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The first section of this paper outlines
the approach to brand valuation and
management developed by
BrandEconomics. It explains the 
reasons for selecting the BrandAsset®
Valuator (BAV) database and method-
ology as the basis for measuring the
consumer franchise of brands, and the
EVA® (Economic Value Added)
methodology for analyzing financial
performance.

The second section gives an overview
of the BAV approach and its identifi-
cation of the leading and lagging
indicators of brand health. It then
documents how BrandEconomics
correlated key parameters of brand
health with the financial performance
of a large sample of “monobrand”
companies to deliver insights into the
importance of brand as a determinant
of financial performance.

The third section of the paper 
discusses the key findings of this
analysis and quantifies the value
impact of changes in key brand metrics.

The final section of the paper uses a
number of case studies to illustrate
the application of this approach to
deliver superior brand management.
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Overview



Brands can be among the most
important assets that a company
owns. For most companies today, the
value of intangible assets far exceeds
invested capital, and in some indus-
tries the most important intangible
clearly is brand.Yet up to now success
in developing a rigorous basis for the
valuation and management of brands
has proved elusive.

One result is that regulators and
accountants in most countries have
resisted allowing companies to show
brands on the balance sheet.Their
argument is that valuation difficulties
and concerns over the separability of
brands from the other assets of the
business make the reporting of these
assets unreliable. Brands are not alone
in this.A number of other forms of
intangible assets, such as patents, fail
to meet the requirements necessary
to allow their inclusion on the balance
sheet (generally because there is no
reliable, objective way of valuing
these assets and no liquid market for
trading them).

Irrespective of the accounting treat-
ment, there is widespread recognition
of the important role that brands play
in the economic performance of
companies.The last ten years have
witnessed a dramatic divergence
between the net asset value of the
companies in the Standard & Poor’s
500 and their market capitalization.
The aggregate market-to-book ratio
increased from an annual average of
around 3 at the beginning of the
1990s to a peak of 6.6 in 1999 and
2000, and still was nearly 5 after the
2000-2001 bear market.

Two factors are acknowledged to be
driving the importance of intangibles.
The first is the transition to the
“knowledge economy,” in which
innovation and human capital rather
than physical assets are the key
sources of value added (e.g., industries
such as pharmaceuticals and software).
The second is the existence of pro-
ductive overcapacity in almost every
industry.An environment in which
there is abundant supply puts a
premium on companies with the
ability to conceive and deliver their
products and services in ways that
create consumer preference.This is
the role of brands.

A brand’s value derives from its ability
to augment an underlying product or
service in a way that creates a perceived
relationship with the consumer.This
emotional augmentation de-commodi-
tizes the underlying product or service
and provides the basis for a sustainable
price premium and the focus for
ongoing consumer loyalty.
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Intangible assets are inherently difficult
to isolate and measure. No reliable
formulas can be derived from financial
accounting to measure a brand’s
“return” or, when cared for poorly,
measure the impairment of future
performance.

But a brand’s intangibility is also what
makes it so valuable. Unlike tangible
assets, there is no natural limit to the
utilization of a brand. Brands can
scale rapidly as they build penetration,
increase their economic footprint
through extensions across categories,
and exploit opportunities for licensing,
partnerships and alliances. Brands rep-
resent the permission—and the vehi-
cle—for a company to do business.

Given this important role, it is under-
standable why the topic of brand
valuation has become so prominent.
However, brand owners and industry
commentators regularly voice two
serious reservations concerning brand
valuation techniques. First, many
approaches produce values that vary
tremendously from period to period,
often heavily influenced by near-term
changes in investor perceptions as
reflected in stock prices.This volatility
in estimated brand value often runs
counter to a brand’s consistently strong
consumer franchise and sustained
market position, causing managers to
question the credibility of the valuations.

Second, many brand valuation tech-
niques rely on subjective assessments
of a brand’s strength and durability, or
about its role in driving business
performance, producing values that
are not transparently linked to business
variables that managers can influence.
These opinion-driven valuations offer
little, if any, guidance on how a com-
pany should manage a brand for
enhanced value going forward, apart
from general admonitions to “do
better” or “support” a brand more.

Addressing these two reservations
requires an approach to brand meas-
urement and valuation that is intrinsic
in nature. By intrinsic we mean one
whose goal is to estimate the economic
premium that a strong brand is able
to sustain (as opposed to simply
attempting to explain the intangible
portion of a company’s market
capitalization).The valuation
approach must also be transparent in
its linkage of the metrics of brand
health to economic performance.

An intrinsic approach to valuation
requires two inputs. First is a consis-
tent, objective base of information
about the health of a brand over
time; second is a rigorous economic
framework for estimating the type of
return that a brand of a given
strength can generate in different
industry sectors.
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BrandEconomics reviewed the range
of brand databases maintained by
leading market research and commu-
nications firms to identify the one
most appropriate to serve as the basis
for a rigorous valuation model.We
selected Young & Rubicam’s
BrandAsset® Valuator for three prin-
cipal reasons. First, it is exhaustive in
size and scope, covering nearly
20,000 brands across 40 countries.
Second, it is consistent, using essen-
tially the same questionnaire across
more than 140 individual studies
performed since 1993.Third, it eval-
uates brands in the context of the
total universe of brands, not by cate-
gories, and so provides the most
comparable measures of brand health
across a wide range of industry sectors.

The second requirement was a con-
sistent, objective basis for measuring
the economic performance of com-
panies. Economic Value Added
(EVA®) was a natural choice. EVA is
widely recognized as a superior
technique for measuring and manag-
ing economic value creation. Equally
important, it provides a clear, consistent
and reliable way to directly compare
the performances of companies in
radically different industries.

Combining the BAV and EVA
methodologies creates an approach
that is equally grounded in the con-
sumer and economic understanding
of brands. It captures the relative
importance of the brand’s contribution
to generating returns and is explicit
in its identification of the brand
health metrics that are the drivers of
value creation in different industry
sectors.This robust linkage of brand
health to wealth creation provides the
basis for superior brand management.

Our approach integrates three core
disciplines - brand health, financial
performance and sector economic
analysis. BAV allows us to identify the
basis of brand advantage across different
markets and categories. EVA enables
us to identify the sources of superior
financial performance at a company
and industry level.Together these
disciplines support the development
of the brand strategies most likely to
deliver market and financial success,
and provide insight into the likely
outcomes of key brand decisions.

The BrandEconomics approach is
uniquely objective, drawing its inputs
from the world’s deepest and most
authoritative database and from a
quantitative approach to industry and
company economics.This reliance on
data from sources external to an organ-
ization is often critical to ensuring its
acceptability within the organization.
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As mentioned above, BrandAsset®
Valuator differs from other brand
studies in the three important dimen-
sions of degree of coverage, consistency
of methodology, and universality of
perspective. In addition, BAV is deeper
than most other brand studies as it
analyzes brands on a common set of
56 attributes.These attributes provide
the basis for a detailed understanding
of each brand and of the imagery
dynamics of individual product and
service categories.

Young & Rubicam’s extensive analysis
of the BAV data demonstrates that
brands build in a very specific pro-
gression along four consumer dimen-
sions.These four measures are consis-
tently linked to a brand’s ability to
deliver growing revenue streams at
premium margins, and ultimately
produce economic value for its
owner—no matter the category, no
matter the country, no matter the age
of the brand. Combined, these four
dimensions characterize a brand’s
position as an asset capable of creating
wealth.

The four dimensions, known collec-
tively as the pillars of brand health, are
as follows (a more detailed description
is contained in the Appendix):

Differentiation captures the perceived
distinctiveness of the brand and thus
the basis for consumer choice. It
measures the uniqueness of the
brand’s promise to consumers and so
is a strong indicator of a brand’s ability
to command a premium price.

Relevance captures the perceived use-
fulness of the brand and its ability to
meet consumers’ needs. It therefore
provides an indicator for a brand’s
market penetration. Relevance is
closely related to the 4Ps of marketing.

Esteem captures the extent to which
the brand commands the respect and
regard of consumers. It is based on
the perception of the brand fulfilling
its promise. Quality and popularity
are strongly correlated with this
measure.

Knowledge captures the depth of
consumers’ understanding and expe-
rience of the brand.
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The BAV model documents the
evolving relationship that a brand has
with consumers.The relationship
begins with Differentiation; something
catches a person’s eye that makes
them think,“This is worth investigat-
ing further.”They decide whether it
is appropriate (has Relevance) to
their life.A brand’s reputation for
quality, popularity and successfully
delivering on its implicit and explicit
promises feeds Esteem. Finally, there’s
the Knowledge that ultimately comes
from the intimacy of using a brand
enough to understand it well.

Plotting a brand’s performance on
these four dimensions generates a
“pillar pattern” that provides a power-
ful diagnostic of the stage of develop-
ment of a brand. Specifically, the relative
magnitudes of the four dimensions
give an accurate portrait of a brand’s
health—its intrinsic value, its capacity
to carry a premium price and its ability
to fend off competitors.

The height of a pillar is a brand’s
percentile rank among all brands in
its country.

A significant benefit of the BAV
approach is its identification of leading
and lagging measures of brand health.
Differentiation and Relevance act as
leading indicators of brand health
while Esteem and Knowledge are
lagging indicators.

This observation allows us to com-
bine Differentiation and Relevance to
form a composite figure for Brand
Strength, and to combine Esteem and
Knowledge to form a composite fig-
ure for Brand Stature. Having tracked
the composite measures of Brand
Strength and Brand Stature—measured
in percentile rank among all BAV
brands—over time,Young & Rubicam
has developed a clear picture of how
brands develop, how they achieve
leadership status, how they may
erode, and how they either recover or
continue to decline.The “Power
Grid” (illustrated at right) is a helpful
graphical aid to understanding this
progression and a powerful diagnostic
framework for analyzing brand health.

The four pillars–Differentiation,
Relevance, Esteem and Knowledge
–are plotted left to right.
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New brands typically build strength
through increasing Differentiation
and, to a lesser degree, Relevance.
This can give them significant potential
to deliver value to their owners.
Amazon’s early achievement of high
Differentiation and lagging growth in
the other pillars exemplified the process.

A very few brands—only 2% to 3%—
go on to achieve leadership status,
which we define as being above the
80th percentile on all four pillars.
These brands have cultivated a
tremendously powerful franchise with
consumers, driving strong current
performance while maintaining high
future growth prospects.These brands
also have great resilience to short-term
business challenges or operational mis-
steps. Examples of such brands include
Disney, Coca-Cola and Hallmark.

Maintaining this leadership position
requires that the brand’s distinctive
character be maintained even as the
brand is extended across new categories,
and that excellent execution reinforce
the brand’s unique identity.

The management of leadership
brands represents a dual challenge:
how to exploit the brand’s current
franchise while continually revitalizing
its potential for growth.

Unfortunately, what we have
observed more frequently is the ten-
dency for brands in the upper right
quadrant of the Power Grid to see
their Differentiation decline, particu-
larly as competitors challenge their
dominance. Examples of such brands
include MasterCard and K-Mart.

Differentiation matters greatly here
because, as mentioned above, it rep-
resents the unique essence of the
brand and forms the basis of the
brand’s franchise with consumers. It
contains within it both the source of
the brand’s ability to command a
premium price on its current offerings
and the credibility to bring addition-
al products and services to market in
the future.As we will see below, this
Future Growth Value™ can be a very
significant portion of the brand’s
value, but—being hard to measure—
often is jeopardized by actions
designed to exploit the current
franchise of the brand.

Weakening leadership brands provide
examples of such situations.These are
brands that enjoy considerable current
market success but are witnessing
erosion of their Differentiation.
Consumers and retailers begin to
question the uniqueness of these
brand offerings and the premium
prices they command. In response,
the brands seek to maintain market
share through promotional tactics
such as couponing and discounting,
which simply accelerate the erosion
of a brand’s premium positioning.
This form of competition leads to
commoditization, the antithesis of
Differentiation.
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The commoditization of a brand is
seldom a conscious strategy, but
rather comes about as a result of two
common factors. First, many brand
owners put undue emphasis on the
traditional, lagging measures of con-
sumer awareness and regard
(Knowledge and Esteem), and so are
unaware of the loss of Differentiation
Second, managers tend to be preoc-
cupied with volume, market share
and immediate profits rather than
sustainable economic profitability.

BAV shows that a declining brand
may retain very high levels of
Relevance, Esteem and Knowledge
for a considerable time, but if declining
Differentiation is not reversed, even-
tually the other pillars weaken and a
brand loses its traction as a relevant
offering.

This generally coincides with wors-
ening financial performance, possibly
ending in Chapter 11. Brands such as
TWA have lost much of their Brand
Strength, but still retain significant
Brand Stature.

BAV represents a powerful diagnostic
framework for measuring the health
of brands in an objective, consistent
manner.What is needed is a rigorous
methodology for linking these brand
health metrics to value creation.
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The power of the BrandEconomics
framework lies in the linkage of a
brand’s health indicators (as character-
ized by its BAV pillar pattern) to its
economic profitability and intrinsic
market value.We are able to link con-
sumer franchise to value creation in a
systematic, objective way.

A company, business unit or brand
generates Economic Value Added
when it delivers a return in excess of
the cost of capital. EVA is therefore a
measure of “excess return.” Deriving
the EVA of a company, business unit
or brand involves establishing the rev-
enues, costs and capital employed and
deducting a charge for capital from
the net operating profit after tax.

Investors value companies as the sum
of the tangible capital invested in the
business and an intangible premium,
which is an estimate of the present
value of the EVA stream to be pro-
duced over the life of the business.
This EVA stream can be divided into
the EVA earned on current operations
and the EVA growth that is expected
in the future.

Brands represent part of the intangi-
ble premium in a firm’s total market
value.They, along with the firm’s
other intangible assets (patents,
R&D/product pipelines, proprietary
skills, superior management, contrac-
tual relationships, etc.) are the assets
that enable the firm to produce a
return above the required investor
minimum. Stated differently, intangi-
ble assets allow a management team
to leverage tangible assets (such as
plant and equipment or working
capital) that would otherwise earn no
more than their cost of capital.

A vital insight is obtained by separat-
ing the value of the current EVA
produced by an asset and the future
EVA it is expected to produce. Every
intangible asset can be modeled,
conceptually at least, in terms of
these two components. Our brand
framework explicitly looks at the
Current Operations Value (COV™)
of a brand and its Future Growth
Value (FGV™).The COV measures
the EVA produced by the brand in its
current use and assumes that it
continues into perpetuity with no
growth.The FGV represents the EVA
that could be realized both by grow-
ing the brand in existing markets/cat-
egories and by expanding the brand
across new markets and categories
(for example through brand exten-
sions, co-branding alliances, licensing
opportunities and so on). FGV can be
thought of as the option value of the
brand, both to expand in its existing
use and to leverage into new product
and service applications.
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The impetus for the BrandEconomics
research came from the observation
of a close correlation between
changes in brand health (as captured
by BAV) and changes in the economic
performance of companies (as cap-
tured by EVA).

This led to an extensive modeling
effort to link the objective assessments
of brand health contained in the
BAV database to the financial perform-
ance data for branded companies. In
developing this model, we studied
approximately 400 observations of
“monobrand” companies across a
number of industry sectors, covering
the period 1993 to 2000.We defined
monobrands as firms whose principal
revenues (in excess of 80%) are
derived from products or services
sold under the firm’s primary brand.
By this definition, for example,
Coca-Cola is a monobrand while
Pepsi is not.This enabled us to relate
the overall company financial results
directly to the core brand.

All financial data were scaled by the
branded sales figures in each period
so as to enable comparability across
sectors that differ widely in operating
margins, capital intensities and other
financial characteristics. Using statis-
tical regression techniques, a series of
explanatory models was developed to
describe the current franchise value
multiples and future growth multiples
on sales for brands in terms of the
brand health metrics.The models are
nonlinear, and coefficients on variables
vary significantly by product and
service sector.

In brief, what our models allow us to
do is separate the importance of
brand from other intangibles in
determining financial performance.
Expressed in terms of a regression
model comparing changes in brand
health with changes in financial
performance, the slope of the
regression line represents the degree
of brand “leverage” and the intercept
point represents the contribution of
other intangibles.

We created separate models for each
of the major industry sectors to
quantify the variation in the degree
to which brands contribute to value
creation. In order to quantify the
impact of different brand health
metrics on current operations value
and future growth value, we also
created models to separately analyze
these components of value.
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First, the research demonstrates that a
large part of the intangible value of
companies in certain sectors can be
explained by the health of their brand
as measured by BAV.

Second, the ability of a brand to gen-
erate superior financial performance
varies dramatically across industry
sectors. In fact, the amount of variance
of performance explained by brand
ranges from more than 75% of the
total in some sectors to less than 10%
in others.This finding is consistent
with what intuition would suggest—
that brands play a more important
role in the success of, say, food and
beverage companies than of tech-
nology firms.

Third, by separating the current fran-
chise value from future growth value,
we find that future growth value is by
far the larger component of value for
most brands. Current franchise value
is most significant for more mature
and declining brands.

Fourth, the BrandEconomics model
shows that in most instances Differen-
tiation is the driver of margin; the
higher a brand’s Differentiation, the
higher its current margin and future
potential. Brands that grow their
Differentiation on average have about
a 50% higher operating margin than
those that allow their Differentiation
to decay.

Fifth, the BrandEconomics model
demonstrates that truly stellar returns
are generated by brands that are able
to grow both their Relevance and
Differentiation. Strategies that succeed
at growing both Relevance and
Differentiation yield significant
increases in both operating earnings
and EVA.

Sixth, the model casts considerable
light on the perennial tradeoff
between margins and growth; it
clearly indicates that, in a brand con-
text, you rarely gain in volume what
you sacrifice in margin. Compare the
upper left and lower right quadrants
(at left) to see the value impact of a
trade-off between Relevance (driving
market penetration and volume) and
Differentiation (enabling continued
premium pricing, even if within a
smaller overall market segment).
Brands that grow Differentiation at
the expense of Relevance (upper left
quadrant) deliver significant increases
in EVA. By contrast, increasing
market penetration while losing
Differentiation results in relatively
minor value creation (bottom right
quadrant).This implies that brand
owners must be cautious in adopting
strategies that increase their market
penetration at the risk of diluting the
distinctive essence of their brands.

Seventh, the model also highlights
the misleading signals that traditional
income-statement metrics can send.
Note that the brands that suffered
declines in both their Differentiation
and Relevance (bottom left quad-
rant) still reported increased operat-
ing profit despite declining EVA.This
reflects their inability to sustain the
returns needed to justify the cost of
the additional capital invested in the
business.
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Our research examined the current
(COV) and future (FGV) components
of total intangible value (not just
brand value) for the monobrand
companies in each position of the
BAV Power Grid to analyze how
brand trajectories relate to economic
value.The chart expresses intangible
value as a standardized multiple of
company sales.

FGV multiples build rapidly as Brand
Strength grows, with leadership
brands (upper portion of upper right
quadrant) clearly showing the highest
FGV multiple (2.3 times sales). In a
similar vein, COV multiples are zero
or only marginally positive in the
early stage of a brand’s evolution and
rise to around 0.2 times sales for
leadership brands.The most dramatic
finding is the rapid decline in FGV
multiples as Brand Strength erodes
(lower portion of the upper right
quadrant), driven largely by declining
Differentiation.The collapse in intan-
gible-value multiples reflects the
sensitivity of expected future earnings
to any decline in the strength of the
brand’s franchise.
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Eighth, the model indicates that
traditional metrics of brand health
(such as awareness, respect and per-
ceived quality) have essentially no
explanatory power over the future
performance of brands. Esteem and
Knowledge are, as noted, lagging
indicators of value creation.

The monobrand study demonstrates
that it is vital to identify exactly
which brand metrics are leading
indicators of value creation.This
varies by industry sector, although
our research demonstrates that Brand
Strength tends to drive both current
and future EVA by delivering pre-
mium margin opportunity through
increasing Differentiation, and by
expanding market penetration
through increasing Relevance.
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The perennial challenge for brand
owners is to manage the evolution of
their brands to deliver superior current
earnings while ensuring attractive
growth prospects.

The BrandEconomics approach per-
mits the explicit modeling of the
operating earnings, margins and value
growth that are most likely to result
from alternative strategic choices.This
delivers essential decision support to
senior management tasked with

optimizing brand portfolio perform-
ance.Tactically, our approach can also
help brand managers understand
marketplace opportunities and the
types of risk that go with them.

This section presents case studies to
illustrate the linkage of brand health
to financial performance, and the
improvements in brand management
made possible by linking brand metrics
to financial metrics.
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Building Brand Momentum: Starbucks

Between 1993 and 2001, the
Starbucks brand built tremendous
Brand Strength, led by Differen-
tiation that achieved leadership levels
(over the 80th percentile) by 1997.
Brand Strength (the combination of
Differentiation and Relevance) rose
from the 20th percentile of all brands
in the U.S. in 1993 to the 89th per-
centile in 2001.We estimate that this
led to a rise in the value of the brand
from a modest $52 million in 1993,
equivalent to 7% of the company’s
market value, to around $2.9 billion,
or 50% of market value, in 2001.

This rise in brand value was almost
equally split between the capitalized
value of current operating profits (or
Current Operations Value) and the
implied future growth potential or
option value (Future Growth Value).

This reflects Starbucks’ success in
realizing its current franchise value
through rapid geographic expansion,
while maintaining its differentiated
essence as a driver of future growth
opportunities as it clearly moves
toward brand leadership.

The one place that Starbucks lags
relative to the other pillars is in
Relevance.This undoubtedly reflects
the difficulties inherent in making
the brand relevant to non-coffee-
drinkers. It also highlights a challeng-
ing opportunity: Comparatively low
current Relevance in conjunction
with good overall brand health implies
that Starbucks has enormous potential
for extension into other categories, as
it already has done with limited success
in areas such as ice cream.



Dreyer’s, which markets its ice
creams under the Dreyer’s brand in
the Western U.S. and the Edy’s brand
in the East, took an atypical path to
success: building Brand Stature
through distribution presence at the
cost of Brand Strength.

Growth in Brand Stature (principally
Knowledge) came from an expansion
program through which Dreyer’s
scaled its direct store delivery model
to a national level (partly by distrib-
uting Ben & Jerry’s ice creams) and
broadened its brand portfolio.
Knowledge and Brand Stature more
than doubled from 1993 to 1999.

Unfortunately, the gains in Brand
Stature were accompanied by signifi-
cant erosion of Brand Strength, partic-
ularly Differentiation.The super-
premium ice cream segment, however,
provided an avenue for a turnaround
in Brand Strength.A distribution
agreement with Ben & Jerry’s had
prevented Dreyer’s from competing
directly in this high-margin segment
until the agreement was renegotiated
in 1999. In September of that year,
Dreyer’s launched its Dreamery line
under both the Dreyer’s and Edy’s
brands. By 2001 Dreyer’s products
accounted for approximately 25% of
the U.S. super-premium market.
What’s more, it had simultaneously
rebuilt the Differentiation and Brand
Strength of the entire Dreyer’s line.

Dreyer’s emerged from these events a
stronger and more valuable brand. It
realized significant gains in Brand
Stature, surpassed 1993 Brand Strength
levels, and we estimate it added nearly
$1 billion in brand value from 1993
to 2001.
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Companies with large portfolios of
brands face a number of challenges,
including how to prioritize resource
allocation across the portfolio, how to
maximize the current yield from
“cash cow” brands (often interpreted
as preserving market share and
wringing as much as possible out of
distribution channels) while developing
other brands with high growth poten-
tial, and whether to acquire or dispose
of brands to reshape the portfolio. In
the absence of other metrics, many
companies pursue top-line growth to
the exclusion of all else, which results
in brands being retained and support-
ed as long as they deliver even a
meager operating profit contribution.

The Campbell Soup Company’s
North American portfolio provides
an illustration of some of these issues.
Campbell’s portfolio spans luxury
chocolates to up-market cookies to
the eponymous soup brands. BAV
data for 2001 reveal a wide variation
in brand health across the portfolio.
The strongest brand equities are
found in V8 and Pepperidge Farm,
both of which have leadership profiles.
Godiva is an interesting niche brand,
exhibiting a typical pattern of high
Differentiation and Esteem but lower
Relevance and Knowledge.

By contrast, the core soup brands—
Campbell’s Red & White condensed
soup and Campbell’s Chunky—both
exhibit the classic declining leadership
pattern, with low Differentiation 
but high levels on the other pillars.
Finally, Franco-American has declined
to commodity status.

Wall Street estimates indicate that the
two soup brands were the largest
contributors by far to 2001 North
American after-tax operating profits
(over 70%), with relatively small con-
tributions from V8 and Pepperidge
Farm (a combined 14%).

The perspective of brand value is
very different.The stagnant earnings
and low growth prospects of the
soup brands mean that, by our esti-
mates, they represent less than 40%
of the brand value in the portfolio.
By contrast, we estimate that V8 and
Pepperidge Farm comprise 45% of
the North American portfolio value.

As shown in the table at right,
potential future growth gives V8 and
Pepperidge Farm substantially higher
intrinsic brand values than the soup
brands despite their much smaller
sales base.The last column in the
table shows the estimated brand value
as a multiple of current after-tax
operating profit, or NOPAT.This is
akin to a price-earnings multiple for
each brand.The brands with the
highest multiples (in this case,V8,
Pepperidge Farm and Godiva) offer
tremendous option value to an
owner willing to invest in their
development.

This analysis raises a number of fun-
damental brand strategy questions for
Campbell’s centered around the reju-
venation of the core soup franchise
and the exploitation of the “under-
developed assets” in the portfolio.

Superficially, it would appear that the
best “value play” is to focus on
growing the earnings that command
the highest value multiple—V8 and
Pepperidge Farm.Yet Campbell’s also
could realize great leverage by reju-
venating its soup brands. Given the
sheer scale of the current franchise of
these brands, a small improvement in
their brand health could translate
into pricing power that has enormous
value impact. For example, if
Campbell’s Red & White regained
the level of Brand Strength it had in
1993, that would imply an increase
in brand value of over $400 million.
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Brand Portfolio Management:
The Campbell Soup Company
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44.5%  Red & White  
26.5%  Campbell's Chunky
6.2%    Prego
3.3%    Pace Salsa
2.9%    Franco-American
4.7%    V8
9.0%    Pepperidge Farm
3.0%    Godiva

After-Tax Operating Profit

22.1%  Red & White  
14.2%  Campbell's Chunky
6.4%    Prego
4.5%    Pace Salsa
1.4%    Franco-American
19.5%  V8
25.6%  Pepperidge Farm
6.3%    Godiva

Brand Value



This value improvement would come
in part from an increase in current
franchise value through increased
margins, but also from an increase in
the ability of the brand to maintain
its growth path into the future.
Obtaining the same value improve-
ment from V8 or Pepperidge Farm
would require significant gains in
sales and market share.

One obvious question is how to
revive Brand Strength in the soup
category. BAV’s deep understanding
of the image attributes that drive
distinctiveness and relevance provides
a starting point for a program for

brand rejuvenation, encompassing
product development, packaging
design, communications strategy
and distribution.

With V8 and Pepperidge Farm, the
challenge is to realize the growth
potential implied by the high brand
values. Possible strategies range from
intensive in-house development to
partnering with large-scale players in
baked goods and beverages, through
to divestiture. Godiva, another high-
potential brand, has long been a spec-
ulative candidate for disposal to a lux-
ury product specialist such as LVMH.
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Rejuvenating an Eroding Brand: Heinz

Heinz is an example of a company
that has responded successfully to
erosion in the health of its brand. In
1993 Heinz commanded scores on
both Brand Strength and Brand
Stature that were above the 90th per-
centile. However, in the succeeding
years the health of the Heinz brand
deteriorated as its Differentiation fell,
causing Brand Strength to decline
from the 93rd percentile to the 81st.
Despite continued sales growth, the
falling brand health caused a decline
in brand value through 1999.

More focused marketing efforts for its
most recognized product offering,
ketchup, provided the basis for the
turnaround.A new advertising cam-
paign in 1999 promoted ketchup
with a “personality” and targeted
teens and children, the prime users.

Complementing the advertising were
product innovations, including a new
Trap Cap and the EZ Squirt container.
The highly successful EZ Squirt is a
vitamin fortified, colored ketchup in
a child-friendly bottle.These initia-
tives enabled Heinz to restore its
Differentiation and correspondingly,
its Brand Strength, which rebounded
to the 93rd percentile in 2001.

By focusing on the product with
which the Heinz name is synonymous,
the company has rejuvenated its
brand, adding approximately $3 bil-
lion in value, and regained its 1993
leadership position.
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Differentiation

Differentiation, the perceived distinc-
tiveness of a brand, is a critical aspect
of a brand’s success. It defines the
brand and distinguishes it from all
others. Leading new brands consistently
show high rankings for Differentiation.
For example, Snapple, which expanded
nationally for the first time in 1992,
already ranked in the 99th percentile
for Differentiation by 1993. Starbucks
ranked above 80% in Differentiation
early on, as did Yahoo!.

Differentiation is the catalyst for
action in brand development. It is the
first step to the other pillars.As in
human relationships, the first step is
an attraction to something different,
something intriguing that makes a
person want to know more. In finan-
cial terms, Differentiation establishes
the price premium that a brand is
able to command.

Differentiation never loses importance.
It remains crucial, even as a brand’s
rankings on the other pillars grow and
remain strong, and even as a brand
achieves market leadership.Yet as
brands mature, BAV finds that
Differentiation often declines.A low
or declining level of Differentiation is
a clear warning that a brand is losing
its edge. Frequently, this warning will
appear in the BAV Differentiation
measures well before weakness appears
in a brand’s business results or other,
more traditional research. It is a timely,
actionable signal that measures are
needed to reinforce Differentiation
before weakness sets in.

Relevance

The second step in brand development
is Relevance. If a brand isn’t relevant,
or personally appropriate to con-
sumers, it is not going to attract and
keep them. Differentiation can lead
to a trial, but without a belief that
the product has a relevant connection
to one’s own life, no relationship will
develop. Successful new brands tend
to show higher Differentiation than
Relevance.This indicates that con-
sumers perceive a brand as distinctive,
and there is room for it to become
more relevant to the ways they live.

Intuitively, Relevance would seem to
come first in a brand’s progression. If
it is not relevant, why would con-
sumers bother with it in the first
place? BAV demonstrates that
Differentiation is what catches the
eye. If a brand does not stand out,
consumers will not take the time to
judge its Relevance.Without
Differentiation, a brand gets lost in
the crowd. But once Differentiation
has been achieved, Relevance is the
source of a brand’s staying power.

For brand owners, the key lesson to
learn is that it is important to establish
Differentiation and Relevance as
separate but linked objectives.
Differentiation will establish the basis
for market penetration and premium
pricing, while Relevance will deter-
mine the extent of the penetration
that a brand will actually be able to
deliver.

The key message for brand owners is
that creating Relevant Differentiation
is the central challenge for all brands.
Generally, brands that have achieved
high levels on both measures lead—
or even define—their category or
subcategory.
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Appendix – Detailed Description of the 
Four BAV “Pillars”
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Esteem

The third key measure identified by
BAV is Esteem—the extent to which
consumers like a brand and hold it in
high regard. Esteem relates to how
well a brand fulfills its consumer
promise. It doesn’t occur without
Differentiation and Relevance having
preceded it, but it can outlive those
pillars by many years. Brands that
show high Esteem even after losing
ground on Differentiation and
Relevance tend to be older brands
that have atrophied.

Esteem is strongly influenced by two
factors: perceptions of quality and of
popularity. It is logical that quality
has a direct relationship with Esteem.
However, when popularity is added
to the regression, the relationship
becomes even stronger. Much can be
learned about a brand’s consumers by
studying which of these factors is
dominant. Quality-driven Esteem
indicates a consumer tendency
toward inward, self-directed brand
choice, whereas Esteem driven by
popularity indicates a tendency
toward following others’ lead.

Knowledge

Once a brand has established
Relevant Differentiation and consumers
come to hold it in high Esteem,
enduring brand Knowledge is the
outcome. Knowledge is much more
than simple awareness of the brand.
High Knowledge scores mean that
consumers deeply understand and
have internalized what the brand
stands for. High Knowledge therefore
cannot be attained purely through
higher levels of communication
spending. It has to be achieved over
time. Knowledge is the end result of
all of the marketing and communica-
tions efforts together with consumer
experience of a brand.

The relationship between Knowledge
and Esteem is an important indicator
of brand health. For example, Esteem
tends to be higher than Knowledge
for a growing brand. If the opposite
relationship is observed, it could herald
an erosion of the consumer base. Sales
may remain strong, but analysis gen-
erally reveals that these brands are
selling more and more to the same
consumer, and at declining prices.
Knowledge combined with lower
prices may be enough to stimulate
continued purchase, but if Esteem
continues to drop, profitability will
inevitably erode.



Our services

The following are some of the com-
ponents of a typical brand strategy
assignment:

1. Brand audit:
Assess current competitive positioning
and intrinsic valuation for a brand or
portfolio of brands.This can be taken
down to specific, clearly defined
competitive frames by product seg-
ment, geography or customer type.

2. Evaluation of Strategic
Alternatives:
Quantify the impact of different initia-
tives on the brand portfolio, select
optimal brand strategies, and assist in
setting priorities for resource allocation
across the portfolio.These alternatives
can include acquisition, divestiture and
partnership opportunities.

3. Brand Extensions:
Assess brand elasticity across new
product segments through attribute
analysis, examine relative brand
health versus competitors, and apply
detailed financial analysis to assess the
economics of individual segments to
determine the attractiveness and
probability of success of potential
extensions. Provide analysis of brand
partnerships/alliances or licensing
opportunities.

4. Investor Relations:
Validate strategies and aid in com-
municating these to investors.

BrandEconomics LLC
1345 Avenue of the Americas
20th Floor
New York, NY 10105 

phone 212 261 0676
fax 212 581 6420
info@brandecon.com

BrandEconomics Consulting Services

BrandEconomics has developed a
proprietary approach to brand valua-
tion and management based on a
deep understanding of the drivers of
the financial performance of brands
and the bases for their consumer
franchise. Our advice draws on the
extensive modeling we have per-
formed to produce the first wholly
objective estimates of brand values
across important product and service
sectors using the BAV database.

Examples of the issues on which we advise

What is the value of a brand, and
how has it changed over time?

How strong is a brand and why?

What are a brand’s strengths and
weaknesses, and how do these influ-
ence choices?

Which strategy will maximize a
brand’s strength going forward?

How do you reverse the erosion of a
weakening brand?

Is a brand well suited to expand into
other countries?

In which other categories would a
brand be most credible?

Does a brand need a “partner” to
enter a specific market, and if so,
which one?


