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The Financial Benefits of Improving Your Brand

Synopsis

This white paper shows that improving a brand has direct impacts on the financial performance of a business.  Companies that are successful in building their brands enjoy higher customer loyalty and are more likely to attract new customers.

An improving brand equity has positive impacts on profit margins and reduces price-elasticity. Of major importance is the finding that a higher brand score leads to increased market share, revenues and profitability.

The shareholders and Directors of a company would welcome the finding that improving the brand has positive impacts on stock valuations. 

The White Paper also shows how market research can be used to develop a Brand Improvement Programme

The Financial Benefits of Improving Your Brand
A.
Introduction

Two recent surveys shows what phenomenal values are attached to brands. Google is seen as the world’s most valuable at US$ 43 billion, followed by Microsoft and Walmart. 
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Another survey concentrated on luxury brands. The clear winner is Louis Vuitton valued at US$ 19.8 billion, followed by Hermes and Gucci
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B.
The Financial Benefits of Brand improvement

Common sense tells us that improving a brand results in better business results. But what exactly are the benefits? How does improved brand equity impact on profit margins, market share, revenues and profitability – and ultimately on stock valuations. Senior management of all types have a vested interest in improving the brand. For the CMO it leads to increased market share, for the Financial Director it results in improved margins from a stable customer base, and for the CEO & Chairman it leads to improved profitability and a higher stock price.

In order to test the financial impacts of improving a brand Professor David Aaker, Professor Emeritus at the Haas School of Business of the University of California took brand equity scores – using the Perceived Quality measure - on a number of US brands and related them to actual financial performance. The results of this analysis are shown below.

We then show how a Brand Improvement Programme can be developed using advanced market research methodologies.

1.
Brand Improvements Result in Higher Customer Loyalty

Customers who are very attached to a brand remain loyal. Chart 1 shows the performance of a number of well known US brands. Customers who give a high score for a brand stay loyal, those with a lower perception of the brand tend to “switch”. Improving your brand score amongst your customer base would result in a lower attrition rate. 
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2.
Brand Improvements Predicts Customer Acquisition

Potential customers who are rate a brand highly are much more likely to buy that product or service than those with a lower perception of your brand. brandvery attached to a brand remain loyal. Chart 2 shows the acquisition of automotive brands in the US. Improving your brand score among potential customers would help you attract substantial new customers. 
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3.
Brand Improvements Result in Higher Margins

Brands that enjoy high perceived quality ratings can earn higher margins. Chart 3 shows that Hotels with strong brand equity - 8.0 - can raise prices with only a small loss of customers. Weaker brands with a Perceived Quality score of 6.0 have greater price-elasticity and raising rates would see a serious falling off in business.

Chart 3: Brand Improvement & Profitability
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4.
Brand Improvements Result in Increased Market Share

The chart below shows the dramatic increase that can arise from improving your brand. In this example an increase in the Perceived Quality of the brand from 7.00 to 8.00 results in market share increasing from 19% to 29%. Such dramatic improvements obviously require major investments by a company and can take a long time to achieve, but the Chart does shows how business results can be increased by brand improvement.
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5.
Brand Improvements Result in Increased Stock Values

Professor Aaker looked at brand performance related to stock market prices. He found that brands that consistently improved their brands enjoyed higher stock valuations than weaker brands. Investing in such “winners” would have resulted in a 153% return on investment. Over the same period the S&P (Standard & Poors) as a whole increased by 45% while the “losers” achieved a miserly 6% increase. Today when the remuneration of Directors and employees is often related to stock performance the attractions of improving a brand are considerable.
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C.
A BRAND IMPROVEMENT PROGRAMME

Market research can be used to help you improve your brand – and thus enjoy all the financial benefits outlined above. The steps in our research programme are shown below.

C.1.
Identifying Your Current Brand Position

We identify the current strength of your brand – benchmarked against your direct competitors. We use two key metrics, Perceived Quality and Advocacy. Perceived Quality measures your brand on a scale of 1 to 10, where 1 = poor, unacceptable quality and 10 = outstanding quality. 

Advocacy is a litmus test on the strength of your brand – it identifies the percentage of your customers that have actually recommended your brand by word-of-mouth in the past year. In today’s highly competitive markets customer satisfaction and loyalty are not reliable measures. But the number of your customers that go out of their way to “sell” your brand to other people is the ultimate measure of your brand equity. We identify the percentage of your current customer base that are Advocates, benchmarked against the competition.

The following chart indicates the type of results achieved. Apple is seen as an outstanding brand, it achieves a high Perceived Quality rating of 83.4 but also a massive 42% of customers have spontaneously recommended Apple to their friends/family/colleagues. Lexus is not see as the best brand but has developed strong relationships with its customer base such that almost a third of them recommend Lexus.

Google is seen as a very strong brand but only 23% of its customers are Advocates
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Advocates form a very important community that can be developed via Social Media to form a very important platform for a company to use for customer engagement and feedback, research, concept testing, promotions, PR etc


C.2.
How You Can Improve Your Brand

i)
The Ideal Brand Position.

We identify the ideal position that a brand should adopt in the market, using customer feedback on the Rational Advantages & Attributes and Emotional Association & Attachment of brands.

ii) 
What’s Driving Brand Advocacy

We want to know why a customer goes out of his/her way to “sell” a brand to friends/family/colleagues. What “triggered” this action. The results are important in several ways

a.
The answers tell us the factors that are really important in driving decision-making in this market.

b.
This information highlights the product and service improvements required to develop your brand

c.
These advocacy findings also indicate the sales and marketing messages that would prove most effective for your brand

iii) 
Communications Programme for Brand Improvement

We identify the marketing and promotional methods that would prove most effective. To do this we ask two important questions
a.
Which marketing and promotional methods do you see as most useful?
b.
Which do you see as most trustworthy?
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ABOUT CAP STRATEGIC RESEARCH

CAP Strategic Research (CAP) provides market research services covering China, Hong Kong, Singapore and other Asia-Pacific countries. We have a successful track record of conducting surveys in Asia based on 

(i) 
many years of living and working in the region 
(ii) 
in-depth knowledge and experience of specific industry sectors and 
(iii) 
providing strategic insights and “actionable” recommendations from senior executives who know 
your industry, have extensive international experience and - very importantly - have an 
“understanding of business”. 
We have over 25 years experience of conducting research for clients based in China, Asia-Pacific Europe and the US. With offices in China, Hong Kong and Singapore we are ideally placed to meet your research needs in Asia-Pacific.

For more information please contact:

Roger Thomas, CAP Strategic Research
Tel: +852 37508640
Email: roger@capstrategicresearch.com
Or

Keith Kong, CAP Strategic Research
Tel: +852 37508638
Email: keith@capstrategicresearch.com
Address: 1501-08 Millennium City 5, 418 Kwun Tong Road, Kwun Tong, Kowloon, Hong Kong.                                                                            
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Chart 4. Brand Improvement & Market Share
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