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THE STRATEGY OF GLOBAL
BRANDING AND BRAND EQUITY

Why does a customer choose one brand over another? What are the factors
which would make an individual more inclined to choose your brand?

This book offers a way to predict which brand a buyer will purchase. It looks
at brand performance within a product category and tests it in different countries
with very different cultures. Following the Predictive Brand Choice (PBC) model,
this book seeks to predict a consumer’s loyalty and choice. Results have shown that
PBC can achieve a high level of predictive accuracy, in excess of 70% in mature
markets. This accuracy holds even in the face of price competition from a less
preferred brand.

PBC uses a prospective predicting method which does not have to rely on a
brand’s past performance or a customer’s purchase history for prediction. Choice
data is gathered in the retail setting — at the point of sale. The Strategy of Global Brand-
ing and Brand Equity presents survey data and quantitative analyses that prove the
method described to be practical, useful and implementable for both researchers and
practitioners of commercial brand strategies.

Alvin Lee is Lecturer of Marketing at Deakin University, Australia. He has
researched the marketing of consumer goods across markets in Asia and the United
States. He received his PhD in marketing from the University of Western Australia.

Jinchao Yang is Associate Professor at the College of Economics and Manage-
ment, China Agricultural University. Dr Yang has PhD degrees in agriculture and
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and his PhD in agriculture from China Agricultural University.
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Claire Lambert is Lecturer at the School of Business of Edith Cowan University,
Australia. She has extensive industry experience in quick service food marketing
and sales promotion. She received her PhD in marketing from the University of
Western Australia.
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PREFACE

Thank you for choosing this book. Thank you for your interest in brands and
branding. In these pages, we explain and test a way to measure and predict how
customers choose between brands in a product category. The method is called the
Predictive Brand Choice Model (PBC).

Marketers have long tried to accurately measure and predict how customers
choose between brands. This measurement helps marketers improve the chances of
their brand being chosen by customers.

One of the reasons for developing and testing the PBC model are the limita-
tions in the models traditionally used to understand and predict how buyers choose
brands, especially at “‘the moment of truth”. This is when they are faced with a
limited set of brands, and are deciding between their regularly bought brand and
their less-preferred brand that is on sale. There appears to be no model that can reli-
ably provide a test that predicts how the buyer will discriminate between these two
choices at the point of sale. As such, we set out to develop a model that is:

*  Easy to implement at the local level - i.e., in the store at the point of sale,

e Cheap to implement,

*  Quick to implement,

*  Highly predictive,

* A test that gives discrimination between brands based on Brand Knowledge,

*  Reliable and has external validity in markets under different conditions (e.g.,
mature vs. growing markets, and in markets where Brand Knowledge for a
category is different), and

*  Predicts actual brand choice based buying behavior, not buying intentions for
a brand.

A good way to introduce these improvements over previous methods to mea-
sure and predict buyer brand choice is to first discuss the constraints of traditional
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methods. One of the main limitations is that most models that use Brand Knowl-
edge for prediction limit the prediction to intended purchase, not actual purchase.
This severely limits the practical use of these models.

Limitations of previous methods

The traditional way to estimate and predict which brand a customer will chose uses
measurements from consumer panels. This is where groups of consumers’ purchases
are tracked over time. These longitudinal data are used for prediction through
regression based models. This method has many limitations. It is expensive. It takes
a lot of time to build a good data set.

More importantly, this method is not typically accessible to smaller retailers — the
cost and knowledge required to use these data are prohibitive. Traditional methods
also cannot account for the limited choice of brands in typical purchase situa-
tions; not all brands are likely to be available. There is also the issue of price, where
product prices may differ in different locations and some brands may be on sale.
Traditional methods of predicting using panel data are also unable to easily predict
and rank brand preference for groups of customers at the local (outlet) level — this is
where there may be marked differences in Brand Knowledge and preferences — for
example, for the same product category in different regions or countries.

A major limitation is that the methods used to measure Brand Knowledge are
very poorly linked to actual purchase. As such, very few models are able to offer
ways to predict purchase using a customer’s brand knowledge. We are unaware
of any method that offers a test that predicts a customer’s discrimination between
brands using their Brand Knowledge. What 1s more, there appears to be no model
that can account for a customer’s choice of brand when one of the brands they use
in the category, but is their less preferred brand, is offering a discount. Based on
their brand knowledge, how would we predict whether that customer will select
the discounted brand?

The Predictive Brand Choice model (PBC)

This book presents the PBC. The model is presented as a brand measurement and
prediction system. This system seeks to overcome many of the problems researchers
face when using traditional methods to predict which brands a buyer will choose.

PBC offers a way to predict the performance of the top (or other ranked) brands.
We tested the model in two countries, Australia and China, which have very dif-
ferent cultures. The market for the product used in the test is also in a different
stage of maturity in each country (growing market vs. mature-declining market).
In the mature-declining market, PBC can predict a buyer’s choice in excess of 90%
accuracy. This test is done in a field experiment that incorporates a price discount
from the buyer’ less preferred brand. This tests for the effect of brand equity, will
the buyer continue to choose their preferred brand if the value of their less preferred
brand increases with the price discount.
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The field test to collect data for use by PBC is practical and easy to implement
at the point of sale. It constitutes two interviews while the buyer is purchasing
and consuming the product. The interview collects data about the buyer’s brand
knowledge and a list of their most often bought brands in the category. This is then
used to predict the way a buyer chooses (discriminates) between the brands that are
available.

This ability to collect data from a local venue and to use it to predict choices
between the brands that are available is a step forward in the ability to predict buyer
brand choice. This can help researchers and managers chart local brand knowledge.
This understanding can help brand managers in their plans to enter new markets, or
to improve their standing in current markets.

With PBC, researchers and practitioners now have a reliable method to predict a
brand’s sales performance, especially when the brand’s buyers encounter competitive
price discounting from competing brands.

PBC uses individual buyers’ brand knowledge at the local level (outlet level) to
predict brand choice. Most other methods have not successfully integrated buyer
knowledge to predict actual purchase.

These other models, especially those using econometric analysis methods, are
unable to predict at the local disaggregated level (e.g., at the outlet level). Rather,
they predict at the aggregated level of “markets”. These grouped industry compari-
sons are of limited use for brands that operate in localized markets — for example, in
a pub/tavern/bar where only selected brands are available. As such, PBC gives brand
managers and researchers a tool to help them manage brands better at the grassroots
“outlet” level to measure localized “baskets” of brands.

The aggregation methods favored by many other brand measurement and predic-
tion models cannot predict an individual buyer’s “brand choice” — this is their choice
of a brand at the point of purchase. Because of this, many practitioners have difficulty
predicting in locales where some of the large international brands are unavailable, or
where there is a local preference for a different “flavor” or a different set of brands.
For example, in ethnic neighborhoods (Chinese, Latino, East European, South East
Asian, South Asian, North Asian), or where customers cannot afford or avoid certain
brands (e.g., because of boycott action). PBC does not face this constraint. In fact,
it is designed to capture preferences and buyer choice behavior at the local level.
This means that PBC can also work in markets where there are likely to be different
cultures; where these cultural norms affect brand knowledge.

PBC can be used in markets at different stages of market maturity. PBC is tested
on the same product category (beer) in countries where the beer category is in
different stages of market maturity. PBC gives adequate to superior predictions in
each market.

Aims of this book

The PBC model presents another method to predict brands’ performance in different
country markets. PBC is positioned as a systems and process innovation to enhance
the practitioner’s brand management processes. PBC also offers a springboard to
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conduct more brand-based research in markets where culture and life-cycle ele-
ments are different. At this point, it is unclear how these affect consumers’ brand
choice.

PBC helps clarify:

*  How do buyers in each market view the top brands in the category?
*+  How does this view affect their choices when buying in the product

category?

»  How will buyers react if a brand discounts to gain market share or product
trial?

Audience

This research monograph is written for:

*  Academics, researchers and practitioners seeking easy access to a new way to
predict brand performance across different countries, cultures, markets and
geographic locales.

¢ Established researchers seeking a new system to predict brand performance
across countries.

e Researchers and practitioners that require a system to compare the per-
formance of different brands in different markets for the same product
category.

*  Practitioners seeking to predict the performance of their brands at the point
of sale.

*  Postgraduate and research students studying marketing, international market-
ing, cross cultural studies, branding, brewing, hospitality, retailing and predictive
methods.

*  Researchers and research students interested in international branding, interna-
tional marketing and international business studies.

*  Institutions and libraries that catalogue research monographs.

The way this book is organized

This book is organized as a linear series of chapters. These chapters review and
use the extant knowledge surrounding international branding, brand performance,
stochastic predictive methods and cultural studies. We aim for this monograph to
serve as a practical guide to our system for measuring brand performance — the
PBC model. As such, we have included worksheets in the final chapter to help
readers work on some of the crucial stages for PBC. As far as possible, we have kept
to the familiar structure of a research dissertation to aid readers familiar with the
way research monographs are structured. Keep in mind as you are reading that each
chapter builds on the last chapter, and that each chapter has a specific purpose. We
will sometimes revisit material, tying different arguments together into the common
themes of the book.
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Finally

Previous publications tend to compare a single brand’s performance (e.g., Budweiser
beer in China and Australia). In reality, most markets do not operate in this way. The
top brands for most countries differ. PBC gives researchers the ability to compare
the mind-maps of buyers for the top brands in a category. This comparison can also
be done between countries/markets without the brands having to be the same. This
affords managers and retailers the opportunity to undertake thought exercises on
what it will take to have their brand counted as a top brand in the market.

Most importantly, this book offers a prospective and predictive system to measure
and predict brand performance. This is a departure from other work in this area that
use retrospective systems to predict. These systems tend to have onerous require-
ments for historical data on brand performance. Further, no previous system (to our
knowledge) can so accurately predict buyer choice in different markets. There is
also no other model that predicts brand performance at the point of purchase when
there is a discount.

‘We hope that these following chapters will help you research, practice, and teach
better.

Happy reading,
Al Lee, Jinchao Yang,
Dick Mizerski and Claire Lambert
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