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MARKET MULTIPLE "ENTERPRISE VALUE/APPRAISED BRAND VALUE" QUANTITATIVE
DETERMINATION AND ITS COMPONENTS CROSS-CORRELATION RELATIONSHIP ANALYSIS

Summary. “Enterprise value/Appraised Brand value” market multiple use possibilities in applied
econometrics field, or rather in assets independent valuation/appraising, are educed and analyzed. Methodology
and quantitative indexes of that multiple are offered and obtained on the concrete example of brand name valuation.
It is set that such special intangible assets, as brand name and goodwill, are able to change their value
characteristics in both directions and change the annual depreciation/obsolescence sign during the separate periods
of economic life, made it positive or negative. Obtained quantitative indexes of “Enterprise value/Brand name
value” market multiple are analyzed and interpretation of these results is executed. This multiple high sensitivity
to the influence of market value changes sources for this class of researched intangible assets is set. It is educed
that there is close high-density statistical relationship between the appraised trademark value indexes and
enterprise market value. It is showed that at brand appraising/valuation procedure is not recommended to apply
any accounting book-keeping amortization indexes, as they are not the reliable indicator of factual
depreciation/obsolescence. It is educed that for these types of intangible assets researched
depreciation/obsolescence mainly depends on their advertizing and information support, which are measured by
associated cash flows expenses, invested by owner in its development. It is set that during the period of brand
existence a multiple change of its depreciation/obsolescence sign on the separate time periods is possible. For
brand it depends on sufficient informative and advertisement support implementation, that’s why these price-
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forming factors must be taken into account at market value and depreciation/obsolescence determination
procedures. In this connection it is possible to assert that brand value is very sensitive to these parameters change,
which are considered as rapidly variable price-forming factors with high dynamics indexes. It is proved that high
positive value of the correlation coefficient, obtained for “Enterprise value/Appraised Brand value” market
multiple components, give grounds to characterize degree of its statistical relationship density as suitable for use

in evaluation purposes.

Key words: market multiple; brand name; trademark; independent valuation/appraising; market value;

intangible assets; depreciation/obsolescence.

Introduction and overview. In the field of
applied econometrics, especially — of independent
expert real estate and property rights evaluation, a
number of market multiples are used. Usually these
multiples are determined as appraised enterprise market
value to certain constituents of capital base ratio. As the
capital base constituents some various economic
indicators of enterprise activity are usually used. In this
context considerable interest presents research of
relationship between total enterprise value indexes,
appraised as on-going operating business value, and
appraised brand/trade mark value. In this way the part
of brand value in total enterprise value can be defined.

Relevance of the chosen topic. Literature
review. Brandname, which is the commercial name of
enterprise’ branded business, is indissolubly related to
its business reputation, goodwill. The name of brand, or
brandname, after it became popular for consumers and
business partners, brings to the enterprise not only
economic preferences, but also deserved public
confession and consumers respect. Therefore an
absolute title value of brand using must be considered
not only as an object of intellectual property that has a
fully certain market value index, but also as important
intangible asset advantage [1, p. 116], which is the main
part of goodwill basis. There is established that
intangible assets surplus value, such as business
reputation, brand, now-how, patents, copyrights, which
are not represented in accounting balance, presents in
"Coca-Cola" in evaluation of 96%, in IBM - 83%, in
British Petroleum - 71% of these companies total
market value. The whole set of the above mentioned
intangible assets types unites are consolidated in the
concept of goodwill. On other sources, about 75% of
"Coca-Cola" market value is determined by the
combined value of trade marks, which belongs to this
company. When "IBM" executed the "Lotus"
company— computer software programs supplier —
takeover, the market value of "Lotus" at last exceeded
its published accounting value in almost 15 times. In
this case "IBM" paid 3.5 USD bin for a company that
was apprised in 230 USD min only. The reason is that
the "Lotus" owned a large number of intangible assets
- for example: trademarks, permanent regular
customers’ lists, high professionalism of personnel,
accrued software developments and other [2, p. 45].

Above mentioned examples of material and
intangible assets value correlation also are confirmed
by examples of Ukrainian practice. So, in 2005 the sale
of 93.5% stock share capital of "Aval" bank to
Raiffeisen International of Bank Holding for a 1.028
USD blin, more than 20% of this price presents the
brand value [3, p. 19]. Thus, in large and economically

successful Ukrainian enterprises appraising, potential
investors more often pay attention to its intangible
assets value. From the source of Ernst&Young
company, in the property assets structure of some
worldwide most valuable corporations (just like
Disney, Microsoft, Nike etc.) intangible assets now
presents over a half of total company market value [4,
p. 349; 5, p. 21]. The trademark high priority for the
goodwill value is also marked in [6, p. 24]: "goodwill
foremost is the public opinion about the brand name,
trademark, style, logotype, projects, commodities,
customer relationships, and any other intangible
objects, that are in property or under control of a
company". A brand/trademark is in this context must be
considered as an external objectification of goodwill, as
the separately identified intangible asset.

It especially touches hi-tech and knowledge-
intensive enterprises. For example, the Microsoft
corporation, having market capitalization appraised in
the few hundred USD bins, counts on book-keeping
balance of material assets only on a few USD mins. For
such companies intangible assets and goodwill, are
created by them, becomes a dominant factor in
company market value basis. Jasyshena, V. V. &
Poslavs'ka L. I. showed, that in market conditions a
trade mark is one of main instruments, that influences
on a competitiveness and enterprise market value, and
influence of intangible assets on the enterprise market
value increase often is more significant, than material
assets of company [7, p. 44].

A number of researches confirms high prevalence
of companies’ valuation on the multiple basis.
Comparative analysis of multiple-based evaluation
methods use frequency, presented in 2007 by the
analysts of Morgan Stanley Research, showed that
traditionally most often are used multiples of profits
earnings and cash flows. On the conclusion of analysts
of Merrill Lynch, on the first place there is an index of
earnings cash flows. This index, on questioning results,
was a leader in 2001 among 23 considered multiple
coefficients and retains steady interest of appraisers -
about 46% of analysts taking part in questioning used it
constantly. So, recommendations on the multiple
indexes selection most often are concerned on
EV/EBIT (Enterprise value/Earnings before interest
and tax) and EV/EBITDA (Enterprise value/Earnings
before interest, tax and depreciation) market multiples.
Also the P/E ratio, or the PER (Price—earnings ratio),
PEG (Price/Earnings to Growth ratio) which are based
on the ratio of a company's share/stock price to the
company's earnings per share, are widely used [8, p. 1;
9,p.44; 10, p. 135.]
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In compare with Income Approach, in particular —
Discounted Cash Flows (DCF) method, multiple-based
methods of Comparative Sales Approach, such as
price-to-earnings (P/E), price-to-revenue, or price-to-
book value ratios, that are compared to historical norms
or to other firms in the same industry, are inferior
heuristics even though they may at times vyield
valuation estimates equal the DCF method results [11,
p. 6]. Asquith, P., M. Mikhail and A. Au established
that various discounted cash flow methods for share
valuations were used in only 12.8% of the reports,
while 99.1% of them use multiple-based methods, and
mainly used are ratios on different types of income -
P/E, EV/EBIT, EV/EBITDA. Asset multiples were
applied in 25.1% of the report, but other share valuation
methods were used very rarely, for example, the PEG
measure was applied in only 7 of the 1,126 reports [12,
p. 245].

Research carried out by Blazej Prusak shows that
Polish financial analysts apply for valuation purpose,
the following methods, are classified as belong to
Income Approach: DCF, discounted residual income
(RIV) and the dividend method. The significance
assigned to income methods is then compared to that of
the market approach. The analysts attribute
significance to individual methods in a subjective
manner, but generally it can be established that they
treat income methods and the market approach as
having equal importance in about 69% of the cases and
they favor income methods in about 30% of the
observations. Comparative Sales Approach, based on
multiples methods, were used in 503 of total 560
number of observations, what means 89.82% [13, p.
423]. Pablo Fernandez noted that the typical errors
when using multiples are, in particular, using the
average of multiples extracted from transactions,
executed over a very long period of time, and using the
average of transactions multiples that have a wide
scatter. [14, p. 29].

In this connection great scientific interest presents
the research of quantitative parameters determination
of relationship between the intangible assets value -
and, in particular, the brand value of enterprise - and its
total market value. Determination of enterprise market
value with the use of Comparative Sales approach
methods may be based on the use this multiple. A
market value/any price-forming factor ratio multiple is
a coefficient that shows a relationship between total
enterprise value index and the selected element of
capital base. So, a capital base of evaluation multiple is
a measuring instrument that reflects some financial
results of enterprise activity and on-going business
economical efficiency. In nowadays evaluation practice
two types of multiples are used: interval and one-
moment. At evaluation procedure performing it is
recommended to apply a few multiples simultaneously,
that allows to produce results information statistical
processing [15, p. 241].

It is established that at the estimation of large
companies evaluation procedure performing great
number of indexes, reflecting enterprises economical
activity and influencing on their stock price course, is

wide enough and heterogeneously manifold. Hereupon
for appraiser is difficult enough to define reasonable
preferences about the most adequate informative
parameter, relative to measured value, in different
indexes plurality [16, p. 23]. Results are got on the
alternative indexes of capital base constituents will be
different one from other, as a result of different cross-
correlation relationship density between the enterprise
market value indexes and indexes of separate
constituents of capital base is used. Therefore the
resulted concrete value estimation can be presented as,
for example, weighted average value got from a few
indexes, with taking into account the reliability degree
of statistical data on each of the market multiples [17,
p. 35]. So, executing evaluation procedure, appraisers
analysts try to use the maximal number of the most
reliable multiples for calculations, because different
multiples application of general capital base leads to a
few variants results definition that substantially will
differ one from another. Range of the got results
divergences can be wide enough, that is why the greater
amount of used multiples will help to educe by
appraiser the most reliable value interval. This
procedure is based on mathematical methods, but there
are also economic criteria that ground the reliability and
objectivity of these economical measurements on
multiple kind selection [18, 2014]. That’s why research
of statistical relationship between total enterprise value
indexes, appraised as on-going operating business
value, and appraised brand/trade mark value, are the
urgent task of today.

Scientific problem formulation.
Valuation/appraising of intellectual property rights
objects, such as brands and goodwill, using the Costs
Approach/Compared Sales Approach combination, is
based on different economic indicators of enterprises.
These indicators are used as a primary data for market
value determination. These indexes are differently
related to the brands value, and statistical relationship
between these parameters researches, indisputably,
presents both theoretical and practical interest. Because
of the closeness of cross-correlation relationship
between assets market value and these primary data
parameters directly depend evaluation results accuracy
and reliability.

Identification of previously unsettled parts of
the general problem.  Contradiction and
incompleteness of given data in the various sources,
concerning the problem of relationship between the
indexes of the total enterprise value, appraised as a
value of operating business, and its brand value, with
the use of that this business is conducted, makes actual
the question of quantitative determination and
dynamics research of market multiple, that links these
two indexes. The decision of this problem has an
important value for practical activity in the field of the
independent evaluation of brand property rights value.

Purpose of the article. The purpose of the article
is possibilities analysis of the market multiples "total
enterprise market value/the appraised brand value" use
in property rights independent evaluation. To define the
quantitative  estimations  of  cross-correlation
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relationship ~ strength  between these economic
parameters, which are used as primary data source in
Costs  Approach/Compared  Sales  Approach
combination. To perform the comparative analysis of
cross-correlation relationship density between the
brand value, appraised as intellectual property object,
and total enterprise market value, used as the main
price-forming factor. Researching and approbation of
this multiple quantitative indexes determination
methodology on the certain example of brand
evaluation. Dynamics time changes research of total
enterprise market value and appraised brand value.
Analysis implementations of the offered multiple
quantitative  indexes and its interpretation.
Determination of perspective directions of further
researches in independent expert evaluation
methodological base development context.

Theoretical background. Trademarks and
goodwill, which are very specifical intellectual
property types of intangible assets, are able to change
their market value both in the direction of decrease,
what means positive depreciation, and in the direction
of increase - what means negative depreciation. So,
during the economical life period their market value
may vary in both directions, demonstrating alternating
sign-changeable  depreciation. ~ For  successful
enterprises brands there is a general tendency to
increase their value over time, accordingly with
enterprises appraised value - which means a negative
depreciation of both parameters. But the characteristics
of the value change in time of assets listed above, used
in accounting documents, do not correspond to the
actual value time changes. Annual
depreciation/amortization indicators, are used in book-
keeping, accounting and financial reports documents,
very often suggests brand value reduction over time
only. In fact, it is growing rapidly in the same time —
but accounting standards and rules does not take into
account the possibility of these intangible assets value
factual increase, i.e. the negative depreciation presence
[19, p. 393].

Earlier we formulate the conclusion about the
inexpediency to wuse the accounting data for
depreciation/amortization  in  trademark  value
determination, executed by the Costs
Approach/Compared Sales Approach combination
methods. That’s because book-keeping, accounting and
financial reports documents data are only the
consequence of the completely conditional rules for
assets accounting use, set by the normative regulatory
framework for the financial statements. It was proved
that these data are not related to factual changes of
intellectual property objects market value [20, p. 728;
21, p. 216].

Often there are paradoxical situations when value
of intellectual property objects is reduced, according to
the accounting data of depreciation/amortization, and
evaluation practice in the same time confirms the fact
of its value multiple increase. For the independent
evaluation, when the Costs Approach/Compared Sales
Approach combination is applying, we can state
absolute inappropriateness of accounting data

considering for intellectual property objects with
alternating depreciation sign valuation [22, p. 48]. So,
the correct choice of adequate indicator, which
determines the relationship between total enterprise
market value and the appraised brand value is the
pressing problem of today. The fact of both these
parameters negative depreciation, demonstrating a
tendency to increase their value over time
synchronously, allows suggesting to use one of these
parameters is known, as primary data source for value
determining of other.

Hypothesis. The work is verification of basic
hypothesis, in obedience to that at the brands
valuation/appraising procedure performing as primary
data parameters may be recommended to use those
indicator parameters, which are characterized with the
functional or closest statistical relationship and,
respectively, the highest cross-correlation coefficient.
Research is based on fact that these intangible assets are
able to change their value characteristics in both
directions, and change the annual depreciation sign
during the separate periods of economic life, made it
positive or negative. Available primary data suggest
that total enterprise market value is closely connected
with  appraised brand  value.  Relationship
characteristics between these indexes, probably, will
open the possibility to use market multiple "total
enterprise market value/the appraised brand value" for
brand value determination, and otherwise.

Methodology. The general methodological base
of the article is scientific and special for the subject
sphere of scientific cognition knowledge methods,
typical for econometrical researches. The choice of
methodological approaches is conditioned by the
specific of the economic measurements, which are
executed by independent expert appraising/valuation
methods. The research is grounded on mathematical
simulation and mathematical statistic quantitative
methods. Research methodology also envisages
generalization of previous publications results from
scientifically-research sources and open sources
statistic information about the enterprises activity
economic indicators. Basic principles of independent
expert appraising/valuation made the general
methodological basis of the article, in particular -
principles of Utility, Substitution and The Highest and
The Best Use. To the certain methods of research
belongs the method of cross-correlation analysis and
time value of money theory elements.

XovdvuyTivy peceapyn ovd pecLVATC. MopkeT
WOALE 0P VY OLGGET SETEPLUVATIOV, Baced OV TN
€ Xooto Annpoayn/Xounaped Xarec Annpooyn
YOUPLVATIOV HETNOOG, GUNTOGEGS TNE LGE 0 LOPK
€T TPLYE LOATITAES. A LOPKET LVATITAE LG O Y OED
OLYLEVT ONOMLVY PEAATIOVONIT BETMEEV TNE WOAAL
OTIOV OPPEYT LAPKET WAAVE OV COLE EXOVOULYOL
A Pooty TapopeTeP. 0, TNIC PACLY TOPAUETEP 1G
, IV 0oy T, 0L LeacLPEUEVT LVOEE, pedAeyTed TnE dLv
aVvyLoA PpeCLATG 00 eviepmpioe ayTimity [17]. Ac
1T OOC LOPKED OfomE, TNEPE LG O AOT 0P LOPKET
HUATITAEG OpE LGE POP EWAAVATIOV TVPTOGEG L]
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Ec (Evtepnpioe waive)/NI (Net Ivyope); Ec/OIBA
A (Omepartivy Ivyoue Bepope Aenpeytatiov Avd A
poptilatiov); E/EBIT (Eapvivys Bedope Ivtepes
T avd Ta&eo); E/EBITAA (Eapvivys Bedope Ivtep
eot, Tageo, Aenpeytatiov avd Apoptilatiov) avd
coov [17, m. 38].

The presence of reliable statistical data about the
appraised brand value (BV) and total enterprise value
(EV) on long-time period gives an opportunity to
consider market multiples EV/BV as evaluation
instrument, which belongs to the group of one-moment
multiples. The reason is that EV/BV coefficient ratio
gives us quantitative index in one point only, in one
fixed evaluation date. Of course, both appraised brand
value (BV) and total enterprise value (EV) are time
functions, that’s why EV/BV multiple on long-time
period also is described by a time function. So, present
or expected value of EV/BV multiple can be used for
further evaluation procedure, depending on the
evaluation date. Such multiple can be used for the
increase the number of taking into account variants of
expected scenarios, and thus it is able to provide higher
evaluation result accuracy for the intellectual property
objects, which are the part of company’s intangible
assets. We assume that as the most suitable primary
data parameters for brand evaluation may be
recommended those indicator parameters, which are
characterized with the closest statistical relationship
and, respectively, the highest cross-correlation
coefficient with BV. In that case, if, for example, if EV
and EV/BV multiple are obtained during any period of
time, BV quantitative indexes for present or further
period can be easily calculated.

At the beginning of 2018 the annual evaluation
results of the world most valuable brands were
published. Especially, available is brands rating
prepared by Brand Finance Company, authoritative and
well-known world-wide independent consulting
company in the field of financial strategy and trade
marks evaluation. A company was founded in 1996 and
during more than 20 years have helped companies and
organizations in trademarks evaluation, making
possible reliable determination of comparable value
indexes.

According to the data of Brand Finance, world
leaders among the most valuable trade marks in 2018
were Amazon, Apple Inc. and Google. Apple Inc.
defended 2nd place in the ranking, with brand value
rebounding to $146,311 USD min, after the 27%
decline previous year 2017. Apple Inc. has failed to
diversify and grown over-dependent on sales of its
flagship iPhones, responsible for two thirds of revenue.
Poor Q4 2017 sales of iPhone X at only 29 million
handsets fell short of expectations, and the model is
predicted to be discontinued later. With the advent of
emerging world brands like Huawei, Apple Inc.’s
increasing focus on what are effectively luxury
products may value the brand a fair share of the global
mass market, limiting the potential for brand value
growth. So, the rank of Apple Inc. brand in 2017 top 10
list was 2, with BV = $107,141 USD min; the rank in
2018 top 10 list was also 2, with BV = $146,311 USD
min and brand rating AAA+ , with increase on 37% [23,
p. 1]. On a fig. 1 the trends of time change of these two
indexes - appraised brand value BV and total enterprise
value EV of Apple Inc. on long-time period 2007 - 2018
are shown.

Brand value / enterprise value
700,000
j
2018
525,000 Value (USD milliong): 146,311
Enterprise Value (USD millions); 548,621
e ——
- /
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Figure 1. Dynamics of changes in time of total enterprise market value and the appraised brand value
for Apple Inc. So u r c e: Brand Finance, 2018, p. 1.

We will conduct a retrospective analysis. As it is
recommended by [24, p. 753], analysts could obtain
balance sheet amounts from prior years from earlier
annual finance reports, when the firm provides
sufficient information, which is enough for restate prior
years’ financial statements using reasonable

assumptions. In this case we use appraised value
estimations, which are more reliable for evaluation
purposes. These primary data are sufficient for the
precise calculation of depreciation parameters and
market multiple EV/BV. As we can see on fig. 1, during
a retrospective period there were few periods of
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enterprise and brand value decrease, on its increase
general trend background. So, during short-time gap
interval 2008 - 2009, 2013 - 2014 and 2016 - 2017 it is
possible to mark the decline periods of enterprise and
brand value. Thus, in the first and last of these short-
time periods there were facts of both parameters
synchronous value decline. Value time function
transition from ascending to falling, and vice versa,
means the sign change of this function first derivative.
Value time function change direction on increase or a
decline causes instability, which became a source of
allegations about the enterprise cost overvalue, done on

the basis of the estimation executed in 2012 [25, p. 46].
Similar pessimistic prognoses were set forth at of EVA-
analysis implementation, obtained in the same 2012 by
analysts of EVA Dimensions LLC (in the field of
financial data, valuation analytics, and investment
management) and of Stern Stewart & Co. (in the field
of financial and incentive consulting). EVA (Economic
Value Added) is a firm’s true economic profit after
deducting the full opportunity cost of all invested
capital, equity as well as debt. That forecasts envisaged
the linear sales volumes decline and, accordingly, EVA
Margin reducing (see fig. 2).
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Figure 2. Forecasted in 2012 dynamics of Apple inc. EVA Margin changes in time.
Source: Sterling & Burkett, 2012, p. 14.

In obedience to the valuation, executed in
accordance with the accepted suppositions, a statement
was made in 2012 shows that EVA Margin of Apple
inc. must go down from 18.3% in 2012 to 10.0% only
in 2017 (-170 bps per year for next 5 years), to equate
to the current market value. In the previous 5 years
period, 2008 — 2012, EVA Margin has ranged from
13.2% to 18.3%, with a general tendency to the trend
increase [26, p. 14]. The real factual data in relation to
further economic development of Apple, are given
above (see fig. 1), did not confirm these pessimistic
prognoses until now. Therefore for a further analysis
we will be based on factual data of Brand Finance,
2018, p. 1. For this purposes, first of all, the precise
determination of used terms and concepts is need. BV
index is obtained as the value of the trade mark and
associated marketing intellectual property objects
within the branded business. Brand Finance keeps to
the requirements of internationally recognized standard
on Brand Valuation — ISO 10668 “Brand valuation --
Requirements for monetary brand valuation is a
specification”. This standard was issued by the
International Organization for Standardization (ISO)
for the procedures and methods of monetary brand
value measurement concretization. It was developed by
ISO technical committee ISO/TC 289 and was
published for the first time in September 2010. 1SO
10668:2010 specifies a framework for brand valuation,

including objectives, bases of valuation, approaches to
valuation, methods of valuation and sourcing of quality
data and assumptions. It also specifies methods for
reporting the results of such valuation.

In p. 2.2 it defines brand as a marketing-related
intangible asset including, but not limited to, names,
terms, signs, symbols, logos and designs, or a
combination of these, intended to identify goods,
services or entities, or a combination of these, creating
distinctive images and associations in the minds of
stakeholders, thereby generating economic
benefits/values. In p. 2.3 it defines intangible asset as
an identifiable non-financial asset with no physical
substance. Let we notice that this standard makes
difference between brand and trade mark. In p. 2.8 trade
mark is defined as a legally protectable sign, or any
combination of signs, capable of distinguishing the
goods or services of on undertaking from those of other
undertakings [27, p. 2].

Under the enterprise market value there is
mentioned value of the entire enterprise, made up of
multiple branded businesses. Where a company has a
purely mono-branded architecture, the ‘enterprise
value’ is the same as ‘branded business value’. Brand
Finance always conducts a branded business valuation
as part of any brand valuation, so brand should be
viewed in the context of the business in which it
operates. Analysts evaluate the full brand value chain,
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in order to understand the links between marketing
investment, brand-tracking data, and stakeholder
behavior. Brand Finance use the Brand Contribution
concept, which means that the overall uplift in
shareholder value that the business derives from
owning the brand rather than operating a generic brand.
According to the authors of this research, they are
estimate the brand values as those of the potentially
transferable brand assets only, making ‘brand
contribution’ a wider concept. An assessment of overall
‘brand contribution’ to a business provides additional
insights to help optimize performance [23, p. 1].

Let’s analyze closer the trends character of
appraised brand value BV and total enterprise value EV
time changes, are shown on fig. 1. As we can see on a
fig. 1, both investigated indexes on long time gap
interval 2007 - 2018 demonstrate the general tendency
to the increase. From the trends diagram given above is
evidently that both indexes have some temporal periods
of value decline — which are a rather exception, than
rule. As it is evidently from a fig. 1, during a
retrospective period the synchronous value decline of
both investigated indexes were observed only twice,
namely - in 2008 - 2009 and 2016 - 2017. In these brief
periods, by duration no more, as 1 year, diagram
displays both enterprise and brand positive depreciation
presence, id est value reduction in time. But a general
tendency was a negative depreciation presence, which
arose up as a result of monotonous increase of
investigated indexes on long-time period interval —
what is rather typical for this class intangible asset [20,
p. 735].

The analysis of indexes change dynamics,
prepared above, shows the very special character of
some kinds of intangible assets value time changes
trends. As we can see, in particular, brand and

enterprise goodwill displays a unique characteristic of
positive and negative depreciation, id est market value
reduction or increase, in separate periods during its
economic life. Coming from it, it is possible to expound
supposition, that the corresponding temporal declines
of brand value were the result of advertising and
information support influence factors. Value time
changes and its depreciation characteristics showed
indirect connection between appraised brand value and
annual depreciation indexes.

Thus direction of changes of brand value, id est its
reduction or increase in time, determines the sign of
annual depreciation quantitative indexes. In general
case, at the brand value increase on long-time period,
annual depreciation indexes are negative; in separate
short periods of brand value temporal decline, these
indexes are positive. The last fact underlines only the
general tendency of these intangible assets ability to the
permanent increase of appraised value. As we suppose,
it is possible mainly due to accumulation in this value
investment cash flows for the brands advertising and
information support. It is possible also to set forth a
hypothesis about the presence of close cross-correlation
connection between that cash flows and brand value,
because indexes of brand and goodwill values are in
clear synchronization in periods of reduction or
increase.

It grounds quantitative determination principles of
an offered market multiple “total enterprise market
value/the appraised brand value”. The numerical values
of this multiple can be set by ratio calculation of given
higher two investigated value indexes. On fig. 3 graphic
interpretation of the got dependences is presented; the
main statistical characteristics of values ranges, used to
determinate the multiple “enterprise market value/the
appraised brand value”, are shown in Table 1.

Table 1

Values series ranges statistical characteristics of enterprise market value and appraised brand value

Measu Index numerical
Indexes names . Symbol
re unit value
Series expected value estimation of enterprise market value l;JnSIr[]) M(EV) 315.139
Series expected value estimation of enterprise brand value Lrﬁr? M(BV) 73.989
Sample variance dispersion of enterprise value series Enulig 2 (EV) 31,315.780
Sample variance dispersion of brand value series Enulig o?(BV) 2,550.222
Corrected sample variance dispersion of enterprise value series Enulig a2 (EV) 34,162.669
Corrected sample variance dispersion of brand value series (mulﬁg o2(BV) 2,782.060
Standard deviation of enterprise value series LrJnSIrE) o(EV) 184.831
Standard deviation of brand value series LrJnSIrE) o(BV) 52.745
Variation coefficient of enterprise value series % k(EV) 58.651
Variation coefficient of brand value series % k(BV) 71.288
Linear pair correlation coefficient of enterprise value and brand
i value series i i R(EV,BV) 0.952
Determination coefficient oz:ggesrprlse value and brand value ) RE(EV, BV 0.906
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Source: table data are developed by the authors

Discussion. Let’s analyze the obtained data of
calculations. Obviously, that numerical value of
multiple “total enterprise market value/the appraised
brand value” depend on both indexes - appraised brand
and total enterprise value. Interpretation of the got
calculation results consists in the following. A type of
chart in shown on fig. 3 grounds to expound
supposition that link connection between the
constituents of the investigated multiple is not

functional, but statistical, cross-correlation. The
comparative analysis of primary data and obtained
calculation results is executed higher, showed that
dependence values dynamics of this multiple for the
considered example demonstrated the presence of
periods of its reduction or increase, but here is not
observed unambiguous synchronization of these
changes.

Market multiple time changes dynamics
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Figure 3. Dynamics of the “total enterprise market value/the appraised brand value” market multiple time
changes (left) and correlation field for the researched parameters (right).
Source: diagrams are developed by the authors

Let's take a closer look at the ratio of total
enterprise market value to the appraised brand value,
which determinate researched multiple numerical
values for a long-term gap. Chart of the dependence,
given on a fig. 3, left, demonstrates a curve with the
alternating first derivative, that is not suitable for its
approximation by monotonous functional dependence,
which would be certain analytically. It is possible also
to establish next facts. The got values of multiple
“enterprise market value/the appraised brand value” lie
in a wide range 3.402...8.272. The lower limit of range
behaves to data in 2014, overhead, accordingly - to
2011. It means that in separate periods during the
retrospective period of 2007 - 2018 a total value of
Apple Inc. Company was in 3.402...8.272 times higher
from the value of its brand. It does not allow to assert
that part of brand value is qualificatory in the total value
of company - but it is impossible to deny, that it is fully
substantial, as folds close 12% in 2011 and 29% in 2014
(round). The higher index numerical value of brand
value series variation coefficient k(BV)= 74.015%, in
compare with the enterprise value series variation
coefficient k(EV)= 56.007% only, proves that brand
value fluctuation range on long time gap interval 2007
- 2018 demonstrate significantly higher variation.

The positive value of the correlation coefficient
and slope of the regression line indicate a positive

correlation statistical relationship. A high value of the
correlation coefficient R = 0.952 and determination
factor of investigated parameters R? = 0.905 confirm
that the statistical relationship between these value
parameters is strong enough. According to table
«Quantitative criteria for estimating the relationship
density» [28, p. 103], the values obtained above of the
correlation coefficient give grounds to characterize the
degree of statistical relationship density as "very
strong™, since the value of R = 0.952 relates to the last
interval of this table (0.9 - 0.99 in absolute value). The
latter shows that it is very reasonable to use multiple
“enterprise market value/the appraised brand value” as
the primary data source for brand evaluation.

The relevance of these data in the Costs
Approach/Compared Sales Approach combination
applying is much higher, even when compared to
widely used indicator “accumulated advertising
expenses/the appraised brand value”. This indicates
their closer statistical relationship than analyzed earlier
relationship between appraised brand value and the
fixed part of accumulated total Selling, General and
Administrative Expenses (SG&A) expenses, which are
used as the main price-forming factor by Aswath
Damodaran [29, p. 15].

For comparison below are shown data in relation
to multiple “accumulated SG&A expenses/the
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appraised brand value” and correlation field of its
components (fig. 4). We based on SG&A expenses
data, laid in open access by Ycharts.com, which is
positioned as The Modern Financial Data Research
Platform [30, 2019]. SG&A expense (short for Selling,
General and Administrative expense) is a line item on
the income statement, though sometimes sales and

marketing expenses are reported separately from
general and administrative expenses. The details of
how SG&A expenses are calculated vary widely from
company to company, so Y Charts recommends looking
at the annual report (10-k) an investor is interested in
dissecting this number further.

Market multiple time changes dynamics
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Figure 4. Dynamics of the “accumulated SG&A expenses/the appraised brand value” market multiple time
changes (left) and correlation field for the researched parameters (right).
Source: diagrams are developed by the authors

As we can see on a fig. 4, left, market multiple
“accumulated SG&A expenses/the appraised brand
value” on the same long time gap interval 2007 - 2018
is described by a curve with the also alternating first
derivative. The got values of that multiple lie in a range
0.075...0.274. The lower range limit behaves to data in
2007, overhead, accordingly - to 2017. It means that in
separate periods during the retrospective period of 2007
- 2018 accumulated SG&A expenses of Apple Inc. was
in 0.075...0.274 times lower from the value of its brand.

A value of the correlation coefficient R = 0.936
and determination factor of investigated parameters R?
= 0.875 shows that the statistical relationship between
these value parameters in this case is weaker, than for
multiple “enterprise market value/the appraised brand
value” (R = 0.952, R? = 0.905). The high positive value
of the correlation coefficient, obtained in last case, give
grounds to characterize the degree of statistical
relationship density as highly suitable for evaluation
purposes. The theoretical substantiation for this is the
fact that advertising costs during the whole period of
brand value economic life are accumulated in it, and
directly affect either on the brand value, and on the
goodwill value, embodied in this brand. We can not
deny the presence of logically verified relationship
between total enterprise value and brand/goodwill
value, which are, undoubtedly, the components of first.
This confirms the priority of using the indicator of total
enterprise value for brand valuation purposes, and, with
some reservations, otherwise.

Revealed fact of the higher index numerical value
of brand value series variation coefficient, in compare
with the enterprise value series variation coefficient,
proves that brand value fluctuation range on long time
gap is wider. This means that brand value is more
susceptible to change parameter, dynamics of which is
determined by rapidly variable price-forming factors.
By contrast, enterprise value is more stable, because it
depends on many parameters with very different
dynamic characteristics. Indeed, the brand, like other
intangible assets with sign-changeable annual
depreciation indicators, is characterized by its value
high sensitivity to factors of internal and external
information influence. The most important of these
factors is the systematic advertising and information
support activity, carrying out by owner.

All expenses on enterprise’ trademark and
goodwill development, which are mutually related
intangible assets, are accumulated on it, permanently
increasing their value. At economically successful
enterprise, a situation when high level cash flows are
regularly invested into the brand development is quite
typical. Then the natural consequence of this is a rapid
brand/goodwill value increase. It is possible, mainly,
due to owner’s activities of its information and
advertising support. We consider it as internal
information influence price-forming factor, which
provides negative annual brand depreciation. The
opposite case is also possible, for example - a sharp
trademark value decrease, as a result of external
information factors influence. That is possible in the
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case of disclosing the facts of consumer fraud and
discredit campaigns in media. In such case, there may
be possible great brand/goodwill value decrease, with
its falling to zero and even negative numerical indexes.
This is considered as external information influence
price-forming factor, which provides positive annual
brand depreciation. In the first case there are
manifestations of a negative moral, or functional,
depreciation/obsolescence, and in the second case -
respectively, evidence of positive economic, or external
depreciation. In the typical case, systematic internal
information support impact on the brand's value usually
results in its value increase and a negative functional
depreciation/obsolescence. In the case of external
information influence on these assets value the sign of
external depreciation may be either positive or
negative. After all, as shown above, these intangible
assets value changes in the influence of external price-
forming factors can be directed not only towards
reducing their value, but also in the direction of its
increase. The first case occurs when publishing
information reveals facts that compromises the brand
owner company. The second case is observed when the
enterprise is occupying a high position in various
ratings, receiving prestigious awards, disclosing in
media facts of financial support for socially-oriented
initiatives or charitable activities [20, p. 725].

So, this multiple can be recommended for the use
in the current independent valuation practice, and it
seems to be an effective instrument for improving the
valuation work quality [31, p. 54]. It makes possible
valuation results uncertainty degree reduction and
provide higher accuracy level of the results that will be
obtained when such an evaluation is performing.

10. Conclusions/recommendations. The results of
multiple “enterprise market value/the appraised brand
value” determination, are got higher for one of the most
expensive brands of the world, Apple Inc. company,
showed high enough variation level of multiple values
during the investigational retrospective period. It is
objective  confirmation of this multiple high
sensitiveness to both initial parameters, used for his
calculation. From the considered example we can
formulate a conclusion about difficulty to use of this
multiple as an independent evaluation instrument on a
long-time gap interval, taking into account the
unforecast changes character of both initial parameters
and values of multiple, and troubles with
approximation of his dependence in time by
monotonous function, that would be easily certain
analytically.

But on a short-time gap interval, when multiple
value changes are insignificant (for example, period
2014 — 2016 in fig. 2, left], or they are close enough to
linear function (for example, periods 2011 — 2014 and
2016 — 2018 in fig. 2, left), such a use of the offered
multiple seems to be quite possible. Also in the other
brands examples, for that the changes of initial
parameters are described with monotonous character
function, the use of the offered multiple is possible and
may be highly recommended. Such an examples are not
rare - brands of Google and Facebook during a

retrospective period 2012 - 2018 interval did not reveal
even short-time decline of value in general,
demonstrating a stable negative annual and
accumulated depreciation and positive first derivative
sign of brand value time changing function.

For such examples with monotonous character
trends seemed to be fully possible previous trends
forecasting, based on multiple “enterprise market
value/the appraised brand value” numerical value
approximation by monotonous functions, which can be
analytically certain by simple formulas. By such
extrapolation method of the set functional dependences
becomes possible more reliable prognostication of
multiple indexes on closer future periods. In any case,
quantitative determination of “enterprise market
value/the appraised brand value” multiple is
undoubtedly useful - in particular, from the point of
view of brand value part in the company total value
exposure possibility, as a reciprocal numerical value of
researched multiple. It gives an opportunity to increase
informing value of economic indicators analysis results
during a retrospective period.

It is set that there is close high-density statistical
relationship between the appraised trademark value
indexes and enterprise market value. At brand
appraising/valuation procedure is not recommended to
apply any accounting book-keeping amortization
indexes, as they are not the reliable indicator of factual
depreciation/obsolescence. It is educed that for these
types of the intangible assets researched
depreciation/obsolescence mainly depends on their
advertizing and information support and associated
cash flows expenses, invested by owner in its
development. It is set that during the period of
enterprise and brand existence a multiple change of
depreciation/obsolescence sign on the separate time
periods is possible. For brand it depends on sufficient
informative and advertisement support
implementation, that’s why these price-forming factors
must be taken into account at market value and
depreciation/obsolescence determination procedure. In
this connection it is possible to assert that brand value
is very sensitive to these parameters change, which are
considered as rapidly variable price-forming factors
with high dynamics indexes. For enterprise value the
list of price-forming factors includes a lot of parameters
with very different dynamic characteristics, whereby
enterprise value is more stable, but highly related to the
brand value. It is well-proven that both brand value and
enterprise value in general case of normal profitable
enterprise activity must be determined by application of
increasing market value model with negative
depreciation/obsolescence.

Considerable interest presents further researches
realization in the direction founded in this and previous
articles, in particular - verification of hypotheses about
the presence of cross-correlation relationship between
brands appraised market value indexes and its errors. It
would give an opportunity to lay information theory
grounded foundations for further methodological base
improvement perfection of the independent expert
evaluation.
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CONDITIONS OF INCLUSIVE ECONOMIC GROWTH: FOREIGN EXPERIENCE

Annotation. The article deals with the research features of enterprises modern innovative development in the
conditions of inclusive economic growth. The foreign experience of enterprises innovative development is
emphasized. The concept definition of “enterprises innovative development” is developed. The models of
innovative development that are specific for the countries of different development level are highlighted. The
essence of: the Euro-Atlantic model, the East Asian model, the alternative model, and the model of «triple spiral»
are discovered. In the process of research implementation it is defined, that each of the considered models of
innovative development has its own advantages which are realized at operating conditions of one or another

country.
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development.

The problem statement. Due to strengthening of
globalization and competitiveness level in the world,
formation of the methodological and methodical
principles of countries’ CAE increase today acquires
the special actuality of features research of enterprises
modern innovative development in the conditions of
inclusive economic growth: foreign experience.
Unfortunately, at present Ukrainian economy does not
fit the context of modern scientifically technological
and innovative development strategies of European
socio-economic space.

Innovativeness is a determining feature of modern
scientific and technical,
entrepreneurial, socio-economic and all public
processes. Ukraine’s fate depends on the acquirement
of innovative development mechanisms: whether it will

move in the direction of including to the number of the
developed countries, whether it will remain a stagnant
country on the roadside of scientific and technical and
social progress. It is concerned with general principles
of social development, in keeping with them there is a
transition from mainly reproductive to the innovative
type of development in the world. Innovativeness — it
not only a key to a dynamic development, welfare,
personal success, but also a means of a country’s
sovereignty, its competitiveness in the super
complicated modern world. In the last decades the
problem of innovative policy formation and realization
increasingly come into the notice not only among
scientists but also business leaders and political figures.
Innovations influence the socio-economic development
can result in radical structural changes in economy and
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