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Brand Valuation 
Method and Process

As we saw in Chapter 2, there is still a certain 
degree of generalized ignorance or skepticism sur-
rounding valuation tools, at least among investors 

and corporate financial managers. In this chapter, we will 
discuss the possible uses of brand valuation, and examine the 
questions that should be answered before launching a brand 
valuation project.

3.1  Brand valuation process

Nearly 20 years after the debate generated by the RHM inci-
dent, there are still many brand valuation detractors. Patrick 
Barwise, Professor of management and marketing at London 
Business School, holds that brand value cannot be separated 
from business value and is reluctant to accept what he calls 
“theoretical brand valuations” (those that take place when a 
business is not being bought nor sold), preferring what he calls 
“brand evaluations” that use metrics as management tools (as 
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cited in McAuley, 2003). The problem is that over the last 20 
years, brand valuation has often been misunderstood, and as 
a result, many industry players are skeptical about the use of 
valuation models. In this section, we will assess the current 
state of the debate on brand valuation, primarily from the 
user’s standpoint, and examine the questions that ought to be 
answered before launching a project of this nature.

3.1.1  What is brand valuation?

Asset valuations are expert opinions on the asset’s monetary 
value based on data analysis and assumptions rooted in a 
particular moment in time; this is so in the valuation of any 
kind of asset, work of art, wine or brand. Therefore, brand 
valuation may be defined as the process through which a 
qualified expert forms an opinion on the value of a brand, 
based on a set of premises or hypotheses, and taking into 
account the objectives, and audiences for which his or her 
expert opinion has been solicited.

3.1.2  The current debate: Why bother with  
brand valuation?

As we saw in Chapters 1 and 2, most top executives recognize 
that intangible assets, and brands in particular, play an impor-
tant role in long-term financial success. This understanding 
has led to a growing interest in the appropriate tools for meas-
uring their value, evidenced partly by the great number of 
articles and brand value tables recently published by business 
and marketing magazines such as Business Week, Forbes and 
the Financial Times. Figure 3.1 shows the vast increase in the 
number or brand value league tables seen in the last seven 
years.
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But amidst the proliferation of new brand league tables, we 
face deeper questions: Is brand valuation necessary? In which 
circumstances? To satisfy which objectives?

As David Haigh and Jonathan Knowles suggested in a brilliant 
article entitled “Don’t Waste Your Time with Brand Valua-
tion” in 2004:

Most companies do not need an answer to the question, What is the 
value of my brand? except for the specific purpose of accounting for 
goodwill after an acquisition. Rather, they need an answer to the 
question, How – and for how much – can my brand contribute to 
the total success of my business? It is this insight into the sources 
of customer value and the economic cost of delivering that value 
that will enable them to run more successful businesses (Haigh and 
Knowles, 2004b: 1).

These authors are part of a growing school of thought; one 
which holds that brand value on its own grants no more than 
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Figure 3.1  Evolution of the number of brand league tables published since 
2000.
Source:  Developed by author
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a chance to toot your own horn at a corporate cocktail party 
(Ehrbar and Bergesen, 2002; Haigh and Knowles, 2004b).

This is why clarifying the objective of a brand valuation is 
essential before embarking on these types of projects. We 
must answer the question: What is the purpose of the valua-
tion? And we must distinguish between technical valuations 
(for accounting and transactional purposes) and brand man-
agement valuations.

The determination of the objective of the brand valuation 
exercise is closely related to the second key step in the process, 
given by answering the question: What exactly are we valuing? 
We must determine if we want to value the trademark or the 
entire branded business. The fuzzy definition of “brand” can 
often cause confusion here.

Once we have answered the previous two questions, we will 
be able to choose the methodology best suited to our objec-
tives. This leads to a very important conclusion: that the 
selection of the brand valuation methodology will be contin-
gent on the project’s objectives.

In the following sections, we will discuss the three key steps 
of a brand valuation exercise.

3.1.3  The purpose of brand valuation5

In the past 10 years, brand valuation techniques have become 
generally accepted tools with a wide range of applications. 
There are three major groups of applications:

5 Based on Haigh and Knowles (2004b).
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•	 valuations for brand management purposes

•	 valuations for accounting purposes

•	 valuations for transactional purposes.

Valuations for accounting or transactional purposes are  
done for balance sheet reporting, tax planning, litigation 
support, securitization, mergers and acquisitions, and inves-
tor relations. Thus, they focus on a value at a given point in 
time.

Valuations for brand management purposes are necessary for 
brand architecture, brand portfolio management, marketing 
strategy, marketing budget allocation and management score-
cards. They are based on dynamic business models and on the 
role that the brand plays in the model’s key variables.

3.1.3.1  Brand management

On certain occasions, brand valuation can be used as a man-
agement tool, and implemented to compare the levels of 
success of various brand strategies and the relative perform-
ance of different marketing teams. In this context, valuations 
have been used to defend marketing budgets, or to make  
decisions on brand extensions and architecture, as well as  
to measure the return on brand investment. But Ambler  
and Roberts (2006) point out several challenges to this usage 
(as cited in Salinas and Ambler, 2008). In general, when  
brand valuation is implemented for management purposes, 
the model will consider segmented values and sensitivity 
analysis, as the objective is to understand the impact that 

c03.indd   51 7/8/2009   5:18:17 PM



J

52  /  the international brand valuation manual

different brand investment levels will have on the business 
performance.

3.1.3.2  Accounting purposes

New accounting standards require that all identifiable intan-
gible assets of acquired businesses be recorded at their “fair 
value.” This breaks with the older practice of recording the 
purchase price in excess of the net acquired assets as a single 
figure under goodwill. Current regulations require that the 
value of acquired brands be included in the balance sheet. A 
recent example of this is South African Breweries’ acquisition 
of Miller Brewing Co. The Miller brand represents $ 4500 
million of the $ 6500 million of intangible assets that appear 
in SABMiller’s 2003 balance sheet.

3.1.3.3  Internal or external transaction purposes

There are two types of transactions that may require a brand 
valuation: internal and external (see Figure 3.2).

Figure 3.2  Transactional purposes: internal and external transactions.
Source:  Based on Haigh and Knowles (2004b)
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trademark ownership to a 
centralized holding company, 
which charges royalties back to 
subsidiaries for the trademark 
exploitation, which allow them to 
dodge local taxes. 

• Fiscal authorities require to 
justify the established royalty 
rate. 

• Acquisition of  brands requires the verification
of  the economic value of the acquired asset. 
This process is known as commercial due
diligence. 

• The fact that the new accounting rules require
the purchase price allocation among the
different types of identifiable acquired assets, 
has increased the importance of due diligence
in the preacquisition stage.  
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Internal transactions
The two most common types of internal transactions involv-
ing brands and trademarks are:

•	 Trademark-backed securitization and

•	 Tax planning.

In trademark securitization, funds are collected in exchange 
for collateral based on future revenues generated by licensing 
the trademark, i.e. trademark licensing royalties (Eisbruck, 
2007). According to Hillery (2004), trademark-backed securi-
tizations have not been as frequent as music or film; however, 
some high-profile examples of trademark-backed securitiza-
tions have recently been observed. According to this author, 
in 2003, Guess Inc. securitized royalty streams from 14 trade-
mark license agreements for US$ 75 million.

Brand valuation may also be used for tax purposes. Usually, 
subsidiaries transfer brand and other intellectual property 
assets to a centralized holding company, which charges oper-
ating companies royalties for the use of these assets, such that 
a portion of the operating companies’ profits may evade local 
taxes. Of course, fiscal authorities require the justification of 
the brand value, to determine if it has been transferred to 
another fiscal jurisdiction by a fair value and to ensure that 
no fiscal obligations have been dodged.

External transactions
External transactions tend to take the form of acquisitions of 
companies with brands. In these cases, commercial due dili-
gence is required in order to verify the economic value of the 
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acquired asset, and to substantiate negotiations of the terms 
of the transaction.

3.1.4  Defining the scope of valuation and the concept  
of brand

In Chapter 1, Section 1.1.1.3, we reviewed three alternative 
definitions of brand. Each definition has distinct implications 
as to what other intangibles need to be considered in the 
valuation. For example, a “trademark valuation” (definition 
1) would require the valuation of other associated intellectual 
property separately (like a formula for example). In a “brand 
valuation,” (definition 2), there would be no need to value 
those other intangible assets separately. For example, in the 
valuation of a beer brand, the trademark and the formula 
would be valued jointly. Sometimes the brand is confused 
with the business unit that operates under the brand (defini-
tion 3). “Branded business valuations” (definition 3) are really 
no more than business or company valuations, commonly 
used in strategic and financial decision-making.

Most CEOs are primarily interested in the impact that differ-
ent brand strategies can have on the value of the branded 
business. On other occasions, such as in the case of a company 
that decides to transfer brands for fiscal reasons, brands are 
valued independently.

3.1.5  Choosing an appropriate methodology

The valuation model to employ will depend on the answers 
to the two questions we have posed in this chapter regarding 
the purpose of the valuation and the scope of the concept of 
brand. Salinas and Ambler (2008) classify the applications or 

c03.indd   54 7/8/2009   5:18:17 PM



J

Brand Valuation Method and Process /  55

purposes of brand valuation in two general categories: techni-
cal purposes and “other brand management purposes.”

Brand valuations with technical applications are generally 
undertaken for business combinations, impairment tests, tax 
planning, securitization, etc. They are therefore focused on a 
value at a given point in time. They commonly refer to the 
valuation of the trademark or brand. Brand valuations for 
management purposes are used for restructuring brand 
portfolios, performance evaluation and budget allocation. 
These valuations are typically based on dynamic models of 
the branded business and aim to measure the role that the 
brand plays in the model’s key variables.

Previous research has shown the correlation between the type 
of application and the methodology of choice. Salinas and 
Ambler (2008) analyze the methods employed by a sample of 
commercial providers previously classified as “providers posi-
tioned in technical practices” and “providers positioned in 
management practices.” They conclude that most of the pro-
viders oriented towards technical applications applied the 
“royalty relief” methodology, while those providers more 
geared towards management applications favored metho
dologies that focused on measuring the role the brand plays 
in generating demand (“Demand driver analysis,” cf. Section 
4.3.3).

Salinas and Ambler’s findings (2008)6 are consistent with the 
opinions of other scholars who have noted the royalty relief 

6 Their results and research are based on previous research by Salinas, G. 
(2008) “Valoración económica de marcas: ¿existe un método óptimo para 
valorar marcas?” in La comunicación empresarial y la gestión de los intan-
gibles en España y Latinoamérica, Pearson Educación, Madrid.
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methodology as the methodology of choice for valuations 
with accounting and reporting purposes (Mard, Hitchner, 
Hyden and Zyla 2002; Woodward 2003; Anson 2005). The 
“Big 4” accountancy firms tend to view royalty relief as the 
most reliable method, from a technical perspective (cf. Harms, 
2008).7

3.2  Conclusions

Before embarking on any brand valuation project, we must 
define the purposes of the valuation as well as the scope of 
the definition of the asset to be valued. Different objectives 
and applications will lead to different definitions of “brand,” 
and will determine the appropriate methodology to use. 
Methods valid for internal management purposes will not 
necessarily satisfy accounting requirements or tax regulations.

“Royalty relief” is the methodology most commonly used for 
technical valuations, while “brand management-oriented val-
uations” are typically based on dynamic models of the branded 
business and aim to measure the role that the brand plays in 
the model’s key variables.

7 http://www.ey.com/GLOBAL/content.nsf/UK/CF_-_Services_-_SFS_-_
Library_-_Methodology_-_Valuing_IP; http://www.ey.com/global/content.
nsf/WebPrint/8b8e23cdd699f2b680256cc5004dafbb?OpenDocument& 
Click=; http://www.deloitte.com/dtt/newsletter/0,2307,sid%253D3631%2
526cid%253D58029,00.html.

c03.indd   56 7/8/2009   5:18:17 PM



J

Contents

LIST OF FIGURES AND TABLES	 xvii
ACKNOWLEDGEMENTS	 xxvii
FOREWORD	 xxix
INTRODUCTION	 xxxv

1	 THE CONCEPT AND RELEVANCE OF BRAND	 1
1.1	 The concept of brand	 1

1.1.1	 The accounting perspective	 2
1.1.1.1	 The brand as an intangible asset	 2
1.1.1.2	 Non-recognizable intangible assets: 

Internally generated brands	 4
1.1.1.3	 Trademark, brand and branded 

business	 5
1.1.2	 The economic perspective	 7

1.1.2.1	 Economic vs. accounting criteria	 7
1.1.3	 The management perspective	 8

1.1.3.1	 Brand and corporate reputation	 8
1.1.3.2	 Brand and visual identity	 11

1.1.4	 Brand, intangible assets and intellectual 
capital – Everyday  
vocabulary and conflated terms	 12

1.1.4.1	 Brand equity and intangible assets	 12
1.1.4.2	 Brand, intangible assets and 

intellectual capital	 14

ftoc.indd   5 7/8/2009   5:22:55 PM



J

vi  /  Contents

1.2	 Brand value	 18
1.2.1	 What is brand value?	 18
1.2.2	 How do brands create value?	 19

1.3	 The growing importance of the economic 
value of brand	 20
1.3.1	 Business evidence	 20
1.3.2	 Social evidence	 22
1.3.3	 Economic evidence	 22
1.3.4	 Normative and institutional evidence	 24
1.3.5	 Academic evidence	 30

1.4	 Conclusions	 31

2	� THE ORIGIN AND EVOLUTION OF VALUATION 
METHODS	 33
2.1	 The Origin and evolution of valuation 

methods	 33
2.1.1	 Origins: The series of acquisitions in 

the 1980s	 33
2.1.2	 The first brand valuation: Rank Hovis 

McDougall	 35
2.1.3	 The accounting conflict generated by brand 

capitalization	 36
2.1.4	 Rapid development and applications	 37
2.1.5	 Who values brands today?	 38
2.1.6	 How do corporations use this tool?	 40
2.1.7	 How do investment analysts use this 

information?	 41
2.1.8	 How do other players use this information?	 43

2.2	 Conclusions	 45

3	 BRAND VALUATION METHOD AND PROCESS	 47
3.1	 Brand valuation process	 47

3.1.1	 What is brand valuation?	 48
3.1.2	 The current debate: Why bother with 

brand valuation?	 48
3.1.3	 The purpose of brand valuation	 50

3.1.3.1	 Brand management	 51
3.1.3.2	 Accounting purposes	 52
3.1.3.3	 Internal or external transaction 

purposes	 52
3.1.4	 Defining the scope of valuation and the 

concept of brand	 54

ftoc.indd   6 7/8/2009   5:22:55 PM



J

Contents /  vi i

3.1.5	 Choosing an appropriate methodology	 54
3.2	 Conclusions	 56

4	� GENERAL APPROACHES TO BRAND VALUATION	 57
4.1	 Cost approach	 58
4.2	 Market approach	 61
4.3	 Income approach	 63

4.3.1	 Price premium	 65
4.3.2	 Royalty savings	 70
4.3.3	 Demand drivers/brand strength analysis	 82
4.3.4	 Comparison of gross margin with that of 

relevant competitors	 89
4.3.5	 Comparison of operating profit with that 

of relevant competitors	 91
4.3.6	 Comparison with theoretical profits of a 

generic product	 92
4.3.7	 Cash flow or income differences with a 

benchmark company (“subtraction  
approach”)	 94

4.3.8	 Present value of incremental cash flow (the 
company’s value “with” and “without”  
brand)	 95

4.3.9	 Free cash flow (FCF) less required return 
on other non-brand-related assets	 96

4.3.10	 Excess earnings	 96
4.3.11	 Company valuation less value of net 

tangible assets	 102
4.3.12	 Real options	 103

5	� BRAND VALUATION METHODS AND PROVIDERS	 109
5.1	 AbsoluteBrand	 110
5.2	 AUS Consultants	 112
5.3	 BBDO	 117

5.3.1	 Brand Equity Evaluation System (BEES)	 118
5.3.2	 Brand Equity Evaluator®	 121
5.3.3	 “Brand Equity Valuation For Accounting” 

(BEVA)	 126
5.4	 Brandient	 129

5.4.1	 Brandient´s model based on demand 
driver analysis	 129

5.4.2	 Brandient’s model based on royalty 
savings	 131

ftoc.indd   7 7/8/2009   5:22:55 PM



J

vi i i  /  Contents

5.5	 BrandEconomics	 132
5.6	 Brand Finance	 144

5.6.1	 Royalty savings	 145
5.6.2	 Earnings split	 147

5.7	 BrandMetrics	 151
5.8	 Brand Rating	 158
5.9	 Consor	 164

5.9.1	 Royalty savings model based on 
Valmatrix® analysis	 165

5.9.2	 ValCALC® model (excess earnings)	 167
5.9.3	 BVEQ

TM model (Core brand value plus the 
value of incremental efficiencies)	 168

5.9.4	 Residual approach (market cap less the 
value of tangible assets)	 170

5.10	 Damodaran’s valuation model	 171
5.11	 Financial World	 174
5.12	 FutureBrand	 179
5.13	 GfK-PwC-Sattler: Advanced Brand 

Valuation model	 184
5.14	 Herp’s model	 192
5.15	 Hirose model	 193
5.16	 Houlihan Advisors	 207
5.17	 Intangible Business	 208
5.18	 Interbrand	 215

5.18.1	 Interbrand’s multiplier model (“Annuity” 
model)	 216

5.18.2	 Interbrand’s Discounted Cash Flow 
model	 222

5.19	 Kern’s x-times Model	 232
5.20	 Lev’s Intangibles Scoreboard	 234
5.21	 Millward Brown Optimor	 236
5.22	 Motameni and Shahrokhi’s Global Brand 

Equity valuation model	 250
5.23	 Prophet	 257
5.24	 Repenn’s brand valuation model (System 

Repenn)	 260
5.25	 Sander’s Hedonic brand valuation method	 262
5.26	 Sattler’s model	 265
5.27	 Semion	 267
5.28	 Simon and Sullivan’s stock price movements 

model	 270
5.29	 The Nielsen Company: Brand Balance Sheet 

and Brand Performance	 274

ftoc.indd   8 7/8/2009   5:22:55 PM



J

Contents /  ix

5.29.1	 The Nielsen Company: Brand Balance 
Sheet	 275

5.29.2	 The Nielsen Company’s Brand 
Performance	 277

5.30	 Trout & Partners	 281
5.31	 Villafañe & Associates’ Competitive 

Equilibrium Model	 284
5.32	 Other brand valuation providers and models	 289
5.33	 Conclusions	 293

6	� A TAXONOMY OF BRAND VALUATION METHODS	 295
6.1	 By use of financial or non-financial 

indicators	 295
6.2	 By application or possible objectives	 296
6.3	 Classification proposed by BBDO	 297
6.4	 Classifications based on mixed criteria	 299
6.5	 By intended universality of the 

calculated value	 300
6.6	 By its nature or origin (academic vs. 

commercial)	 301
6.7	 By approach employed (cost, market and 

income)	 303
6.8	 By method of determining the proportion of 

income or revenues attributable to brand	 307
6.8.1	 Demand driver analysis	 309
6.8.2	 Ratio of loyal consumers to total 

consumers	 309
6.8.3	 Price premium	 309
6.8.4	 Excess earnings	 309
6.8.5	 Royalty rates	 312
6.8.6	 Operating profits comparison	 312
6.8.7	 Comparison with theoretical earnings 

yielded by a generic product	 316
6.8.8	 Comparison of the cash flows of branded 

and unbranded companies	 316
6.8.9	 Difference in price to sales ratios	 316
6.8.10	 Economies of scale	 316
6.8.11	 Differences in cash flow with a 

benchmark company	 316
6.8.12	 CVH (Conjoint Value Hierarchy)	 318
6.8.13	 Free cash flow less required return on 

assets other than brand	 319
6.8.14	 Arbitrary constant coefficients	 319

ftoc.indd   9 7/8/2009   5:22:56 PM



J

x  /  Contents

6.8.15	 Competitive equilibrium analysis	 319
6.8.16	 Equations based on accounting data	 321

6.9	 By method of “representing brand risk”	 321
6.9.1	 Comparison of models by representation 

of brand risk	 321
6.9.2	 Classification by representation of 

brand risk	 322
6.10	 By method of “representing the brand’s 

growth and useful life”	 327
6.10.1	 Classification by representation of the 

brand’s useful life and long-term growth	 330

7	 THE CURRENT SITUATION	 331
7.1	 General trends in brand valuation	 331

7.1.1	 Proliferation of proprietary methods and 
brand valuation firms	 333

7.1.2	 Lack of understanding and credibility 
among brand valuation users	 335

7.1.3	 Commercial and academic concentration 
in Anglo-Saxon countries	 337

7.1.4	 Increasing professionalism in the sector 
and sophistication of brand valuation 
techniques	 338

7.1.5	 Growing convergence between marketing 
specialists and corporate finance experts	 338

7.1.6	 Widespread use of certain models among 
practitioners	 339

7.1.7	 Financial validity vs. widespread usage of 
models among practitioners	 341

7.1.8	 Worlds apart: the academic and 
practitioners’ realms	 343

7.1.9	 The third world: “black box” methods	 343
7.1.10	 Vast inconsistency in the application of 

various brand valuation techniques	 344
7.1.11	 Differences in implementation	 345
7.1.12	 Diversity and divergence of results yielded 

by different methods	 346
7.1.13	 Determining useful life	 347
7.1.14	 Determining discount rates	 348

7.2	 Common errors and misconceptions in brand 
and intangible asset valuation	 350
7.2.1	 Conceptual errors	 350

ftoc.indd   10 7/8/2009   5:22:56 PM



J

Contents /  xi

7.2.2	 Errors in management	 356
7.2.3	 Errors in interpretation	 358

7.3	 Conclusions	 359

8	� IS CORPORATE BRAND VALUATION POSSIBLE?	 363
8.1	 What is “corporate brand,” and is it the 

same as “corporate reputation?”	 364
8.2	 Why value corporate brands?	 365
8.3	 Methodological options proposed for 

corporate brand valuation	 366
8.4	 Models based on the concept that “corporate 

brand or reputation” adds value to 
product brands	 369
8.4.1	 Association-Affinity Model	 369
8.4.2	 Critique	 372
8.4.3	 Model based on demand analysis	 373
8.4.4	 Critique	 374

8.5	 Model based on the company value’s 
sensitivity to variations in “corporate brand 
or reputation” value	 376
8.5.1	 Assumptions	 376
8.5.2	 Empirical development	 379
8.5.3	 Theoretical model	 381
8.5.4	 Critique	 386

8.6	 CoreBrand’s model for measuring the 
percentage of market capitalization 
attributable to corporate brand	 388
8.6.1	 Brand PowerTM Analysis	 389
8.6.2	 ROI Analysis	 390
8.6.3	 Brand Equity Valuation Model	 390
8.6.4	 Stock performance forecast	 391
8.6.5	 Critique	 392

8.7	 Conclusions	 395

9	 THE FUTURE OF BRAND VALUATION	 397
9.1	 The prospect of methodological consensus: 

Standardization vs. affinity of applications 
and methods	 397

9.2	 Future trends in the supply and demand of 
brand valuation services	 399

9.3	 Accounting users: financial officers’ 
discomfort	 402

ftoc.indd   11 7/8/2009   5:22:56 PM



J

xii  /  Contents

9.4	 Marketing specialists: using valuation 
prudently and founding a new language 
compatible with finance	 403

9.5	 Regulators: behind the scenes, but with great 
confidence	 404

REFERENCES	 407
INDEX	 419

ftoc.indd   12 7/8/2009   5:22:56 PM


