COMPETITIVE SPIRIT

The world is changing...
Are you?

Ruchi Gunewardene poses a
number of pertinent questions

I

In this fastchanging
business world,
value creation is shifting
from the conventional bricksand-mortar structures to relying
more on intangibles. So there’s
been a corresponding shift in the
way business value is created.
Most of the intangible value of
a business is captured in its brand.
Therefore, measuring and tracking
its performance becomes a key
driver in the value-creation process.
Businesses that are light on assets
generate value as they shed supporting
infrastructure – such as constructing
factories for manufacturing activities,
or buildings to house services – be
it for retail, hotels and so on. This
enables businesses to focus on the core
capabilities that differentiated their
products or services in the first place.
The world’s most valuable company
Apple sells many products, but it
doesn’t own a single plant, as

manufacturing is
outsourced to China.
Apple deploys much of its
resources to creating intellectual
property across its portfolio of
products.
Likewise, the world’s most valuable
start-up Uber boasts a value in excess
of US$ 60 billion. Yet, this taxi service
doesn’t own any vehicles. Uber’s
intellectual property is the IT platform
that operates the system that fuels its
value.
In this new world order, disruptions
can occur from any quarter, with a
trend in one part of the world being
replicated in another. This is precisely
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what transpired here, in Sri Lanka,
when the nation’s most valuable startup PickMe launched in the middle
of 2015. Uber followed with its Sri
Lanka launch, not long afterwards.
The challenge for established,
old-world businesses is to adapt and
adjust. They need to up their game
by harnessing greater efficiency and
quality, with a single-minded focus
aimed at being world class. If they
fail to do so, a competitor (from

technological change has resulted in a
host of companies becoming irrelevant.
They include the likes of BlackBerry,
Kodak, Nokia and even Sony. For the
second time, the brand value of Apple
increased to above 100 billion dollars,
assisted by rising confidence in the
developed world.
SRI LANKAN BRANDS In Sri Lanka,
the overarching theme that emerges
in this year’s results is an increase in
the perceived risk facing the economy,
which has impacted brand valuations.
Despite the newly elected
Government consolidating its position,
the national economy is struggling
under the weight of substantial
debt accumulated by the previous
Administration, without a clear strategy
to reduce the budget deficit. This is
in addition to heightened economic
pressures in the rest of the world –
such as the slowdown in China,
the depreciation of the Sri Lankan
Rupee and increased capital outflows,
as international investors seek less
risky assets to invest in.
This unfolding scenario has had a
negative impact on brand values in
this year’s table, as investors perceive
greater risks associated with expected
performance. So future royalty

earnings would be worth less in
present value terms; and as a result,
the cumulative brand value of the
brands that have been ranked has
fallen by Rs. 4 billion, to 426 billion
rupees. In fact, as many as 57 brands
have fallen in value this year.
The most valuable Sri Lankan brands
include the three major state banks –
viz. Bank of Ceylon, People’s Bank
and National Savings Bank (which has
moved up two places from last year).
Sri Lanka’s only ‘Triple A’ brand
Dialog Axiata is in fourth place.
Dialog has been a leader on our table
for many years, and the strength of its
strong brand management has resulted
in it being a force to be reckoned with.
Given its remarkable performance
last year, Lion Beer storms into sixth
position, while the other notable
performer is Nestlé Lanka, which has
graced the top 10 for several years.
Since its placement outside the top
10 four years ago, Nestlé has steadily
progressed up the Most Valuable
Brands table, to secure the No. 7
spot this year, too. It appears that the
portfolio of brands under Nestlé has
been fine-tuned to fuel this growth.
The main use of the table is to
ascertain the performance
of a brand over time, rather than
focus on its absolute number.
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anywhere in the world) will enter
the market, and capture market
share with a better, more efficient
product or service offering.
This is the bewildering reality that
conventional taxi operators are facing
in Sri Lanka. The business model
changed so dramatically that new
competitors are now playing an
entirely different game. It follows
that they will find it difficult to
compete. This underlines the need
for constant innovation, where
research and development is
key for long-term survival.
GLOBAL BRANDS The transition to
an intangibilities-driven economy has
never been as prominent as it is today.
Corporations that are at the forefront
of innovation have been the biggest
winners in this year’s Brand Finance
Global 500 brands. Seven of the top
10 Most Valuable Global Brands
(Apple, Samsung, Google, Microsoft,
Verizon, AT&T and Amazon) are in
technology-related sectors, where
investments in brand and R&D
are important to staying
relevant to consumers.
The speed of
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The challenge for those in the top
50 is to ensure that they maintain a
single-minded focus on growth, by
strengthening the brand that has been
established through the rating process.
This needs to take place by means of
defining – or redefining – the brand,
where relevant, and by constant
differentiation through innovation.
On the other hand, the brands at
the bottom end of the table have their
work cut out, to define themselves
and establish a strategic approach
to long-term brand building.
UNLISTED BRANDS In this segment,
all categories of products and service
brands that are not listed on the stock
exchange have been considered. This
represents a brand perception study
carried out among consumers who
may or may not be the actual users.
So this is a measurement of the
perceived attributes of quality,
reliability, distinctiveness, reputation
and trustworthiness. We have
conducted this research for eight
years consecutively, and note that
some common threads have emerged
during this time.
The Unilever brands have always
taken centre stage, and they continue
to dominate the rankings. Unilever’s
range of brands in personal care, home
care, fabric care and F&B lead the
way in each category, and they’re
way ahead of the competition.
This year, Unilever’s brands have
performed admirably, with as many as
17 making the list – the highest number
that the multinational has had so far.
This is a validation of the structured
and systematic processes that drive
Unilever’s brand management system.
Last year’s top two brands – Dettol
and Sony – remain where they were.
They are followed by Johnson’s Baby,
Atlas, Sunlight, Panadol and Harpic,
all of which have been consistent

performers at the top of the Unlisted
Brands rankings for several years.
CONGLOMERATES As branding
applications become increasingly
important to corporate entities,
we embarked on a review of the
brands in the diversified corporate
(or conglomerate) sector.
For the purpose of this study,
we defined a corporate as a holding
company with diverse operating
divisions. This enabled us to ascertain
how effectively organisations that have
different portfolios (under the same
holding company) are managing
their corporate brand.
Last year’s number one brand John
Keells Holdings retains its position at
the top, followed by Hemas Holdings
and Softlogic Holdings – they have
exchanged positions from last year.
The challenge for these brands is to
be able to stand for a proposition that
is broad enough to encompass all the
(varied) businesses in which they’re
involved, but to be sufficiently
dynamic to create relevance
across businesses.
Most of these brands have evolved
over time, with little strategic input
and actual corporate brand
management. The CEO is essentially
the manager of the corporate brand;
and he or she has to actively shape it,
if the brand is to be used effectively
as an important asset of the business.
EXPORTERS These are brands that are
marketing Sri Lankan products to the
world. To be successful, they must
have world-class products and services
that are captured by an excellent brand.
To be successful in global markets,
these companies have high standards
and compete with the best in the world.
This is precisely what is demonstrated
by the companies that head the Export
Brands list.
As in the prior year, Brandix Lanka
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and MAS Holdings head the rankings,
followed by Virtusa and MJF Exports
(they have swapped places from last
year’s pecking order). A number of
IT companies make the list this year,
with Virtusa and MillenniumIT being
followed by hSenid, WSO2 and WNS.
In selecting these brands, our
approach has been to focus on high
value additions, customer perceptions
and specialisation in areas where
there’s greater price elasticity. This is,
in essence, Sri Lanka’s export strategy
– and it should be followed by others.
MULTINATIONALS This new listing
includes entities that have a majority
holding and are part of a multinational
network, with direct investments in the
local company. It excludes businesses
that operate under licences or
franchises. It’s no surprise that the
long-standing and largest FMCG
company Unilever heads this list.
It is followed by another two highprofile companies, Dialog and Nestlé.
A TIMELY STUDY As corporate
performance is being increasingly
driven by exploiting ideas, information,
expertise and services – rather than
physical products – the balance
is irrevocably moving away from
acquiring tangible assets. Intangible
assets have tipped the scales over
tangible assets, to create value for
corporations in the global economy.
However, the fact that most of the
intangible value of a company is not
disclosed on balance sheets illustrates
how poorly understood intangibles
still are – by investors and management
alike. This lack of information leads
to poor decision-making and
systematic mispricing of shares,
by investors.
To this end, our annual brand study –
which is conducted among companies
that publish their annual reports – is
indeed, timely.
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