 BRAND VALUE AND BRAND EQUITY
CONCEPTS FROM THE BOOK VALUE CREATION BY NEAL AND STRAUSS
In their new book, the authors do one of the best jobs of describing brand value and brand equity and show how the terms are NOT interchangeable.

The example that drives home the message is a consumer’s choice between a Honda Passport and an Isuzu Rodeo.  From sources, it is known that the cars are identical save the actual nameplate.  They come from the same factory, look the same and are the same.   But the consumer will spend almost $5000 more for the Honda….why?   The answer and the lesson follow.    



         

  
Neal and Strauss use the basic concept of value to build their definition of brand value.  The basic concept of value is:
VALUE = BENEFITS – COSTS

Building on this definition, we expand the definition of benefits to include tangible and intangible benefits.  Tangible benefits include the actual product attributes and associated benefits; service benefits; and channel benefits as may be provided by a member of the channel.  The intangible benefits we will call “brand equity” thus expanding the definition to:
Brand Value = (Product Benefits + Service Benefits + Channel Benefits) + Brand Equity – Costs
Going back to the Honda vs. Isuzu example, assuming product, service, and channel benefits are equal but there must be something else that makes you want to buy the Honda.  And that is brand equity.
The brand name has an image and gives off a feeling of trust (brands act as a placeholder for trust in a market where we do not know the actual people making the product).  We will pay more and place added value for trust and image, the essence of brand equity.
TRUST has to do with the performance promise of the brand including a reputation for reliability, economy, safety, customer support, and overall performance.  (Artifacts of trust can include communications; awards; certification; laws; authority; membership; touch; involvement; etc).
IMAGE is a best reflection of self and a reinforcement of self-image…and include prestige, luxury, utilitarian, sporty, fun to use, flashy … often this is found in the personality of the brand, like ZOOM ZOOM for Mazda.  The importance of marketing communications to deliver the brand image is obvious.
Brand equity is the intangible basis for competitive advantage in the marketplace and the basis for long term profitability.  Why?  Because while a competitor may be able to create a competitive SUV with similar attributes and benefits, it is a much longer term proposition to attack the brand image and position of a company or product.
Why is this important to understand?  Quite simply, much of our consumer behavior and our process of choosing are based upon the concept of value.  While we are not sitting there with a calculator working the equation, we are in fact working it in our minds.   It is beyond the scope of this paper to discuss the modeling process in marketing that helps us to fully understand these behaviors, but we do use concepts like trade-off analysis to help us accomplish this.  
The implications for senior management are easy to see.  Managing the image, associated promise and the experience (actual promise fulfillment) will allow management to optimize brand equity and long term profitability of the firm.
Adapted from Value Creation by Neal and Strauss
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