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What is the value of a brand?

* Are some brands more valuable than others? Why?

e Why do some firms market several brands?

e \ertical differentiation

e Horizontal differentiation

® [egacy acquisitions
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We use banner changes to examine brand value

e Does changing banners improve store performance?

e Do effects vary in store or demographic characteristics?

e What are the returns associated with changing banners?
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We use banner changes to examine brand value

e Does changing banners improve store performance?

e Do effects vary in store or demographic characteristics?

e What are the returns associated with changing banners?

Grocery stores are a good industry to study!!
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Grocery stores control many banners
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Some grocers build portfolios through acquisition
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Many grocers market “value” & “premium” banners

Income by Banner
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Some grocers use banners to target cultural groups

Ethnicity by Banner
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Some banners perform better than others

Table: Average annual performance metrics - prior to a banner change

Sales / Store Sales/ Profit / Store
Banner Type ($MM) Square Foot ($MM)
% Difference between
Destination & Origination 28.9% 35.3% 41.6%
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Banner changes result in higher store sales
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Banner changes result in higher gross margins
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Banner changes increase profit margins

0.4

o
[

DID = 20.7%
(2.84%)

Average Treatment on the Treated (%/100)
o
o

-20 -10 10 20

Months Since Banner Change

Dong, Koh, Raval, Wendling (FTC-Yonsei) Banner Changes FTC Marketing Conference 11/17



Banner effects do not vary across departments
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Banner changes have a positive return

e Banner changes cost approximately $1.8-3.5 MM

e NPV =$12MM

e ROI=7.5%in 5 years
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Banner changes have a positive return

e Banner changes cost approximately $1.8-3.5 MM

e NPV =$12MM

e ROI=7.5%in 5 years

But: < 20% stores in origination banners switch. Why?
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Why do grocers not switch more banners?

e Significant overlap in origination and destination performance
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Larger effects when original banner was weak

e Banner strength defined by the number of stores of the same
banner in the MSA
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We have a lot more planned!!

© Model choice of which banners switch

® Decompose effects into horizontal vs. vertical differentiation

© Examine changes in private labels

@ Model effects of competition

© Look at additional banner changes
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Thank Youl!



