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BRAND CAPITALIZATION AS A TOOL TO MAXIMIZE BUSINESS VALUE

Abstract. A brand as a key determinant of the formation of competitive advantage and a source of
increasing financial flows is covered in the article. The role of the brand in the intangible assets of the
enterprise and the creation of intangible values for the target audience is defined. The structural com-
ponents of the brand are identified and the model of the impact of the brand capitalization on maximiz-
ing the market value of a business is justified. The synergy of interaction of the constituent elements of
it creates intangible values, and provides a socio-economic effect, determines the motion vectors of
financial flows and their ability to increase the volume in the future.
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KANITANI3AUSA BPEHAY AK IHCTPYMEHT MAKCUMI3AL|II PAHKOBOI BAPTOCTI BIBHECY

AHomauis. Po3ensiHymo 6peHO siK Kiro4yosy demepMiHaHmy gbopMy8aHHS KOHKYPEHMHUX nepe-
gaz ma 0epesio HapoweHHs hiHaHcosux rnomokig. OKpecrieHo porib 6peHdy 8 HemamepianbHUX
akmueax nidnpuemMcmea ma CmeopeHHi HemamepianbHUX UiHHOCMsiX Or1sl Uuinbos8oi ayoumopii. 10eH-
mugbikosaHi cmpykmypHi cknadHuku 6peHdy. ObrpyHmosaHa modesb ensugy Kanimanizauii 6peHdy
Ha Makcumi3zayiro puHKo8oi eapmocmi bisHecy, cuHepezis 83aemModii cknadogux efleMeHmie siKoi cmeo-
proe HemamepiarnbeHi UiHHOCMIi ma 3abesneyvye 00epxXaHHs coyiasilbHO-€KOHOMIYHO20 egheKkmy, OKpec-
JII0E 8EKMOPU pyXy hiHaHCOBUX MOMOKIi8 ma ix 30amHicmbe Hapoulygamu 0bcsiau y nepcrnekmusi.

Knroyoei cnosa: 6peHd; HemamepiasnbHi UiHHOCMI; kanimanizauis 6peHdy; puHKosa eapmicms bi-
3Hecy.

W. 10. NpuwoBa, 4. 3. H., npodeccop,
0. b. Haymos, A. 3. H., npodeccop,
T. C. Wabartypa, K. 3. H., JOLEHT

KANUTANMU3ALUUNA BPEHOA KAK UHCTPYMEHT MAKCUMU3ALMU PBIHOYHON
CTOMMOCTU BU3HECA

AHHOmMauyus. PaccmompeH 6peHO kak krrodesass demepMuHaHma hopMuUpo8aHUsi KOHKYpPEeHm-
HbIX MPeuMyuecms U UCMOYHUK HapaleHusi puHaHcosbix nomokos. OrnpedeneHa posnb 6peHda 8
HemMamepuarsbHbIX akmueax rnpednpusmusi U co30aHuUU HemamepuarsbHbIX UeHHocmel 05 yeneeou
aydumopuu. NdeHmugbuyuposaHbl cmpyKkmypHble cocmasrnsruue bpeHda. ObocHogaHHas Modesb
8MUSHUSI Kanumarnu3auyuu bpeHda Ha MakcuMmu3auyuro pbIHOYHOU cmoumocmu b6u3Heca, cuHepausl
g3aumodelicmeusi cocmassisiouuUx 31eMeHmos Kkomopoli co3daem HemamepuarsibHble UeHHocmu U
obecrieyusaem MosiydeHUe coyuaribHO-9KOHOMUYECKo20 aghghekma, onpedesisem 8eKkmopbl d8uUXe-
HUSI GhUHAHCO8bIX MOMOKO8 U UX CrIocobHOCMb Hapaljusamb 06beMbl 8 fepcrnekmuse.

Knroueebie crnoea: 6peHd; HemamepualrbHble UeHHOCMU; Kanumanu3lauyusi 6peHda; pbIHOYHas!
cmoumocms busHeca.
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Urgency of the research. A necessity to study a brand capitalization is caused by understanding
the importance of the brand formation and development process as an intangible asset in demand for
the implementation of the economic development strategy. The modern concept of brand capitalization
is based on the vision of the brand as a tool for creation of intangible assets; it becomes a source of
competitive advantages and strengthens its position in the market. Investigation of the role of the
brand in the formation of the competitive advantages of the enterprise is determined by the analysis of
the factors of its capitalization and the degree of its influence on the maximization of the business
market value.

Target setting. Given the ambiguity of the existing views in the economic circle on brand formation
and development the relevancy in the allocation of its structural components occurs, providing the pro-
cess of brand capitalization, and a study of their effect on the maximization of the business market
value.

Actual scientific researches and issues analysis. Brand Capitalization as a key factor in the
creation of enterprise value, is studied in the works of such renowned researchers as D. Aaker, Zh.-N.
Kapferer, K. Keler., O. R. Azyzov, O. O. Krasnorutskyi, Yu. O. Zaitsev, O. V. Mytiai, S. S. Stoianova-
Koval, T. P. Hnatiev, A. O. Kravchuk et al. [1-12] The mentioned researchers focus on the study of
consumer factors in the brand formation and development, that is certainly, one of the constructive
areas of study on this issue.

Previously unsettled problem constituent. At the same time there are problems of uncertainty in
the allocation of the structural components of the brand, ensuring the process of capitalization, and the
need to study the impact of capitalization on the brand in maximizing the business market value.

The research objective. Considering the brand as an intangible value of the company, which is a
key determinant of the formation of competitive advantage and a source of increasing financial flows,
there is a need to focus on the brand capitalization, as a tool to maximize the business market value.
To accomplish these tasks it is necessary to highlight the role of the brand in the intangible assets of
the enterprise, identify its structural components, to reveal the impact of capitalization model of the
brand on maximizing business value.

The statement of basic materials. In an increasingly competitive atmosphere the vast number of
prominent international companies and some national enterprises while developing the competitive
advantages employ a unique combination of tangible and intangible flows, in which the focus is gradu-
ally shifting to the creation of mainly the competitive intangible assets. Despite the fact that interna-
tional practice has not yet provided a final investment preference of intangible component, it unani-
mously confirms the predominance of intangible group in the structure of operating businesses assets.

Strengthening the world’s competitive demands requires from the subjects a national entrepreneur-
ial space to establish and develop their business based on symmetrical use of tangible and intangible
resources in order to create a foundation for building the economic capacity, strengthening market
position and maximizing a business market value prospectively.

An increasing role of intangible flows in the business capitalization in recent years is also due to the
speed and scope of technological advances, corporate nature of enterprise unions, and multiplicativity
of the information technology, complication and integration of the national financial market.

From the position of the supporters of people-oriented enterprise management concept [1; 3] a
pragmatic study of the process of brand capitalization, its deep analysis and theoretical generaliza-
tions are of great importance both for socially responsible enterprise and for its target audience, the
priorities harmonization of which will prevent the emergence of future economic conflicts.

It should be noted that today, a common understanding of the capitalization process has not been
established among researchers since one group of investigators refers to past achievements, the se-
cond ones appeal to the current studies, and the third ones - on future assumptions, but the common
among them is the acknowledgment of the direct dependence of maximizing business value by brand
capitalization as an intangible asset.

The major capital-forming factors of company are its assets, which are presented as: an irreversi-
ble group, open up the capacity and determine future cash flows and their ability to increase their vol-
umes in the long term; a group of long-term liabilities companies, which are represented mainly by
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their own sources of financial flows, increasing the volume of which determines the financial stability
and solvency of the company, and as a result, its investment attractiveness of hypothetical investors
and strategic partners. In other words, the non-current assets are acquiring more strategic importance
in maximizing business market value where prospective and controlled components perform only in-
tangible assets, primarily represented by the brand.

A brand capitalization concept occurred as a result of the reorientation from the company's prod-
ucts focus to the target audience and communication with it. According to supporters of this concept
[2; 4], a key source of increasing financial flows are no longer the enterprise’s material resources and
the efficiency of their use, but the target audience (customers, clients, partners, suppliers, etc.), where
the degree of commitment to the branded product and brand loyalty will determine the future growth of
the financial flows of the company, its brand capitalization and business value maximization.

For the first time in brand capitalization concept a shift of emphasis on capital associated with
brand took place only in the early 80-ies of the previous century, after which the economic nature of
the brand became associated with the product quality, recognition of its certain individual properties.
Subsequently the scientific community came to the conclusion that a brand not only promotes the for-
mation of product awareness, but also generates in consumer the understanding of its value and in-
creases the importance of the enterprise itself. From that time on a brand began to be identified with
the enterprise capital.

A brand capitalization issue requires, on the one hand, scientific and theoretical justification the ef-
fect of the brand on business market value, and on the other hand, substantiating the tools of creation
enterprise competitive advantages and areas of investment in the future, since the purpose of brand-
ing is not only product advertising for a rapid increase in net financial flows, but also ensuring compa-
ny's capitalization in the long term. If a certain target audience is gradually forming a clear vision of the
branded product as a prestigious, useful and available, subsequently a brand will require much less
investment in its development, which, in turn, will also help to maximize the business market value,
since powerful brands are more resistant to the negative effects of economic instability and financial
crisis.

To determine the financial and administrative levers of brand capitalization, we see it appropriate to
define the brand architecture, which should be structured according the generating, providing and ef-
fective components. This structuring principle reveals the model of creating intangible values, ensuring
the target audience commitment and loyalty and obtaining socio-economic benefit, as well as deter-
mines the motion vectors of financial flows and their impact on the maximization of the business mar-
ket value in the context of brand capitalization.

The brand decomposition in the first place, demonstrates the action speed of each structural com-
ponent of the financial results of the company's development, which distinguishes between those that
quickly affect key development indicators as part of the operating cycle, and those, that are aimed at
long-term financial performance of the enterprise.

The main task of forming the brand components is to establish relationships with the target audi-
ence. Moreover in collaboration with it creation intangible assets based on the use of such tool com-
ponents as marketing strategy, social responsibility, strategy and marketing communications, and the
like.

The major objective of the resulting components, as the basis of long-term development of the en-
terprise, is a progressive policy development, strategy of competitive advantage strengthening, ensur-
ing the target audience loyalty and obtaining socio-economic impact.

Thus, considering the decomposition of the structural components of the brand it should be noted
that it serves a tool for creation of intangible value both for the target audience and the cost for the
enterprise, where:

- For the target audience - it is brand awareness, consumer attachment to it, a sense of security
and confidence in making the right decision regarding the selection of goods among the large range of
products, since a brand serves as a special guarantor;
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- For companies - these additional financial flows from the conquest of new target audience provid-
ed increasing the degree of commitment to the brand it agrees to buy goods at a price that will allow
the company to create additional value.

Thereby, a brand is an instrument of creating intangible value to the target audience and a source
of enterprise value creation by increasing the volume of financial flows and accelerating their circula-
tion, where the brand value lies in ensuring a long-term success of the enterprise in the market, ex-
pressed in strengthening the competitive position, the company's capitalization and maximization of
business market value.

Indisputable is the fact that complementarity relation between the structural components of the
brand, which is manifested in their mutual action and synchronous synergetic effect that highlights the
brand as a powerful tool and the resulting enterprise capitalization. On this basis, we substantiate the
working hypothesis of this study, the essence of which lies in the fact that the brand capitalization is a
tool of maximizing the business market value.

An undeniable feature of modern production is placing emphasis on the role of brand capitalization
in the chain of market value maximization, where the brand acts as a system-forming factor. Today,
socio-oriented enterprises are stepping up investment development of the brand, which in the first
place, appears to change the vectors of capital investment, the implementation of loyalty policy, the
realization of socially responsible strategies, resulting in accumulation of intangible assets.

For confirmation of the growing influence of brand on business market value we examine the rank-
ing for the top 10 most valuable brands in the world, held annually by the British research company,
which is part of WPP communication group (Table 1).

Table 1
Ranking of the 10 most valuable brands in the world in 2015 [5]
Place Cost(USD billion) | The level of
changes in Brand
2015 | 2014 Brand Section 2015 2014 value from Contri-
year year year year 2015 to 2014 bution
years, in %
1 2 Apple Technology 246,99 147,88 67,0 4
2 1 Google Technology 173,65 158,84 9,0 4
3 4 Microsoft Technology 115,5 90,19 28,0 4
4 3 IBM Technology 93,99 107,54 -13,0 4
5 7 Visa Financial services 91,96 79,2 16,0 4
6 8 AT&T Telecommunications 89,49 77,88 15,0 3
7 11 Verizon Telecommunications 86,01 63,46 36,0 3
8 6 Coca-Cola Soft Drinks 83,84 80,68 4,0 5
9 5 McDonald’s Fast food 81,16 85,75 -5,0 4
10 9 Marlboro Tobacco Industry 80,35 67,34 19,0 3

In estimation Millward Brown takes into account not only the current brand cost, but also its ability
to bring money in the future, that is, its growth potential. Another feature is that during calculating the
way the company proceeds from the sale of branded products, as well as its perception of the target
audience is taken into consideration. Furthermore, brand contribution is estimated, which shows its
effect on the business market value on a scale of 1 to 5, where 5 - is the maximum criterion.

Thus according to the Table 1 it can be noted that in 2015, experts from Millward Brown recognized
Apple Inc a global brand of the world, evaluating the brand of technology leader in USD 246.99 billion
compared to USD 147.88 billion in 2014, which allowed corporations to shift from the first line of last
year's leader — a representative of Google technology sector company that offers for users numerous
free Internet services, as well as a variety of technology solutions related to the Internet and infor-
mation technology. Google's brand value in 2015 increased by 9.0% and made up USD 173.65 bil-
lion... whereas only USD 158.84 billion in 2014. The third and fourth positions are also taken by
brands of technology sector companies, namely Microsoft (USD 115, 5 billion) and IBM (USD 93.99
billion.).
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The last place in top five leaders is held by the Visa Company, a brand of financial services sector,
with (USD 91, 96 billion.). Besides in the top ten most valuable brands in the world there also included:
AT & T (USD 89, 49 billion.), Verizon (USD 86, 01 billion.), Coca-Cola (USD 83, 84 billion.), McDon-
ald's (USD 81.16 billion.) and Marlboro (USD 80, 35 billion.).

Today in the structure of the total cost of domestic enterprises 2 to 5% is allocated about on the in-
tangible assets, while the international practice of buying and selling a business demonstrates that in
the structure of the total market value of companies 40-90% is set aside for the cost of intangible as-
sets. This situation is explained by the fact that brand issues are still quite controversial in domestic
business space, the development of which in the developed world requires large investments.

Unfortunately, the domestic business has not yet formed a clear idea of the role of the brand, and
therefore they lack a well-established link between intangible assets of the enterprise and its market
value. Ukrainian companies primarily seek to implement the strategic priorities for economic develop-
ment through the effective use of material resources, where the main dominants of companies capital-
ization is to find the most profitable markets for products and strengthening the position on it by form-
ing a significant competitive advantage through the use of a unique set of resources, while maximizing
business market value, based on the brand capitalization as an intangible asset remains out of focus.

As a result, Ukrainian companies today still are not the objects of annual assessment by interna-
tional agencies, which certainly complicates the process of comparing them with the world's global
brands. Therefore, to illustrate the considerable impact of intangible assets on the domestic business
market value, we consider the ranking of enterprises most powerful in the parameters of production
volumes and net income in different sub-sectors of the Ukraine's food industry allocated to the target
audience of the high business reputation among its competitors, and therefore are of great interest for
our study (Table 2).

Because according to the European Agency MSCI Barra Index company’s market value of quote
on the main stock exchange in Ukraine, should be more than $ 1 billion, we consider elaborating on
the analysis of precisely such enterprises sensible. As the figures given in Table 2, the most capital-
ized Ukrainian companies are SOEs "UK" Roshen in 2015", SC PJSC "Myronivsky hlibprodukt" and
LLC "Nestle Ukraine". It should be noted that in recent years "UK" Roshen "has become a powerful
representative of confectionery products on the domestic market, as well as a serious competitor in
the Central European market, which competes with famous Russian confectionery factories and facto-
ries of Lithuania and Hungary.

Table 2
Evaluation of Ukraine's food industry cost for 2015 [6]

Capitalization Enterprise

SE "CC" «Roshen»

$1-3 billion CC JSC «Myronivskyi khliboprodukt»
Ltd. «Nestle Ukraina»»

PJSC «AVK»

Ltd. «Karhill»

PJSC «Karlsberh Ukraina»

IDS Group

"Rosinka" JSC Kiev factory of soft drinks
DP «Milklend-Ukraina»

PJSC «Chumak»

Ltd. SP «Vitmark Ukraina»

PJSC «Kontsern Khlibprom»

Ltd. «Chipsy liuks»

Ltd. «Veres»

Oasis SNH

VAT «Odeskyi korovai»

PJSC «Kyivmlyn»

Ltd. «Motsart Import»

Ltd. «Shelfy

$500-1 000 million

$100-500 million

$10-100 million

about $10 million
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Nestle Company's endeavour to purchase "Roshen" for USD 1 billion indicates on strengthening
the market position of the corporation "Roshen" and building its market value. However, the corpora-
tion owners estimate its cost in about USD 3 billion, on account of which they refused this proposal [7].

According to the study "International Marketing Group Ukraine" [8] for the period from 2013 to
2015, public joint stock company "Mironovkii hliboprodukt” is a Ukrainian owner of the famous brand -
"Nasha Ryaba", and covers about 50% of the domestic market. According to Agravery.com data [9]
the market value of the company (on 07.30.2015) is USD 1.078 billion that continues to grow at the
expense of strengthening the competitive position by investing in socially-oriented development direc-
tion.

According Agroportal Latifundist.com [10] Swiss company "Nestle" has been ranked in the top 10
world producers of food products, the market value of which amounts to USD 247. 3 billion and it is
characterized by a constant growth tendency, and the company covers more than 25% of baby food of
the domestic market with gross size of the sale of more than USD 5 billion.

"AVK" Company sells its products in 20 countries around the world, the market value of which is
veiled in the range of USD 500 million to USD 1 billion.

Of course, brand equity, or in other words, a brand capitalization is only a part of the market value
of the company, which is as international practice shows quite difficult to distinguish out of a total busi-
ness market value. The brand capitalization serves an evidence of maximizing business market value,
the growth or fall dynamics of which is influenced by the efficiency of the use of structural components
of brand, that affect enterprise relationship with the target audience and increasing its commitment to
the product degree. It is their structural interaction that provides a complicated process of increasing
financial flows, synchronized movements of which directly affect the maximization of business market
value (Fig. 1).

For the majority of enterprises a brand capitalization is associated with considerable investments in
understanding the kind of target audience that should be cooperated with, that is what kind of audi-
ence can become a valuable asset to enterprise and the one that is not capable of creating additional
value.

Search and selection of the target audience can significantly affect the economic development
model of many enterprises and change the investment vectors in the development of the structural
components of the brand. To determine the main factors shaping the business market value it is nec-
essary to define the volume of investment flows directions in creation of intangible assets for specific
target audiences. The companies that will be able to correctly determine the intangible assets for con-
sumers will be able to optimize resource capacity needed for the implementation of business strate-
gies that will ensure the generation of cash flows from the target audience.

Establishing a reciprocal information contact with customers will help to improve relations with
them through understanding of what exactly spheres you need to invest in to create a marketable in-
tangible value, which in its turn will enhance the company's image and consumers’ commitment to
product. This socially-oriented growth strategy will result in target audience loyalty that will provide
socio-economic benefits in the form of a return on sales, the expansion of the target audience and de-
creasing of brand development cost, will lead to increased financial flows and thus enhance brand
capitalization.

When calculating the volume of financial flows that ensure brand capitalization, not only the posi-
tive cash flow generated by the efficient management of the structural components of the brand
should be considered, but also the volume of investments aimed at ensuring the brand capitalization.

An analysis of financial flows, serving relationship of the enterprise with each group of the target
audience, provides the accuracy of determining the amount of the costs on the encouraging consum-
ers, increasing their commitment and loyalty, makes it possible to evaluate the success of intangible
assets making, to determine the need to maintain an appropriate format of cooperation with the target
audience and rationality in formation such set of competitive advantages.
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Figure 1. Model of the impact of the brand capitalization on business market value [developed by the authors]

Diagnosis of financial flows in creation and development of intangible assets should contribute to the
enterprise social and economic effect which will affect the increase in brand capitalization and maximiz-
ing business market value.

Conclusions. The market value of the world's largest brands significantly correlates not only with
major financial parameters of characterizing the efficiency of material resources usage, but with the val-
ue of intangible assets as well, primarily the brand, which role in the capitalization of the company ac-
quires strategic importance.

Accordingly, the market capitalization of the brand is seen as a tool for the formation of intangible
competitive advantage and a source of enterprise value creation by increasing the volume of financial
flows and accelerating their circulation, where the brand value is to ensure long-term success of the en-
terprise in the market, expressed in strengthening the competitive position.

The model of the impact of brand capitalization on business market value maximization is studied in
the paper. The synergy of interaction of its constituent elements provide the complex process of creating
intangible values, ensuring the commitment and loyalty of the target audience and obtaining socio-
economic effect, define the vectors of financial flows and their ability to increase their volumes in the long
term. At the same diagnosis of the financial flows in creation and development of intangible assets
should contribute to the enterprise social and economic effect which will affect the brand capitalization
increase and business market value maximization. This leads to the need for further research in the
sphere of methodological approaches to evaluating the effectiveness of brand usage in company's capi-

talization.
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