,000
= Brand-related cash-outflow 8,736,925 8,481,673 7,898,485 6,779,308 6,774,808

Brand-related cash-inflow 13,253,638 13,450,864 12,246,361 11,653,178 12,055,012
- Brand-related cash-outflow 8,736,925 8,481,673 7,898,485 6,779,308 6,774,808
= Brand-related earnings before I+T 4,516,713 4,969,191 4,347,876 4,873,870 5,280,203

- Taxes (29,5%) 1,332,430 1,465,911 1,282,623 1,437,792 1,557,660
- Brand-related interests 0 0 0 0 0
= Brand-related earnings after I+T 3,184,283 3,503,280 3,065,252 3,436,078 3,722,543

Brand-related investments in fixed assets 1,000,000 1,250,000 1,000,000 0 2,000,000
+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 2,184,283 2,253,280 2,065,252 3,436,078 1,722,543

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5

Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659
x Brand Free Cash flow 2,184,283 2,253,280 2,065,252 3,436,078 1,722,543
= Discounted Brand Free Cash flow 2,009,460 1,907,024 1,607,994 2,461,188 1,135,069  

Residual life periods
Year 2013 Year 2014 Year 2015 Year 2016 Year 2017

i (1.0%) 0.01 0.01 0.01 0.01 0.01

Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010
x Brand Free Cash flow** 1,722,543 1,739,769 1,757,167 1,774,738 1,792,486
= Brand Free Cash flow 1,739,769 1,757,167 1,774,738 1,792,486 1,810,410

** (beginning with brand free cash flow of the 5th year (Year 2012)

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10

Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434
x Brand Free Cash flow 1,739,769 1,757,167 1,774,738 1,792,486 1,810,410
= Discounted Brand Free Cash flow 1,054,664 979,955 910,538 846,038 786,107

Year 2018 Year 2019 Year 2020 Year 2021 Year 2022

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i) 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 1,810,410 1,828,515 1,846,800 1,865,268 1,883,920
= Brand Free Cash flow 1,828,515 1,846,800 1,865,268 1,883,920 1,902,760

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15

Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286
x Brand Free Cash flow 1,828,515 1,846,800 1,865,268 1,883,920 1,902,760
= Discounted Brand Free Cash flow 730,421 678,680 630,605 585,934 544,428

Present value brand free cash flow (year 2008 - 2012) 9,120,736
+ Present Value  (year 2013 - 2022) 7,747,371
= Brand value "Classic" 16,868,106 EUR  
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6.2.3.2 Brand value for the “Medium” variant 

 

With EUR 61,340,490, i.e. around EUR 61.3 million, the Medium variant accounts 

for the largest share (around 70%) of the brand value of the Brand A (see Table 83). 

A principal reason for this is the fact that the company sees the Medium variant as 

the main variant in the future, driven mainly by the general trend among consumers 

towards non-carbonated or low carbonated mineral waters. In addition, the Medium 

variant will have an increasingly larger target group in the coming years (women and 

children and in future increasingly men as well as those who change from the Classic 

variant). 
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Table 83: Brand value of the Medium variant 

Medium Year 2008 Year 2009 Year 2010 Year 2011 Year 2012

Price premium 0.22 0.23 0.24 0.25 0.26
x Volume premium* 86,779,770 98,928,938 109,342,510 114,809,636 120,550,117
= Brand-related turnover 19,091,549 22,753,656 26,242,202 28,702,409 31,343,031
- markenbezogene Erlösminderungen 0 0 0 0 0
+ markenbezogender Lizenzanteil 0 0 0 0 0
= Brand-related cash-inflow 19,091,549 22,753,656 26,242,202 28,702,409 31,343,031

* Forecast for 2008

Product costs 1,735,595 1,978,579 2,369,088 2,487,542 2,611,919
+ Personnel costs 360,250 342,000 270,000 270,000 270,000
+ Distribution costs 4,298,893 4,917,868 6,623,700 6,992,385 7,572,005
+ Promotion costs 4,000,000 4,000,000 5,250,000 6,250,000 6,500,000
+ Administration costs 50,000 50,000 50,000 50,000 50,000
+ Other costs 500,000 500,000 500,000 500,000 500,000
= Brand-related cash-outflow 10,944,739 11,788,447 15,062,788 16,549,928 17,503,924

Brand-related cash-inflow 19,091,549 22,753,656 26,242,202 28,702,409 31,343,031
- Brand-related cash-outflow 10,944,739 11,788,447 15,062,788 16,549,928 17,503,924
= Brand-related earnings before I+T 8,146,811 10,965,209 11,179,414 12,152,481 13,839,107

- Taxes (29,5%) 2,403,309 3,234,737 3,297,927 3,584,982 4,082,536
- Brand-related interests 0 0 0 0 0
= Brand-related earnings after I+T 5,743,502 7,730,472 7,881,487 8,567,499 9,756,570

Brand-related investments in fixed assets 1,000,000 1,250,000 1,000,000 0 2,000,000
+ Brand-related investments in working 0 0 0 0 0
= Brand Free Cash flow 4,743,502 6,480,472 6,881,487 8,567,499 7,756,570

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow 4,743,502 6,480,472 6,881,487 8,567,499 7,756,570
= Discounted Brand Free Cash flow 4,363,847 5,484,633 5,357,888 6,136,714 5,111,190

Residual life periods
Year 2013 Year 2014 Year 2015 Year 2016 Year 2017

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 7,756,570 7,834,136 7,912,477 7,991,602 8,071,518
= Brand Free Cash flow 7,834,136 7,912,477 7,991,602 8,071,518 8,152,233

** (beginning with brand free cash flow of the 5th year (Year 2012)

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 7,834,136 7,912,477 7,991,602 8,071,518 8,152,233
= Discounted Brand Free Cash flow 4,749,128 4,412,713 4,100,129 3,809,687 3,539,820

Year 2018 Year 2019 Year 2020 Year 2021 Year 2022

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i) 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 8,152,233 8,233,756 8,316,093 8,399,254 8,483,247
= Brand Free Cash flow 8,233,756 8,316,093 8,399,254 8,483,247 8,568,079

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 8,233,756 8,316,093 8,399,254 8,483,247 8,568,079
= Discounted Brand Free Cash flow 3,289,069 3,056,081 2,839,597 2,638,448 2,451,547

Present value brand free cash flow (year 2008 - 2012) 26,454,272
+ Present Value  (year 2013 - 2022) 34,886,217
= Brand value "Medium" 61,340,490 EUR  
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6.2.3.3 Brand value for the Naturell variant 

 

The brand value, as shown in Table 84, for the Naturell variant comes to  

EUR 9,750,801, rounded up to EUR 9.8 mill. Despite the rapidly growing market 

share of the Naturell variant, it is quite clear that Naturell needs to increase 

awareness in the target group to be able to further increase its market share. The 

brand value share of Naturell, in proportion to the total brand value, is 11%. 

 

Table 84: Brand value of the Naturell variant  

Naturell Year 2008 Year 2009 Year 2010 Year 2011 Year 2012

Price premium 0.27 0.28 0.28 0.29 0.30
x Volume premium* 15,778,140 20,827,145 29,158,003 36,356,385 40,183,372
= Brand-related turnover 4,260,098 5,831,601 8,164,241 10,543,352 12,055,012
- markenbezogene Erlösminderungen 0 0 0 0 0
+ markenbezogender Lizenzanteil 0 0 0 0 0
= Brand-related cash-inflow 4,260,098 5,831,601 8,164,241 10,543,352 12,055,012

* Forecast for 2008

Product costs 512,790 676,882 1,020,530 1,272,473 1,406,418
+ Personnel costs 65,500 72,000 72,000 85,500 90,000
+ Distribution costs 473,344 809,814 1,656,320 2,154,255 2,764,169
+ Promotion costs 2,000,000 2,500,000 3,500,000 4,000,000 4,500,000
+ Administration costs 50,000 50,000 50,000 50,000 50,000
+ Other costs 500,000 500,000 500,000 500,000 500,000
= Brand-related cash-outflow 3,601,634 4,608,697 6,798,850 8,062,229 9,310,587

Brand-related cash-inflow 4,260,098 5,831,601 8,164,241 10,543,352 12,055,012
- Brand-related cash-outflow 3,601,634 4,608,697 6,798,850 8,062,229 9,310,587
= Brand-related earnings before I+T 658,464 1,222,904 1,365,391 2,481,123 2,744,425

- Taxes (29,5%) 194,247 360,757 402,790 731,931 809,605
- Brand-related interests 0 0 0 0 0
= Brand-related earnings after I+T 464,217 862,147 962,600 1,749,192 1,934,820

Brand-related investments in fixed assets 1,500,000 0 0 1,000,000 250,000
+ Brand-related investments in working 0 0 0 0 0
= Brand Free Cash flow -1,035,783 862,147 962,600 749,192 1,684,820

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow -1,035,783 862,147 962,600 749,192 1,684,820
= Discounted Brand Free Cash flow -952,882 729,663 749,475 536,630 1,110,211  
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Residual life periods
Year 2013 Year 2014 Year 2015 Year 2016 Year 2017

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 1,684,820 1,701,668 1,718,685 1,735,871 1,753,230
= Brand Free Cash flow 1,701,668 1,718,685 1,735,871 1,753,230 1,770,762

** (beginning with brand free cash flow of the 5th year (Year 2012)

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 1,701,668 1,718,685 1,735,871 1,753,230 1,770,762
= Discounted Brand Free Cash flow 1,031,567 958,494 890,597 827,510 768,891

Year 2018 Year 2019 Year 2020 Year 2021 Year 2022

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i) 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 1,770,762 1,788,470 1,806,355 1,824,418 1,842,662
= Brand Free Cash flow 1,788,470 1,806,355 1,824,418 1,842,662 1,861,089

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 1,788,470 1,806,355 1,824,418 1,842,662 1,861,089
= Discounted Brand Free Cash flow 714,425 663,817 616,794 573,102 532,505

Present value brand free cash flow (year 2008 - 2012) 2,173,098
+ Present Value  (year 2013 - 2022) 7,577,703
= Brand value "Naturell" 9,750,801 EUR  

 

 

6.2.3.4 Brand extension value for the “Bio” alternative 

 

In terms of the brand extension value, the Bio alternative is the more promising of 

the two possible brand extensions. In particular, the investments which will be made 

in the start-up phase and the low unit sales in the early years, are still impacting on 

the brand value. Nevertheless, the company is pinning its hopes on this brand 

extension as a huge potential for the brand, particularly as organic products are 

currently enjoying a boom in Germany. This is why they want to launch this brand 

extension as quickly as possible in 2009. 
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Table 85: Brand value for the brand extension Bio 

Bio Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Price premium 0.24 0.25 0.28 0.29 0.30
x Volume premium* 2,000,000 5,500,000 15,000,000 25,000,000 35,000,000
= Brand-related turnover 480,000 1,375,000 4,200,000 7,250,000 10,500,000
- markenbezogene Erlösminderungen 0 0 0 0 0
+ markenbezogender Lizenzanteil 0 0 0 0 0
= Brand-related cash-inflow 480,000 1,375,000 4,200,000 7,250,000 10,500,000

Product costs 65,000 178,750 675,000 1,125,000 1,575,000
+ Personnel costs 90,000 90,000 90,000 90,000 90,000
+ Distribution costs 100,000 275,000 815,000 1,425,000 2,445,000
+ Promotion costs 1,500,000 1,750,000 2,250,000 2,250,000 2,250,000
+ Administration costs 50,000 50,000 50,000 50,000 50,000
+ Other costs 0 0 50,000 150,000 250,000
= Brand-related cash-outflow 1,805,000 2,343,750 3,930,000 5,090,000 6,660,000

Brand-related cash-inflow 480,000 1,375,000 4,200,000 7,250,000 10,500,000
- Brand-related cash-outflow 1,805,000 2,343,750 3,930,000 5,090,000 6,660,000
= Brand-related earnings before I+T -1,325,000 -968,750 270,000 2,160,000 3,840,000

- Taxes (29,5%) 0 0 79,650 637,200 1,132,800
Brand-related interests 0 0 0 0 0

= Brand-related earnings after I+T -1,325,000 -968,750 190,350 1,522,800 2,707,200

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow -1,325,000 -968,750 190,350 1,522,800 2,707,200
= Brand Free Cash flow (without fixed costs) -1,218,951 -819,884 148,205 1,090,749 1,783,909

Pesidual life period
Year 2014 Year 2015 Year 2016 Year 2017 Year 2018

i (1.0%) 0.01 0.01 0.01 0.01 0.01

Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010
x Brand Free Cash flow** 1,783,909 1,801,748 1,819,765 1,837,963 1,856,343
= Brand Free Cash flow (without fixed costs) 1,801,748 1,819,765 1,837,963 1,856,343 1,874,906

** (beginning with brand free cash flow of the 5th year (Year 2013)

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 1,801,748 1,819,765 1,837,963 1,856,343 1,874,906
= Brand Free Cash flow (without fixed costs) 1,092,237 1,014,866 942,975 876,178 814,112

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010

x Brand Free Cash flow** 1,874,906 1,893,655 1,912,592 1,931,717 1,951,035
= Brand Free Cash flow (without fixed costs) 1,893,655 1,912,592 1,931,717 1,951,035 1,970,545

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 1,893,655 1,912,592 1,931,717 1,951,035 1,970,545
= Brand Free Cash flow (without fixed costs) 756,442 702,858 653,070 606,808 563,824

Basis value for the brand extension  (S) (years 2009 - 2023) 9,007,396 EUR  
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Calculation: Strike price  (X)  (Fixed assets)

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Brand-related investments in fixed assets 3,000,000 0 0 0 1,000,000
+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow (fixed costs) 3,000,000 0 0 0 1,000,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow 3,000,000 0 0 0 1,000,000
= Brand Free Cash flow (fixed costs) 2,759,890 0 0 0 658,950

Year 2014 Year 2015 Year 2016 Year 2017 Year 2018

Brand-related investments in fixed assets 0 0 0 1,000,000 500,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow (fixed costs) 0 0 0 1,000,000 500,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 0 0 0 1,000,000 500,000
= Brand Free Cash flow (fixed costs) 0 0 0 471,991 217,107

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023

Brand-related investments in fixed assets 0 0 0 1,000,000 500,000
+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow (fixed costs) 0 0 0 1,000,000 500,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 0 0 0 1,000,000 500,000
= Brand Free Cash flow (fixed costs) 0 0 0 311,019 143,063

Strike price  (X) (years 2009 - 2023) 4,562,020 EUR

Calculation: Price of the call-option 

Basis value for the brand extension  S 9,007,396 EUR
Strike price X 4,562,020 EUR
Residual lifetime (t = year) t 1
Risikofreie Zinssatz (rf ) r f 0.04

Volatilität ( σ) v 45.0%
Cash Outflows 0 EUR

Continuous risk-free interest rate (i) i 3.922%

d 1 1.82389

d 2 1.37389

N(d 1 ) 0.96592

N(d 2 ) 0.91526

Price of the call-option 
= Value of brand extension "Bio" C 4,685,536     EUR  
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6.2.3.5 Brand extension value for the N-Taste alternative 

 

The financial success of the brand extension alternative N-Taste would be lower than 

the brand extension alternative Bio, due to the limited sales volume. Nevertheless, 

the managers of the Brand A also want to launch this brand extension variant because 

they consider it a necessary product enrichment of the Naturell variant, and hope it 

will give the Naturell variant an additional boost. It is therefore planned to launch 

this brand extension in the second half of 2009, after the successful introduction of 

the Bio brand extension. 
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Table 86: Brand value for the brand extension N-Taste 

N-Taste Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Price premium 0.27 0.28 0.28 0.29 0.30
x Volume premium* 1,250,000 2,500,000 5,000,000 7,000,000 10,000,000
= Brand-related turnover 337,500 700,000 1,400,000 2,030,000 3,000,000
- markenbezogene Erlösminderungen 0 0 0 0 0
+ markenbezogender Lizenzanteil 0 0 0 0 0
= Brand-related cash-inflow 337,500 700,000 1,400,000 2,030,000 3,000,000

Product costs 40,625 81,250 225,000 315,000 450,000
+ Personnel costs 40,000 40,000 40,000 40,000 40,000
+ Distribution costs 62,500 125,000 200,000 280,000 500,000
+ Promotion costs 750,000 750,000 750,000 750,000 750,000
+ Administration costs 5,000 5,000 5,000 5,000 5,000
+ Other costs 0 0 0 0 0
= Brand-related cash-outflow 898,125 1,001,250 1,220,000 1,390,000 1,745,000

Brand-related cash-inflow 337,500 700,000 1,400,000 2,030,000 3,000,000
- Brand-related cash-outflow 898,125 1,001,250 1,220,000 1,390,000 1,745,000
= Brand-related earnings before I+T -560,625 -301,250 180,000 640,000 1,255,000

- Taxes (29,5%) 0 0 53,100 188,800 370,225
Brand-related interests 0 0 0 0 0

= Brand-related earnings after I+T -560,625 -301,250 126,900 451,200 884,775

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow -560,625 -301,250 126,900 451,200 884,775
= Brand Free Cash flow (without fix costs) -515,754 -254,958 98,804 323,185 583,022

Residual life period
Year 2014 Year 2015 Year 2016 Year 2017 Year 2018

i (1.0%) 0.01 0.01 0.01 0.01 0.01

Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010
x Classic 500,000 583,022 588,852 594,741 600,688
= Brand Free Cash flow (without fix costs) 583,022 588,852 594,741 600,688 606,695

** (beginning with brand free cash flow of the 5th year (Year 2013)

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 583,022 588,852 594,741 600,688 606,695
= Brand Free Cash flow (without fix costs) 353,434 328,397 305,135 283,520 263,436

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023

i (1.0%) 0.01 0.01 0.01 0.01 0.01
Rate  (1+i)n 1.010 1.010 1.010 1.010 1.010

x Classic 606,695 612,762 618,890 625,079 631,330
= Brand Free Cash flow (without fix costs) 612,762 618,890 625,079 631,330 637,643

rbrand (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 612,762 618,890 625,079 631,330 637,643
= Brand Free Cash flow (without fix costs) 244,775 227,436 211,325 196,355 182,446

Basis value for the brand extension  (S) (years 2009 - 2023) 2,830,557 EUR  
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Calculation: Strike price  (X)  (Fixed assets)

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013

Brand-related investments in fixed assets 1,500,000 0 0 0 500,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 1,500,000 0 0 0 500,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 1 2 3 4 5
Discount rate  (1+i)-n 0.920 0.846 0.779 0.716 0.659

x Brand Free Cash flow 1,500,000 0 0 0 500,000
= Discounted Brand Free Cash flow 1,379,945 0 0 0 329,475

Year 2014 Year 2015 Year 2016 Year 2017 Year 2018

Brand-related investments in fixed assets 250,000 0 0 500,000 250,000

+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 250,000 0 0 500,000 250,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 6 7 8 9 10
Discount rate  (1+i)-n 0.606 0.558 0.513 0.472 0.434

x Brand Free Cash flow 250,000 0 0 500,000 250,000
= Discounted Brand Free Cash flow 151,552 0 0 235,996 108,554

Year 2019 Year 2020 Year 2021 Year 2022 Year 2023

Brand-related investments in fixed assets 0 0 0 500,000 250,000
+ Brand-related investments in working capital 0 0 0 0 0
= Brand Free Cash flow 0 0 0 500,000 250,000

i (8.7%) 0.087 0.087 0.087 0.087 0.087
n (years) 11 12 13 14 15
Discount rate  (1+i)-n 0.399 0.367 0.338 0.311 0.286

x Brand Free Cash flow 0 0 0 500,000 250,000
= Discounted Brand Free Cash flow 0 0 0 155,509 71,531

Strike price  (X) (years 2009 - 2023) 2,432,562 EUR

Calculation: Price of the call-option 

Basis value for the brand extension  S 2,830,557 EUR
Strike price X 2,432,562 EUR
Residual lifetime (t = year) t 1
Risikofreie Zinssatz (rf ) r f 0.04

Volatilität ( σ) v 45.0%
Cash Outflows 0 EUR

Continuous risk-free interest rate (i) i 3.922%

d 1 0.64889

d 2 0.19889

N(d 1 ) 0.74179

N(d 2 ) 0.57882

Price of the call-option 
= Value of brand extension "N-Taste" C 745,820        EUR  
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6.2.3.6 Total brand value of the brand A 

The brand values of the three product variants Classic, Medium and Naturell calculated in 

the preceding sections are now added together to obtain the basic brand value of the 

Brand A which does not, however, contain the brand values of potential brand extensions 

(see Figure 61). For Brand A, two alternative brand extensions were discussed. While this 

brand valuation was being prepared, top management decided to introduce the Bio brand 

extension in 2009, due to the good market forecast for this product group. The N-Taste 

brand extension is, however, still being considered by top management, as this brand 

extension in conjunction with the Naturell variant, offers a further smaller potential for the 

Brand A. There are plans to launch the N-Taste brand extension in the second half of 2009. 

 

Figure 61: Total brand value of the brand A 

Brand value "Classic"

Present value brand free cash flow (year 2008 - 2012) 9,120,736
+ Present Value  (year 2013 - 2022) 7,747,371
= Brand value "Classic" 16,868,106 16,868,106 EUR

Brand value "Medium"

Present value brand free cash flow (year 2008 - 2012) 26,454,272
+ Present Value  (year 2013 - 2022) 34,886,217
= Brand value "Medium" 61,340,490 61,340,490 EUR

Brand value "Naturell"

Present value brand free cash flow (year 2008 - 2012) 2,173,098
+ Present Value  (year 2013 - 2022) 7,577,703
= Brand value "Naturell" 9,750,801 9,750,801 EUR

Basic brand value for the "BrandA" brand 87,959,397 EUR

Brand value for brand extension "Bio" 4,685,536 EUR

Brand value for brand extension "N-Taste" 745,820 EUR

TOTAL BRAND VALUE FOR THE "A" BRAND + "BIO" 92,644,932 EUR

TOTAL BRAND VALUE FOR THE "A" BRAND + "N-TASTE" 88,705,216 EUR

TOTAL BRAND VALUE FOR THE "A" BRAND + "BIO" + "N-TASTE" 93,390,752 EUR
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6.2.4 The evaluation of the individual consumer-based indicators 

6.2.4.1 Brand awareness 

As elaborated above, the starting point for the value-based management is brand awareness. 

In the survey, brand awareness of Brand A was presented along with that of selected 

competitive brands. Some of these brands were regional rival brands and the rest consisted 

of other national rival brands. The analysis of brand awareness, was performed by using 

the structure offered by Aaker’s (1996) brand awareness pyramid. The starting point is 

aided recall.  

 

Table 87: Aided recall 

Brand Munich Nuremberg Stuttgart  Frankfurt  
Alwa 0.0% 0.0% 29.5% 0.0% 
Apollinaris 46.5% 39.0% 47.3% 53.8% 
Aquarell 26.0% 31.4% 28.6% 25.9% 
Bad Dürrheimer 0.0% 4.5% 34.8% 7.3% 
Basinus 29.4% 18.3% 21.6% 22.1% 
Bonaqa 38.6% 39.7% 40.6% 38.1% 
BrandA 45.8% 46.6% 39.4% 35.7% 
Eiszeitquell 15.4% 14.3% 61.5% 46.2% 
Ensinger 0.0% 0.0% 80.4% 3.6% 
Evian 65.3% 63.9% 64.7% 65.9% 
Filippo 0.0% 0.0% 24.9% 0.0% 
Frankenbrunnen 65.5% 81.6% 3.6% 41.8% 
Gerolsteiner 71.6% 74.1% 69.6% 70.3% 
Hassia 0.0% 0.0% 0.0% 59.8% 
Krumbach 45.6% 36.4% 46.4% 19.5% 
Rhönsprudel 33.4% 36.1% 35.1% 32.0% 
Teinacher 42.8% 41.9% 64.8% 25.9% 
Vittel 76.4% 80.4% 79.1% 78.3% 
Volvic 72.6% 77.3% 74.5% 75.4% 
Wittmansthal Quelle 12.5% 15.0% 16.4% 13.7% 

 
 

 

The aided recall revealed that Brand A had the highest brand awareness in the core 

sales territory, i.e. 45.8% in Munich and 46.6% in Nuremberg. In principle, the brand 

awareness of Brand A has not yet reached its upper limit, as the regional rival brand 

Frankenbrunnen, or national rival brands, e.g. Gerolsteiner, Vittel, Volvic or Evian, 

enjoy brand awareness rates of around 70%. It was conspicuous that the degree of brand 
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awareness of the Brand A drops continuously the further outside core sales territory of the 

brand the sales takes place. For example, in Frankfurt brand awareness was 35.7% and 

thus already 10 percentage points below the brand awareness rate in the core sales territory 

as shown in Table 87. When considering the results of the unaided recall and the top-of-mind 

of both the Brand A and the selected competitive brands, it becomes apparent that this basic 

tendency (a falling value the further away the survey takes place from the core sales area) is 

also evident in the levels of unaided recall (see Table 88) and top-of-mind (see Table 89). 

 

Table 88: Unaided recall (Spontaneous brand awareness) 

 Munich Nuremberg Stuttgart  Frankfurt  
Alwa 0.0% 0.0% 11.4% 0.0% 
Apollinaris 28.4% 21.5% 26.8% 20.4% 
Aquarell 15.2% 19.4% 5.2% 8.1% 
Bad Dürrheimer 0.0% 2.1% 14.6% 0.0% 
Basinus 5.5% 4.5% 6.5% 4.4% 
Bonaqa 14.5% 16.7% 13.0% 17.9% 
BrandA 30.1% 22.4% 17.5% 13.2% 
Eiszeitquell 2.5% 3.5% 29.0% 22.5% 
Ensinger 0.0% 0.0% 27.1% 0.0% 
Evian 15.1% 16.2% 17.9% 14.8% 
Filippo 0.0% 0.0% 16.0% 0.0% 
Frankenbrunnen 32.5% 31.7% 0.0% 23.0% 
Gerolsteiner 15.6% 12.3% 18.4% 17.9% 
Hassia 0.0% 0.0% 0.0% 37.1% 
Krumbach 13.8% 12.0% 17.5% 5.0% 
Rhönsprudel 9.9% 15.1% 11.9% 12.8% 
Teinacher 16.8% 14.9% 25.1% 7.3% 
Vittel 29.1% 25.8% 31.5% 34.2% 
Volvic 25.2% 34.9% 25.8% 29.9% 
Wittmansthal Quelle 4.9% 7.1% 3.2% 2.9% 
Other brands 45.6% 49.3% 56.7% 44.9% 
Labeled Brands 63.2% 69.1% 58.9% 71.2% 

  
 

It is noticeable in the naming of brands at the level of unaided recall that a high 

percentage of labelled brands are represented. This is indicative of the general 

trend mentioned above towards cheap mineral water, which results from the difficult 

economic situation of the consumers. This trend towards cheap mineral water is 

reinforced by the brands listed as other brands in Table 89. Here one finds 
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manufacturer brands which are represented in the cheap segment but which the 

managers do not currently see as direct rival brands of the Brand A. 

 

Table 89: Top-of-mind 

Brand M
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Vittel 22 8.8% 20 8.0% 21 8.4% 28 11.2% 91 9.1% 
Gerolsteiner 20 8.0% 17 6.8% 19 7.6% 18 7.2% 74 7.4% 
BrandA 23 9.2% 21 8.4% 11 4.4% 10 4.0% 65 6.5% 
Frankenbrunnen 22 8.8% 30 12.0% 0 0.0% 12 4.8% 64 6.4% 
Apollinaris 19 7.6% 11 4.4% 15 6.0% 13 5.2% 58 5.8% 
Volvic 12 4.8% 19 7.6% 9 3.6% 16 6.4% 56 5.6% 
Bad Dürrheimer 0 0.0% 0 0.0% 5 2.0% 0 0.0% 5 0.5% 
Bonaqua 11 4.4% 14 5.6% 7 2.8% 11 4.4% 43 4.3% 
Evian 8 3.2% 6 2.4% 10 4.0% 15 6.0% 39 3.9% 
Eiszeitquell 0 0.0% 0 0.0% 17 6.8% 10 4.0% 27 2.7% 
Teinacher 8 3.2% 5 2.0% 14 5.6% 0 0.0% 27 2.7% 
Ensinger 0 0.0% 0 0.0% 25 10.0% 0 0.0% 25 2.5% 
Rhönsprudel 10 4.0% 8 3.2% 0 0.0% 5 2.0% 23 2.3% 
Hassia 0 0.0% 0 0.0% 0 0.0% 22 8.8% 22 2.2% 
Alwa 0 0.0% 0 0.0% 19 7.6% 0 0.0% 19 1.9% 
Krumbach 5 2.0% 3 1.2% 8 3.2% 0 0.0% 16 1.6% 
Basinus 5 2.0% 4 1.6% 2 0.8% 2 0.8% 13 1.3% 
Filippo 0 0.0% 0 0.0% 12 4.8% 0 0.0% 12 1.2% 
Wittmansthal Quelle 5 2.0% 7 2.8% 0 0.0% 0 0.0% 12 1.2% 
Aquarell 7 2.8% 4 1.6% 0 0.0% 0 0.0% 11 1.1% 
Other brands 15 6.0% 12 4.8% 12 4.8% 13 5.2% 52 5.2% 
Labeled Brands 58 23.2% 69 27.6% 44 17.6% 75 30.0% 246 24.6% 

Total 250 100% 250 100% 250 100% 250 100% 1000 100%  

 

As the overall ranking in Table 89 shows, Brand A was at first glance the third strongest 

brand in the top-of-mind of the consumers. However, upon taking a closer look at 

the results, one can see that Brand A was in first place in its region of origin and then 

dropped continuously in the top-of-mind rating of the consumers the further away the 

sales territory was (see Figure 62). Besides the regional weakness of the brand in terms of 

brand awareness, the loss rate between the brand awareness levels presented above 

was also examined. As can be seen in Table 90, the loss rates also showed that the further 

away the sales territory was located from the core sales territory of the Brand A the 

greater the loss rates between the brand awareness levels. This could, for example, 
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be indicative of the lack of relevance in the positioning and communication of 

Brand A from the perspective of the consumer. 

 

Figure 62: Top-of-mind (namings) 
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Table 90: Losses between the different awareness levels 

  Munich Nuremberg Stuttgart  Frankfurt  
aided recall  45.8% 46.6% 39.4% 35.7% 
Difference  -34.3% -51.9% -55.6% -63.0% 
unaided recall  30.1% 22.4% 17.5% 13.2% 
Difference  -69.4% -62.5% -74.9% -69.7% 
Top-of-mind  9.2% 8.4% 4.4% 4.0% 
Difference to aided recall -79.9% -82.0% -88.8% -88.8% 

  

In search of possible causes, one possible answer could be found. Namely, that Brand A is 

probably too strongly regionally orientated and thus possibly not relevant enough 

for consumers in sales territories further away from the core sales territory. Another 

reason could be that the competitive pressure in these regions is not sufficient compared 

to other brands. Finally, the cheap brands, which are currently becoming increasingly 

important to the consumers, lead to a shift in the decisive relevance of the price. 

These results and assumptions will be included in the findings of the other indicators. 
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6.2.4.2 Brand image and associations 

The Brand A was viewed by the consumers as an original Bavarian mineral water.  

 

Table 91: Associations of Brand A  

Associations  % 
Bavarian tradition 92 
Alpine world 86 
Pure water from the Alps 65 
Boring advertising 63 
Sparkling spring water from the Alps 58 
Old fashioned and traditional 49 
Is too Bavarian for me and therefore uninteresting, the brand is 
“not my world” (mainly consumers outside Bavaria) 

43 

The mineral water tastes good 43 
Fresh, cooled mineral water from the Alps 40 
A brand which understands my world, tradition and upholds 
values (mainly consumers living in Bavaria) 

39 

Snow, pure air, clarity 26 
Fuddy-duddy water from Bavaria (mainly young consumers) 21 
Traditional Bavarian granny costumes and yodelling  
(mainly young consumers) 

19 

Healthy minerals from the Alps 15 
 

As Table 91 shows, the consumers associated healthy, pure Alpine water from a pure 

Alpine world with the Brand A; other associations were purity, clean air and the snow of 

the Alps. A large group of consumers also associated a tasty mineral water with Brand A 

that originally stems from sparkling spring water. The consumers also associated the 

minerals in the mineral water with the Alps. With these associations which have a strong 

regional character and the clear associations with the Alpine world and the related 

Alpine spring water the brand has a good USP compared to its competitors. The 

question is, however, whether this positioning is sufficient and relevant enough to the 

consumers and hence to the future struggle for an additional share of the market. 

 

However, the consumers interviewed also have negative associations with Brand A. 

Some found the positioning of Brand A too boring due to a too Bavarian communication, 

which is interpreted in a negative, or at least, irrelevant way in areas like Stuttgart 

and Frankfurt. The traditional, Bavarian-based communication is perceived negatively 
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in particular by young consumers and often stands for “fuddy-duddy water”. This 

poses the questions as to whether the communication with a traditional slant is 

generally annoying or wrong. There may be a lack of contemporary components, which 

are particularly important in today’s lifestyle society, but, tried and tested traditions offer a 

foothold on which today’s consumers can rely. This combination, which is currently 

lacking in the communication of Brand A, could be considered in future. 

 

Figure 63: Items of brand personality  
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The analysis of items of brand personality, which was important for the future strategic 

planning, revealed a number of additional aspects of the Brand A. Figure 63 shows 

the weaknesses, strengths and possible USP of the Brand A from the consumer perspective. 
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The brand personality items of Brand A can be interpreted as follows: the brand 

is down to earth, i.e. its decency and thus also honesty of the brand towards the consumers, 

the good taste of the water, its high credibility, its rural character as expressed in its 

affinity to nature and its regional orientation. Other characteristics, which met with 

approval, were the traditional orientation of the brand and its unspoilt character. In 

addition, Brand A was classified as trustworthy, value-orientated, reliable and 

optimistic. In contrast, the Brand A is currently not considered as cool, future-

oriented, family-orientated, humorous, lively, young, modern, spirited, feminine and 

contemporary. Unfortunately, many of these aspects are important for contemporary 

communication with consumers, in particular, in order to extend the target group for 

Naturell and also Medium to women and young consumers. By comparing the results 

of the survey about the image of the brands Frankenbrunnen, Gerolsteiner and Volvic and 

grouping the main positioning arguments, the diagram presented in Figure 64 is obtained.  

 

Figure 64: Comparison of the image between BrandA and competitive brands 
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The diagram shows the image of the Brand A from the consumer perspective and the images 

of the three selected competitive brands. It is clear from this that the basic idea underlying 

the Brand A’s positioning and image with a focus on tradition, regional ties and mineralization, 

is virtually unique. However, the question is whether this positioning or the current image 

is sufficient to achieve the future targets (increase in market share) in the long term. Image 

characteristics like wellness, family and health certainly appeal more strongly to the target 
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group today and can be communicated without a regional aspect. It became apparent from 

the analysis that the changed communication of the campaign from 2005 and 2006, which 

led to a bitter drop in sales for the Brand A, was no longer an issue for the consumers. The 

current perceived image of the consumers was characterised by the “classical” communication 

of the last ten or twenty years. 

 

 

6.2.4.3 Brand sympathy 

When prompted about the sympathy for Brand A, the trend was the same as that for brand 

awareness. In the core sales territory, Brand A had a loss of nearly 50% amongst the 

consumers that know the brand and the consumers that like the brand. Brand A suffered a 

loss of almost 70% in the remaining sales territory which may result from the fact that the 

brand’s image may not appeal sufficiently to the consumers.  This might be indicative of a 

too focused image, which is not so relevant to the rest of the sales territory or which the 

consumers do not like. The sympathy rates of the rival brands range on average between 30% 

(Alwa) and 85% (Wittmansthal Quelle, Filippo and Eiszeitquell). 

 

Table 92: Losses between brand awareness and brand sympathy for the BrandA 

 Munich Nuremberg Stuttgart Frankfurt  
Aided recall 45.8% 46.6% 39.4% 35.7% 
Difference -46.1% -54.7% -66.0% -70.0% 
Sympathy 24.7% 21.1% 13.4% 10.7% 

 

The loss rates, which result from the use of the brand, ranges from 70% to 90% (see 

Table 94) where Brand A with an average loss rate of 80% is in the mid-range of the 

loss rates (see Table 95). However, it should be noted that the loss rate of Brand A 

also increased slightly, the further away the sales territory was from the core sales 

territory.   
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Table 93: Brand sympathy 

 Munich Nuremberg Stuttgart Frankfurt  
Alwa - - 20.7% - 
Apollinaris 21.9% 18.3% 22.2% 25.3% 
Aquarell 9.1% 11.0% 10.0% 9.1% 
Bad Dürrheimer - 2.4% 18.4% 3.9% 
Basinus 9.1% 5.7% 6.7% 6.9% 
Bonaqa 10.0% 10.3% 10.6% 9.9% 
BrandA 24.7% 21.1% 13.4% 10.7% 
Eiszeitquell 2.9% 2.7% 11.7% 8.8% 
Ensinger - - 31.4% 1.4% 
Evian 23.5% 23.0% 23.3% 23.7% 
Filippo - - 4.0% - 
Frankenbrunnen 27.5% 34.3% 1.5% 17.6% 
Gerolsteiner 20.8% 21.5% 20.2% 20.4% 
Hassia - - - 26.9% 
Krumbach 9.6% 7.6% 9.7% 4.1% 
Rhönsprudel 5.0% 5.4% 5.3% 4.8% 
Teinacher 11.1% 10.9% 16.8% 6.7% 
Vittel 25.2% 26.5% 26.1% 25.8% 
Volvic 27.6% 29.4% 28.3% 28.7% 
Wittmansthal Quelle 2.1% 2.6% 2.8% 2.3%  

 

Table 94: Brand usage 

 Munich Nuremberg Stuttgart Frankfurt  
Alwa - - 4.7% - 
Apollinaris 1.7% 1.5% 1.8% 2.0% 
Aquarell 1.0% 1.2% 1.1% 1.0% 
Bad Dürrheimer - 0.5% 4.1% 0.9% 
Basinus 2.3% 1.4% 1.7% 1.7% 
Bonaqa 1.7% 1.8% 1.8% 1.7% 
BrandA 5.2% 4.2% 2.4% 1.8% 
Eiszeitquell 0.9% 0.8% 3.5% 2.6% 
Ensinger - - 6.6% 0.3% 
Evian 4.7% 4.6% 4.7% 4.7% 
Filippo - - 0.8% - 
Frankenbrunnen 5.5% 6.9% 0.3% 3.5% 
Gerolsteiner 4.6% 4.7% 4.4% 4.5% 
Hassia - - - 5.1% 
Krumbach 2.4% 1.9% 2.4% 1.0% 
Rhönsprudel 0.9% 0.9% 0.9% 0.8% 
Teinacher 3.1% 3.1% 4.7% 1.9% 
Vittel 2.5% 2.7% 2.6% 2.6% 
Volvic 3.0% 3.2% 3.1% 3.2% 
Wittmansthal Quelle 0.6% 0.8% 0.8% 0.7%  
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Table 95: Losses between brand sympathy and brand usage for BrandA 

   Munich  Nuremberg Stuttgart  Frankfurt  
Sympathy 24.7% 21.1% 13.4% 10.7% 
Difference -78.9% -80.1% -82.1% -83.2% 
Usage 5.2% 4.2% 2.4% 1.8% 

 

 

6.2.4.4 Perceived brand quality and benefit 

The analysis of the perceived quality of the Brand A revealed that the perceived 

quality of the brand satisfied the quality expectations of the consumers to a very 

high degree. This result was evaluated with school grades ranging from 1 (very 

good) to 5 (poor). The evaluation showed that the Brand A was graded with 1.6. 

 

Table 96: Perceived quality in comparison 

Brand BrandA Adelholzener Frankenbrunnen Gerolsteiner Volvic 
Perc. Qual. 1.6 2.1 1.5 1.3 1.7 
(1.0 = very good, 5.0 = poor) 
 

The main reason for this positive assessment is the quality of the mineral water. Consumers 

perceive the taste of the mineral water as good or very good as shown in Table 97. 

The good taste is attributed above all to the good and special mineralization of the mineral 

water, which consumers associate which its origin in the Alps. The fact that the water 

is pure and untouched is also held in high esteem by the consumers.  

 

Table 97: Perceived brand quality items for the Brand A 

Perceived brand quality items: Brand A % 
The water tastes better than other brands 89 
The mineralization of the water is pleasant without giving the water a 
strange and odd taste 

84 

At last the brand also has PET bottles, that makes them a lot lighter and 
easier to transport 

72 

I believe in the healthy mineralization from the power of the untouched Alps 64 
For me, it lacks the variety offered by other brands, e.g. other flavours 56 
I also use the mineral water for my children because the mineralization is 
so good and contains little sodium 

45 
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Perceived brand quality items: Brand A % 
I particularly like the taste of the Medium variant of Brand A compared to the other 
brands – I wouldn't have thought that of the Brand A  

44 

I am happy that the taste of the brand lives up to the advertising 29 
I like the Naturell variant a lot, it is possible to drink a lot of it so that I 
manage the recommended 2-3 litres a day without burping the whole time. 
The Naturell variant also tastes very good 

27 

Although the image is for me somehow very Bavarian, I like the taste of the water 13 
I like the fact that I can buy the brand everywhere and that I don't always 
have to go to a certain retailer 

7 

 

Table 97 shows the most important arguments given for the high rating of perceived 

quality. The only points of criticism pertaining more to the product range are the lack of 

variety and flavoured variants. However, these arguments will presumably be invalidated 

in the next few months because there are plans to introduce brand extension (Bio and N-

Taste) products with flavour. At least this point of criticism, which was raised by 56% of 

the consumers interviewed, shows that this step is essential for Brand A. 

 

 

6.2.4.5 Brand satisfaction 

The satisfaction with the brand, also expressed in school grades, was with an overall 

grade of 2.3 lower than that of the perceived quality of the brand (see Table 98). 

 

Table 98: Brand satisfaction in comparison 

Brand Brand A Adelholzener Frankenbrunnen Gerolsteiner Volvic 
Satisfaction 2.3 2.4 1.4 1.5 1.6 
(1.0 = very good, 5.0 = poor) 
 

From the reasons presented in Table 99, it can be seen that most consumers have a 

problem with the image, which is communicated by Brand A and perceived by the 

consumer. In particular, consumers who do not live in Bavaria do not find the image 

of the brand particularly attractive. 
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Table 99: Satisfaction items for the “BrandA” brand 

Satisfaction items: BrandA % 
I am basically satisfied with the brand. However, the advertising 
is not convincing enough for me to always buy this brand  

73 

I find the image of the brand rather boring, but the product itself 
is really very good.  
(Mainly by consumers who do not come from Bavaria) 

42 

I would be very satisfied if the BrandA brand had a wider range, 
different flavours would be particularly good 

38 

I am very happy with the quality, but if someone had not 
recommended the brand to me I would never have bought it 

25 

The brand is well rounded and I think that the brand understands its 
consumers well. (Mainly consumers living in Bavaria) 

19 

 

6.2.4.6 Brand loyalty 

The analysis of the results of brand loyalty to the three levels of brand loyalty revealed a 

number of peculiarities regarding the loyalty of the consumers to both Brand A and 

the competitive brands. The results of the two levels repeat purchases and attitudinal 

loyalty were surprisingly similar. Table 100 and Table 101 provide a detailed overview of 

the individual figures in the four different locations. 

 

Brand loyalty Level 1:  

Consumer behaviour on the marketplace – repeat purchases 

Table 100: Repeat purchase 

  Munich Nuremberg Stuttgart  Frankfurt  Total 
Alwa   0.0% 0.0% 5.3% 0.0% 1,3% 
Apollinaris 2.1% 1.9% 1.8% 1.7% 1.9% 
Aquarell 2.0% 1.4% 0.0% 0.0% 0.9% 
Bonaqa 2.1% 2.8% 2.2% 1.7% 2.2% 
BrandA 4.5% 4.0% 1.7% 1.4% 2.9% 
Ensinger 0.0% 0.0% 3.1% 0.0% 0.8% 
Evian 1.0% 0.9% 0.9% 0.7% 0.9% 
Frankenbrunnen 4.4% 3.9% 0.0% 1.2% 2.4% 
Gerolsteiner 5.5% 4.8% 4.2% 4.3% 4.7% 
Hassia 0.0% 0.0% 0.0% 5.3% 1.3% 
Vittel 2.9% 2.8% 3.0% 2.5% 2.8% 

Volvic 3.3% 3.0% 2.9% 2.9% 3.0% 
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Similar to the results of the preceding indicators, a trend can also be observed here, 

namely, that the number of loyal consumers decreases the further away they live 

from the core sales territory, both in terms of repeat purchase and attitudinal loyalty. 

 

Brand loyalty Level 2:  

Attitudinal loyalty – Consumers preferences and attitudes toward the brand 

Table 101: Attitudinal loyalty 

  Munich Nuremberg Stuttgart  Frankfurt  Total 
Alwa   0.0% 0.0% 4.5% 0.0% 1.1% 
Apollinaris   2.1% 2.0% 2.1% 1.8% 2.0% 
Aquarell 1.8% 1.3% 0.0% 0.0% 0.8% 
Bonaqa   2.3% 2.9% 2.1% 1.9% 2.3% 
BrandA 4.7% 4.2% 1.4% 1.1% 2.9% 
Ensinger 0.0% 0.0% 2.9% 0.0% 0.7% 
Evian   1.2% 1.1% 1.0% 0.9% 1.1% 
Frankenbrunnen 4.6% 3.8% 0.0% 0.9% 2.3% 
Gerolsteiner   5.7% 5.1% 4.6% 4.4% 5.0% 
Hassia 0.0% 0.0% 0.0% 4.9% 1.2% 
Vittel   3.3% 3.1% 3.2% 2.8% 3.1% 
Volvic   3.5% 3.5% 3.3% 3.0% 3.3% 

 

Brand loyalty Level 3:  

Cognitive loyalty – top-of-mind 

The basic results for the top-of-mind figures have already been discussed in Section 

6.2.4.1 and are presented in Table 89 on page 356.  

Figure 65: Differences between re-purchase rate, top-of-mind rate and attitudinal loyalty rate 
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If the results of the three levels are now combined and compared, various conclusions can 

be drawn as clearly presented in Figure 65. It is noticeable that the results of the first 

level (repeat purchases) and the second level (attitudinal loyalty) are very similar, the 

figures of the third level (top-of-mind) diverge significantly from the other two levels. 

This could indicate that for consumers the top-of mind brand must not necessarily be 

the brand that they use every day. Consumers might, e.g., use the cheap private labels 

from the discounter in everyday life, but when prompted for a “brand” they did not 

see the private labels of the discounter as a “classical” brand and therefore answered the 

question with a “filter” for a “classical” brand. As can be seen in the tables above, 

the private labels represent a large share of the mineral water market. Another reason 

for the variance could be the differing degrees of advertising pressure of the 

individual brands, which also influence the consumers in their brand perception and 

thus also the result of the top-of-mind evaluation. A further possible reason for the 

marked variance in the top-of-mind results could be that, in conjunction with the two 

reasons named above, the consumer sees a significant difference between the loyalty to 

a brand and the brand which comes to mind first. 

 

By considering the very small difference between the results of the repeat purchase and 

attitudinal loyalty, it could be assumed that the consumers, at least in the mineral water 

industry, consider themselves to be loyal to a brand if they buy it regularly and vice 

versa it could be assumed that the loyal consumers consciously attach importance to their 

brand and buy it regularly. Due to the unexpectedly small difference between repeat 

purchase and attitudinal loyalty, the repeat purchase has, at the request of the managers, 

been used in this case study as the measure of brand loyalty. 

 

6.2.4.7 Losses along the consumer-decision-making chain 

One of the tasks of management regarding the brand valuation was to analyse the biggest 

losses along the whole consumer-decision-making chain through to loyalty. Figure 66 

presents the current situation for Brand A. To obtain an understanding of the loss rates, 

which can be classified as “normal” and which are a “cause for concern”, the two German 

studies, namely the Brigitte Kommunikationsanalyse (2008) and Stern Markenprofile 12 

(2008), ascertained an average figure from all the consumer goods brands analysed to date. 
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Brigitte Kommunikationsanalyse (2008) arrived at an average of 43% for awareness, 14% 

for sympathy and 10% for usage. The averages calculated by the Stern Markenprofile 12 

(2008) were similar. For the average awareness, Stern Markenprofile 12 (2008) arrived at 

a figure of 45%, for sympathy 16% and for usage 10%. The following average differences 

can be calculated from these averages: 

 

Table 102: Average loss rates and differences 

 Awareness Difference Sympathy Difference Usage 
Brigitte KA 
(2008) 

43% -67.4% 14% -28.6% 10% 

Stern Marken-
profile 12 (2008) 

45% -62.5% 16% -37.5% 10% 

 

If the average loss rates are compared with those of Brand A presented in Figure 66, it 

becomes apparent that the loss of brand sympathy in comparison to brand awareness of   

-58.2%, which is between 5% to 10% above the average, is not unusual and very positive 

for the Brand A. However, it is conspicuous that the loss from brand sympathy to usage of  

-81% is very high, i.e. this figure is almost double the averages calculated in Table 102. 

 

Figure 66: Losses along the consumer-decision-making chain 
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The question “why” needs to be examined. Although brand sympathy was ranked as 

slightly above average in the overall evaluation, the sympathy does not seem to be 

sufficient to encourage a corresponding number of sympathisers, to actually buy the 

Brand A. To get sympathisers to buy, a brand must also be relevant to the sympathiser 
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and thus ultimately to the buyer. By considering the figures and data from the image 

analysis of Brand A in Section 6.2.4.2, it quickly becomes clear that this decisive 

relevance is missing. This became all the more evident in a breakdown of loss rates 

by locations (see Table 103). 

 

Table 103: Overview of losses according to locations 

 Munich Nuremberg Stuttgart  Frankfurt  
Aided recall 45.8% 46.6% 39.4% 35.7% 
Difference -34.3% -51.9% -55.6% -63.0% 
Unaided recall 30.1% 22.4% 17.5% 13.2% 
Difference -69.4% -62.5% -74.9% -69.7% 
Top-of-mind 9.2% 8.4% 4.4% 4.0% 

 
 Munich Nuremberg Stuttgart Frankfurt  
Aided recall 45.8% 46.6% 39.4% 35.7% 
Difference -46.1% -54.7% -66.0% -70.0% 
Sympathy 24.7% 21.1% 13.4% 10.7% 
Difference -78.9% -80.1% -82.1% -83.2% 
Usage 5.2% 4.2% 2.4% 1.8% 

 

Again, it became clear that the lacking relevance is augmented by the increasing 

distance from the core sales territory. The analysis shows that these high loss rates 

were attributable to the image, which the consumers currently do not consider as 

contemporary (see Section 6.2.4.2). The lack of relevance of the currently perceived 

and communicated image for the majority of the sympathisers is the reason not to 

choose Brand A when buying mineral water.  

 

Going a step further and considering the loss rate between the (first) purchase of 

Brand A and the repeat purchase of the Brand A and the buyers which see themselves 

as loyal, the loss rate was just under 15%. This figure, which can be classified as 

very good, suggests that once a consumer has chosen a product from the Brand A, he 

was clearly convinced of the brand. This low loss rate is thus in line with the very 

good evaluation of the perceived quality of the brand A and the brand satisfaction, 

which was only rated slightly worse due to the irrelevant image of the brand.  
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Table 104: The connection between the results of the consumer-decision making process 

and the consumer-based indicators 

Consumer-decision 
making process 

   Consumer-based 
indicators 

   Awareness 
Aided recall  41.9%  Aided recall 
  20.8%  Unaided Recall 
    6.5%  To-of-mind 
Sympathy  17.5% Sympathy 
Intention to buy - -  
(First) purchase 
(in this case study = 
usage of the brand) 

3.4%   

  1.6* Perceived quality & benefit 
  2.3* Satisfaction 
Re-purchase  2.9% Re-purchase 
Loyalty   2.9% Loyalty  

                                                           * = grades 
 

The high quality (taste, quality, mineralization) of the products of the Brand A is thus 

an enormous potential driver for winning loyal customers when they have been 

encouraged to buy the products again. 

 

6.2.5 Metrics (Brand monitoring) 

By the end of the case study, the managers were unable to agree to certain metrics, in 

particular, metrics that can be used to measure the efficiency of the brand. Strategic 

management and the accounting managers planned to reach an agreement on this by 

summer 2009, at the latest. The aim of this case study was to report on its use in practice. 

This is not possible for the brand monitoring metrics as they have not yet been implemented. 

 

6.2.6 Sensitivity analysis 

To consider the uncertainty inherent in the brand valuation of Brand A, management 

agreed to use sensitivity analyses. Other alternatives, such as the risk analysis or the 

scenario analysis, described in Section 5.10, to calculate the uncertainty were rejected by 

the management, in particular the accounting managers, due to the current personnel 
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bottlenecks. These would, however, have been necessary in order to prepare additional, more 

comprehensive data. As can be seen in Figure 67, the sensitivity analysis was applied 

to the following variable factors of the brand valuation: Price Premium, Volume Premium, 

Discount Rate, Growth Rate, Investments, and Life time. All of these factors were re-

calculated based on the assumption of a 10 percent increase in the original values. 

 

Figure 67: Sensitivity analysis of the brand valuation of Brand A  
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The analysis revealed that changes in three factors can have a significant influence on 

the brand value of the Brand A. With an assumed increase of 10%, the price premium and 

the volume premium would have an increase of 36.9% in each case and a decrease of 

-23.2% for changes in investments.  In contrast, a change in the discount rate and the 

life time would have had a lower effect on the brand value (6.1%). A 10% change in 

the growth rate had the smallest influence on a possible change in the brand value of 

the brand A, which was just 0.3%.  

 

From the outset, the accounting managers had anticipated the huge influence of the 

price premium and volume premium, which is why they had stipulated a large sample size 

of the survey to counter any uncertainties (see Section 6.1.3.2). Contrary to the heavy 

criticism in literature, a change or uncertainty in the discount rate and growth rate, had a 

relatively small impact on the calculated brand value. Appendix I (see page 484) 

contains a detailed summary and the calculations performed in the sensitivity analysis. 

 



Case Study  

 372 

6.3 Conclusions and recommendations for the company 

To conclude the case study, the following results were analysed and recommendations given:  

 

Besides the calculation of the total brand value for the Brand A including the 

possible brand extensions Bio and N-Taste, the following brand value alternatives were 

derived (depending on the company’s decision on launching one or both brand 

extensions): 

TOTAL BRAND VALUE FOR THE "A" BRAND + "BIO" 92,644,932 EUR

TOTAL BRAND VALUE FOR THE "A" BRAND + "N-TASTE" 88,705,216 EUR

TOTAL BRAND VALUE FOR THE "A" BRAND + "BIO" + "N-TA STE" 93,390,752 EUR

 

These brand value alternatives are a fundamental basis for the brand, particularly for 

top management, in terms of the current and future financial development of the 

brand and for the strategic management accounting.  

 

Alongside the purely financial-based brand value, the brand valuation gave rise to 

other, particularly consumer-based results and recommendations:  

 

The maximum willingness to pay from the consumers for the Classic and Medium 

variants is slightly above the sales price. The maximum willingness to pay for the 

Naturell variant, on the other hand, is still considerably below the sales price. It can 

be concluded from this that the consumers are not completely convinced of the more 

recently introduced variant, as Brand A in its brand core tends to stand for 

healthy, sparkling Alpine water. 

 

However, considering the German price ranges in the mineral water industry, it 

becomes apparent that the Brand A is in the middle price segment of the industry, 

with a sales price for the Classic and Medium variants of 39 cents per litre and for the 

Naturell variant of 37 cents per litre (= 55 cents for 1.5 litres). In the long-term, this 

middle price segment will not be able to assert itself, according to the general trend 

in the consumer goods sector. From a strategic perspective, the question is, 

whether Brand A should join the lower price segment and generate turnover through 
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volume, similar to the currently booming private labels of the discounters, or whether 

Brand A should move towards the higher price segment and generate turnover 

through added value. 

 

To be able to answer this question, other results of the brand valuation need to be considered. 

1. The willingness-to-pay of the consumers for the original variants Classic and 

Medium is slightly above the sales price. A closer look at the willingness to pay 

reveals that this segment comprises mainly of loyal and regular users, who are prepared to 

pay more for the brand. Consumers who do not consider themselves to be loyal or 

who have too little experience with the brand, are not prepared to pay more for the brand.   

 

2. The willingness-to-pay of the consumers for the Naturell variant, however, holds 

great potential as the consumers are not yet prepared to reward the added value of 

this variant. This may, on the one hand, be due to the brand core in the minds of the 

consumers, or on the other hand, to sub-optimal communication (advertising). 

 

3. Therefore, the results for the brand image and associations can be consulted here.  

The traditional Bavarian image orientation associated with Bavarian values and also 

with the Alpine world as an USP for the Brand A appealed strongly to the core sales 

territory Bavaria as shown in the overview in Table 103. But this deteriorates quickly  

(a) in sales territories outside Bavaria where other traditions and origins are more 

relevant, and  

(b) among younger target groups who, even in these difficult times of unemployment, 

existential fears and other external influences, find the image too old-fashioned and 

boring and thus not relevant enough. This target group misses the transformation of 

values to a more modern and problem-conscious adjustment to today’s world and 

living situations. 

 

4. By adding to this the results and findings of the consumer-decision making chain, 

Brand A has a greater loss in development from sympathiser to buyer of the brand 

with a loss rate of more than 81%. The very good valuation of perceived quality and 

benefit of the brand is indicative of a high satisfaction with the quality of the mineral 
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water. The good, but compared to perceived quality and benefit, poorer valuation of 

satisfaction shows that there must be a “disruptive factor” outside the quality of the 

product. The reasons given by the participants of the interviews showed that they find the 

current communication as “annoying” and not relevant and convincing. 

 

It can be concluded, that there is considerable room for improvement in the added 

value of Brand A in the area of emotional benefit, particularly outside the core sales 

territory and among younger target groups. 

 

Based on these summarised results, the following recommendations can be made:  

 

Recommendation 1: Fundamental strategic positioning decisions on the future 

price segment. A development towards the low price segment would, however, 

destroy the added value generated to date. In this price segment, the brand would 

have to compete more fiercely with the existing private labels of the discounters. 

Turnover would primarily be generated through volume by the company’s limited 

production space needs to be considered here. However, the brand has good potential 

for the long-term development into a brand in the high-price segment, potential which 

Brand A is currently not using sufficiently. The main potential of Brand A is the very 

good quality of its water. The emotional benefit needs to be further optimised in 

order to further increase added value and thus also the willingness to pay of the consumers, 

ultimately allowing an increase in sales price.   

 

Recommendation 2: Increase of added values by raising the emotional benefit. 

The current positioning of the brand needs to be fundamentally reconsidered. This 

does not apply so much to the USP as pure Alpine water, but to the question of the 

intensity of the Bavarian flair of the advertising and the image. The image of the 

brand needs to pick up on more relevant and more contemporary topics which appeal 

more to today’s target group and thus generate an emotional benefit for the brand, 

which makes the consumer perceive a greater added value. 

 



Case Study 

 375 

Recommendation 3: A short- to medium-term task is to reduce the high loss rate 

between sympathisers and buyers of Brand A to increase the sales of the brand. 

This recommendation is linked to the developments from recommendation 2. The 

consumers feel some sympathy for the communication and image of the brand, but 

not enough to buy it. The loss rate of 81% harbours large potential to generate sales 

in the short- to medium-term, without the expense of expanding the sales territory or 

enlarging the distribution network. 

 

Recommendation 4: Another possibility to increase the sales volume may be to 

enlarge the sales territory. However, this further “distancing” from the sales 

territory in turn requires the optimisation of the brand and the communication used, 

so that it is relevant for non-Bavarian regions as well. 

 

Recommendation 5: The consumers want a wider variety of innovative drinks and 

flavours from the brand. The current lack of such products in the range, gives the 

impression to the consumers, that the brand is not innovative. This, in turn, causes 

existing buyers to change to alternative brands which offer such products. The brand 

has a lot of catching up to do here. The two extensions Bio and N-Taste are the right 

products to give innovative signals, but in the medium- to long-term the brand can 

not only launch these two extensions. Today, consumer want modern, innovative and 

functional drinks, which generate additional turnover and sales volume for the brand. 

 

Recommendation 6: Development of a brand monitoring system based on the 

principles of a brand performance system, which can provide useful indicators for 

future target activities and verify past periods.  

 

In the case of Brand A, special attention should be paid to the further effective 

development of the brand image and the reduction of the loss rates between 

sympathisers and buyers. 
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6.4 Conclusions considering methodology and research questions 

 

Research Question 1: Lack of acceptance and reasons 

The case study showed that the developed brand valuation model offered an 

absolutely objective monetary brand value and objective metrics. To achieve this 

aim, some statistical parameters were included in advance, in agreement with the 

strategic management accounting department to gain an ‘objective’ result for the 

price and volume premium. In the case of Brand A a smaller sample size (60%-70%) 

would also sufficient to gain the same results. The company internal managers and 

the company external manager rated the identification and calculation of the 

brand-related costs and cash outflows as ‘realizable and accomplishable’. Maybe 

it should be mentioned, that in this case study the company only had one brand in the 

brand portfolio. This fact alleviates the complexity of identification and calculation 

of the brand-related costs. They also rate the method they used and the results as 

objective, in terms of the requirements of the shareholder value approach (considering the 

forecasts). The managers rated the economic aspect (time and cost consuming) of 

the brand valuation as appropriate to the gained results. The managers rated the results 

and metrics of the consumer-based indicators as very helpful and ‘related to practice’ for 

further strategic planning and for interpreting the results of the brand value.  

 

By considering the complete case study one can see that the managers rated, at the 

preparation stage (see Section 6.1), the complete methodology used for the brand 

valuation and the way the case study was carried out as reliable, objective and repeatable.  

 

Research Question 5: The developed brand valuation model 

With regard to the components and indicators of the brand valuation model, the 

model turned out to be practice-orientated. Possible weaknesses of the brand 

valuation (in particular the monetary calculation of the brand value) did not happen 

as feared. The suggested arrangements to prevent possible weaknesses worked as well 

as the researcher had hoped. The consideration of a consumer-based component, a 

financial-based component and the marketing-mix component was successful. The 

consumer-based indicators (awareness, image, sympathy, satisfaction, perceived 
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quality & benefit, and loyalty) used in this model can clearly disclose the weaknesses 

of a brand and support the management in strategic brand planning. By following the 

principles of the cause-related added value chain, the indicators were also consistent 

with the principles of the value-based management and the marketing performance 

system. Thus, the strategic management accounting managers were willing to integrate the 

results into their systems and to make the brand more controllable and verifiable. The 

process-based (see Figure 33 on page 216) implementation of the brand valuation 

model had positive effects on the quality of the results and on the acceptance within 

the company with regard to the results and the administration of the model. A further 

very interesting observation will be the development of the brand value and brand 

strength of the Brand A over the next years. 

 

Research Question 6: Brand extension potential 

The case study had the possibility of valuing the two brand extension of the brand. 

Noticeable in connection with the valuation of the two brand extensions was that the 

calculation of the final brand extension value was not the problem, rather the determination 

of the forecast planning values. The researcher had the impression that the managers 

rated the results of their planning objective as correct and would always determine 

uncertain and forecast values in this way. Nonetheless, the researcher recommends in 

connection with the valuation of brand extension further investigations to find more 

reliable methods in the case of a “double” uncertainty in connection with the 

valuation of brand extension. 

 

Research Question 7: Brand monitoring system 

Unfortunately, the company managers did not agree to a final metrics for a brand 

monitoring system. When the case study finished the managers still were in a co-

ordination phase for determining the metrics for a brand monitoring system. 
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7 Conclusions and recommendations 

The main aim of this research work was to analyse the reasons for the lacking acceptance 

of brand valuation in practice, and based on this, to develop a brand valuation model 

that considers for the most part, the requirements and prerequisites of both the marketing 

managers and the strategic management accounting managers. In the following, a 

concluding interpretation of the developed brand valuation model (see Section 7.2), a 

summary of the theoretical and practical key findings (see Section 7.1), conclusions 

from this work and points of departure for further research in this area (see Section 

7.3) are provided. 

 

7.1 Theoretical and practical key findings, results and comparisons  

This section shows the key findings of the 33 interviews with marketing managers, 

brand managers and strategic management accounting managers. These key findings 

will be also compared with the results of the literature.  

 

7.1.1 Objectivity regarding the calculation of the financial brand value 

The literature  consulted insists on absolute objectivity in connection with the 

calculation of the financial brand value. However, literature cannot offer solutions and 

approaches that are absolutely objective. For the managers interviewed objectivity 

was also very important and crucial. Objectivity in brand valuation is very important 

and is one of the main aspects for the lack of acceptance of the brand valuation 

construct in practice (see RQ 1). Based on the fact that the brand value of internally 

grown brands cannot be listed on balance sheets due to a lack of objectivity (see 

Section 2.2.4.1.1), the interviews showed that in contrast to literature the managers linked 

up the degree of objectivity of brand valuation. The managers considered a brand 

valuation model as “objective” when the model meets the requirements of 

objectivity set by the company valuation system. A further important result for RQ 3 

was that in most cases these company valuation systems follow the shareholder value 

principles and thus a modern brand valuation model also has to follow these requirements.  
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7.1.2 Interdisciplinary cooperation between marketing and strategic 

management accounting  

In brand equity literature the need for interdisciplinary cooperation between marketing 

and strategic management accounting is still being neglected, in particular in 

combination with consumer-based indicators. In contrast, marketing performance 

literature  and the managers interviewed highlighted the need for cooperation with 

regard to the growing importance of the brand and its value in the company as a 

resource and intangible asset. A consequence of this need was a further requirement 

in the sense of RQ 3. For a successful integration of a brand valuation model it is also 

necessary to consider a “framework” which is predetermined by the company valuation 

system, i.e. the marketing performance system, shareholder value approach, etc. 

 

7.1.3 Cause-related added value chain and consumer behaviour 

The basis of the developed brand valuation model is the developed cause-related 

added value chain (see Section 5.2). According to the managers interviewed the 

cause-related added value chain has to ensure the cause-related connection of all 

indicators in a value generating order. The explanations in Section 5.2 showed that 

the added-value chain has to consider the complete brand value creation process. This 

included (i) the integration of the marketing mix  (see also Section 7.1.4), (ii) the 

consideration of consumer-based and the financial-based components to meet the 

requirements set by the marketing performance system, the value based management 

approach and shareholder value approach, (iii) the consumer behaviour as a “converter” 

into monetary values and (iv) the premium construct. The main advantage of the cause-

related added value chain is in combination with the construct of consumer behaviour to 

connect the consumer-based and the financial-based components without subjective 

transformations. 

 

7.1.4 The usage of the marketing mix 

As a element of the cause-related added value chain the marketing mix was also a 

part of RQ 4 and RQ 5, since it serves as a basis for the calculation of the brand-

related costs and for the metrics of the brand monitoring system. In literature,  some 
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authors see the possibility that some elements of the marketing mix can influence 

brand equity. Nonetheless, the marketing mix and its programme is seen as a tool 

that is too abstract and not sufficiently consumer-orientated and thus not able to 

create a maximum of added value in the consumer’s mind (brand strength). The 

elements of the marketing mix seem not to be dynamic enough to consider the specific 

market changes in the industries and the dynamic changing consumer needs. In contrast, 

the managers attributed ideal qualities to the marketing mix as a starting point for 

the brand valuation. The managers considered the criticisms as irrelevant in practice 

because the marketing mix is an operational implementation instrument of a previously 

developed brand strategy. The definition of the marketing mix in this thesis (see 

Section 5.2.1.1.2) enables the individual flexibility  of the model in each company and a 

comparison between the input and output of resources, which allows the use of 

performance system principles. Furthermore, this understanding also supports the 

interdisciplinary cooperation between marketing and strategic management accounting. 

 

7.1.5 The usage of the premium construct 

The premium construct was one of the elementary questions and affected RQ 3, RQ 

4 and RQ 5, as the brand value is determined besides the shareholder value approach 

mainly by the price and volume premium. The literature  indicated on the one hand the 

willingness to pay a price premium as one of the strongest indicator as it indicates the 

added value. On the other hand the literature review showed criticism of brand valuation 

models based on the price premium construct as too subjective with regard to data 

generation and too vague regarding the meaning of its value. The risk of wrong results is 

discussed in literature due to the assumption that the participating consumer would 

not be able to estimate the brand objectively enough. Additionally, the price premium 

results gained with the directly stated willingness-to-pay method did not offer 

insights as the results of the conjoint-analyses would do. The managers saw the 

logical development of their definition of brand equity and the stringent consideration and 

realisation of the cause-related added value chain in the usage of the premium 

construct. In combination with statistical requirements and a fictitious “No-Name” 

product the managers graded the premium construct as reliable. By using the 

premium construct the separation of brand-related and product-related income was 
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possible and thus the added value quantifiable. A further strength is that the premium 

construct sees consumers as the ‘target group’ of the brand’s added value and directly 

reflects the consumer’s attitude to the brand. Finally, the use of the premium construct 

based on the cause-related added value chain in combination with consumer behaviour, 

avoids the use of subjective transformations of qualitative indicators into monetary 

brand values.  

 

7.1.6 Consideration of consumer-based and financial-based aspects 

A further result of RQ 3 was that the shareholder value approach and the value-based 

management are one of the main requirements for brand valuation, confirmed by the 

managers interviewed. To overcome the requirements set by these two approaches it 

was necessary that the developed brand valuation considered consumer-based and 

financial-based aspects. These aspects were also part of RQ 5 as they influenced the 

structure of the developed brand valuation model to a high degree. The managers 

saw a model supporting only a single financial brand value as insufficient because of 

the lack of supporting the principles of value-based management. It was important 

for the managers to get information of how to improve this value e.g. by consumer-

based indicators as insufficient supporting specific brand strategies. 

 

7.1.7 Brand monitoring 

Brand monitoring metrics were the topic of RQ 7. Brand monitoring metrics based 

on the results of the brand equity had in the eyes of the managers interviewed several 

advantages. First, these metrics supported brand management in interpreting brand 

equity and its changes. This was a good basis for the development of a brand 

performance system as the developed brand valuation model followed the principles of 

performance systems with an input and output perspective. 

 

7.1.8 Brand extension value 

RQ 6 focused on how to satisfy the managers’ demands to include the financial brand 

extension value to consider the full (future) potential of a brand. Unfortunately, the 
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managers hardly had any experience of including the value of brand extension in the 

brand value. In literature  the value of brand extension in combination with brand 

equity is also hardly investigated. By using the real options analysis for valuing 

brand extensions, it was possible to integrate the brand extension value optionally, 

on the condition that the planned brand extension would be realised within one 

year of the brand valuation. The advantage of real options enabled the flexibility of 

management to address uncertainties as they are revealed. Future brand extensions 

were highly uncertain in their value creation. 

 

7.2 Appraisal of the proposed brand valuation model  

This section enumerates a number of selected advantages and limitations that are 

relevant to an appraisal of the proposed brand valuation model. 

 

7.2.1 Advantages of the proposed brand valuation model 

7.2.1.1 Considering the source of brand equity: the customer and consumer 

A positive aspect is that brand-related cash inflows are derived from consumer 

surveys. In this way, the starting point of the concept is the source of the brand 

equity, namely the behaviour of the consumer.   

 

7.2.1.2 Differentiation between brand-related and product-related cash inflows 

and cash outflows 

Another positive item is that the differentiation between brand-related and product-

related cash inflows enables the valuer to directly compare price and demand 

effects of different brand features and different unbranded products on the brand. In 

this way brand-related future earnings can be separated from those also generated by 

an unbranded product. However, this presupposes that it is also possible to distinguish 

between brand-related and product-related elements on the expenditure side. 
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7.2.1.3 Cause-related relationships between consumer-based indicators and 

financial-based indicators 

Consumer-based indicators are included in a useful way by trying to demonstrate the 

cause-and-effect relationships between these indicators and the financial-based indicators 

of the brand equity. This reveals the original indicators on which the brand equity is 

based. Nevertheless, the consumer-based indicators are not directly transformed into 

a brand value via the criticisable points scale. Moreover, the consumer-related indicators 

serve as delimitation criteria for brand-based expenditures because only those 

expenses which influence consumer-based indicators are classified as brand-related. 

 

7.2.1.4 Fictitious unbranded product 

Furthermore, the use of a fictitious unbranded product (“No Name”) is considered 

to be positive because it enables the valuer to use this concept of brand valuation in 

industries in which no unbranded products exist. If differences between different 

brand products were used for the analysis in such branches, it would not be possible 

to calculate an absolute brand value. Additionally, German consumers are aware that 

the term “No Name” is known as a designation for a fictitious unbranded product.  

 

7.2.1.5 Combination: premium profit approach and discounted cash flow approach 

Finally, using the premium profit approach  made it possible to completely separate 

brand-related and product-related elements. In this way, the free cash flow that is 

solely attributed to the brand can be isolated. By combining the premium profit 

approach with the discounted cash flow approach, the fact that the premium profit 

approach is not always based on payments is avoided.   

 

7.2.2 Limitations of the proposed brand valuation model 

Besides the positive characteristics of the proposed brand valuation concept there 

was also criticism  which is discussed below.  
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7.2.2.1 Income approach and premium construct: subjectivity 

Due to the combination of the premium profit approach and the discounted cash flow 

approach the proposed concept also qualifies as an income approach. A certain 

degree of subjectivity therefore remains because the long-term forecast of brand 

free cash flow, the life time of the brand and the adequate discount rate have to be 

estimated by experts. The objectivity  of the proposed concept is therefore limited .   

 

7.2.2.2 Sample size 

The survey must, of course, be representative for the whole market in which the 

brand is distributed and the sample size selected must be appropriately  large. In the 

case of internationally positioned brands the consumer survey has to be conducted in 

all markets in which the brand is presented. This can lead to a considerable increase 

in costs and time involved, but compared to more complex methods it is still one of 

the most cost-effective methods. 

 

7.2.2.3 Determination of brand-related income 

The determination of brand-related income is thus not completely straightforward. 

For one thing, the identification of willingness-to-pay functions from the consumer 

surveys correctly concluded that price and volume are not independent of one 

another. For another the method is based on the assumption that the brand in the evoked 

set will be accepted by consumers if the price demanded is below the limit of the 

willingness to pay a price premium. The people for whom this holds true are classified as 

potential buyers.  However, this does not make it possible to draw conclusions 

directly from the purchase decision that is ultimately made. In this respect the 

willingness-to-pay functions do not represent price-sales functions. Additionally  

the purchased quantity per buyer is not known and therefore cannot be incorporated 

into the model. It may, therefore, be problematic to directly infer the purchase 

decision ultimately made by the consumer from the willingness-to-pay of the 

individual consumer. However, the aim of the method is not to estimate the price-sales 

functions. The aim is to determine differences in earnings between a branded 

product and an unbranded product and to differentiate the differences in earnings in 
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terms of relevant features for the purchase decision. This is necessary because brands 

are often distinguished from unbranded products by better quality, more elaborate 

packaging etc which means that price premiums and higher sales figures can not only be 

attributed to the brand logo. However, since product-related features also influence 

the perception of the brand they contribute to the economic effects of the brand and 

therefore need to be considered in the brand valuation and the brand-related earnings.  

 

7.2.2.4 Product brands in the consumer goods sector 

A final criticism is that the proposed valuation approach cannot be applied to all 

types of brands with equal efficiency. As already mentioned, the proposed practice-

orientated brand valuation model was developed for product brands in the consumer 

goods sector. Using this approach for the valuation of service brands would appear to 

be particularly difficult. The problem is not the changed structure of the consumer survey, 

but the fact that consumers are often not able to quantify their willingness to pay for services.  

 

7.2.3 Investigating whether the proposed brand valuation model meets the 

general requirements of brand valuation approaches  

Finally, it needed to be examined to what extent the proposed brand valuation model 

met the requirements formulated in the Chapters 2, 4 and 5. These requirements support 

the development of a comprehensive brand valuation concept for brands (see Table 

105). Besides the eight requirements formulated for quantitative approaches, a 

comprehensive brand valuation model also needs to satisfy two additional requirements: 

(i) Inclusion of consumer-based factors and (ii) Identification of cause-and-effect 

relationships between the qualitative influencing factors and the quantitative elements of 

brand equity and thus the connection between brand strength and brand equity. 
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Table 105: Appraisal of the proposed brand valuation model 

Requirements proposed practice-oriented 
brand valuation model 

Future-orientation � 
Long-term view  � 
Cash-orientation (considering cash in and cash out) � 
Isolation of brand specific success measures � 
Economical in generating the quantitative brand equity � 
Objectivity: 
 Brand-related expenditures 
 Price premium 

 
� 
� 

Generality � 
Validity � 
Brand extension � 
Inclusion of consumer-based factors � 
Cause-related relationships � 
Brand performance orientated (efficiency) � 
 

As brand value contains the present value of all future brand free cash flows, the 

proposed concept for the comprehensive valuation of brands also meets the requirements 

of future orientation  and long-term time horizon. A further requirement is the 

necessity of considering the fair value by discounting the brand free cash flow. In 

addition, the performance indicator on cash-flow basis, which is integrated into the 

valuation analysis has been determined, including both brand-based cash inflows and 

outflows. The criterion cash orientation was thus also considered. The isolation of a 

brand-related performance indicator is achieved by the strict comparison of the 

branded product and unbranded product.  Even if the time and cost involved vary, 

because they depend on the sales territory of the brand, the requirement cost-

effectiveness is considered because the higher cost and time involved in the valuation 

process are compensated by more meaningful valuation results. As already mentioned, 

one advantage of the method is that it allows the separation of brand-related and non-

brand-related components. The splitting of brand-related expenditure is, however, 

characterised by a certain degree of subjectivity. This fact and the necessary estimates of 

future earnings from the brand by experts required for all variants of the income 

approach means that objectivity  is restricted. Different valuers using the same data 

will therefore arrive at different valuation results. Furthermore, the proposed approach can 

essentially be used for all different types of brands by slightly modifying the consumer 
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surveys. Finally, the comprehensive brand valuation concept also includes the 

extension potential of the brand being valued, which allows the valuer to display the 

full value of a brand. The qualitative influencing factors of a brand are included in 

the appraisal of the brand strength. Their effect on monetary indicators is shown. A link 

has thus been successfully achieved between the brand strength and the brand equity 

by showing cause-and-effect correlations between the qualitative influencing factors 

and the quantitative indicators. Once it has been established for a certain brand, which 

expenditures are brand based and which not, it is at least possible to compare the 

value of the brand over time within the framework of accounting.  

 

7.3 Suggestions for future research 

The nature, results and limitations of the developed brand valuation model would 

permit further future research work.  

 

7.3.1 Future research on the interaction and transformation between 

qualitative and quantitative brand valuation 

The combination of consumer-based and financial-based brand valuation based on 

the idea of a cause-and-effect connection, which is called the cause-related added 

value chain in this research work, is promising. To the present combined brand valuation 

models e.g. Interbrand or Semion, calculate the transformation of consumer-based 

indicators into monetary brand value by using weighting factors and dimensions which 

neglect the cause-and-effect connections between them (see Section 2.2.5). These 

cause-and-effect connections need further research, as the cause-related added value 

chain developed and presented in this research work, is a first step in considering the 

cause-and-effect-based influences on the financial brand value. The cause-related 

added value chain is far from complete, in particular, in consideration of, e.g., 

specific industries, company structures, indicators used or brand strategies. In addition, 

interdependences between the individual influencing indicators also need further 

research. This research work showed that the aspect of interaction and transformation 

between qualitative and quantitative brand valuation support some requirements form 

marketing and accounting. The components, for example, of such a chain have to be 
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accepted by accounting to ensure reliable value generation; the components have to 

support marketing in their decision-making process and brand planning process; and 

the components have to meet the requirements of performance systems; etc. 

 

7.3.2 Future research on the brand extension value 

The managers interviewed need the option to also consider a brand extension value 

in brand valuation, when a brand extension is planned within a year after the brand 

valuation. At the present little attention is paid to the consideration of a brand extension 

value within the brand valuation in literature. Additionally, by its nature a brand 

extension has number of uncertainties and risks in regard to a long-term forecast. 

Thus, the integration of the brand extension value into the brand valuation needs further 

research, in particular the calculation of the monetary brand extension value in 

combination with e.g. an additive real option approach. This research work considered only 

the financial-based brand extension value. Thus a further question is, whether a qualitative 

consideration will have also an influence on the consumer-based brand equity.  

 

7.3.3 Future research on the definition of brand-related costs and investments 

The results in the case study showed that the determination of the brand-related costs 

and investments is time and cost consuming with the rising numbers of brands in the 

company’s brand portfolio. Thus, future research is necessary to analyse and 

determine brand-related costs and investments. This further research may not only 

consider the determination of each brand-related cost and investment item but of 

methods and definitions to allow an increasing automation, objectivity, reliability 

and conformity. This future research should also consider the principles of 

performance systems. 

 

7.3.4 Future research into methods of determining price and volume premium 

Although the managers accepted the directly stated willingness-to-pay method when 

the data gathering follows statistical requirements and thus is objective enough, the 

managers also mentioned that they are not aversed to other solutions and methods of 
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data gathering. Thus future research is necessary to find and develop further 

methods of data gathering for the premium construct. This also includes the 

question of comparable products; the aspect of realization within small and middle 

sized companies with limited budgets; and the prerequisites from marketing and 

accounting which were discussed in this research work. 

 

7.3.5 Future research on valuation approaches 

The main criticism of the managers was that the calculation of the financial brand 

value is in most cases not objective enough, often not future-orientated and not 

integrative into the company valuation. The valuation approaches, which are used in the 

proposed brand valuation model, were adapted to company valuation approaches to 

support the integration of the brand equity into the company valuation system and the 

aspect of being future-orientated. The company valuation approaches follow the principles 

of the shareholder value approach and the principles of the discounted cash flow approach, 

which are today the most used approaches in company valuation. Nonetheless, these 

approaches are also not 100% objective in value generation. Further research should be 

focused on developing brand valuation approaches that are objective and integratable 

into the company valuation system. 

 
 

7.3.6 Future research on consumer-based indicators 

One important aspect of this research work was Christodoulides’ and de 

Chernatonys’ (2010) suggestion that indicators and drivers need to be adapted to the 

needs of practising managers. Indicators and drivers have several influences i.e. of a 

dynamic and continual change of environments and conditions of markets, laws, 

evaluation rules, and company requirements etc, thus making Christodoulides and de 

Chernatonys’ (2010) suggestion for incessantly and dynamic future research including 

the verification of selected indicators and if required the search of new indicators. 

This aspect has to ensure that the model also meets the requirements and acceptance 

of practitioners in the future. 
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7.4 Implications for academics and managers 

The large number of brand valuation models in literature and in practice which are 

commercial offered cause confusion. The lack of a leading and accepted brand valuation 

model is one of the main arguments of the managers and also one reason why most 

companies don’t use the construct of brand valuation. The implication for managers 

and academics results principally from the development of the brand valuation model 

of this research work that considered their needs and requirements to a high degree. By 

using this model management profits from several advantages and benefits. The developed 

brand valuation model values the brand on the basis of a value-based structure. This 

value-based structure enables management to generate and optimise brand equity by 

means of long-term and value-increasing strategies. The long-term optimisation of 

the brand equity is possible by a sustainable value-increasing support of the brand 

management at an early strategic planning stage in the sense of a value-based management. 

 

The brand valuation process includes not only the monetary value of the brand, but also 

brand strength by means of selected consumer-based indicators brand awareness, 

brand image and associations, brand sympathy, perceived quality and benefit, brand 

satisfaction and brand loyalty. Together with the managers the consumer-based indicators 

were selected according to practice-orientated criteria. The indicators were based on 

the cause-related added value chain and the consumer decision making process, 

which helps to analyse the development of the added value in the minds of the consumers 

and the degree of the consumer relationship to the brand.  

 

The stringent realisation of the cause-related added value chain including the generation of 

the monetary brand value makes it possible to measure the added value on the basis of a 

premium construct and to determine consumer behaviour, which is influenced by 

brand strength. By considering the premium construct, the measurement of the added 

value is focused directly on its source, namely the consumer as “target group”. To meet 

the requirement regarding objectivity  the premium construct follows statistical 

preconditions.  
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The implementation of the financial-based indicators, price premium, volume premium, 

brand related costs and brand extension value refers to the definition of the brand and 

the brand value and hence enables the company to measure only the added value, 

which the brand generates. In this way the manager can additionally use the 

separability of the brand performance and the performance of the unbranded product. The 

calculation of the brand value comprises the principles of the shareholder value by 

means of the discounted cash flow approach. This helps the manager to integrate the 

brand value into the company valuation system and to meet the requirements of the 

accountability of brand management.  

 

The consideration of the principles of a performance systems enables the manager 

to include the results of the brand valuation in a brand performance system and to 

create a standardised connection with the brand valuation, which can also be used by 

the strategic management accounting function. In this model this function is also 

designated as brand monitoring . 

 

The advantages of the proposed brand valuation model shown above assist the 

management in regularly applying long-term optimisation and an increase in 

value of the brand value and the brand promise. This is realised by a stringent 

value-orientated and value-increasing development of the added value with the 

objective of a sustained strengthening of the brand and the brand strength in contrast 

to competition and the resulting financial increase in value of the brand. 
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Appendix A: 

A Interview statements 
This Section includes relevant excerpts of the interviews from the findings of 
Chapter 4 beginning on page 172.  
 

Int 1: Marketing Manager, Interview 2: 

 “Well, now you have got me on my demand for objectivity. I am well aware 
that this demand is not easy to meet as we always have problems with 
objectivity in practice in the context of valuations – independent of the area 
which must be evaluated. Either the legal provisions precisely prescribe what 
we have to value, or the specifications come from controlling. You see, we fix 
our standards of objectivity on the basis of the specifications prescribed. In 
the case of a brand valuation we can definitely expect that the controlling 
makes prescriptions, as their requirements are generally stricter than ours, I 
mean those set by the marketing. Based on my experience with the controlling, I 
am sure, that the valuation prerequisites of the shareholder value principle will 
have to be considered. I think that would be good if we could comply with the 
valuation prerequisites of the shareholder value principle.” 

 

Int 2: Accounting Manager, Interview 13: 

“The question of the degree of objectivity is certainly a very relevant question 
in the area of valuation. Here in the controlling, we are constantly dealing 
with the question of objectivity. To come to the point, in a modern brand 
valuation that can be integrated into the overall company controlling system 
the valuation parameters of shareholder value have to be considered and 
must be observed. I am aware, that one can find arguments to criticize about 
these requirements of the shareholder value approach, but we are actually 
happy if we can meet at least these requirements. I am sure, that 100% 
objectivity in valuation will not be possible in the coming years and decades.” 

 

Int 3: Accounting Manager, Interview 16: 

“Oh no, not that exasperating question as to the degree of objectivity in connection 
with valuation again. Obviously, 100% objectivity would be ideal. But this 
just isn't possible due to the valuation methods. As long as the requirement 
of objectivity which is demanded by the valuation approach, independent of 
the approach which is used, is fulfilled, our demand for objectivity is also 
satisfied. Unfortunately, more than that is simply not possible at the moment.” 
 

Int 4: Marketing Manager, Interview 1: 

“Of course, it would be ideal if you could design us a model which is easy to  
use so that the valuation can be carried out as efficiently as possible in 
terms of costs and so that a regular valuation can be ensured. Based on my 
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experiences which I made with other departments, I can tell you that 
complicated models are quickly shelved and the valuation is not done at all.” 

 

Int 5: Accounting Manager, Interview 13: 

“I would also like to give you the tip that you should develop a model that is 
as simple as possible so that my colleagues from the marketing department 
don't boycott the model straight away. It would not be the first model which 
the marketing department has not accepted. Joking apart: a model which is 
easy to use is definitely easier to integrate, both in the company system and 
with the people concerned. We have generally found that simpler models 
allow a simple integration and the degree of acceptance is also higher. Over 
the years, we have then often modified and expanded the models to meet our 
requirements, depending on what we needed.” 

 

Int 6: Marketing Manager, Interview 3: 

“Another thing your model should do. If you could stick to the guiding 
principle “Keep it simple, but efficient and flexible enough” this will save 
you and many of my colleagues a lot of trouble and frustration. After all, our 
day-to-day job here in marketing is not to value our brands but to manage them”. 

 

Int 7: Marketing Manager, Interview 2: 

“It would be an advantage if the planned brand valuation model would offer 
indicators other than just the brand value. I think this would definitely 
facilitate the interpretation of the brand value and also support the brand 
management in its work.” 

 

Int 8: Accounting Manager, Interview 13: 

“What is the result of your model? Is it a “simple” key figure which produces the 
brand value or do you intend to develop additional metrics in connection 
with your model? The reason why I ask this question is that from the perspective 
of the controlling department it would be, of course, very useful if, based on 
your calculation of the brand value, other indicators were available as well. 
On the one hand, it would be useful in order to facilitate the important task 
of interpreting the brand value, particularly the changes in the brand value 
over the years and, on the other, to be able to “research the causes”.  Moreover, 
it makes sense to have suitable indicators for the strategic development of 
the brand value. And finally, to give us a certain control of the activities 
carried out and to be able to measure and assess their effects.” 

 

Int 9: Marketing Manager, Interview 1: 

“What I'm missing in our discussion so far – particularly in the context of a 
practice-orientated brand value – is that we have only talked about the brand 
equity as an marketing instrument. There are so many other requirements 
that a modern brand valuation model needs to satisfy. I am thinking, for 
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instance, of the monetary calculation of brand value which, by its very 
nature, requires cooperation with the controlling department. This in turn 
leads to another requirement that the brand valuation model needs to fulfil so 
that it can be integrated into the overall controlling system of our company. 
We need to look at all these aspects.” 

 

Int 10: Marketing Manager, Interview 3: 

“To what extent is your model intended to be operational? Is it only going to 
provide a conceptual framework, or is it to be operational? To be fully 
operational, it will certainly not be sufficient to simply consider the drivers 
and indicators of the model. Attention must be paid to a certain logic that the 
model has to satisfy. It must be possible to combine this logic with the other 
systems in our company. After all, the goal is to make the brand value a 
subject for discussion and to do this other disciplines from the company 
need to be integrated into the model.”  

 

Int 11: Marketing Manager, Interview 5: 

“Before we go into any more detail, I have a question: What scope do you 
want to consider for your model?”  

Why do you ask that? What is important for you? How far would you go if you had 
to develop a model? 

“Well, in the search to date for a suitable valuation model, I have had to talk 
to managers in many other departments and it has turned out that the brand 
valuation model has to do much more, albeit under the surface, than just 
evaluate the brand. My colleague from the controlling is always complaining 
that the brand in a company is an “island solution” (isolated stand-alone 
solution) or that they live an “island life” and accuses the marketing 
management of not networking the brand enough.” 

Networked in the sense of....  
“Well, networked in the sense that the brand is integrated more in the 
company as a whole, so that the contribution of the brand can be identified 
better. And I don't just mean identified from a marketing perspective. That's 
why a solution has to be found which considers and allows the networking of 
the brand and the brand equity.” 

 

Int 12: Accounting Manager, Interview 13: 

“As long as a brand valuation “only” considers the requirements of the 
brand itself and not those of its environment, I mean the internal company 
environment, it will never be possible to put the brand value to good use and 
to integrate it. I don't mean that the needs of the brand should not be 
considered, on the contrary, but not only!”  

And what requirements need to be considered?  
“Well, generally all the requirements which arise from the company and its 
function. And that means taking the needs of the controlling into account and 
the requirements we place on a valuation. These requirements are, for 
instance, general requirements of valuation systems, regardless of what is 
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being valued, which we consider to be state-of-the-art today and which a 
modern valuation model would also have to satisfy.” 

 

Int 13: Marketing Manager, Interview 3: 

“Although we are a limited liability company (GmbH) here in Germany and 
do not have to consider international law in our accounting, we nevertheless 
had to consider international law because our parent holding company is 
domiciled in America which means that we have to consider the requirements 
made by America in our day-to-day management of the company and thus 
also of the brand. For instance, this also applies to the recording of our 
brands, regardless of whether they are home grown brands or purchased 
brands. Cooperation between controlling and marketing is therefore 
important for us, although it is by no means ideal at present.”   

 

Int 14: Marketing Manager, Interview 1: 

“As you know, we were bought up by an investor about a year ago. This 
group has numerous luxury and high-premium brands which, under its 
management, are all supposed to generate a return as high as possible. 
With the new parent group, our company and in particular our controlling has 
already received numerous changes and instructions regarding cost structure 
and budget planning. All the decisions in the company have to be made 
plausible through a kind of performance measurement system and any 
instructions have to be complied with efficiently and effectively.  Before 
that, our mid-sized company as a GmbH did not have such strict provisions. A 
future brand value will therefore have to be integrated in such a system as 
otherwise it would not be possible to use it in the system as it would only 
cause unnecessary costs and not make a contribution. In future, the topic 
of cooperation will certainly be something lots of companies will have to 
look at.Takeovers, regulations form the EU, economic pressure force the 
companies to optimize their scarce resources, in whatever way.” 

 

Int 15: Accounting Manager, Interview 16: 

“Yes, of course, we welcome every cooperation with specialist departments, like 
in your case the marketing department. However, we have found that 
marketing tends to be a sort of “special case” in the company. For example, we 
work closely with various production departments, with purchasing, etc. 
As we are a stock corporation (AG) and we have to adhere to international 
law like US-GAAP or the ISAs, it is important for us that the controlling 
covers and records the whole company, and of course in order to also interpret 
and manage the company in the best possible way.Here, I would just like 
to mention the term “value generation” which is of elementary importance for a 
company. This also includes marketing. However, unlike the departments I 
mentioned, marketing is difficult to handle and measure if this is to be 
done in a useful way and go beyond of key figures like sales, price, distribution, 
etc. Marketing is characterised by the work with intangible assets, regardless of 
whether they are home grown or purchased, e.g. in M&A’s. You yourself are 
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talking about an important intangible asset of the company, the brand. Our 
internally developed brands cannot be disclosed in the balance sheet, but within 
the company we must of course know how efficiently and effectively our brands are 
being managed and how processes and weaknesses of the brand can be optimised. 
After all, such an important added value like a brand needs to be controlled and 
optimised. Controlling needs important information about the brand to do this.” 

 

Int 16: Marketing Manager, Interview 4: 

“Today, we see the brand value more as a tool which not only provides a 
figure or a value, but a series of various, what I call key figures. I think the 
brand value must increasingly support and promote the strategic plans and 
decisions in marketing. Due to the enormous cost pressure today, the 
individual manager, whether they are marketing, brand or controlling 
managers, are increasingly being called upon to justify their decisions, 
particularly if they have made wrong or inefficient decisions.” 

 

Int 17: Marketing Manager, Interview 6: 

“You have touched on a sore point in our company. Our controlling, 
supported by top management, is demanding that marketing become more 
transparent and verifiable. That means, in future we will be called upon to 
justify the costs we incur and to prove the planned return – not just by 
presenting sales figures. However, so far controlling has been reluctant to 
cooperate and nothing has been done in this respect. I think a brand valuation 
model could help here by providing a control system in the sense of controlling 
which at the same time, of course, takes into account the needs of marketing.” 

 

Int 18: Brand Manager, Interview 7: 

“Despite the advantages which would doubtless and indisputably arise from 
the cooperation with the controlling discipline, our company does not 
currently force the cooperation between the marketing discipline and the 
controlling discipline because the marketing discipline is currently itself 
working with the sales discipline and the production discipline on optimising 
processes so that an “overseer” or “supervisor” from controlling is not needed”.  

 

Int 19: Brand Manager, Interview 10: 

“As long as there are no concrete suggestions from the controlling discipline, we 
from the marketing discipline do not know what the controlling discipline wants 
from us. How am I supposed to know what the controlling discipline wants? They 
will probably just ask the marketing to provide utopian indicators which (1) don't 
help the marketing & (2) cannot be measured because this would be far too expensive.” 

 

Int 20: Accounting Manager, Interview 19: 

“It is very difficult to reach a consensus with the marketing management. 
All the non-financial metrics which marketing wants to include are very 
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tricky to include in our system as our system is mainly based on financial 
indicators and these are ultimately the only “true” parameters for the 
valuation of a department, product, process, etc. The marketing manage-
ment does not give us any precise explanations why we should integrate 
these non-financial indicators in our controlling system, nor do we get any 
information from the marketing management about how these metrics are 
to be generated so that we could perhaps handle and value these indicators.” 

 

Int 21: Marketing Manager, Interview 2: 

“Meanwhile, shareholder value and value-based management certainly play 
an overriding role in our company, under which all departments have to 
arrange themselves – and that also includes the marketing.” 

 

Int 22: Accounting Manager, Interview 16: 

“About four years ago, we adjusted our whole accounting system to the principles 
of shareholder value. Shareholder value of course requires that, if at all possible, 
all departments and business units of the company are integrated. And, of course, 
this applies to the marketing as well. Unfortunately, this is not the case to date in 
our company, however we hope that it will happen in the next two to three years. 
This is all the more important in view of the fact that our most important 
intangible assets, such as our various brands are managed by marketing.” 

 

Int 23: Accounting Manager, Interview 13: 

“We had to integrate the principle of shareholder value in our company 
two years when we were taken over. The group made this compulsory for 
our company. We are currently in the process of integrating all the systems. And 
marketing will certainly be no exception. As marketing manages our brands, an 
important intangible asset, which are located in the marketing. These assets have 
to be recorded, albeit it is not on the face of the balance sheet, but nevertheless it 
is important for other internal and external reporting purposes.” 

 

Int 24: Marketing Manager, Interview 10: 

“In order to be able to guarantee the long-term use of the brand valuation model 
in the future, it is essential that the shareholder value will be taken into account. 
Marketing is currently in a tricky situation. On the one hand, it manages the “most 
valuable” assets in the company, for instance the various brands in our company. 
On the other, we constantly have problems with the budget allocated to us. Top 
management has problems assessing the “actual” development of the marketing 
and also the long-term effects as long as the marketing results are not translated 
into the “language of top management”, meaning they are integrated in the 
system of shareholder value.” 
 

Int 25: Marketing Manager, Interview 8: 

“It goes without saying that the marketing needs to be integrated in the  
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system of shareholder value as quickly as possible, and thus ultimately also 
the brand valuation model. In our company, we have been endeavouring for 
about a year to make marketing more and more compatible for the 
controlling system. It is an extremely complex process, but it will make it 
easier to value marketing and also the to value the strategies of the future.”  

 

Int 26: Marketing Manager, Interview 5: 

“As our company has various very valuable brands, it is certainly necessary 
for the brands to be valued in such a way that can be integrated in the overall 
valuation system of the company. By means of value-based management, we 
will benefit from being able to use more non-monetary and qualitative 
metrics and key figures as not all changes in marketing always have an 
immediate impact on the monetary outcome.” 
 

Int 27: Brand Manager, Interview 11: 

“Since the conversion from the controlling-system here in the marketing 
department, we have already noticed a perceptible improvement in the 
valuation of all different kinds of marketing situations. I don't mean just the 
brand as a valuation subject which definitely must valuated. Important for the 
future is that a model is provided which does justice to our needs and those of 
the controlling. Above all, the valuation approaches of shareholder value.”  

  

Int 28: Marketing Manager, Interview 3: 

“Our management board wants it to be easier to measure marketing and thus 
easier to control for management. Together with accounting, the management 
has therefore decided to introduce a marketing performance measurement. 
This is now to be implemented in collaboration with us over the next two years.” 

 

Int 29: Brand Manager, Interview 7: 

“We have been instructed by our board of directors to work together with 
controlling to develop a kind of marketing performance system by the end of 
2008. Marketing costs are constantly increasing. In light of the high 
marketing costs, for the board of directors, key figures like turnover, profit 
and margin etc. are not sufficient enough, particularly as sales have been 
stagnating rather than increasing for around two years now.” 

 

Int 30: Accounting Manager, Interview 16: 

“Unfortunately, our new parent group has instructed us to bring our whole 
system into line with that of the group which also contents a system, which 
they call a performance system. This also involves the complete integration 
of marketing because the group is of the opinion that marketing is the most 
important value driver in a company.” 
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Int 31: Marketing Manager, Interview 2: 

“ About two years ago we introduced a performance measurement system in our 
marketing. The aim was to ensure that the marketing management (1) can report 
upstream more accurately on its use of resources, (2) can allow for a better system 
of key figures which considers efficiency to be tracked, (3) can allow for a better 
cooperation with the controlling department and finally (4) can be based more 
closely on our tasks so that we can be controlled better by the controlling 
department and the top management. If a brand valuation system is now to be 
introduced, it must definitely be compatible with our performance measurement 
for the marketing as a whole.”  

Can you explain or describe your performance measurement in a bit more detail?  
“Well, the performance measurement is basically based on the principles of 
shareholder value and those of a system of performance key figures. We analysed 
the most important drivers of marketing and on this basis elaborated our marketing 
performance measurement. Unfortunately, I can't reveal the details of the drivers 
and indicators we analysed. This is what you might call a company secret.” 
 

Int 32: Marketing Manager, Interview 4: 

“Based on my experience, it is important, for example, to see every train of 
thought, every project, I mean every single aspect in an overall context. As I said, 
brand valuation is a very complex matter as the brand is a very important 
“commodity”, for want of a better word, or “asset” for the company. That's why, 
when I am talking about brand equity, all connections with the brand equity need 
to be considered, and of course those links which arise or could arise from your 
special topic, the valuation process. An important point for the “environment” of 
the brand or the valuation or the brand is of course that today the “sole” 
valuation of the brand is no longer sufficient in day-to-day practice with the brand. 
The question is rather what I want to achieve with the valuation. A sole monetary 
indicator or sum for the amount of the brand is not enough for me. I can't invest so 
much money in the valuation in order to just get a single sum. The valuation must 
support me in my day-to-day work with the brand, especially in the strategic 
planning of the brand. I need, so to speak, a strategic marketing or brand 
performance measurement for the brand.” 

 

Int 33: Accounting Manager, Interview 13: 

“In the long term, we aim to integrate the marketing in our strategic management 
accounting system in the same way as all other important functions, departments 
(production, purchasing, R&D, etc. ) and business units in the company already 
are. It is high time that marketing moves away from outdated key figures like 
turnover, profit, awareness, etc. and becomes part of a modern valuation system 
that considers shareholder value and the principles of performance systems. In 
addition, there are drivers for adding value in marketing. These drivers e.g. brand 
drivers can be integrated in the brand valuation model and combined with the 
characteristics of a performance system, e.g. efficiency and effectiveness. This 
combination can be the basis for a brand performance system.” 
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Int 34: Marketing Manager, Interview 1: 

“I see the brand valuation model as a good basis for our marketing performance 
system. On the one hand, it supports the integration of the brand value into 
the company-controlling, which is claimed more and more by our controlling 
department, and, on the other hand, the marketing performance system can 
support the problems with the key figures that we already discussed at the 
beginning of our conversation. Furthermore, by considering the marketing 
performance system, the effectiveness and efficiency can be connected with 
the brand valuation. In this way, the valuation by means of the principles of 
the shareholder value is obvious and your brand valuation model could be 
equipped well for the future.” 

 

Int 35: Marketing Manager, Interview 2: 

“I think it is important that the brand valuation model should of course have 
a logical structure.  What I mean is that it must be ensured that the values which 
the model  produces exhibit a certain degree of causality so that later in the 
interpretation and the planning we know that when I influence A, there will 
eventually be a change in B and not in C or D which I want to leave unchanged.”  

You mean that the brand valuation model needs to correspond to a cause-and-effect 
chain or contain one?  

“Yes, that is exactly what I mean; if you could take that into account that 
would be a great help.” 

 

Int 36: Accounting Manager, Interview 16: 

“Have you already thought about integrating a cause-and-effect chain in 
your model? In the controlling we are dependent on, that our systems always 
exhibit a cause-and-effect element. That way, we can prevent undesirable 
developments at an earlier stage by knowing where we have to make changes. 
Moreover, general planning is also simplified if we can identify cause-and-effect 
relationships between the various elements.” 

 

Int 37: Accounting Manager, Interview 13: 

“How do you want to ensure a realistic and true mapping of value 
generation with a transition between consumer-based non-monetary values 
and financial-based and largely monetary values?” 

Well, how would you approach such a problem here in practice?  
“To satisfy the basic rules from the controlling, one would have to prove a 
certain cause-and-effect relationship between these values. This is not 
always easy. However, I could, imagine that some cause-and-effect 
relationships have already been investigated in theory. In more complicated 
cases, we usually have consultants or advisors to do this”. 

 

Int 38: Brand Manager, Interview 9: 

“You have to think of the brand as a complicated being, similar to a human being.  
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Every person acts on account of a certain cause or to achieve a certain 
goal, i.e. a certain effect. The planning for such a complex structure like a brand 
is just the same. I would therefore recommend considering a cause-and-
effect chain in your model. Believe me, in the end this would also have the 
advantage that your results would be easier to understand and thus would be 
more credible. In the strategic planning it allows for a better estimation 
of possible scenarios, thus making the planning more successful.” 

 

Int 39: Brand Manager, Interview 11: 

“Regarding all the different indicators, drivers and values in your model, I 
hope that they are all related in some way.”  

Can you describe your concern about the interrelations in more detail?  
“Well, it is the relationships between the various elements which hold a 
model together. One has an effect on another. Like a sort of net, that holds 
the model together.” 

 

Int 40: Marketing Manager, Interview 8: 

“In order to manage and also value an optimum development in value I think 
that you have to monitor a chain of values or causal chain. Porter already 
showed this in his model. After all, the brand has a huge value for a company.” 

 

Int 41: Brand Manager, Interview 7: 

“What assumption will your future model be based on? In a company, I 
regularly have to establish relationships in the marketing between the 
various marketing tools, my own action and between the reaction of customers 
and the trade. I would like to give an example: if, for example, I have to 
market and promote changes in the product or I am compelled to make 
price changes or I introduce a new campaign or put some sort of sales 
campaign into practice – the question is: how do customers and the trade 
perceive and judge them? Do they lead to a change in image, can my 
image suffer? I always have to act with foresight and weigh up all the 
possible relationships and effects. With a global model like yours, it is all the more 
important that the relationships between each other are clear.”    

Could you perhaps give me some details from your practical experience of a cause-
and-effect chain in the area of brand valuation?  

“Not off the top of my head. In any case, such relationships definitely have 
to consider the added value that I generate with the brand. I could imagine a 
certain consumer behaviour or possibly the marketing mix. But I can't 
say exactly what form it should take.” 
 

Int 42: Accounting Manager, Interview 16: 

“As already discussed, it is important, if you want to develop a model, possibly 
based on the shareholder value principle and thus also on the value-based 
management, that you need to refer your model to a causal chain. It is 
important that this is conform to the principles of this system. For us in the 
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controlling, a degree of conformity as high as possible is important, 
because that also means that we can develop additional links to other 
subjects and we can also make recommendations to the top manage-ment 
and also to the marketing department itself. Only logically structured 
models allow us to make such reliable recommendations. In addition, a 
causal chain is also necessary for the biggest sticking point in your model: 
the transition from the consumer-based part to the financial-based part!“ 

In your opinion, how should a causal chain for a brand be structured? Which 
elements should a causal chain for a brand (valuation) contain?  

“Well, I haven't thought about that in detail yet. At least as a starting point, I 
could imagine the operative marketing or, in other words, the marketing 
mix. Then there is the added value of the brand that needs to be considered, then, 
as a possible third element, the customer certainly plays a role, how he 
perceives the brand. In any case, what must stand at the end of the causal 
chain is the financial added value, in other words the premium of the brand, so 
to speak, and then the shareholder value or in other words a brand value 
based on this shareholder value.” 

 

Int 43: Marketing Manager, Interview 1: 

“Of course, the marketing mix is part of the marketing process. On an 
operative level it is the only tool with which we as a company can approach our 
customers (retail), end users and other target groups. As taught in theory, 
we use this marketing mix accordingly.” 

 

Int 44: Marketing Manager, Interview 6: 

“The marketing mix concept is still a very important and useful concept in the 
company.  We are still using the marketing mix because it is a central and a 
proven element of the marketing and helps to support the marketing process. Our 
marketing mix is based on the four P’s with slight modification in distribution. The 
marketing mix is the ideal instrument. With this set of operating decisions we are able 
to have a control and clear structure of our marketing costs (important for our budgets). 
Additionally, with the different elements we are able to convert the strategic plans 
into operational task and aims considering the market, consumer and customers. 
Marketing mix actions have an impact on consumer’s behaviour and intention.” 
 

Int 45: Accounting Manager, Interview 13: 

“For us, the marketing mix is the bundling of all the marketing actions and, 
to a certain extent, also once again the final check for effectiveness and efficiency 
of the individual marketing actions. Particularly with international activities 
our main concern is to standardise the marketing mix as much as possible in 
order to ensure a cost saving potential.” 

 

Int 46: Brand Manager, Interview 12: 

“I think the criticism in the literature of the marketing mix is perhaps justified 
from the perspective of the academics. In practice, however, I think every 
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company has optimised its own marketing mix to meet its needs. In our 
company, for example, we have not necessarily designed our marketing 
mix according to the classical 4P’s, but due to our very high-quality luxury 
product brands we have over the years developed a very distribution-orientated 
and communication-oriented marketing mix. I don't want to reveal the details here. 
However, what I would like to say is that the classical marketing mix is understood 
more as a starting point and every manager or every company can design the 
marketing mix at will. What is important is that the marketing mix, despite 
modifications, is always able to fulfil its basic functions: the operative 
implementation of the brand strategy and to be the “mouthpiece” to the outside.” 

 

Int 47: Brand Manager, Interview 17: 

“Personally, I think that the discussions on a theoretical basis are a long way 
away from day-to-day practice. These aspects that are discussed have, in my 
opinion, long been “remedied” as we were forced in practice in the many years 
of developing the brand to search for optimisations.  And the marketing mix is most 
certainly no exception. When, for instance, one of our cosmetic brands had a 
very difficult standing on the market, we had to take a very difficult path in the 
distribution. We learnt to modify the marketing mix accordingly. For example, by 
including new media. Regarding the modifications to the designation, for example 
of the 4Cs and thus to the perspective of the marketing mix, I feel that it is 
important to distinguish between the marketing philosophy and the pure 
function of the marketing mix. For me, it is a question of the marketing philosophy 
whether a company, for example, is customer-oriented or service-oriented or 
whatever the orientation is. This philosophy is already anchored in the brand 
strategy, not only in the operative implementation. The marketing mix merely 
puts the prescribed strategy into practice, which is why it is important to 
embed the corresponding philosophy in the strategy.” 

 

Int 48: Marketing Manager, Interview 15: 

“In principle, the marketing mix has relatively little to do with the perspectives 
mentioned. These perspectives arise much further upstream in the planning 
process and embody the perspective and vision of the company and its managers. 
This does not happen in the marketing mix. The marketing mix is a tool for 
the implementation of the planning and, as I already said, also the “cost 
centre” or “cost driver or cost collector” of the marketing for the brand.” 

 

Int 49: Brand Manager, Interview 18: 

“Why shouldn't the marketing mix be good? Our marketing mix works according  
to the principles of the classical 4Ps. Within the 4Ps, everyone can design 
the mix as he wants and according to his wishes and needs. I consider the 
objections from the literature regarding the marketing mix to be of little relevance 
in practice. As a company in the food industry, we have to be customer-
oriented, otherwise we would not be able to survive in this highly competitive market 
which is characterized by declining prices. But I can't make the marketing mix 
responsible for this. I think it must be implicit in the minds of the company that a 



Interview statements  

 432 

customer-oriented and competitively-minded perspective takes place in the 
management of the brands.” 

 

Int 50: Brand Manager, Interview 14: 

“I don't understand that. This criticism from the literature may well be right in 
general, that a company or marketing takes into account and applies these 
objections. The marketing mix does not have the “power” to be able to influence 
this though. The marketing mix is “merely” the “translator” of strategic plans in 
practice. However, it can of course only “translate” what it gets given and 
does not create anything new of its own. On the one hand, the attitude of the 
company is what ultimately more or less shapes the whole marketing process and 
on the other side, the marketing mix is one of many tools which depends on the 
input it gets.” 

 

Int 51: Marketing Manager, Interview 21: 

“As I said, in our company we don't currently work closely together with 
controlling. The controlling department draws the information it needs 
for its work about the marketing and the brand from the marketing mix, 
which at the end of the day is the cost driver of marketing. For the 
moment, this is sufficient as controlling in our company is based almost 
exclusively on financial data and indicators.” 

 

Int 52: Marketing Manager, Interview 29: 

“The controlling discipline mainly derives financial data for a brand from  
the marketing mix. Non-financial data such as market shares, distribution, 
brand awareness, etc. comes from the GfK and Nielsen reports. The 
marketing mix is thus the most important basic interface between the 
marketing department and the controlling department. In other projects, 
specific information will certainly be exchanged, but this does not play a very 
important role at the moment.” 
 

Int 53: Brand Manager, Interview 20: 

“The cooperation between the marketing department and the controlling department 
in our company is pretty intensive actually. This was due to the intervention 
of the new top management two years ago. The integration of the international 
provisions for the company accounting and valuation made close cooperation 
with the controlling department essential, due to the various provisions which 
our company now has to comply with.” 

Can you give some examples of the collaboration? Does it also affect the marketing mix?  
“Well, for one thing a close cooperation with the controlling is already required in 
the strategy development in the course of which we work together with controlling 
to examine the brand for weaknesses and potential. I can't go into the details 
here. Anyway, through the cooperation, the aspects and goals of marketing 
relating to the brand are protected as well as the targets of the controlling. 
The marketing mix has of course also undergone changes. It has been geared 
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more closely to an input-output perspective so that efficiency and effectiveness 
can be used better beforehand and then also afterwards for controlling purposes. 
The content of the marketing mix is changed regularly in response to the 
constantly changing market environment, the refinement of new media and 
distribution channels, etc.” 

 

Int 54: Brand Manager, Interview 22: 

“ The marketing mix as a starting point for the brand value would be a good 
basis for your model as in practice both the marketing and controlling refer 
to the marketing mix and, hence, the marketing mix plays an important role.” 

As you mentioned before, the marketing mix is individually developed in the companies. 
Can such a non-uniform element like the marketing mix in practice be a starting point?   

“At first sight maybe. However, if you concentrate on the operative basic 
tasks of the marketing mix, there is a common basis that is independent of 
the individual design of the marketing mix.”  

Can you describe this in more detail, please? 
“Well, the marketing mix has essentially two basic tasks. First, the operative 
activities connected with the marketing mix should help the consumer to think 
positive about the brand and to perceive the brand in a positive way, which improves 
the brand strength. The second basic task is the possible coverage of the costs 
caused by the marketing mix. You can see that these basic tasks are independent of 
the design of the mix. If you go further, you can say that the marketing mix has an 
input and output character similar to that of a performance system.” 

 

Int 55: Brand Manager, Interview 12: 

“From a purely theoretical perspective this chain of thought is certainly correct 
and I don't want to contradict you, but how is all this to be balanced in practice 
without the model becoming extremely complex, making the model 
unmanageable and useless. Don't forget what I said to you at the beginning of the 
interview about making the model easy to use. I think you have to weigh up who 
are currently the most important stakeholders. The most important stakeholders 
are without any doubt the customers, because it is their attitude to the brand 
which is what makes up the brand equity. The retail shouldn't be overlooked 
either, but in my opinion this cooperation with the trade is classified in a different 
way. We have other audit mechanisms to evaluate the trade. Evaluating and 
including the employees of our company in the brand valuation model is in my 
opinion superfluous and would blow up the mode. Perhaps that is something we 
could do ourselves in a few years by modifying the model once we have enough 
experience with the valuation model. The supplier is included indirectly via the 
costs (cash outflows) which you set against the cash inflow. For the moment, I 
think the stakeholders have all been given due consideration.” 

 

Int 56: Accounting Manager, Interview 16: 

“Oh, now it is getting complicated. It is easy to demand such an idea in 
theory. But how is it to be implemented in practice? If all the stakeholders are 
to be considered, this also raises the question of a common basis.”   
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The common basis is the brand that is to be valued, isn’t it?  
“Of course, it is the brand which forms the common basis. What I mean though is 
a basis which all stakeholders have in common. Let's assume that customers 
have a price premium in mind for brands and are prepared to pay more for 
them. A premium for brands can certainly also be conceded by the retail. The 
retail could add a certain sum for the brand as premium, a kind of price premium 
by the retail for the brand. This price premium by the retail could be added to 
the premium of the customer. If, however, this is now added to the retail premium, 
the question is whether the retail generates a value which is of relevance for the 
valuation of the brand. Or isn't it more logical that through the price only 
the customer in fact has a direct influence on value. The retail, on the other 
hand, only has an indirect influence on the brand and thus also on the volume 
by stocking the brand and thus on the distribution level of the brand. Adding 
the two premium sums would be redundant. A valuation of the employees in 
terms of the brand is not an issue for us at the moment because what we need 
right now is a way of valuing the brand and we don't want to make the model 
too complicated from the start. The “supplier valuation” relative to the brand 
is included indirectly via the costs. I think that is enough. In my opinion what 
we need for the moment is a useful model as a basis before additional aspects 
are included. After all, we need a kind of learning curve with the model”. 

 

Int 57: Marketing Manager, Interview 21: 

“For us the brand value is the price premium which we generate with our customers 
through the brand management. Other aspects don't currently play a role.” 

 

Int 58: Marketing Manager, Interview 2: 

“Let's be honest, the brand equity is the value which the consumer of the 
brand has in their mind. This can be expressed in associations, sympathy, 
loyalty, etc. Triggers can be every element or signal of a brand, such as 
name, logo, packaging, etc.” 

 

Int 59: Accounting Manager, Interview 13: 

“In our company, the brand value is defined as the premium which we can 
generate from the brand. The price premium and the volume premium correspond 
to the monetary value of the added value generated by the brand and the customer.” 

 

Int 60: Marketing Manager, Interview 3: 

“As basis for the brand value we see the value which the customer perceives 
when he buys our brand, i.e. the value expresses how the customer appreciates 
our brand. This is similar to the idea of a premium. However, we must be 
aware that the consumer must know our brand to be able to appreciate the 
added value and in this context the brand strength also becomes important.” 
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Int 61: Accounting Manager, Interview 16: 

“From the point of view of the controlling department, the idea of a premium in 
marketing is not unproblematic. In principle, the question regarding the 
valuation objective, which should be achieved by the brand valuation, raises. 
Shall the brand value reflect the value, which the brand generates really for 
the company, or the value, which the brand generates in all, i.e. including the 
end consumer. If “only” the value, which the brand generates really for the 
company, is considered, then the brand profit from the accounting would be 
an important basis for the brand value. This solution for the calculation of 
the brand value is surely simple because  all data can be derived from the 
accounting and, hence, would be unproblematic from the point of view of the 
controlling.  The idea of a premium, which hold the marketing, is correct on 
principle, but problematic regarding (1) the objective reliable generation of 
the value of the premium and (2) the question whether the brand value can 
and should consider the overall generation of the value of the brand.” 

Is the consideration of the overall value of the brand and, hence, the added value of interest to 
the company and more realistic from the point of view of the brand?  

“Sure, from the point of view of the brand it makes more sense to consider 
the overall value that also includes the consumer. After all, the brand 
generates its complete value at the consumer level. When you find a 
possibility of generating reliable and objective data, then we accountants 
would have no problems with the integration. Then the brand value would 
no longer refer to the controlling regarding the cash inflow, but would 
measure the added value in the form of a premium.” 

What do you understand by “reliable and objective data” in the context of a premium?  
“I understand by ”reliable and objective data“ a generation, which ensures a 
high degree of reliability at least from the statistics perspective.” 
 

Int 62: Marketing Manager, Interview 1: 

“Here in marketing we will definitely need a consumer-based component. 
As I already said at the beginning, we have already carried out such 
consumer-based brand valuations. Such valuations are elementary for our brands 
and in the process we also hope to discover any weaknesses, but also the 
strengths of the brand which we can continue to exploit. The last consumer-
based brand valuation was carried out because we had planned a brand extension 
for one of our beverage brands. Wellness beverages were to be added to our sweet 
lemonades. The question was whether the brand or the core brand would allow 
this step and whether this brand extension would also be accepted by the consumers 
without the brand losing any of its credibility. We would have liked to have had a 
financial-based component in our brand valuation. But our controlling rejected a 
model proposed for this purpose due to the lack of reliability in the generation of 
values. Generally speaking, such components are, however, legitimate.” 

 

Int 63: Marketing Manager, Interview 2: 

“For our day-to-day work here in marketing and in particular for the  
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further strategic planning it is very important for us to obtain consumer-
based results. After all, we want to know how the added value of the  
brand, which we generate with the brand, is perceived in qualitative  
terms by the consumer and how we have to continue to plan our strategy.” 

Do you consider the use of a financial-based component as necessary?  
“Well, I assumed that a financial-based component is generally represented 
in the model as it forms the basis for the brand valuation. And, as already, 
mentioned, our management wants to see our brand management included in 
the company valuation. A financial-based component is therefore a must-have.” 

 

Int 64: Marketing Manager, Interview 10: 

“Even if an accounting manager might well explain that the financial aspect 
is the most important in the brand equity, from a marketing perspective I must beg 
to differ. Here in marketing, and I’m sure you know this as well, we need information 
way beyond turnover, market share, margins and the like. A qualitative part 
in your model is definitely important and necessary. After all, the brand 
strength is a driver of the brand and brand equity.” 

But isn't there a need of a financial-based component in order to ensure a comprehensive 
brand valuation on top of the requirements which you have already mentioned?  

“So far, I have been considering the marketing perspective. Strictly speaking, 
financial-based components must of course also be considered. I would, 
however, like to emphasise that the brand valuation model must contain more 
than just financial-based components.” 
 

Int 65: Accounting Manager, Interview 13: 

“Well, I am sure you have already discussed the need for a consumer-based 
component with other marketing managers. In our brand valuations in recent 
years, we or better the marketing department regularly carried out valuations 
based on consumer-based aspects. However, we are currently searching 
for ways of carrying out valuations of our brands which are also reliable 
from a controlling perspective. I already mentioned that the group has instructed 
us to value our intangible assets, which includes of course our brands, too.” 

 

Int 66: Accounting Manager, Interview 19: 

“To ensure a sound brand valuation we need to consider a number of aspects which 
I have already mentioned. As already mentioned, the model needs to comply with 
the principles of shareholder value and thus also of value-based management. It 
therefore makes sense to integrate both consumer-based components and financial-
based components. After all, a brand and the associated added value is generated 
by the activities of marketing. To this end, marketing needs consumer-based values 
which support marketing in their work and which allow the development of a 
strategy along the lines of value-based management. With the help of the financial-
based components the value of the brand can be determined on a financial basis 
and thus also translated into shareholder value. The aspect of marketing 
performance should not be forgotten though. The input and output concept has to 
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be considered here. This can be achieved, for example, by including the marketing 
mix as one of the components. Perhaps this would allow efficiency metrics.” 

 

Int 67: Accounting Manager, Interview 16: 

“I would like to keep it short on this question. I can imagine both a financial-
based component and a consumer-based component as the main components. 
My colleagues in the other interviews have almost certainly taken the same or 
at least a very similar stance, haven't they? Let me just say 'Integration in the 
company valuation and thus the associated requirements of shareholder value’. 
The only other aspect I want to mention is the required 'accountability of the 
brand’ which should not be neglected – that is brand performance along the 
lines of marketing performance.” 

 

Int 68: Brand Manager, Interview 12: 

“Not a bad idea. As optional components this might well be helpful for  
some. Perhaps one or two factors will be developed in the process.” 
 

Int 69: Accounting Manager, Interview 16: 

“I don't think this is absolutely necessary, but perhaps it could be quite helpful for 
planning purposes. Because the marketing mix activities do not have a direct 
influence, such aspects do not necessarily have to be included in the brand value.” 

 

Int 70: Marketing Manager, Interview 10: 

“I could well imagine that values such as brand awareness, brand  
image or brand loyalty could be used as drivers, or as you call them, indicators. 
The aim is to achieve an optimum of brand image and thus also a high loyalty 
among end consumers. It would also make sense to use satisfaction as an 
indicator. This indicator would not be bad in conjunction with our complaints 
management and would also be a certain quality indicator for our brand. 
These indicators could be used to regularly test the emotional added value or the 
resulting brand strength among our customers. Our brand is based to a large extent 
on the emotional character because the sweets alone do not have enough functional 
benefit for the customers to manifest itself in a corresponding brand strength.” 

 

Int 71: Brand Manager, Interview 24: 

“From my point of view, brand awareness, brand image and loyalty could be 
useful indicators or drivers. Roughly speaking, they form the main milestones of 
our brand management. After all, the brand has first to become known so that the 
consumer can form an opinion of the brand. Brand loyalty is then the objective of 
every brand management so that the brand management makes economic sense. 
The cosmetics industry in Germany is characterised by a high degree of brand 
loyalty. However, nearly half of the consumers frequently try out new cosmetic 
products and (new) brands. It is therefore important for us to build up a strong 
emotional relationship to our customers and to groom an image that encourages 
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this. However, I don't want to rule out other indicators offhand. Moreover, the 
question as to the extent or the level of detail also needs to be considered, I mean 
how many indicators are to be used three, four, seven or ten?” 

 

Int 72: Accounting Manager, Interview 19: 

“The question is which indicators support and drive the development of the added 
value of the brand. One can of course use individual indicators, but these need to 
be related to one another in a value-based way.” 

 

Int 73: Brand Manager, Interview 23: 

“Why I want to have consumer satisfaction as an indicator is quite simple. 
Imagine you are a satisfied customer of our products. Then you are willing first to 
buy our brand regularly and second, and this is equally important, you are also 
prepared to pay the price premium regularly and don't just wait for special offers. 
Satisfaction is also the basis of brand loyalty.” 

 

Int 74: Brand Manager, Interview 28: 

“An indicator which I believe is very important is satisfaction. For one thing, the 
indicator is a very important value in our company because only satisfied 
customers buy the brand again and recommend it to others. In connection with 
brand valuation it is, however, also important that we see satisfaction as a future-
oriented indicator. Dissatisfaction with a brand is the first step towards a possible 
change to the competition. Dissatisfaction comes from the feeling of the consumer 
which he might not even be able to define at an early stage.” 
 

Int 75: Accounting Manager, Interview 16: 

“The satisfaction of the consumers is one of the few qualitative indicators which we 
have integrated in the controlling and which we try to record as regularly as possible. 
For us, satisfaction is on the one hand an early warning indicator for possible 
improvements of the brand or products or, possibly also the communication. This is 
derived mainly from the complaint rates or complaint frequency for our products.” 

 

Int 76: Accounting Manager, Interview 19: 

“So far, consumer satisfaction in our company has been determined by using certain 
complaint rates and frequencies. Unfortunately, we do not have any other data. 
However, such complaint rates by no means reflect the “real” satisfaction of customers 
who buy our brands and why they are satisfied or dissatisfied with the brand or 
product. The satisfaction is not only disturbed by such complaints, whatever form 
they may take. Satisfaction has many facets which we can't record at the moment.” 

 

Int 77: Brand Manager, Interview 20: 

“The relationships between the indicators should ideally reflect the 
decision-making process of the consumers. Here in marketing we regularly  
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use this process, even though it might appear too abstract for some.”  
Why exactly the consumer decision-making process?   

“Although the decision-making process is often criticised that the process 
by which the consumer selects the brand and then buys the brand and uses the 
product is too abstract to map, this abstract is in fact extremely helpful, particularly 
for the strategic brand planning. After all, the indicators should not just value the 
brand and measure the brand strength but at the same time help us in our planning.  
And it makes sense if everything has a common basis so that unclear interfaces 
with an endless number of possible interpretations do not arise.” 

 

Int 78: Brand Manager, Interview 22: 

“This relationship must of course project the decision-making process of the 
consumer. It is quite simply the way how we introduce our product or brand to the 
consumer and how the consumer approaches the decision to buy. There is so much 
potential in the individual stages that is often lost due to false strategies. If I look at 
the “Dreiklang” or even the “Vierklang” analyses [“Dreiklang” analyses are 
market research studies of various consumer goods sectors which test brands for 
brand awareness, sympathy and purchase. “Vierklang” analyses test the brands 
for brand awareness, sympathy, willingness to buy and purchase. These analyses 
consider parts of the consumer decision-making process.] and see all the losses 
and thus particularly the lost potential, it is very worrying and an evidence that 
brand management has not been understood by management.” 

 

Int 79: Brand Manager, Interview 25: 

“A good way to fix consumer-based indicators is to take the decision-making 
processes as a basis. The reason for this is that of course, on the one hand, the 
consumer should be steered to buy the brand, again the topic added value, and on 
the other hand the customer should, if possible, develop into a loyal customer. 
Indicators which support the course of the decision-making process provide the 
best support for management as they allow the identification of weaknesses which 
can be considered in the strategy development so that counter-measures can be 
taken. These indicators also best support the development across the consumer 
goods sectors. In addition, the company concerned could add other indicators as 
required, this would again support the topic flexibility .” 

 

Int 80: Brand Manager, Interview 23: 

“If you, as proposed, consider a consumer decision-making model in your model, 
it would make a lot of sense to make sure that every single stage of the consumer 
decision-making model is equipped with at least one indicator. This would help 
us managers in our work because this would, on the one hand, allow us to check 
whether the existing planning considers all the stages and, on the other, show us 
how we can react if deficits are detected. In addition, this would ensure the logical 
order which in my opinion the indicators should have.” 
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Int 81: Brand Manager, Interview 18: 

“Regarding the scope, I mean the amount of indicators, care should be taken 
that management does not get “bogged down” in the number of indicators 
and therefore lose sight of the main conclusions of the brand equity due to the 
sheer volume of indicators.”  

How many indicators would you suggest?  
“I think that around seven or eight indicators would be more than enough. It 
is therefore important when selecting the indicators to pay attention to their 
informative value and significance for the brand. A maximum of 10 indicators 
would seem to be reasonable.”  

10 indicators for all components? For example, for a consumer-based component and 
financial-based component?  

“Yes. The absolute maximum for the whole brand equity model.” 
 

Int 82: Marketing Manager, Interview 21: 

“Before we get into a discussion of the individual indicators I would just like to 
touch on one important matter. The indicators which will later be used in your 
model must on all account have a certain informative value, but at the same time 
they should “fascinate” through their simplicity.  I mean that the indicators should 
have a high degree of informative value, but at the same time be easy to understand, 
easy to record and easy to interpret in terms of the present and future steps for 
brand planning. To achieve this I could imagine that the indicators could be built 
on one another and thus always consider “milestones” of brand management.” 

 

Int 83: Accounting Manager, Interview 19: 

“One of the brand valuation models which was offered to us allowed us to value also 
other brands in order to obtain a comprehensive view of the market. This would also 
influence our brand planning and allow us to refine the brand expediently.” 

 

Int 84: Marketing Manager, Interview 15: 

“It would also be ideal if your model would allow us to value brands of the 
competition and not just our own brand. What I have in mind is that this 
would, for example, allow a better and more effective brand planning. A 
benchmarking option of the consumer-based indicators would be enough. 
Financial comparisons will hardly be possible anyway without precise financial 
information about the competition – and we certainly won't be able to get that.” 

 

Int 85: Accounting Manager, Interview 19: 

“Before I answer that question, another question is more important, namely the 
importance of the indicators and their use. The most important result of 
the brand valuation is the monetary brand value. The brand strength influences the 
monetary brand value, but does not play a decisive role in the monetary calculation of 
brand value at the moment. Thus, the question as whether an indicator 
might be “counted twice” is not relevant at all from a monetary perspective. 
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Within the brand strength, I mean the part which has more to do with managing the 
brand, it is irrelevant in my opinion whether the indicators overlap or not. In the 
case of the image, this indicator is already indirectly dependent on the awareness 
because if I don't know the brand, I can't form an opinion on it. But as I said, 
this is more important for the managing of the brand.” 
 

Int 86: Brand Manager, Interview 22: 

 “I think this criticism from a theoretical perspective is justified, but  
irrelevant in practice. We discussed earlier that the indicators need to be 
compatible with a cause-related chain. This alone shows that the individual 
indicators are built on one another. Let's be realistic: how are we supposed to 
demarcate the indicators to 100% without a possible mutual dependence? Apart 
from that, these indicators are intended for brand management and to support 
brand planning. A direct transformation of the indicators is not planned in your 
model, is it? As far as I am concerned, this criticism can be ignored.” 

 

Int 87: Brand Manager, Interview 24: 

“In our company, we have two definitions of loyal customers. Our controlling 
department takes the easy way out and says that loyal customers are all 
repeat purchasers of our brands. For us in marketing every repeat purchase is of 
course a confirmation of our marketing strategies and the activities based 
on them. But for us, a loyal customer is not just a loyal customer because 
he buys our brand repeatedly but because he has a deeper relationship to 
our brand and holds it in esteem. Only customers with this attitude are 
consistently loyal repeat buyers of our brand, who don't just buy our brand because 
it is on special offer again, only then to change to other brands until the 
next special offer. After all, a loyal customer or brand loyalty should raise brand 
profitability because the loyal customer is more willing to pay a price premium.” 

 

Int 88: Accounting Manager, Interview 16: 

“For our metrics system loyal customers are customers who buy the brand 
for many times.”   

Does the controlling department has any other possibility of recording the brand 
loyalty of the customers?  

“Not really as we receive the data for this regularly from the GfK and additional 
analyses are not offered in this respect. In general, this information is sufficient 
for our purposes as we define loyalty via sales and purchase frequency.” 

 

Int 89: Accounting Manager, Interview 19: 

“We in the controlling department define loyal customers by using the repeat 
purchase rate. Repeat purchases show that consumers of the brand or 
product are satisfied with the brand and confirm this by their regular 
purchase of the brand and thus are loyal to the brand.”  

How do you categorise, for example, customers who buy products of the brand 
regularly but only when the brand is on special offer? 
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“Well for this particular category of consumer there are different perspectives if 
they are to be categorised as loyal customers. From the perspective of the 
controlling department, this category of consumers meets basically the requirement 
of loyal customers by their repeat purchases. On the other hand, the marketing 
department fights against our perspective that accepts such consumers as 
loyal customers. For this category of consumers, the price is of prime importance 
for their purchase decision and less the added value which the brand offers 
them. The marketing management justifies this by arguing that such consumers 
have no deeper relationships with a brand. But, please tell me, how we in the 
controlling department can measure and record such a deeper relationship to a 
brand? For us in the controlling department such metrics are not reliable enough.” 

 

Int 90: Marketing Manager, Interview 26: 

“Brand trust is not a bad idea, but for me this value does not say enough. Of 
course, it would be a useful advantage to know whether the consumer trusts the 
brand or not. However, merely knowing whether the consumer trusts the brand or 
not is not a useful basis for strategic brand planning. It makes much more sense, 
for example, to use information about the brand image and the brand associations 
and for example whether the brand is in the consumer’s relevant set.” 

 

Int 91: Marketing Manager, Interview 29: 

“For me, this value does not support enough the meaningfulness that is 
necessary for a use in brand management and brand valuation. Other 
results can often be used to draw conclusions about brand trust. For 
example, brand trust has an impact on brand loyalty. From this it can be 
concluded that the customer has brand trust.” 

 

Int 92: Accounting Manager, Interview 19: 

“From a perspective of the controlling discipline, brand trust is not precise 
enough for a valuation. Of course, you could say the same thing about brand 
image, but thanks to the associations it is possible to better assess the target 
achievement. What efficiency, for example, is brand trust meant to have per se?” 

 

Int 93: Marketing Manager, Interview 31: 

“Of course, brand trust is an important point for a brand. However, I see brand 
trust as a sum of various components. Trust in a brand is built up if, for example, 
the perceived image of the brand reflects my life-style and my way of life and I am 
also satisfied with the perceived quality of the brand or the brand products. As a 
result, the trust in the brand grows. Thus, as the sum of various other points, in my 
view, brand trust is not suitable as an indicator for a brand valuation model.” 

 

Int 94: Accounting Manager, Interview 19: 

“I doubt very much whether the perceived brand value for the cost which the 
customer has to pay is a useful indicator. How am I supposed to get a useful 
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value or metric for the controlling? What exactly is it supposed to mean? Do 
I have to ask the customers? Where do special offers and price cuts all over 
the place give a completely different picture of things? I might as well use 
the conjoint analysis straight away in order to survey the price elasticity. This 
value in effect contains two so subjectively perceived variables that it is quite 
impossible for the controlling to obtain a result that can be valued.”  

What variables do you mean?  
“Well, on the on hand the perceived value of the brand for the customer and 
on the other hand the price which he pays for it. 1 Euro can be a lot of money 
for one, and peanuts for another. The results I can get from the price 
premium are much more useful.” 

 

Int 95: Brand Manager, Interview 27: 

“What benefit do I have from this value? Whether my brand is perceived by the 
customer as too expensive or too cheap? I feel that in the context of a brand valuation 
this value is misplaced as an indicator. This value can be surveyed in a separate 
study if one notices that the brand isn't selling at the regular price but only when it 
is on special offer. It is then also of interest to know what part of the product and 
the brand is not adding value. That would then involve extensive conjoint analyses.” 

 

Int 96: Brand Manager, Interview 30: 

“With this value as a possible indicator which anyway only takes effect when the 
customer is either in the act of purchase and then rejects or buys the brand or the 
experiences that he makes after the purchase. I see a close connection here between 
perceived quality and satisfaction in conjunction with a possible price premium. 
So I don't need this value, it does not provide me with any further information.” 

 

Int 97: Brand Manager, Interview 28: 

“Well, for me this term, like the one mentioned before, does not say 
enough about the brand value or the brand strength. Of course, it is nice 
to know how many consumers are familiar with my brand. But I can get 
this figure or brand familiarity indirectly when I see how many of the 
consumers surveyed are able to give associations of my brand. As far as I 
am concerned, I don't have a specific image of a brand until I know 
something about the brand. This raises the question of where the term 
familiarity begins. Do I have to own the brand to be familiar with the 
brand or am I already familiar with it when I know something about the 
brand and thus am I familiar with it to a certain extent? I rather think the 
latter one. That means that I can get my brand familiarity from the 
percentage of consumers who can cite associations to the brand.” 

 

Int 98: Accounting Manager, Interview 16: 

“Familiarity is another one of those subjectively perceived wishy-washy 
terms. Let us assume that each of the consumers surveyed has the same 
information about the brand. But each of them would decide differently 
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about whether he is familiar with the brand or not. That is why this value 
is not to use for a reliable brand strength conclusion. Moreover, I don't 
feel that this gives any information about the value of the brand.” 

 

Int 99: Brand Manager, Interview 33: 

“Please tell me what I am supposed to do with a value about the brand familiarity 
in the brand valuation or the valuation of brand strength. The same applies to 
strategic planning, what I am supposed to do if I want to increase brand 
familiarity among the consumers? Particularly because in my opinion familiarity 
with the brand is no guarantee that the consumer actually likes my brand.  He can 
know my brand well and reject it for that very reason, or he has already used a 
brand and had a bad experience with it and therefore rejects the brand, but he is 
still familiar with the brand. What am I supposed to do with this value? For 
example, with a bad image or poor quality I have a starting point and know where 
I want to go because I then know the starting point from a qualitative perspective 
and I know what I want to achieve.” 

 

Int 100: Brand Manager, Interview 25: 

“ Brand popularity certainly has a positive influence on brand strength. It 
generates potentially higher sales through the “pull” of the brand which makes it 
desirable. But I ask myself how or where this value is supposed to be incorporated 
in a cause-related flow? In my opinion, brand popularity provides information 
about the status of the brand on the market in general and does not provide any 
clear indication of the actual consumer decision-making process.“  

Can you describe this in more detail?  
“Well, the popularity of the brand in my opinion is only one aspect of, for  
example, brand sympathy. Moreover, brand popularity tends to be a mass 
phenomenon rather than an individual yardstick.” 

 

Int 101: Accounting Manager, Interview 19: 

“Isn't brand popularity the same as brand sympathy? If so, then brand popularity 
is in principle a good indicator of brand strength, but it would nevertheless make 
more sense to use the brand sympathy as an indicator. If it relates to the general 
popularity of the brand on the market, I attribute a double function to this value. 
On the one hand, a popular brand without a doubt raises brand strength and 
brand value. On the other hand, popularity does not allow any conclusions to be 
drawn about what makes the consumer buy the brand. Brand popularity can 
unfortunately also indicate short-lived popularity and thus distort the brand value 
or brand strength. I therefore see brand popularity as an indicator that reacts to 
short-lived trends which can lead to wrong conclusions.” 

 

Int 102: Marketing Manager, Interview 31: 

“Brand popularity is quite capable of influencing brand value. To what extent this 
value can or should be used as an indicator, I can't really say. The popularity of a 
brand, apart from modern and short-lived trend brands, tends to be a long-term 



Interview statements 

 445 

development. Look at the brands Coca Cola or Persil, for example. They are 
extremely popular with consumers, one might even call them ‘cult brands’ and 
nevertheless these brands have to prove themselves on the market day by day and 
in the case of misguided developments they  are not exempted from negative 
associations, Coca Cola is the best example. I therefore think that although brand 
popularity can influence brand value, it is not sufficiently strong to be an indicator. 
Indicators such as image, associations or sympathy are more suitable.” 

 

Int 103: Brand Manager, Interview 23: 

“Well, the objective of every brand is to occupy a unique selling position. This unique 
selling position is maintained, among other things, by the added value of the brand. 
In my opinion, a unique selling position as an indicator does not make any sense. I 
can determine the unique selling position of my brand, for example by surveying 
the image and the associations of the consumers in a benchmark comparison.” 

 

Int 104: Brand Manager, Interview 25: 

“Brand uniqueness is an objective which I would like to uphold by means of 
high brand strength. What does brand uniqueness consist of, or in other 
words, how can I generate brand uniqueness? Either via the product if it is 
innovative or via the image of the brand as emotional brand uniqueness, or a 
combination of both. That means that I can determine the brand uniqueness of my 
brand via indicators such as image, associations or perceived quality.” 

 

Int 105: Marketing Manager, Interview 32: 

“Of course, the uniqueness of a brand with the USP gives it an edge over 
brands of competitors. But uniqueness is certainly not automatically also 
an indicator of brand strength. I get a UPS either via a functional benefit 
of the brand and/or the emotional benefit of the brand. The more unique a 
brand is, the larger the resulting price premium.” 

 

Int 106: Marketing Manager, Interview 29: 

“Both perceived quality and also perceived benefit are good indicators for 
the brand. Although perceived benefit could be given preference. It should, 
however, be ensured that a distinction can be made between functional and 
emotional benefits.” 

 

Int 107: Marketing Manager, Interview 32: 

“Perceived benefit is a good alternative to the perceived quality. Quality mainly 
relates to the functional benefit of the brand, I mean the benefit from the product. 
A benefit, by contrast, can contain both functional and emotional benefit, thus 
taking the benefit of the brand into account more comprehensively, particularly as 
most brands these days tend to differ on an emotional level rather than a functional 
level. This is particularly important in our industry. After all, a customer does not 
only buy our cosmetic products because the customer finds that the product is 
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particularly kind to her skin or only because she likes the fragrance or colour or 
because it is a tried-and-tested cosmetic product but because by using it every day 
the customer enjoys an emotional benefit as well which is not to be dismissed out 
of hand. These benefits include self-confidence, beauty, security, etc. A study showed 
that consumers use a combination of both benefits to evaluate the product.” 

 

Int 108: Marketing Manager, Interview 26: 

“That is a very good idea. To use the perceived benefit as an ‘extended’ form of 
perceived quality. By wording the question appropriately, it would even be 
possible to distinguish between the different types of benefit. In this way, it is 
possible to record the way the consumer perceives the brand even better and to 
identify those feelings which increase the brand strength in the eyes of the 
customer. This is a decisive factor in our [fashion] industry. Our customers don't 
just buy our clothing for the good quality but because they want, for example, to 
represent a certain status or want to show that they are en vogue or they wear 
these clothes to gain self-confidence. If I think of ladies' underwear, women don't 
just buy it because it fits perfectly or for the pleasant material but because women 
often want to treat themselves and feel “special” when they wear our underwear 
from time to time. Numerous emotionally desired benefits thus also play an 
important role with our products.” 

 

Int 109: Brand Manager, Interview 30: 

“Well, I don't think it is that difficult to define perceived benefit. Basically, it adds 
an emotional aspect to the perceived quality which only considers the functional 
aspect. I think such an extension allows to consider more industries. Some user of 
the brand valuation model will continue to use the perceived benefit in the 
“classical” variation of perceived quality, others can also consider the emotional 
aspect if they feel this is necessary. You see, it is quite simple.” 

 

Int 110: Brand Manager, Interview 28: 

“As already discussed in connection with the topic of which stakeholders are 
to be considered, we can go without the retail trade. I think it would be good 
for the model if it is not overloaded with too many different perspectives from 
the beginning. Retail trade could be integrated in a second step when the model 
has stood the test of time and management has learnt to work with the model.” 

 

Int 111: Brand Manager, Interview 33: 

“So far we have always discussed brand strength on the basis of the consumers 
and the customers. A retail based brand strength indicator would take us in a 
completely different direction. I believe that it is not necessary to consider the 
retail trade in an “overall” or “total” brand strength. Our definition of brand 
equity is that we look at the consumer and we understand the feedback, i.e. a price 
premium from the customer as brand value. This brand value indirectly already 
contains the trade, hidden by our distribution strategy. Additionally, we have a 
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good relationship to our traders via the distribution function and basically have a 
pretty good idea of the retail trade.” 

 

Int 112: Accounting Manager, Interview 19: 

“As already discussed, one part of the financial brand value is the price premium 
of the customer towards our brand. Why then should we record the brand strength 
which the trade sees in our brand? One could, for example, also argue that the trade 
is already contained in the volume premium, I mean via the degree of distribution. 
The brand strength influences whether the trade stocks our brand or not. And this 
decision of the retail, in turn, impacts on the degree of distribution and thus again 
the volume premium achieved through the customers. In my opinion, it is not 
necessary to consider the trade directly. As I said, we have already solved the 
topic of trade for our company elsewhere, in the supply and retail chain.” 

 

Int 113: Brand Manager, Interview 22: 

“Under certain circumstances, organisational associations may play a role in the 
case the brand is either an umbrella brand or, as is practised to a certain extent in 
our company, the individual brand is positively supported and boosted by the 
corporate brand. The positive image of the corporate brand should be implicit in 
the image of the individual brand. Let me take one of the best known examples 
here in Germany, the company Henkel: Henkel sees itself as corporate brand 
which for years and years has stood with its leading product Persil for a high level 
of competence and quality in the eyes of the consumer. Years ago, Henkel 
therefore passed on this bonus and benefit of the corporate brand to its individual 
brands and promotes all its individual brands with the claim: quality by Henkel. 
Even with the leading product Persil. With such strategies, it might well make 
sense to differentiate the associations of the consumer to determine which directly 
benefit the brand and which are essentially organisational associations.” 

 

Int 114: Brand Manager, Interview 28: 

“… on the other hand, it needs to be considered, or better, this poses the question 
why this distinction has to be made. With our brand, we pursue an umbrella brand 
strategy. This means it is only logical that the product brand is the first thing that 
reach the customer, but it is quite possible that corporate activities also reach the 
customer, be it through PR or for other reasons. But I don't really think that the 
customer is able to clearly distinguish between information relating to the company 
and information relating to the product. The customer forms an opinion of the brand 
and that contains all the information. But that is the point of an umbrella brand 
strategy, isn't it? We see it in our products that thanks to our strategy in the past 
towards environmental protection and energy saving lamps the customers have 
formed a generally positive opinion of our brands in the context of environmental 
protection. This image, for instance, cannot be separated into product and company.” 

 

Int 115: Marketing Manager, Interview 31: 

“What I can tell you about umbrella brands is that in the minds of the consumers  
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there is no clear distinction between product and company. Years ago there was 
scandal surrounding our product that carried the umbrella brand as brand name. 
Within a few weeks, the product ground to a halt, no one wanted to buy our product 
any more. In the meantime, we have switched to a individual brand strategy. A year 
ago when the press reported that one of our individual brands comes from our 
company that still bears the name of the umbrella brand from that time but which 
was only used in the background, sales dropped sharply within a very short space 
of time. It wasn't easy to remedy the damage caused to the image of the individual 
brand. If at all, it therefore only makes sense for individual brands if the 
manufacturer of the brand is known. It makes no sense if umbrella brand strategies 
are used or strategies in which the brand and the corporate brand are named.” 

 

Int 116: Marketing Manager, Interview 32: 

“In a survey which we carried out throughout Germany about two or three years 
ago, this was one of the questions asked. We wanted to know whether our three 
individual brands cannibalise each other. One of the questions was about the 
manufacturer(s) of the three brands. Only 7% of the consumers surveyed knew that 
we are the manufacturer of all three individual brands. Our strategy that the company 
should not be associated with the individual brands is obviously working well. In 
my opinion, this aspect of organisational associations is of no significance at all in 
individual brand strategies. In strategies where the manufacturer essentially works 
as a recommendation as is the case, for instance, with Henkel, Coca Cola or more 
recently also Storck, they want to enhance their individual brands with the positive 
image of the umbrella brand. With this strategy, I think that the conscious mixing 
or upgrade of the individual brand through the umbrella brand makes a separation 
of associations pointless as well. In the case of a pure umbrella brand strategy, the 
question is to what extent a separation is desired, assuming that this is at all possible.” 

 

Int 117: Accounting Manager, Interview 19: 

“In our company, all our products operate under an umbrella brand. We 
are convinced that the customer is not able to distinguish between image-
boosting activities stemming from our products and marketing activities 
and activities relating to the company via PR. For the customer, there is 
a flowing, seamless transition which would be difficult to separate. And as 
long as no reliable result for the organisational associations is to be 
expected from this, such a separation is superfluous and one that we can 
do without, in fact it represents a sort of pseudo-indicator.” 

 

Int 118: Marketing Manager, Interview 32: 

“Brand sympathy is certainly an important part of brand management. 
Only brands which the consumer finds likeable will be short-listed for 
purchase and ultimately bought. Our industry, for instance, is characterised by 
the fact that almost half of all consumers have a certain selection of cosmetic 
brands between which they choose depending on how they feel. For me, 
brand sympathy may well be a helpful indicator of brand strength.” 
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Int 119: Brand Manager, Interview 22: 

“Brand sympathy brings us again back to the consumer decision-making 
process. This is an aspect which should not be ignored. Engaging the 
sympathy of the consumer is already an important step towards relevant 
set and top-of-mind. Once the brand has reached this level in the mind of 
the consumer, it has a very good chance of being bought.”  

 

Int 120: Brand Manager, Interview 30: 

“Brand sympathy is a particularly important factor in low-involvement 
industries, like the food business and thus unfortunately also our brand in this 
area. Due to the low-involvement involved in purchasing products the 
consumer mainly decides directly at the POS which product he buys and 
thus for which brand he has decided. If he already has a certain sympathy for 
a certain brand beforehand, that brand will definitely be on the consumers short 
list. That is why I think that brand sympathy is an indicator of brand strength.” 

 

Int 121: Accounting Manager, Interview 19: 

“From the perspective of controlling, brand sympathy does not play an important 
role. On the other hand, I know my colleagues from marketing, they will certainly 
be very keen to use brand sympathy as an indicator. Sympathy is recorded as a 
percentage and can be clearly assessed by the consumer. Either I like the brand 
or I don't. The result of this value is therefore reliable.” 

 

Int 122: Marketing Manager, Interview 31: 

“Support is most certainly an important topic, particularly for brands 
which have to offer support such as brands from industries offering 
software, PC hardware, consumer electronics, etc. Clearly, it is also 
increasingly becoming essential for all brands to give consumers added 
value that lasts beyond the purchase, for instance with hotlines which are 
already common in the cosmetics industry and which have now become all 
too common in our food business. However, I see support as an element 
of the marketing mix, basically as a pure action of the marketing mix! An 
indicator, on the other hand, is supposed to actually measure what the 
customer feels about our actions and thus increases brand strength. The 
result of my support is thus the perceived benefit which I get from buying a brand 
even after the actual purchase. So for me “support” is not really an indicator but 
an increasingly important element of the marketing mix.” 

 

Int 123: Brand Manager, Interview 33: 

“The idea to highlight the ‘support’ is quiet understandable, in particular 
in these days where added value and uniqueness an important topic in the 
brand management is. But on the other hand, support is more an action of 
the marketing with the result that the consumer perceive by this action i.e. 



Interview statements  

 450 

an added value or more benefit etc. Thus, in my opinion the support is an 
important aspect in the strategic brand planning but not as an indicator.” 

 

Int 124: Accounting Manager, Interview 13: 

If I might summarise at the end, I have been able to filter out three or four values 
in connection with the financial-based brand value: price premium, volume premium, 
brand-related costs and investments and finally the value for a brand 
extension. Would you agree if I were to say that these could also be the financial-
based indicators of the brand valuation model?  

“Yes, I do agree that these, what you now call indicators, are indeed well 
suited to meet the requirements which we place on your model from our 
practical experience. They have all be logically derived and do without an 
arbitrary transformation of brand strength through some sort of scaling 
or weighting of non-monetary values. Additionally, all these four indicators 
consider the requirement that they are able to separate between the value 
caused by the brand and caused by the sole product if it would be unbranded. ” 

 

Int 125: Accounting Manager, Interview 13: 

“That means that virtually the whole brand value lies in the hands of the 
consumer who determines the price premium on the one hand and the volume 
premium on the other. This means that the reliability of these two indicators 
will play a very important role in your model.” 

 

Int 126: Brand Manager, Interview 18: 

“If that is the way you see it, then that is a bit thick for us [the marketing]. That 
really puts us on the spot and responsibility and we will be forced to make every 
activity even more perceptible for the consumer, in a positive sense. The price 
premium is thus certainly the most important factor which is ultimately multiplied 
by the effect of the volume premium. That also unfortunately means that special 
attention is paid to the price premium. This raises three questions:  
(1) what is the basis of the price premium, (2) to what extent can the price 
premium be objectively determined and finally (3) how reliable is the result.” 

 

Int 127: Brand Manager, Interview 17: 

“Well, if the choice is to charge a price premium on basis of a rival brand or 
a no-name product, then the difference to a no-name product is certainly the 
better option. If only because a brand by definition builds on a no-name product.” 
 

Int 128: Accounting Manager, Interview 16: 

“If one considers the price premium from the perspective that it is essentially the 
“main source of income” for the brand value, it is in the interest of the company 
to ensure that the price premium is not too low. In addition, however, the origin or 
the nature of the brand also has to be considered which by definition stems from 
the added value which is added to a no-name product. After all, the no-name 
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product is the basis for the price premium. I can't understand colleagues who 
create the premium of their own brand, for instance, on the basis of e.g. the brand 
leader or other competitive brands. That gives a completely wrong impression of 
the brand value. As a benchmark it makes sense so that comparisons are possible 
i.e. in terms of the quality and price premium.” 
 

Int 129: Brand Manager, Interview 12: 

“Despite the disadvantages of the price premium that are often cited, I personally 
see the price premium as the ideal solution. Particularly, for brands with a large 
sales territory. After all, no brand is ever equally successful in all sales territories. 
For example, our brand might be very successful in Germany, but only be ranked 
7th or 8th in France and ranked 3rd in Italy. Often it is difficult to groom the brand 
with the same image in every sales territory. For example, our products are 
absolute premium products in Germany and are about 25% above the average 
price. In France, by contrast, we have huge problems to position the brand 
accordingly. Other French brands are already positioned in this high premium 
sector and held in great esteem by the French. If one were to measure the price 
premium in France, it would certainly be somewhat lower than the price premium 
in Germany and thus heavily undervalued in terms of the overall performance of 
the brand. The most equitable solution would be to value every single sales 
territory separately and then to combine the results. This would also allow the 
brand management to draw conclusions for further actions, in particular in 
consideration of the consumer-based indicators. And what is particularly important 
is that this not only applies for price premiums but also for the volume premium.” 

 

Int 130: Accounting Manager, Interview 13: 

As you have brought up the subject of subjectivity, I would be interested to know to 
what extent you consider the analysed financial-based indicators to be subjective? 

“Well, as I already mentioned, a valuation is always subjective to a certain extent. 
This is basically due to the function of valuation itself. As soon as something is 
valued, a subjective character comes to the fore. It is therefore important how well 
the valuation can be substantiated and how plausible it is, I mean how the price 
premium, volume premium and the brand-related costs and investments are 
recorded. Brand-related costs and investments are recorded by us, the controlling 
department, and we make sure that this is as objective as possible. In the case of 
price premium and volume premium it is a little trickier.”  

In my opinion, there are i.e. two, what I call, weaknesses, for the price premium. 
One weakness is to find a no-name product and the other is how to collect the 
values which by definition of a price premium make up the difference which the 
customer is willing to pay on top. 

“Yes, you are completely right. Years ago we had to do something similar for a 
product launch. We had to find out the price premium or more precisely the maximum 
price which the consumer was willing to pay for the new product. However, because 
the effort involved in a proper conjoint analysis was too high, we carried out a 
direct stated price survey. This was designed in such a way that certainty as to the 
reliability of the results was achieved through the number of consumers surveyed. 
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What I mean is that a direct price survey is acceptable by the controlling department 
if the number of participants questioned is high enough to keep possible variances 
to a minimum. I think we asked about 150-200 persons. Alternatively, the current 
price of the brand can be taken as the “price premium” for the brand, although 
when I think about it a large part of the sales is generated by various price actions 
which would again distort the price premium and what is more the price we 
prescribe is almost certainly not what the customer envisages as price premium.” 

Have you also been able to gain any experience with no-name products? 
“No, this was not necessary at that time, but I know two colleagues who 
about a year ago had to experiment with the idea of a no-name product. I 
think it had to do with the “private labels” that were gaining ground at that 
time. The aim of the company was to find out the range of the private label 
from the perspective of the consumer. Here they used as a “basic product”, 
which had to represent the lowest level of an unbranded product, the term 
“ No Name” which is a very common term here in Germany and which 
signalises to the customer that this is an unbranded product. They 
“labelled” a product with “No Name” which otherwise basically had the 
same functional characteristics as the brand, but with the labelling removed 
all emotional aspects from the brand, keeping the packaging free of 
emotions which otherwise could have been tantamount to a “branding”. 
And the results must have been good. The consumers interviewed apparently 
understood that this product is identical to the brand, without being a brand. Not 
even a “private label”. I could imagine that this principle would also be very well 
suited for your brand valuation. My colleagues were at least very happy with this 
variant and the results were apparently all ok as well”.  

Would such an approach be reliable and objective enough for the controlling discipline?  
“As I said, if a sufficient number of consumers are surveyed in order to get a 
reliable result, I would have no objections.” 

 

Int 131: Accounting Manager, Interview 16: 

“When you prefer this complicated way, then this is certainly a solution, which is 
most closely related to the definition of the price premium. As already mentioned, 
the amount plays a crucial role.  I would go further and say that certain statistical 
requirements should be met to talk about a reliable result.  But I think that I am 
exceptional as most of my colleagues in the controlling departments are convinced 
that such statistical requirements are not necessary.” 

Which statistical requirements are necessary in your opinion? 
“Well, on the one hand, the sample size of the interviewed persons is a 
requirement and, on the other hand, normal distribution, standard error or 
also standard deviation should be seen as a requirement in my opinion. I 
think, for example, that the standard deviation should be a value of at least 
90%. Everything above is of course much better. But, as already mentioned, 
with this opinion I seem to be ‚very strict’ in comparison to my colleagues.” 

 

Int 132: Brand Manager, Interview 14: 

“How simple and yet so effective some solutions sound. I like the solution  
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a lot, also in terms of the flexibility  for the model as a whole which we 
already discussed and in terms of its simplicity. When I consider that some 
models offer complex conjoint analyses and in the end the results are often 
not even reliable, the direct price survey seems to be really simple and 
above all flexible in terms of company and industry sector.” 

 

Int 133: Brand Manager, Interview 17: 

“The method of recording the price premiums needs to be very economically 
efficient, particularly in view of the high number of persons surveyed. A 
direct price survey would be quite sufficient. What is more, I think that a 
conjoint analysis is over the top for a brand valuation. They are complicated, 
expensive and provide too much information for a pure brand valuation. A 
conjoint analysis is certainly appropriate in connection with a special 
product analysis aimed at revealing the strengths and weaknesses of the 
product from the perspective of the consumer and to put a price on these. For 
the calculation of a price premium this is definitely too extensive both in 
terms of costs and also the irrelevance of the information for the brand valuation.” 

 

Int 134: Brand Manager, Interview 18: 

“The proposed indicators and the proposed approach sound very plausible.  
Particularly if the controlling department also agrees with these figures, process 
and the approach. Considering the aspect of the costs incurred for it, I think the 
direct price survey would keep them on a reasonable level. What I particularly like 
is the strict implementation of the definition of price premium. This also considers 
our definition of brand equity. The brand equity is thus collected directly from the 
consumers. I am surprised that such simple solutions like the ‘no-name’ solution 
apparently work so well with the consumers.” 
 

Int 135: Brand Manager, Interview 20: 

“Despite the good results that the direct survey has provided so far, we are not 
opposed to potentially more suitable methods, if there are any at the moment.” 

 

Int 136: Accounting Manager, Interview 13: 

“The cost factor is certainly an important indicator for a financial-based indicator. 
After all, costs do have a significant influence on the value of a thing. Particularly 
when planning for the future, as the shareholder value requires, the cost area is 
equally as important as the income and an important driver of the value. And as 
discussed in connection with the aspect of premium, the costs also need to be 
brand-related, i.e. only those costs which would not also be incurred for an 
unbranded product are considered.” 

 

Int 137: Accounting Manager, Interview 16: 

“By using brand-related costs and investments as indicators, one also meets 
the requirements of a performance system, which is essential to efficient  
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brand management.” 
 

Int 138: Marketing Manager, Interview 3: 

“What about the integration of brand extension? In our company there are 
plans for possibly one or two brand extension in the next one or two years. It 
would certainly be an added bonus for the brand value if an additional value 
could be included for a brand transfer.” 

 

Int 139: Brand Manager, Interview 9: 

“Our brands have enormous potential for brand extensions. In the past few years, we 
have already successfully completed two brand extensions. As a result, the brand sales 
were increased by 15% and 23% respectively. These extensions were very well 
received by the consumers and these brand extensions saved us the costs which a 
new product launch would have caused. In addition, these brand extensions also 
had a positive effect on the brand image. It would therefore be an advantage if 
these aspects could also be considered in the brand value.” 

Well, a potential brand transfer is a future event. Even with shareholder value the 
subjectivity inherent in the forecast of future values based on current values is often 
criticised. Figures for a future brand extension are not really available. What, in your 
opinion, should the valuation be based  on? 

“Well, for one thing the brand benefits from a successful extension through 
image gains and can confirm the quality requirements the consumer places 
on the brand.  A brand extension also enlarges the target group and thus also 
the number of consumers. Sales increase and the costs for a brand extension are 
manageable compared, for instance, to the launch of a new brand.”  

And what should form the starting point for a transfer valuation?  
“That could basically only be forecast budget figures.” 

Do you consider your own budget figures to be sufficiently reliable to not be 
classified by critics as too subjective? 

“Well, these budget figures are developed in our company together with the 
controlling department. I hope that these figures are objective enough. Our 
brand extension was a success and even exceeded forecast budget figures. A 
failed extension is another matter, but every valuation contains that risk, doesn't it?” 

 

Int 140: Accounting Manager, Interview 13: 

In the previous interviews, the marketing managers expressed the wish that a brand 
extension potential should be included in the brand value. Can you confirm this wish?  

“Well, it is basically a good idea to include the extension potential of a brand 
in the brand value, particularly as every brand has more or less potential for 
an extension. I see a possible problem in the implementation. Off the top of 
my head, I cannot give a solution or reliable answer about how this could be 
implemented in practice. Unfortunately, our company has not yet carried out 
any brand extensions.” 
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Int 141: Accounting Manager, Interview 16: 

In the interview with your marketing colleague, I learned that you carried out two 
brand extensions. What experiences you made with the brand extension?  

“Oh, now that is a very complex topic. The brand extension was a very long 
drawn-out affair. Extensive tests, market research and potential calculations 
were carried out to answer the question what potential the brand has from a 
financial perspective for the brand and what effects the transfer could have in 
terms of the image, quality assurance, credibility, brand identity, etc. for the 
brand. The brand extensions were for us certainly about saving costs and 
increasing sales. Our planning was to a certain extent only based on experience 
with the current brands and the market situation on the markets being targeted.” 

How could the brand extension be included in the brand value?  
“ I think the brand extension should only be included if there are already concrete 
plans for a brand extension. Assuming a general extension potential for a 
general market makes no sense – imagine we were to assume a general extension 
potential for our food brand in the cosmetic or electronics industry - completely 
utopian. The inclusion of a brand extension must therefore be justified in 
already at the planning stage to obtain at least some sort of realistic planning 
basis, this means the realisation of the brand extension should not be longer than 
one year from the point of including the value of the extension in the brand value.” 

 

Int 142: Accounting Manager, Interview 13: 

Do you already have a possible solution for the transformation of non-monetary 
indicators into monetary ones?  

“As I said, we are looking for a brand valuation model which provides both 
consumer-based and financial-based values and metrics. In our search for such a 
brand valuation model in recent months, we found that such models are mostly 
offered by consulting firms and advertising agencies and the calculation of the 
results was not transparent for us. But we need to understand the calculation 
method used to arrive at the results in order to know how to assess the results and 
how we can integrate them in our overall valuation system. If this is not possible, 
we can save the high expense of buying such calculations.”  

Do you have a suggestion based on your experience how this problem can be solved?  
“Well, as regards marketing, the indicators turnover and market share are 
what come to mind first. If, for example, a connection could be found along 
those lines that would certainly be ideal. If possible, avoid a transformation.”  

 

Int 143: Marketing Manager, Interview 10: 

“These days, it is in principle essential to have market- and consumer-based 
results, and of course the financial side of the brand valuation. However, I must 
warn you from the outset that you will encounter huge problems if your model 
involves unclear and unfounded transformations of the values into financial 
indicators. I had an endless discussion with controlling when I suggested using a 
model from ACNielsen or Interbrand. The aim was, of course, to transfer the 
results of the valuations to our valuation system in order to satisfy the wish of 
management to integrate the brand more strongly in the overall valuation. You 
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must therefore pay very close attention to this aspect of generating financial 
values and how they are related to market- and consumer-based results.”  

What could this connection look like in your opinion?  
“This question also came up in our talks with accounting managers. We came 
to the conclusion that the most elementary connection between marketing 
and controlling is consumer behaviour. Marketing tries to positively 
influence consumer behaviour towards the brand, controlling on the other 
hand looks at the outcome of consumer behaviour – the turnover generated 
by the purchases of the consumers.”  

 

Int 144: Accounting Manager, Interview 16: 

“As long as your model needs a transformation from non-monetary results to 
monetary results, I can't see how it can usefully be integrated in our overall 
controlling [accounting] system. Even valuation systems such as those of 
Interbrand or Semion cannot be simply transferred to our system. You can see this 
from the different results which the different valuation systems come up with.”  

Do you have a solution to avoid such a transformation or to make it more reliable?  
“Not right now, but because all the models currently have a more economic 
and commercial slant and I think also less theory-based, I could imagine that 
something from this direction might help. Anyhow, such elements should be used 
which are already in use in the company. There might be a solution which makes 
sense. Turnover is one of the most important indicators in a marketing context. I 
could well imagine that this might offer the necessary connection.”  

What do you think of consumer behaviour when you want to make a link to turnover?  
“Sure, it is certainly the trigger for the turnover when the consumer buys 
products of our brand. If marketing also sets this as a target, it might well be 
possible to create a link via this function. As I said, what is important is to 
observe a consistent value chain throughout.” 

 

Int 145: Brand Manager, Interview 14: 

“One of the reasons why we have not yet used a combined model is that these 
models mainly raise questions such as: - Why are these non-monetary indicators 
of the various models transformed into monetary indicators? - What is the 
factor for the transformation, where does it come from? -Why is a brand 
awareness of, for instance, 20% worth say EUR 1.2 million? - How is the 
transformation performed? What is the basis for the transformation? to name but 
a few questions that come up when we are screening the possible models.”  

As expert you most certainly have an idea of how these problems can be managed.  
“I often ask myself why a transition cannot be created simply via the brand 
strength in conjunction with the consumer behaviour,  after all the purchases by 
the consumers generate turnover which is accepted by controlling as a basic 
component. Such a possibility must surely be realisable with a SOR model. 
We have often used the SOR model as a basis for the various models in our 
marketing and this model has so far always worked. At the end of the day, 
virtually the whole of marketing is a “black box” as soon as the variable 
“consumer” comes into play.” 
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Int 146: Brand Manager, Interview 17 

“Why don't you simply use the SOR model? I could well imagine that the model 
provides a good and plausible substantiation of brand value for the controlling 
department [accounting]. For example, I used it to convince the controlling 
department on the topic of CRM that certain non-monetary values can be 
highly interesting for controlling. The SOR model is a very plausible model, 
despite the fact that it is also very abstract.” 

 

Int 147: Marketing Manager, Interview 10: 

“Of course there are metrics which are essential for the management of 
brands. I am thinking of elementary values such as the turnover of the brand, 
or metrics such as profit and margin.”  

Are those the only metrics which you use to manage your brands and which you use 
in your company in connection with brand value?  

“No, of course there are other metrics. We put them together to meet the 
needs of our brands. What I want to say is that my list is not complete or even 
decisive for all brands. I could well imagine that other brands, depending on 
the industry, company structure, corporate strategy or the competition and 
the associated pressure in the segment use other metrics.” 

 

Int 148: Marketing Manager, Interview 3: 

“Generally speaking, qualitative metrics should be used more, in particular 
for the brand. For instance, the “willingness to recommend” would be a useful 
metric as this is indirectly contained in the metrics “brand satisfaction” and 
“perceived quality”. Only satisfied customers recommend a brand. On the 
other hand, it would also be most useful for the further strategic positioning 
and efficient communication with the target group to record metrics such as 
the “purchase habits” of the target group.”  

To what extent can a metric like “purchase habits” or the “willingness to 
recommend” influence the brand value or brand strength?  

“Well, I see these examples as important metrics for efficient brand management 
which could certainly have an indirect influence on the brand value.” 
 

Int 149: Marketing Manager, Interview 8: 

“Brand penetration as a further metric for the brand valuation model would 
certainly be a useful addition. This would be another benchmark to the 
competition and thus, in turn, a contribution to efficiency.” 

 

Int 150: Brand Manager, Interview 17: 

“It would also be interesting to include the “response rate” and the “customer 
losses”. In this way, it would be possible to measure the success of individual 
campaigns.” 
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Int 151: Brand Manager, Interview 14: 

“That is a tricky one. I think by considering the marketing performance 
system you already have a good approach. If this approach is followed, a 
sufficient number of metrics will automatically arise without desperately 
searching for possible metrics.” 

 

Int 152: Marketing Manager, Interview 21: 

“I can understand most of your objections to the metrics that have been proposed. 
However, in my opinion this raises the fundamental question of whether metrics can 
make a contribution to a brand valuation at all.  I understand that you want to develop 
the brand valuation model along the lines of the marketing performance system 
and that you want to provide metrics as well. This is most certainly praiseworthy, but 
you should not lose sight of the actual task of the (1) brand value and the (2) 
marketing performance system. I think there is a risk that this will happen here. 
The task of the marketing performance system is to ensure efficient and effective 
brand management. I can achieve this by comparing input and output and the targets 
set. In my opinion, your model contains sufficient starting points for the generation 
of such comparative values. And in this way you have already created enough 
metrics because such comparative values are themselves excellent metrics, 
particularly in connection with the input- and output-oriented indicators which you 
want to develop. In my opinion, it makes no sense to search for additional metrics.” 
 

Int 153: Brand Manager, Interview 20: 

“I know that I said at the beginning of the interview that I would like to have 
further results and indicators which can be used to interpret a monetary brand 
value and support brand management in their strategic work. However, in my 
opinion this has already been done by including the indicators in your model 
which have both a qualitative, consumer-based character as well as a quantitative, 
monetary character. These indicators which we already discussed a few minutes 
ago are quite sufficient to be used as an additional element for metrics.” 

 

Int 154: Accounting Manager, Interview 13: 

“I believe that you can confidently stop your search for metrics for your brand 
valuation model.  For one thing, you can't do anything with the wishes that many 
of my colleagues from marketing have provided. With the indicators which you 
want to include in your model, you can't calculate any of the desired, almost exotic 
metrics anyway. They are all complicated metrics which are time consuming and 
costly to record and which do not belong in a brand valuation. This would inflate 
our work here in controlling unnecessarily and overcomplicate matters. Particularly, 
as special prerequisites would have to be considered in the calculation for every 
metric. My tip is that (1) you stick to the input-output orientation, (2) you structure 
your model to allow benchmarking; in particular against rival brands, (3) you use 
indicators which, as already discussed, consider consumer-based and financial-
based aspects and finally (4) you consider that recording of the data for the brand 
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valuation and the calculation itself is not unnecessarily complicated by taking into 
account metrics which are unnecessary for brand valuation purposes.” 

 

Int 155: Brand Manager, Interview 11: 

“As long as your model ensures that qualitative values are also considered, such 
as brand awareness, image or loyalty, these are sufficient for me as metrics. My 
objective here in marketing is the further use of qualitative, non-monetary aspects. 
After all, the brand is a being, comparable with a human being, which has to be 
shaped and created. As proof of success and thus at the end of the day also in terms 
of accountability for the budget used, metrics need to be used which can not only 
be “proved” in monetary terms but also with the achievement of predefined targets 
such as image, quality satisfaction, loyalty, etc. With the indicators you used, I think 
enough metrics have been created for such purposes. Extending the range of metrics 
would be counterproductive and unmanageable. They would “clutter up” the whole 
well-thought-through stringency of your model and make it appear complicated.” 

 

Int 156: Accounting Manager, Interview 16: 

“I think this is unnecessary work. The model already has sufficient potential  
for metrics through the indicators that are used. One useful additional option 
would be the use of benchmarks against rival brands; without much effort it 
would thus be possible to indirectly detect the differentiation of the brand, 
how the customer perceives it and whether this differentiation is relevant for him.” 

 

Int 157: Accounting Manager, Interview 19: 

“With this breakdown of indicators in combination with the cost factors of the 
marketing mix in your model, I see very good possibilities or a very good potential 
for metrics which also reflect the efficiency of the brand particularly well. For 
example, metrics could be set up which put the individual elements of the P’s of the 
marketing mix in proportion to appropriate indicators. It would be interesting to 
put the costs for advertising in proportion to changes achieved in brand awareness 
or changes achieved in brand image. Or, for instance, the product costs in 
proportion to perceived quality or even satisfaction. As you see, your indicators 
and also the marketing mix offer sufficient metrics which each company can put 
together as it wishes, thus in turn giving the model flexibility as required.” 

 

Int 158: Brand Manager, Interview 24: 

”Well, the used indicators in your model refer, in my opinion, not to aspects 
and characteristics that can only be found in special branches. The rest of 
your model is also not limited to a special branch. Therefore, in my opinion, 
your model can be applied independent of the branch.” 

 

Int 159: Accounting Manager, Interview 19: 

”Why shall the model not be applicable to all branches? I do not see any 
characteristics or aspects, which are inconsistent. The resulting values and 
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metrics as well as the used indicators and the cause-related added value 
chain make it possible to apply the model in all branches.“  

 

Int 160: Marketing Manager, Interview 21: 

“The clear structure of your model refers to (1) a stringent cause-related chain 
that is evident throughout your model, (2) the consumer-based indicators that support 
ideally the brand management by their generalisability and (3) the inclusion of 
customer behaviour that is part of the consumer sectors and independent of branches. 
The application of the premium indicators can be explained by the nature of the 
brand and not by any characteristics of branches. I do not doubt that your model 
is applicable to all branches.” 
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Appendix B: 

B List of interviewed companies (in alphabetical order) 

 
Company Sector Detail M A L 
apetito AG Food & beverages Frozen foods �   
August Storck KG Food & beverages Sweets �   
Bahlsen GmbH & Co Food & beverages Snacks, cakes and biscuits �   
Birkel Teigwaren GmbH Food & beverages Pasta �   
C. Josef Lamy GmbH Stationery Writing instruments �   
Carl Kühne KG (GmbH & Co.) Food & beverages Canning food (Vegetables) �   
Clarins GmbH Cosmetics & toiletries Perfume,  skin care & other 

cosmetics 
�  � 

Dr. Scheller Cosmetics AG Cosmetics & toiletries Skin & dental care, cosmetic �   
Eckes-Granini Deutschland GmbH Food & beverages Fruit juices, nectars,drinks �   
GABA GmbH Cosmetics & toiletries Oral hygiene and care �   
Gerolsteiner Brunnen GmbH & 
Co KG 

Food & beverages Mineral (bottled) water 
and soft drinks 

�   

Hugo Boss AG Clothing & footwear Clothing and cosmetics �  � 
Johnson & Johnson GmbH 
Germany 

Cosmetics & toiletries Skin, Women, Baby & 
Kids Care 

� �  

Katjes Fassin GmbH Food & beverages Sugar confectionery  �   
Krüger GmbH & Co. KG Food & beverages Instant & chocolate products �   
LLOYD Shoes GmbH & Co. KG Clothing & footwear Footwear �   
Loewe AG Household-appliances  Consumer electronics � �  
Melitta Unternehmensgruppe 
Bentz KG 

Household-care paper, plastics, and hot 
beverages 

�   

Mineralbrunnen Überkingen-
Teinach AG 

Food & beverages Mineral (bottled) 
water/soft drinks 

�   

Montblanc International GmbH Stationery Writing instruments �  � 
OSRAM GmbH Household-appliances  Lighting manufacturer �   
Ostfriesische Tee Gesellschaft Laurens 
Spethmann GmbH & Co. KG  

Food & beverages Tea �   

Pelikan Vertriebsgesellschaft mbH & 
Co. KG 

Stationery Writing instruments �   

Reckitt Benckiser Deutschland AG Household-care  Household surface care �   
Rosenthal AG Tableware & china  Glass-porcelain-ceramics �  � 
Schwan-STABILO Schwanhäußer 
GmbH 

Stationery  Writing instruments �   

Sebapharma GmbH & Co KG Cosmetics & toiletries Medical skin care � �  
Sioux GmbH Clothing & footwear Footwear �   
WMF AG Tableware & china  table and kitchenware �   
Zwilling J.A. Henckels AG Tableware & china  knives, scissors, cookware �   
 

Interview made with:   
M = Marketing or Brand Manager, A = Accounting Manager   |  L = Luxury brand(s) 
 
NOTE: The numbering of the interviews from Chapter 4 does not match the way the 
companies are sorted in the table presented above. The managers only agreed to the 
interview after entering into a secrecy agreement to ensure that the answers 
presented in the thesis cannot be traced directly to the company. 
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Appendix C: 

C Interview Guides 


 Interview Guide 1 (Interview 1) 

 Interview Guide 2 (Interviews 2 – 3) 

 Interview Guide 3 (Interviews 4 – 8) 

 Interview Guide 4 (Interviews 9 – 11) 

 Interview Guide 5 (12, 14, 15, 17, 18) 


 Interview Guide 6 (Interviews 20 - 22) 

 Interview Guide 7 “Acc.” (13) 

 Interview Guide 8 “Acc.” (16 & 19) 

 Interview Guide 9 (Interviews 23 - 25) 

 Interview Guide 10 (Interviews 26 - 33) 

 
IG = Interview Guide;   � = Focused part/question during the interview 
� = Brief part/question during the interview;   ≈  = Only if necessary 
 
IG 1 2 3 4 5 6 7 8 9 10 

          

General questions:      
General data of the company, brief description of brand portfolio (Amount of 
brands, brand positioning, brand strategies, sales area) and actual and future trends. 
� � � � � � � � � � 

          

How do you manage your brands? Are there parallels between brand management 
and a brand valuation? 
� � � � � � � � � � 

          

Questions about brand valuation: (Focus: RQ 1 and partly RQ 3) 
How were brand valuations performed in the company to date? What were the 
reasons, focal points, orientation and any strategic background?   
� � � � ≈ ≈ � � ≈ ≈ 

          

Is the brand valuation performed regularly or only on certain occasions?  
� � � � ≈ ≈ � � ≈ ≈ 

          

What strengths, weaknesses and problems have emerged in the performance of the 
brand valuation?   
� � � � ≈ ≈ � � ≈ ≈ 

          

What brand valuation models were used? Who performed the valuation (agency, etc.)?   
� � � � � � � � � � 

Based on practical experience with brand valuation, what requirements are placed 
on or must be fulfilled by a successful practice-oriented brand valuation? 
� � � � ≈ ≈ � � ≈ ≈ 

How is brand equity defined in the company?   
� � � � � � � � � � 

          

Further questions considering previous interviews: (RQ 7, RQ 4 and partly RQ 3) 
What role does the marketing mix  play in marketing and in the company in general?   

 � � �       
          

Is the consideration of metrics a topic for brand valuation? Which metrics are used 
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IG 1 2 3 4 5 6 7 8 9 10 
          

in connection with a brand valuation? (Table Metrics) 
 � � �       

          

If these topics are not addressed, at the end of the interview ask:  
- To what extent do SHV and VBM play a role in brand valuation?   
- Are other functions or departments in the company involved in the brand valuation? 
- To what extent do additional considerations regarding metrics and performance 

systems need to be taken into account?   
  � �       

          

To what extent must “objectivity ” and “reliability” be considered in the brand 
valuation and to what extent is this realistic? 

  � �       
          

To what extent is the aspect cause-and-effect chain (causality) important? 
   �       

          

Does the industry  in which the company operates influence the performance and 
calculation of the brand valuation? 

   � ≈ ≈ ≈ ≈ ≈ ≈ 
          

Does the positioning of the brand in terms of price level (luxury brand vs. low 
price brand) have an influence on the brand valuation model? 

   � ≈ ≈ ≈ ≈ ≈ ≈ 
          

Shareholder Value: (Focus: RQ 3) 
Questions about specific problems analysed by the literature:  
Shareholder value contains many critical aspects:  
- It does not adequately consider other stakeholders 
- Possibility of abuse to generate high values. 
- Problems in the calculation of the value (determination of future cash flows 

(question of reliability of the forecast, discount rates, planning horizon, etc.). 
- Question of objectivity  in the shareholder value is questioned  

    � � � �   
          

Use in the brand valuation model (how and at all possible): 
- Is the consideration of the shareholder value approach in the brand valuation 

model important these days and a “must have”?    
- To what extent does the problem of “objectivity ” have to be considered?   
- What advantages are inherent in the shareholder value approach when used in a 

brand valuation model? (also in conjunction with value-based management) 
    � � � � ≈  
          

Performance System: (Focus: RQ 3 and 4) 
Questions about specific problems analysed by the literature:  
- The main criticism of a performance system is that in conjunction with the brand 

this system is still not very widespread (brand controlling ). 
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IG 1 2 3 4 5 6 7 8 9 10 
          

    � � � �   
          

Used in the brand valuation model (how and if at all possible):  
- Which metrics and tasks should be used to force the implementation and usage 

of a performance system?  
- How can such an application of a performance system affect and support all 

areas of a combined brand valuation model? 
    � � � � ≈ � 

          

- Which special aspects need to be considered from the perspective of the 
controlling department (strategic management accounting)? 
      � �   
          

Problem of linking the CB and FB components: (RQ 5) 
Questions about specific problems analysed by the literature  
- A major problem of the models with a CB and a FB component is the 

transformation  of CB values (non-monetary) into monetary FB values. 
    � � � �  � 

          

Use in the brand valuation model (how and if at all possible):  
- How can this problem be countered?  
- And which aspects would the model have to consider to do so? 

    � � � �   
          

- To what extent is the aspect of consumer behaviour a connection and 
“ transformation” between the consumer-based and the financial-based component?   
     � � �   

- Is it necessary to include an additional component which considers the 
environment of the company and the brand? 
     � � �  � 
          

Marketing Mix: (RQ 4) 
Questions about specific problems analysed by the literature:  
In the literature , the marketing mix  is characterised as a marketing instrument that:  
- does not adequately consider the philosophy of customer-orientation; 
- is too static, and thus not sufficiently dynamic for today's markets;  
- the elements (Ps) are too abstract to be properly implemented in a brand strategy. 

    � � � �   
Use in the brand valuation model (how and if at all possible): 
Could the marketing mix nevertheless be used as a starting point for a brand 
valuation model?  (Particularly as a):   
- connector between a consumer-based component and a financial-based component;  
- connection to controlling department (strategic management accounting);  
- basis for the shareholder value approach;  
- basis for a cause-related chain. 

    � � � � ≈  
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IG 1 2 3 4 5 6 7 8 9 10 
          

Financial-based indicators: (RQ 3, 4, and 5) 
- Which indicators can be used for the financial-based component?  
- Based on the prevailing definition of brand value as a premium, the price 

premium and volume premium could be used. To also do justice to the desired 
idea of the shareholder value approach, could costs and investments also be 
used as indicators?   

- Are there any reasons that oppose this?  
- Brand extension (RQ 6) 

    � � � � � � 
 

- What methods could, in your opinion, be used to obtain possible indicators for 
the financial-based component, the price premium and volume premium?   

- Is it possible to record the brand-related costs in the company? In a reasonable 
period of time and for a reasonable expense? 
     � � � � � 
          

Cause-related chain (Focus: RQ 4) 
To what extent is a cause-related basis and structure of the brand valuation model 
relevant and necessary in practice? 

     �  � � � 
          

- Which elements are components of the cause-related chain, particularly in terms 
of added value? (Cause-related added value chain).  

- Can the marketing mix  be the starting point?   
- Is consumer behaviour also a component of the cause-related added value chain?  
- To what extent does the consumer decision-making process need to be considered? 

        � � 
          

Consumer-based indicators (Focus: RQ 5) 
- Brand awareness: “the ability of the potential buyer to recognize and recall that 

a brand is a member of a certain product category”  
- Brand image: “perceptions about a brand as reflected by the brand associations 

held in consumer’s memory.”  
- Brand associations: “anything linked in memory to a brand”  
- Brand loyalty: “the attachment that a customer has to a brand”  or “a deeply 

held commitment to rebuy or repatronize a preferred product/service consistently 
in the future, thereby causing repetitive same-brand or same brand-set 
purchasing, despite situational influences and marketing efforts having the 
potential to cause switching behaviour”  

- Perceived quality: “the consumer’s [subjective] judgment about a product’s 
overall excellence or superiority”  

- Perceived benefit 
- Brand Trust: “as the confidence that one will find what is desired from another, 

rather that what is feared”  
- Perceived brand value for the cost: “as the customer’s overall assessment of the 

utility of the brand-based on perceptions of what is received (e.g., quality, satisfaction) 
and what is given (e.g., price and non-monetary costs) relative to other brands”  



Interview Guides  

 466 

IG 1 2 3 4 5 6 7 8 9 10 
          

- Brand popularity: “reflects the degree to which consumers feel the brand is 
popular with and used by others” 

- Brand uniqueness: “the degree to which customers feel the brand is different 
from competing brands – how distinct it is relative to competitors”  

- Retail based brand strength  
- Support  
- Brand sympathy  
- Brand familiarity : “as the degree to which consumers are familiar with the 

brand name, and brand popularity reflects the degree to which consumers feel the 
brand is popular with and used by others”  

- Organizational associations: “those beliefs held by the consumer that the company 
that markets the brand is honest, trustworthy, and cares about its customers“ 
       � � � 
          

Decision-making process (Focus: RQ 4) 
- To what extent does the consumer decision-making process need to be considered? 

         � 
 
 
Table: Metrics  (RQ 7) 
 

 very 
important 

not 
important 

Used  
metrics 

Top- 
MGMT 

Turnover/sales volume     
Market share     
Net profit     
Profitability     
Variable gross margin I     
Relative turnover growth     
Degree of distribution/availability     
Relative market share     
Brand awareness     
Customer satisfaction     
Brand expenditures     
Achieved price     
Benchmarks (Competitors)     
Consumer loyalty     
Image     
Price premium     
Perceived quality     
Repurchase     
Retailer satisfaction     
Buying intention     
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APPENDIX D: 

D Questionnaire of the case study 

 

Brand Awareness 
 
Question 1: [Spontaneous Brand Awareness] 
Please name all the mineral water brands that you know, even if you “only” know 
them by name. 
1  6  
2  7  
3  8  
4  9  
5  10  

 
 
Question 2: [Aided Brand Awareness + Sympathy] [Please present booklet 1 to the interviewee] 
In the next question, I would like to know from you which of the brands that I read 
out to you also know. I would also like to know whether you like the brands that you 
know. You can refer to the booklet which contains images of all the brands which I 
read out to you. 
 

 unknown well-known Sympathisch 
Gerolsteiner Next brand �  
Filippo Next brand �  
Frankenbrunnen Next brand �  
Ensinger Next brand �  
Evian Next brand �  
Hassia Next brand �  
Vittel Next brand �  
Krumbach Next brand �  
Aquarel Next brand �  
Wittmansthal Quelle Next brand �  
Teinacher Next brand �  
Volvic Next brand �  
Bonaqa Next brand �  
Rhönsprudel Next brand �  
Alwa Next brand �  
Apollinaris Next brand �  
Eiszeitquell Next brand �  
Basinus Next brand �  
Bad Dürrheimer Next brand �  

BrandA STOP 
SURVEY ! 

Continue with 
survey    � 
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Note: The interviewee received a booklet which contained an image of the respective 
brand product including the brand logo to support their decision about the sympathy 
they feel for the brand. This support was intended to reduce any uncertainty of the 
interviewee in their decision on sympathy. The following image shows the image of 
the “BrandA” brand as an example. 

BrandA

 
 

 
 
 
Brand usage 
 
Question 3: [Usage] 
Which brands do you use in your household? 

1 
 
 

4 
 

2 
 
 

5 
 

3 
 
 

6 
 

 
 
Price Premium 
 
Question 4: [Price Premium -  CLASSIC] 
I will now give you a booklet. This booklet contains images of highly carbonated 
mineral waters, often also called Classic. On page 1 there is a no-name mineral 
water bottle. Are you familiar with the term no-name? [Please get the interviewee to give a 
brief definition of what a no-name product is. If the definition given by the interviewee differs from 
our definition, please correct]  
 
Please name the maximum price which you would be prepared to pay for the no-
name product and the following brands. 

EUR  EUR  
 No-Name  B. Dürrheimer 
 Gerolsteiner  Eiszeitquell 
 Adelholzener  Aqua Römer 
 Frankenbrunnen  Wittmansthal 
 BrandA   Krumbach 
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Question 5: [Price Premium -  MEDIUM] 
I will now give you a further booklet. This booklet contains images of less 
carbonated mineral waters, often also called Medium. On page 1 there is again a 
no-name mineral water bottle. Please name the maximum price which you would 
be prepared to pay for the no-name product and the following brands. 
 

EUR  
 No-Name 
 Adelholzener 
 BrandA  
 Frankenbrunnen 

 
Question 6: [Price Premium -  NATURELL / STILL] 
I will now give you a further booklet. This booklet contains images of not 
carbonated mineral waters, often also called Naturell. On page 1 there is again a 
no-name mineral water bottle. Please name the maximum price which you would 
be prepared to pay for the no-name product and the following brands. 
 

EUR  EUR  
 No-Name  Volvic 
 BrandA   Vittel 
 Adelholzener  Krumbach 
 Frankenbrunnen  Evian 
 Gerolsteiner  Bonaqa 

 
 
Brand image 
 
Question 7: [Image & Associations] 
I would now like to know what your first association is and what your first thought 
is when I name various brands: 
 
BrandA  

 
 
 
Frankenbrunnen / Gerolsteiner / Volvic / Adelholzener 

 
 
 
Question 8: [brand personality] 
Everybody has his own character and personality. A brand can also have a 
personality. For instance, a brand can be modern or old-fashioned. I will now name 
various characteristics for a brand which you can allocate 1 point if you fully agree 
via 3 points for ‘I don't know’ and 5 for ‘I completely disagree’.   



Questionnaire of the case study  

 470 

Items B
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Items B
ra

nd
A

 

F
ra

nk
en

br
un

ne
n 

G
er

ol
st

ei
ne

r 

V
ol

vi
c 

beneficial     optimistic     
bright     original     
contemporary     problem-oriented     
cool      quiet     
credible     refreshing     
decent     regional     
down-to-earth      relevant for life     
family-oriented     reliable     
feminine     rural     
friendly     sparkling     
future-oriented     spirited     
healthy     tasty     
hearty     traditional     
honest     trustworthy     
humorous     understanding     
innovative     unique     
interesting     valuable     
manly     Vieltrinkend     
modern     young     
nature-loving          

 
To answer these questions, the interview partners have received a picture of the 
Likert scale in addition to the pictures of the bottles. 
 

Strongly 
disagree

Strongly 
agree

Agree Neither 
agree or 
disagree

Disagree

1 2 3 4 5

 
 
Perceived Quality: 
 
Question 9: [Perceived Quality] 
Regardless of the characteristics of a brand, one makes one's own experiences about 
the quality by using it. In our case with mineral water, these experiences are for 
example the taste, the packaging, the assortment, how easy it is to obtain, to name 
but a few of the experiences which every single one of us can make with the mineral 
water. I would now like to know from you whether you have had any experiences 
with the brand that I am about to name and if so, what were they. The brand that I am 
about to name was chosen at random for the purpose of this questionnaire.  
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BrandA:  
No______, (go to question 10 and the brand Frankenbrunnen) 
 
Yes, my experiences were… 

 
 
 
 
Question 10: [Perceived Quality - Bewertung] 
If you had to give the brand school grades as to the extent that the quality of the 
brand you perceived tallied with your expectations of the quality of the brand, what 
grade would you give the brand? 
You can now rate the quality experiences which you have had with the “BrandA” 
brand with school grades. 1 stands for very good, 5 for inadequate.   

 
Grade:________.  

 
Please do the same for the brands: 
Frankenbrunnen:  Grade:________ No experience:_________ 
Adelholzener: Grade:________ No experience:_________ 
Gerolsteiner:  Grade:________ No experience:_________ 
Volvic:  Grade:________ No experience:_________ 
 
 
Brand satisfaction 
 
Question 11: [Brand satisfaction] 
Only get the participants to answer this if they did NOT answer question 9 with no.  
 
How would you rate your overall satisfaction with the above mentioned brand, in 
your case the brand A? and why?   

 
 
 
Question 12: [Brand satisfaction] 
If you had to rate your satisfaction with school grades, what grade would you give 
the following brands: 1 stands for very good, 5 for inadequate. 
 
“BrandA”     Grade:________ 
Frankenbrunnen:  Grade:________ No experience:_________ 
Adelholzener:   Grade:________ No experience:_________ 
Gerolsteiner:   Grade:________ No experience:_________ 
Volvic:   Grade:________ No experience:_________ 
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Brand loyalty 
 
Question 13: [Purchase frequency] 
Which brands did you buy regularly in the past 8 weeks?   

 
 
 
Question 14: [Brand loyalty] 
For which of the brands which I will now read out to you, would you say you are a 
loyal customer: 
 

 yes no  yes no 
Alwa   Evian   
Apollinaris   Frankenbrunnen   
Aquarell   Gerolsteiner   
Bonaqa   Hassia   
BrandA   Vittel   
Ensinger   Volvic   

 
 
Statistic 
 
Question 15: [Statistic] 
Many thanks for your help. Finally, I need some personal information for statistical 
purposes. This information will be treated anonymously. As a thank-you, you receive 
a crate of mineral water.  
 

 Male  Living in a relationship 
 Female  Living not in a relationship (single) 
    
 Age  Amount of Children in household 

 
As a thank-you, you receive a crate of mineral water.  
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APPENDIX E: 

E Results of price premium test survey (jam and toothpaste) 
 

Table 106, Table 107 and Table 108 show the results of the product group Jam,  and Table 

109, Table 110 and Table 111 show the results of the product group Tooth paste. 

Table 106: Willingness-to-pay: jam, branded product 

Jam  Selling price: 1.59 Euro 
Brand   Range 
  Mean highest Price  lowest Price 
 
Group 1     1.92 €              2.80 €              1.20 €  
Group 2     1.94 €              3.00 €              1.00 €  
Group 3     1.92 €              2.50 €              1.39 €  
Mean of all groups     1.93 €     
    
Maximum     1.94 €              3.00 €              1.39 €  
Minimum     1.92 €              2.50 €              1.00 €  
Difference €     0.02 €              0.50 €              0.39 €  

Difference % 1.28%   
 

Table 107: Willingness-to-pay: jam, generic (unbranded) product (No Name) 

No Name   Range 
  Mean highest Price  lowest Price 
 
Group 1     1.33 €              2.20 €              0.69 €  
Group 2     1.32 €              2.50 €              0.80 €  
Group 3     1.34 €              1.80 €              0.79 €  
Mean of all groups     1.33 €     
    
Maximum     1.34 €              2.50 €              0.80 €  
Minimum     1.32 €              1.80 €              0.69 €  
Difference €     0.02 €              0.70 €              0.11 €  

Difference % 1.86%   
 
 

Table 108: Results of price premium test survey – price premium: jam 

Price premium – Jam      
  Mean (Brand) Mean (No Name) Price premium  
Group 1 1.92 € 1.33 € 0.59 € 1.10% 
Group 2 1.94 € 1.32 € 0.63 € 6.78% 
Group 3 1.92 € 1.34 € 0.58 €  
All groups 1.93 € 1.33 € 0.60 €  
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Table 109: Willingness-to-pay: tooth paste, branded product 
 

Tooth paste  Selling price: 1.75 Euro 
Brand   Range 
  Mean highest Price  lowest Price 
 
Group 1     2.06 €              3.50 €              0.99 €  
Group 2     2.00 €              3.00 €              1.00 €  
Group 3     1.99 €              2.99 €              1.49 €  
Mean of all groups     2.02 €     
    
Maximum     2.06 €              3.50 €              1.49 €  
Minimum     1.99 €              2.99 €              0.99 €  
Difference €     0.07 €              0.51 €              0.50 €  

Difference % 3.31%   
 
 

Table 110: Willingness-to-pay: tooth paste, generic (unbranded) product (No Name) 

No Name   Range 
  Mean highest Price  lowest Price 
 
Group 1     1.06 €              2.00 €              0.59 €  
Group 2     1.04 €              2.00 €              0.50 €  
Group 3     1.02 €              1.50 €              0.70 €  
Mean of all groups     1.04 €     
    
Maximum     1.06 €              2.00 €              0.70 €  
Minimum     1.02 €              1.50 €              0.50 €  
Difference €     0.05 €              0.50 €              0.20 €  

Difference % 4.58%   
 
 

Table 111: Results of price premium test survey – price premium: tooth paste 

Price premium - Tooth paste      
  Mean (Brand) Mean (No Name) Price premium  
Group 1 2.06 € 1.06 € 1.00 € 3.01% 
Group 2 2.00 € 1.04 € 0.97 €  
Group 3 1.99 € 1.02 € 0.98 € 1.07% 
All groups 2.02 € 1.04 € 0.98 €  
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APPENDIX F: 

F Brand-related costs of the marketing mix 
As the following investigation is dependent on the brand, it is not possible to clearly 

allocate all types of expenditures to brand-related or product-related costs and expenditures.  

 

Brand-related costs and expenditures resulting from the product-mix policy activities 

Product characteristics make it possible to distinguish the own brand from competitive 

brands and provide the consumer of the target group with additional benefits. Additional 

benefit or intangible benefit is only generated by characteristics which the consumer 

desires and which are relevant to the purchase decision. Hence, expenditures caused by 

those distinctive product characteristics desired by the customer can be allocated to 

brand-related expenditures if the product characteristics contribute to us help 

brand differentiation.  The assessment whether a product characteristic contributes 

to brand differentiation can be carried out by experts or positioning studies. To be able to 

identify brand-related expenditures, it is necessary to carry out a customer survey to analyse 

the product characteristics which are of relevance for the purchase decision using e.g. a 

conjoint analysis. If, for example, a brand is characterised by its innovativeness, the 

expenditures for this are classified as brand-related. Brand-related expenditures for the design 

of product characteristics are presumably mainly caused by production.  

 

Quality-related features, costs and expenditures 

For many brands, quality-related features are distinctive features that differentiate them 

from competitive brands or unbranded products. In the characteristic-oriented approach for 

determining the nature of brands, quality is a guarantee by the brand manufacturer that the 

branded product performs better then the unbranded product (Mellerowicz, 1963). However, 

expenditures caused by the quality level have to be also examined for the degree of 

brand-related expenditures. Generally speaking, only those expenditures on quality which 

change the perception of the consumer and are held in esteem by him are relevant. However, 

there are also some exceptions. The expenditures that have to be considered here are 

those arising from the achievement of internal quality standards, which are objectively 

measurable, recorded in the quality cost accounting, and classified as variance and 

conformity costs (Baum et al., 1999). The quality cost accounting can provide relevant 
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information on the determination of brand-related expenditures caused by brand quality 

(Wildemann, 1995). However, it is not always possible to clearly demarcate quality costs 

as they vary from one company to another (Ehrmann, 2004; Weidner, 1992). It is still 

more difficult to subdivide the separated quality costs into brand-related costs and costs 

which lead to an outflow of cash. However, for the consumer not internal quality is 

important, but the product quality he perceives (Baum et al., 1999). His willingness-to-pay a 

price premium for the brand is only higher if he appreciates the additional benefit 

resulting from the higher brand quality (Keller, 2003). As customers perceive quality in 

different ways, one can conclude that the perception of the brand quality and thus also the 

resulting expenditures need to be examined individually by each company (Ehrmann, 2004).  

Actions influencing the perceived brand quality can be further divided into activities which 

have an impact on the product, service, and aesthetic quality (e.g. design, form, colour). 

Expenditures arising from the improvement in product quality include also expenditures 

caused by the quality of physical-technical features, the quality of the workmanship (e.g. 

durability, packaging) and the functional quality (Müller, 1986). These expenditures 

have to be examined for the degree of base value and additional value resulting from 

quality. Expenditures caused by the brand development are only brand-related, if they can be 

perceived by the consumer (Spelsberg, 1989).  

 

Brand-related expenditures resulting from the price-mix policy measures 

The price-mix policy is an exception in the marketing mix because it has only a marginal 

impact on brand-related cash payments (discounts, rebates, etc.) although the amount 

and constancy of the product price positively affect the presumed quality and image 

of the product. The reason for this is the fact that the costs caused by the price policy 

of a brand differ only slightly from those of an unbranded product (Link et al., 2000). 

 

Brand-related expenditures resulting from the distribution policy 

A distribution-mix policy comprises all those activities which are needed to make the 

product or brand available to the consumer. These include the choice of sales channels, the 

sales organization, and the sales logistics (Becker, 1998). As the choice of the sales channels 

can influence the consumers’ perception of a brand and thus their associations with the product 

(Keller, 2003), the distribution-mix policy can cause brand-related expenditures. 
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However, only those expenditures, which contribute to brand differentiation and are held 

in esteem by the consumer qualify as brand-related expenditures. If the strength of a 

brand is considered to be fast and punctual delivery (e.g. fast mail order), time costs can also be 

classified as brand-related expenditures (Fischer, 2000). Consumer surveys are an appropriate 

tool for deciding whether the characteristics of a brand stemming from distribution policy 

measures are relevant to the purchase decision and contribute to brand differentiation. 

 

Brand-related expenditures resulting from the communication-mix policy 

The task of a communication policy is to keep in touch with the target groups (consumers) 

and other stakeholders of the company (e.g. sales representatives, retailers, public relations) 

in order to communicate the benefits of the own products and brands. Furthermore, the 

communication policy of an organisation aims at highlighting the brand image and 

the distinctive product features to influence the subjective perception of the consumers 

(Fischer, 2000). Special advertising activities support brand differentiation, brand 

positioning and brand image for providing an additional benefit for the consumers. 

The brand personality conveyed by advertising is based on distinctive features and 

intangible benefits rather than on the advantages of the underlying generic product. 

In general, advertising expenses can be classified as brand–related because the 

generic product is generally not advertised in the form of a stand-alone basis. 

 

In contrast, sales promotion activities concentrate more on the product by providing 

short-term purchase incentives (e.g. distribution of samples) and are therefore not brand-related 

expenditures. Furthermore, sales promotion measures can have a negative influence on the 

brand, if for example, special price campaigns cause an adverse effect on the willingness-to-

pay. Public relations aim at profiling the company as a whole and, in contrast to advertising 

and sales promotion activities, do not address certain target groups, but all stakeholders of a 

company (Becker, 1998). Due to the general profiling of the company, it does not make 

sense to categorize the expenditures arising from public relations work into product-

related and brand-related expenditures. It is better to allocate all expenditures caused by public 

relations work to brand-related expenditures as a positive company image can also impact 

the brand image. This applies to umbrella brands and combinations of umbrella and 

individual brands, which communicate both the company name and the brand name.   
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APPENDIX G: 

G Consumer-based output-metrics 

G.1 Brand awareness 

Brand awareness as a metric can be understand as “the percentage of potential 

customers or consumers who recognize – or name – a given brand” (Farris, 2007: 

35). A typical question to gain this information would be: “Do you know the brand X?”  
 
 
 
 
 
 

Brand awareness [%] = 
(recognition) 

Amount of consumers interviewed who know the brand 
Amount of total sample size 

 

 

 

 

However, the information about the brand awareness can often need more details. 

Aaker (1991, 1996) has already shown that brand awareness can be categorised into 

different stages and degrees of intensity, namely recognition, recall and top-of-

mind (see also Section 2.2.3.4). With each “higher” level assigned by the consumer 

the brand gets more important and familiar for the consumer.  

 

As the brand recall relates to the consumers’ ability to retrieve the brand when the product 

category is given, brand recall is based on unaided recall, which is a substantially more 

difficult task than recognition (Davis, 2007). A typical question to gain this information 

would be: “What brand enters your mind when you think of product group x? (i.e. airlines)” 

Recall [%] = 
Amount of consumers interviewed who know the brand based on unaided recall 

Amount of total sample size 
 

The next level is the top-of-mind awareness. Brands that enter a consumer’s mind first as 

response to an unprompted (unaided) question about a category or product group belong to 

this level. As a metric, the top of mind can be measured as a percentage of consumers for 

whom a specific brand is the first-named brand. The top of mind is based on the 

results of the question of the recall (Davis, 2007).  

Top of mind [%] = 
Amount of consumers interviewed where the brand  
is the first-named brand based on unaided recall 

Amount of total sample size 
 

Basis for making metrics comparisons (benchmarking): For the brand awareness, 

there are interesting bases for making comparisons. Examples are the comparison 

with other competitive brands over the same period or the comparison of the changes  
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in the own brand over various periods.  

G.2 Brand image and associations 

The image and brand associations resulting from the brand communication and the 

positioning of the brand strongly influence the strategic procedure of the brand 

managers. Measures of brand image und brand associations concern the consumer 

response to a brand or product. Thus, there are two solutions which can be better 

considered. The first solution is a ranking based on the percentage of each item (group) 

which consumers who know the brand give as answer. The second solution is a rating 

(i.e. a Likert Scale between 1 - 5) assigned by the consumers interviewed who know 

the brand (Farris, 2007, 35). The rating can be based on a list of items of brand attributes 

(see an example in the Appendix D on page 467).  

 

Basis for making metrics comparisons (benchmarking): 

The results can be illustrated graphically by means of different versions, which 

facilitate the interpretation of the results, particularly the results of the comparisons 

with competitive brands or the comparisons of the developments of the own brands 

over various planning periods. 

 

Figure 68: Examples of display brand image of the brand and for benchmarking 

Item 1

1 2 3 4 5

Item 2 Item 3

Item 4

Item 5Item 6    
1 2 3 4 5

Item 5

Item 4

Item 3

Item 2

Item 1

Item n

 
 

G.3 Brand sympathy 

Brand sympathy as a metric can be understood as the percentage of customers or 

consumers who know the brand and like the brand. A typical question to gain this 

information would be: “Do you like the brand X?” 
 
 
 
 
 
 

Brand sympathy [%] = 
Amount of consumers interviewed who like the brand 



Consumer-based output-metrics  

 480 

Amount of total sample size 
 
Basis for making metrics comparisons (benchmarking): For brand sympathy, 

examples of interesting bases for making comparisons are comparisons with competitive 

brands over the same period or comparisons of the own brand over various periods.  

 

G.4 Perceived quality and benefit 

Perceived quality and benefit as a metric can be understood as a consumer rating on a scale 

of 1 – 5 (i.e. similar to German school marks with 1 = very good and 5 = poor) of a given 

brand’s product. This is also possible in comparison with other (competitive) brands (Farris, 

2007). A typical question to gain this information would be: “Which mark would you give 

for the quality (or benefit) that you have perceived in connection with brand X?” In this 

context, it is important that the consumer has already gathered experience with the quality 

of the brand, i.e. he has already used the brand. For marketing and the brand management, 

it is interesting to get information about the reason for the prevailing valuation of the 

perceived quality and benefit. Here both negative and positive aspects can be a basis for 

further brand strategies. The result of this qualitative information can in turn be used as a 

ranking based on the percentage of each item (group) which consumers who used the 

brand give as answer. Basis for making metrics comparisons (benchmarking): The 

results can be graphically illustrated by means of different versions to facilitate the 

interpretation. For perceived quality and benefit, interesting bases for making 

comparisons are, for example, the comparison with other competitive brands over the 

same period or comparisons of the own brand over various periods. 

 

G.5 Satisfaction 

Brand satisfaction as a metric can be understood as the percentage of customers or 

consumers who use the brand and are satisfied with the brand or product. A typical 

question to gain this information would be: “Are you satisfied with the products of brand X?” 

 
 
 
 
 
 

Brand satisfaction [%] = 

Amount of consumers interviewed who  
are satisfied the brand and the products 

Amount of total sample size 
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As an alternative, customer satisfaction with the brand and its products can be 

measured on a scale of 1 – 5 similar to the measurement of perceived quality and 

benefit. Hence, this alternative also comprises the degree of customer satisfaction 

and is therefore of great interest to the strategic marketing planning. A typical 

question to gain this information would be: “If you would evaluate your satisfaction 

with the brand X, which mark would you give the brand X?” Important is that the 

consumer has already gained experiences with the quality of the brand, i.e. the 

consumer has already used the brand. Additionally, if managers need information 

about the reasons for the dissatisfaction of consumers, they can survey these consumers 

and ask about the reasons. These results can then be analysed by means of a ranking. 

 

Basis for making metrics comparisons: 

The results can be visualised by various versions that facilitate the interpretation. For 

brand satisfaction, interesting bases for making comparisons are, for example, the 

comparison with other competitive brands over the same period or comparisons of 

the own brand over various periods.  

 

G.6 Brand Loyalty 

As already discussed in the previous Sections 4.2.4.3 and 5.5.2.1.4, marketing and accounting 

have different demands on brand loyalty. To meet these requirements by the managers, the 

author of this thesis follows the suggestions made by Gremler and Brown (1996). These 

researchers describe and measure brand loyalty at three different levels of loyalty.   

Level 1 of brand loyalty: Consumer behaviour on the marketplace – repeat purchases 

According to Gremler and Brown (1996) consumer behaviour results in repeat purchases. 

A typical question to gain this information would be: “Have you purchased the brand X 

several times over the last six weeks?” The period mentioned in the question is dependent 

on the brand and its typical purchase cycle. The formula to calculate the repeat purchases 

[%] is as follows: 

 

 
 
 
 
 
 

Repeat purchases [%] = 

Amount of consumers interviewed who  
bought the brand several-times in a specific period  

Amount of total sample size 
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Level 2 of brand loyalty:  

Attitudinal loyalty – Consumers preferences and attitudes toward the brand 

At the level of attitudinal loyalty, consumer preferences and particularly attitudes are 

measured, i.e. the degree of the consumers’ positive emotional connection or devotion to 

the brand is determined. In this connection, various priorities can be established. Examples 

can be the relevance of the brand to the consumer or his belief in the brand. To consider 

both the marketing and accounting perspective with regard to the results, the question 

should be not too complex so that the consumer can easily answer it. Therefore, the 

consumer must be asked directly for his personal attitudes toward the brand and his 

loyalty. The consumer should answer with “yes“ or “no“ and the question should also be 

independent of the number of repeat purchases as the overall attitude of the consumer is 

important here. A typical question to gain this information would be: “Are you loyal to the 

brand X” The formula to calculate the attitudinal loyalty [%] is as follows: 

 
 
 
 
 
 
 

 
Attitudinal loyalty [%] =  

Amount of consumers interviewed who estimate  
themselves as loyal consumer regarding the brand 

Amount of total sample size 
 
 
 

Level 3 of brand loyalty: Cognitive loyalty – top-of-mind 

According to Gremler and Brown (1996), cognitive loyalty measures the loyalty to 

the brand that comes up first in a consumers’ mind and, hence, is the consumers’ first 

choice in connection with his purchase decision. As the top-of-mind measures the 

brand the consumers recall first, cognitive loyalty represents a good measure. Further 

detail and the formula to calculate the top-of-mind was described in Section G.1.  

Basis for making metrics comparisons: 

For brand loyalty, interesting bases for making comparisons are, for example, the 

comparison with other competitive brands over the same period or comparisons of 

the own brand over various periods.  
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H 17 factors for identifying transfer markets  
 

 
1. How close is the fit between main brand and extension? (Source of information 

to answer the question: brand image analyses, panel data, special journals for the 
group of goods) 

2. How high is the quality, brand awareness and strength of the main brand? (Brand 
image analyses, panel data) 

3. Have extensions been introduced in the interim? (Internal company statistics)  
4. What was the sequence (ordered vs. unordered) and positioning direction of the 

extensions in the interim? (Internal company statistics, brand image analyses) 
5. How high is the variance of the perceived quality of products associated with the 

main brand? (Brand image analyses) 
6. How close is the fit between all the products associated with the main brand? (Brand 

image analyses, panel data, special journals for the group of goods) 
7. How wide is the production range of the main brand? (Internal company 

statistics) 
8. Is the name given to the extension to be associated with or identical to the name 

of the main brand? (Brand image analyses) 
9. How high are the perceived quality differences in the product category of the extension? 

(Brand image analyses) 
10. Does the product category of the extension consist of experience goods or search 

goods? (brand image analysis, special journals for the group of products) 
11. How high is the level of knowledge in the product category of the extension? 

(Brand image analyses, panel data, special journals for the group of goods) 
12. How high is the perceived difficulty to produce a product in the extension's 

product category? (Subjective estimates) 
13. How high is the involvement with the extension? (subjective estimates) 
14. How relevant are transferred associations? (Brand image analyses) 
15. What type of associations (specific characteristics vs. quality statements or image 

statements) will be transferred from the main brand? (Brand image analyses) 
16. To what extent is the concept of the main brand image based? (Brand image 

analyses) 
17. How closely is the benefit appraisal of the main brand connected with the product 

features of the product category of the main brand? (Brand image analyses, 
special journals for the group of goods) 

 
Source: Sattler (1997: 286) 
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I  Sensitivity analysis (overview) 
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APPENDIX J: 

J Brand equity definitions 
 

Table 112: Synopsis of selected brand valuation definitions 

Author Definitions of Brand Equity 

Shocker and 
Weitz (1988) 

From a firm’s perspective (emphasizing asset management), 
brand equity is incremental cash flow resulting from the product 
with the brand name versus that which would result without the 
brand name. Sources of this incremental cash flow are: (1) 
increased market share, (2) premium pricing, and (3) reduced 
promotional expense. 
From the consumer’s perspective (emphasizing market 
management, brand equity is (1) a utility not explained by 
measured attributes (via conjoint measurement or rating scales), 
(2) loyalty (which provides a barrier to competitive entry and 
sustainable advantage for the firm, and (3) a differentiated, clear 
image that goes beyond simple product preference.  

Leuthesser (1988) 

“the set of associations and behaviour on the part of a brand's 
customers, channel members and parent corporation that 
permits the brand to earn greater volume or greater margins 
than it could without the brand name.” 

Farquhar (1989) 
“We define brand equity as the added value with which a given 
brand endows a product.” 

Penrose (1989) 

“We define the value of a brand as encompassing the particular 
values attributable to the trade mark, logo, packaging and get-
up; and to the recipe, formulation or raw material mix. In other 
words brand value embraces all the proprietary intellectual 
property rights encompassed bay the brand.” 

Aaker  
(1991, 1996) 

“Brand Equity is a set of assets (and liabilities) linked to a 
brand’s name and symbol that adds to (or subtracts from) the 
value provided by a product or service to a firm and/or that 
firm’s customers. The major asset categories are: (1) Brand 
name awareness, (2) Brand loyalty, (3) Perceives quality, (4) 
Brand associations.” 

Srivastava and 
Shocker (1991) 

“The concept of BE subsumes two multi-dimensional constructs 
– brand strength, which is the basis for brand value. Brand 
strength may be defined as the set of associations and 
behaviours on the part of a brand’s customers, channel 
members, and parent corporation that permits the brand to enjoy 
sustainable and differentiated competitive advantages. (…) 
Brand value is the financial outcome of management’s ability to 
leverage brand strength via tactical and strategic actions in 
providing superior current and future profits and lowered risks. 
As such, it depends on the ‘fit’ of the brand with the firm’s 
objectives, resources (…), and competitive market conditions.” 



Brand equity definitions  

 486 

Keller (2003) 
Customer-based brand equity is defined “as the differential 
effect of brand knowledge on consumer response to the 
marketing of the brand.” 

Simon and  
Sullivan (1993) 

“We define brand equity as the incremental cash flows which 
accrue to branded products over and above the cash flows which 
would result from the sale of unbranded products.” 

Holbrook (1992) 

Brand equity is "the financial impact associated with an increase 
in a product's value accounted for by its brand name above and 
beyond the level justified by its quality (as determined by its 
configuration of brand attributes, product features, or physical 
characteristics)" 

Yoo et al.  
(2000) 

“We define brand equity as the difference in consumer choice 
between the focal branded product and an unbranded product 
given the same level of product features.” 

Park and 
Srinivasan  
(1994) 

“From the individual perspective, brand equity is the 
incremental preference endowed by the brand to the product as 
perceived by an individual consumer. … as he component of 
overall preference not explained by objectively measured 
attributes.” 

Feldwick (1996) 

“... the expression brand equity, which seems to be used in three 
quite distinct senses (…). There are: 
a = the total value of a brand as a separable asset – when it is 
sold, or included on a balance sheet (brand value) 
b = a measure of the strength of consumers’ attachment to a 
brand (brand strength) 
c = a description of the associations and beliefs the consumer 
has about the brand. (brand description)” 

Bekmeier-
Feuerhahn (1998)  

“The consumer-oriented brand equity is defined as brand 
strength. (...) Brand strength describes a driving power, which 
results from the subjective valuation of the branding.” 

Erichson and 
Maretzki (1999) 

“Brand equity is the incremental profit/ cash flow of a branded 
product compared to an otherwise equal unbranded product. In 
non-monetary terms we speak of brand strength. Brand equity or 
brand strength results from the utility that consumers attribute to 
that brand. This utility influences whole of associations (his 
knowledge and emotions) he combines with a brand.” 

Pappu et al. 
(2005) 

“…the value consumers associate with a brand, as reflected in 
the dimensions of brand awareness, brand associations, 
perceived quality and brand loyalty” 

 



Commercial brand valuation models based on the income approaches 

 487 

APPENDIX K:  

K  Commercial brand valuation models based on the income approaches 
 

Table 113: Commercial brand valuation models based on the income approaches 

Model Provider Applicable to 
BBDO BEES BBDO Average pre-tax 

earning 
BBDO BEE BBDO Present value of after-tax 

cash flow 
BBDO BEVA BBDO/Ernst&Young Royalty Relief* 
Brandient Demand Driver Analysis Brandient Earnings 
Brandient Royalty Relief Brandient Royalty Relief* 
Brand Balance Sheet The Nielsen Company Demand drivers 

analysis 
Brand Economics Brand Economics Annual sales 
Brand Finance Royalty Relief Brand Finance Royalty Relief* 
Brand Finance Earnings Split Brand Finance EVA 
BrandMetrics BrandMetrics NOPLAT 
Brand Performancer The Nielsen Company Potential market 

earnings 
Brand Rating Brand Rating Price Premium 
Consor Valmatrix® Consor Excess Margin 
Consor BEVQ

TM Consor Core brand value + 
other value brand 
related assets 

Consor VALCALC ® Consor Cash flow excess above 
their return on the TA 

FutureBrand FutureBrand EVA or Free cash flow 
Intangible Business AbsoluteBRAND Royalty Relief* 
Interbrand Mutiples Interbrand Comparison with 

theoretical earnings of 
the equivalent generic 
product (based on P/E) 

Interbrand “DCF” Interbrand EVA 
Millward Brown Optimor (based on 
BrandZTM) 

Millward Brown 
Optimor 

Multipiers based on 
proprietary research 
data 

Prophet Influence Model Prophet Cash flow 
Semion Semion Brand Broker  Average pre-tax 

earnings of the last 
three years 

Trout & Partners model Trout & Partners Price Premium 
* = based on net revenue from forecasted sales, analysed on the base of comparables 
in the sector and demand driver analysis 


