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Brand Value and its Effect on the Financial Performance in the
Mexican Stock Market’s Food-Processing Industry

Jose Sanchez-Gutierrez, University of Guadalajara
Gloria Yaneth Zapari-Romero, University of Guadalajara
Juan Gaytan-Cortes, University of Guadalajara

Jorge Pelayo-Maciel, University of Guadalajara

EXECUTIVE SUMMARY

Today, the commercial value of a company exceeds the book value in accounting terms, this is an indication of the brand
value. To measure the effect of branding strategies on Jinancial performance represents a challenge and a valuable activity
Jor making business decisions in a competitive global environment. This research proposes a measurement that considers the
Mexican corporate stock market for the Jfood-processing industry.

Keywords: Brand Equity, Brand strength, Brand valuation

INTRODUCTION

As intangible assets are becoming more relevant for companies, they are seen as key elements for managing companies in
order to improve their market share (Enriquez, Revah, Cruz, & Romero, 2010).

Consulting companies have developed models to measure brand value in order to offer them to enterprises that need to know
how much their brand is valued and to establish their commercial value in order to facilitate decision-making for marketing
strategies, as well as to acquire and /or merge companies more effectively, thereby achieving a more solid growth both
locally and globally. Creating models that fit all sectors is a challenge, as a series of factors have to be considered. However,
identifying the brand effect on financial performance is part of the development of competitive advantage and therefore
continuous business growth.

LITERATURE REVIEW

According to Kotler (2009), a brand can be defined as a name, term, sign, symbol or design, or any combination of these, and
helps to identify the goods or services from one seller or group to another and to differentiate them from their competitors.
For many theorists of marketing, this definition has a clear emphasis on the financial potential through intangible assets
(Keller, 2009); that is, the brand must be considered not only as the iconic image of the organization, but as an asset that
provides monetary value.

This new wave has generated branding techniques that have become a reality in organizations; however the concept has long
existed in a practical way and in real terms. The purpose is to generate value in the product or service from the brand and the
impact on the assessment that the consumer makes acquiring them (Hillyer & Tikoo, 1995). For branding, many
organizations add elements that provide key attributes that favor the growth of their own brand value (Kalpesh & Kevin,
2002), making the brand exceed the company and becoming a benchmark of end users before they decide to purchase,
generating more defined patterns about customer reaction at a time and in a much more predictable space (Lury, 2004). But
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mainly, what makes a brand a valuable asset is the equity that can represent consumers due to the construction of internal
added value attributes given to it (Dioko & So, 2012).

The past two decades have strategically shaped branding, so that the foundation is not only of value creation, but a cohesion
of objectives where the brand is the result of a combination of departmental efforts in a company (Horan, O'Dwyer, &
Tiernan, 2011). However, these departmental efforts must take into account the constraints and adverse conditions generated
from inside and outside of organizations (Wong & Merrilees, 2005), so a strong brand communication strategy is
undoubtedly required to develop strategic bridges that promote a positive perception of all involved in intentionality brand.
Therefore, companies have understood that brand building’s only real purpose is to increase sales of a product or service
generated (Calabro, 2005). These organizations may take into account extrinsic factors to build a more powerful brand that
increases sales, provides financial stability and improves competitiveness in the market.

BRAND VALUE

The intense rivalry situation is very important, not only to outperform competitors but also to create a product that has a
completely unique value (Virvilaité & Jucaityté, 2008). Knowing the most feasible strategies to achieve organizational goals
through the brands is undoubtedly one of the most analyzed and exploited topics (Chu Keh, 2006).

According to Haigh (2010), the intention knowing the brand’s monetary value is based on increasing the market share of the
company. It is in this way that some organizations have devoted their efforts to establishing a methodology to measure how
the product and the brand are related and affect the market value of a company (Ruenmon & Pattaratanakun, 2012).

METHODOLOGY

It is important to analyze the quality of data and the sources. This applies also to the statistic process, regardless of whether a
descriptive or inferential study shows people’s opinion, as the responses and interpretations are as extensive as the techniques
and procedures used to arrive at those results (Tukey, 1962). Because of this, the instrument used must have a scale where
consumers show their feelings in terms of numbers, thus the ability to display the probabilistic trends as expressed on the
brands analyzed.

Prior to developing the questionnaire, it was necessary to identify the brands in the food sector that would be part of this
investigation. The three basic criteria used to select brands and analyze them were:

1. The active securities companies that are trading from 2000 to date. Information available on the website of the Mexican
stock market were analyzed.

2.-Companies considered in the transformation and food industry.

3.-The companies must be without interruptions in the stock market during the study period.

Information was derived from the first quarter of 2014, where the financial statements published of the organizations studied
was located, being the most recent and closest to the application of market survey data.

The organizations of the food-processing industry, which according to their positioning in the market, empirical recognition
and retention in the stock market were considered as objects of direct study, are:

a) INDUSTRIAS BACHOCO S.A.B. DE C.V,

b) FOMENTO ECONOMICO MEXICANO S.A.B. DE C.V.
¢) GRUPO BAFAR S.AB. DE C.V.

d) GRUPO BIMBO S.A.B. DE C.V.

¢) GRUPO MODELO S.A.B DE C.V.

f) GRUPO INDUSTRIAL MASECA S.A.BDEC.V.

g) GRUPO MINSA S.A.B. DE C.V.
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h) GRUPO HERDEZ S.A.B. DE C.V.

These companies are based in Mexico, have investments in the country and provide stock capital for Mexican investors
through national securities institutions. 888 surveys where applied and the questionnaire used the Likert scale.

ANALYSIS AND DISCUSSION

Cronbach's alpha is a coefficient that measures and determines the calculated internal consistency reliability (Gliem & Gliem,
2003). The results can be seen in Table 1.

TABLE 1: QUESTIONNAIRE RELIABILITY TEST
Cronbach’s alpha Surveys

.969 888

The result of Cronbach's alpha can be interpreted as the estimated internal consistency. Considering that it is only a
proportion of the variance, the study was defined as the actual estimated variance. As expressed by Brown (2013), the ranks
ranged from 0.00 to 1.00, meaning unreliable or very reliable respectively. Thus, Cronbach’s alpha for this study was 0.969,
which in real terms means that 96.9% of the variables were random and reliable,

Hypothesis 1. The market perspective on the brand value impacts positively on the ROI.

The hypothetical construct proposed that consumer perspectives on brand value, impact positively on the return on
investment, referring directly to corporate data studied and published in the Mexican Stock Exchange during the first quarter
of 2014. The analyzed variables were:

Independent variable:
Market perspective — Brand value

INDICATORS
Brand awareness
Quality Perception
Brand positioning
Brand identity

Independent variable:
Financial perspectives — Financial performance

INDICATORS
e Return on investment (ROI)
e  Return on sales (ROS 6 RSV)

For the relevance of this study, an initial factor analysis of the items in each of the groups that make up the variable brand
equity in order to obtain only those who will be most representative was made and thereby got the best elements to contrast
against Return on Investment (ROI) and return on sales (ROS), shown in Table 2:

Table 2 shows that only the four best responses, this is one for each group that makes brand value taken, shows that the

values were grouped, ascending to descending, so that it was possible to contrast values against the return on investment
(ROI) in order to generate a linear regression showing how it behaves in each case and thus obtain a result for the hypothesis.
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TABLE 2: FACTORIAL ANALYSIS OF THE MOST REPRESENTATIVE FACTORS

KEY ITEM VARIABLE VALUE

Bl I am familiar with the following corporate Brand awareness 0.0581
brand.

D2 This Brand is attractive Brand attractive 0.0459

El This Brand give me status Value related to competition 0.0219

C3 The probability that this Brand products Products reliability associated with corporate 0.0135
are reliable is high branding

Hypothesis 2. Brand awareness is the factor with more return on sales impact.

For this hypothesis, the same criteria was used, like in Hypothesis 1. The most representative items were compared with the
return on sales obtained from data published by the Mexican Stock Exchange considered.

The results are:

P HI —rejected
ROI =.035-.002 Awareness +.001 Quality -.001 Positioning

Note that in the above result, variable identity is not presented because it did not reflect significance. The result reveals that
the only indicator that impacts positively on the return on investment (ROI) is the perception of product quality, as the other
indicators are negatively impacted. This indicates that consumers perceive the better the quality of food produced and/or
marketed by the brands analyzed, the greater the effect on the profitability of their companies.

P H2 - accepted
ROS=.102+.004 Awareness+.001 Quality-.002 Positioning+.001 Identity

This result shows that brand awareness is the indicator with more return on sales impact, showing that the more you know
the products, the tested brands will gain a greater increase in the return on sales. In relation to quality and identity, the affect
is smaller and positioning does not impact positively on the ROS, which is very consistent since positioning a brand is an
activity that generates long-term results and measured variables were short term.

CONCLUSIONS

This study is a tool for measuring the effect of an intangible asset such as a brand and what effect it has on financial
performance. In other words, it allows us to measure the effect of analyzed variables and identify their effect on the financial
performance of a company such as ROI or ROS.

Calculation Model: Financial performance = B, + B; Brand value

It states that the formula proposed by each unit increases the variable value brand in the increasing financial variable.

The main limitation of this tool is the financial information, due to the lack of access of the numbers of analyzed companies.
The formula specified above can be used to measure effects for a specific company as a business or industry. The results can
be reliably inferred and there is scientific support for using the method of ordinary least squares estimation, also known as

linear regression, paying special attention that the regression model assumptions are met.

Concerning the implications for management or practical application of knowledge in business, the proposed model shows
an alternative for those entrepreneurs willing to respond to objective questions and quantifiable information as how much to
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invest in advertising or in the attributes of the product or service and what financial effect these investments will have,
thereby allocating more resources to those strategies that generate a greater impact on profitability and enabling the company
to achieve a competitive advantage.
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