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1. Executive summary
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Executive summary 
Brand value

Our estimate of the value of the FlyMe

 

brand as at the beginning of 
2007, is MSEK 204.3.

This assessment is based on a thorough analysis of the financial

 
performance of the business and a detailed investigation of the role 
and strength of the FlyMe

 

brand, all of which is summarised in this 
document.

A cross-check against industry benchmarks confirms that this value is 
within the expected range.
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Executive summary 
Financial summary

Financially, the business was making an operating loss at the end of 
2006, but had in place a strong plan to grow the business.  If the 
growth plans were realised, FlyMe

 

would have broken even in 2007 
and generated operating profits from that point forwards.  

It is important to note that our analysis takes into account the

 
anticipated growth plan for the business, but also considers more 
conservative scenarios, given the challenging market conditions 
witnessed since 2007.
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Executive summary 
Marketing summary

The growth plan, was to a large extent, based on developing a strong 
and compelling brand proposition.  Whilst FlyMe�’s

 

success was largely 
attributable to its low-price offer, this position could easily be eroded 
as competition intensified.  The leadership team recognised that

 
developing a relevant and differentiated brand would increase the 
stability and sustainability of the business in the long term.  To this 
end, FlyMe

 

formalised a brand strategy in the autumn of 2006, 
positioning the airline around price and friendly service.

According to our analysis, 19% of the customer�’s decision to choose 
FlyMe

 

was brand-related; the remaining 81% of the decision was 
driven by non-brand factors.  This is in line with industry benchmarks 
and is typical for airlines operating a low cost business model.

FlyMe

 

had managed to build strong market share on key domestic 
routes and demonstrated the ability to expand the model to key 
destinations in Europe in a short timeframe.  The combination of

 

low 
prices, coupled with friendly service was both relevant and appealing 
to customers. Nevertheless, being a relatively new entrant to the 
Swedish market, the brand was still in its infancy and there was

 

still a 
large perceived gap between the business and the market leader, SAS.

Taking all of this into account, we have awarded FlyMe

 

a conservative 
brand strength score, which reflects the risk associated with the 
business in the highly competitive airline market.
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2. Background and context
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FlyMe would like to understand the 
financial value of the brand

The Issue:

The FlyMe

 

board invested in a brand building strategy with the aim of 
creating a valuable business for shareholders.  By late 2006 the

 
investment in building the FlyMe

 

brand in the Swedish market had 
achieved a substantial market position with strong forecast 
profitability. 

FME Europe AB (the parent company) needs to prove that the value

 

of 
the FlyMe

 

brand was substantial as of year end 2006 and up until the 
filing for bankruptcy of the daughter company, FlyMe

 

Sweden AB at 
the beginning of March 2007, in order to seek compensation and 
protect its rights in litigations.

The Question:

What was the financial value of the FlyMe brand as of year end 
2006 and up until the beginning of March 2007?
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3. Brand valuation
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What is “brand value”?

Interbrand defines brand value as the �“net present value of future 
earnings attributable to the brand�”.

Put simply, brand value is an estimate of the additional income that a 
business will generate in the future, because it owns its brand.
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Our methodology for calculating brand 
value follows 5 key stages

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value

1. Segmentation �–

 

Grouping the business 
into discrete units.  N.B. This is necessary 
only where the brand performs differently in 
each group

2. Financial Analysis �–

 

Calculating the 
future economic value that will be created 
by the business as a whole (Economic Value 
Added)

3. Role of Branding Analysis �–

 

Assessing 
the importance of the brand in generating 
economic value for the business by 
influencing customer choice 

4. Brand Strength Analysis �–

 

Determining 
the relative stability of the brand and it�’s 
ability to continue to generate economic 
value for the business in the future

5. Brand Value �– Combining the above 
outputs to determine the financial value of 
the brand for the business
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3. Brand valuation 
(i) Segmentation

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value
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Purpose of the segmentation

In many businesses the brand has a different profile across product 
lines, customer segments and/or geographies.  

For instance, a brand may be significantly stronger in its domestic 
market that it is in foreign markets, if it is not promoted as extensively 
overseas.  Similarly a brand may be significantly more important

 

in 
driving choice in one product category than it is for another.

Where there are clear differences in the role or strength of the

 

brand 
across the business, it is advisable to first divide the business into 
discrete segments and then value each one separately.

Segmenting the business provides a more granular assessment of the 
brand, but such an analysis requires information at a commensurate 
level of detail.
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We have not segmented the FlyMe 
business for the purposes of this study

We acknowledge that the FlyMe

 

business operated in multiple markets 
across Europe and flew both business and leisure passengers.

The role and strength of the brand is likely to vary to some extent, 
across both market and customer type.

Nevertheless, information on the brand does not exist at such a level 
of detail to enable a segmented valuation.

The research that does exist treats customers as a single group and 
does not assesses the brand�’s performance separately across markets.

Accordingly, we have not segmented the FlyMe

 

business in this study.

Nevertheless, our role of brand and brand strength analyses have

 
been constructed to take account of differences in the performance of 
the brand across customers and markets.  The scores reflect our 
overall assessment and the valuation is therefore valid.
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3. Brand valuation 
(ii) Financial analysis

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value
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Purpose of the financial analysis

The financial analysis assesses the economic value created by the 
business.

Economic value is a measure of the earnings generated by a business, 
over and above what would be expected, given the amount of capital 
employed to operate it.

According to economic theory, in competitive markets, businesses

 

can 
only generate economic profits in the long run if they are in some way 
differentiated from other businesses.  In other words, businesses that 
create economic value can only do so if they can apply their assets in 
a more intelligent, efficient or productive way than their competitors. 
The surplus value is derived from intangible assets, such as 
management expertise, superior business processes and the brand.

The output from the financial analysis is an assessment of the 
economic value created by all of the intangible assets of the business, 
including the brand.
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Important caveat on the financial 
analysis

The financial forecasts are based on expectations of future business 
performance, as at December 2006.

The information has been provided by FlyMe

 

to Interbrand for the 
purposes of the brand valuation exercise.

We have stated the key underlying assumptions behind the financial 
forecasts which were made by FlyMe. We accept in good faith that the 
projections are a fair and honest expectation of future business

 

growth 
as at the end of 2006.  Nevertheless, in light of tighter than 
anticipated conditions in the industry as a whole, we have considered 
additional, more conservative revenue scenarios in addition to the 
baseline provided.  These alternative scenarios provide the basis for 
the valuation.

In order to arrive at a forecast of economic earnings, we have also 
needed to make additional assumptions on the industry and long-term 
growth rates for the business.  These were all agreed with FlyMe

 

and 
have been stated in full in this document.
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Between 2004 and 2006, FlyMe was 
making a loss

(1,200,000)

(800,000)

(400,000)

-

400,000

800,000

Revenue  200,210  402,016  673,600 

Operating costs  (333,738)  (574,367)  (939,800)

Depreciation  (3,217)  (3,223)  (3,500)

Net profit  (136,745)  (175,574)  (269,700)

2004 2005 2006

FlyMe financial performance 2004-6
Source: FlyMe

 

financial statements 2004-6
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Accordingly the business was making an 
economic loss in 2006

(400,000)

(200,000)

-

200,000

400,000

600,000

800,000

Revenue Operating costs Depreciation Tax Cost of Capital Economic Earnings

673,600 (939,800) (3,500) (-) (6,474) (276,174)

FlyMe Economic Earnings, 2006
Source: Interbrand analysis of FlyMe

 

financial statements 2006
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In 2006 a new leadership team was 
introduced and the business set out on 
an ambitious plan to grow the business

�•

 

A new board was introduced in 
August 2005 to rapidly expand 
the business

�•

 

Profitability for low cost 
carriers is driven by scale since 
there are high fixed costs in 
the early stages.  Growth leads 
to significant economies of 
scale

�•

 

The leadership team set out a 
strong growth plan to increase 
the fleet size, number of flight 
legs, aircraft utilisation (cabin 
factor) and number of flown 
seats to drive profitability for 
the FlyMe

 

business

�•

 

Developing a strong brand was 
central to the growth plan

2007 2008 2009 2010 2011
Aircraft 
Fleet 7 9 11 13 15

Index 100 129 157 186 214

Number 
of legs

13,961 18,276 22,533 26,764 30,938

Index 100 131 161 192 222

Cabin 
factor 
(%)

71.7% 73.2% 75.5% 75.4% 75.4%

Index 100 102 105 105 105

Flown 
seats

1.4m 2.0m 2.5m 3.0m 3.4m

Index 100 138 175 208 240

FlyMe Strategic Growth Plan, 2007-11
Source: FlyMe
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(3,200,000)

(2,400,000)

(1,600,000)

(800,000)

-

800,000

1,600,000

2,400,000

3,200,000

Revenue  200,210  402,016  673,600  1,146,599  1,604,640  2,066,639  2,450,377  2,830,947 

Operating costs  (333,738)  (574,367)  (939,800)  (1,096,604)  (1,426,458)  (1,751,008)  (2,069,286)  (2,382,559)

Depreciation  (3,217)  (3,223)  (3,500)  (2,894)  (3,473)  (4,167)  (5,001)  (5,788)

Net profit  (136,745)  (175,574)  (269,700)  47,101  174,710  311,464  376,090  442,599 

2004 2005 2006 2007(F) 2008(F) 2009(F) 2010(F) 2011(F)

Based on the plan, FlyMe was forecast 
to break-even in 2007 and continue to 
grow profitably thereafter

FlyMe

 

expected to reach 
�‘profitability tipping point�’

 

in 
2007 where it is of sufficient 
size to achieve substantial 

economies of scale

FlyMe Financial Performance and Forecast, 2004-2011(F)
Source: Interbrand analysis of FlyMe

 

financial statements
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The financial forecast was largely driven 
by assumptions on the growth of the 
fleet

�•

 

Ticket Revenues

 

Number of legs increases 
proportionally with aircraft fleet size

 

Cabin factor increases by 2% for 2008 
and 2009 and remains steady during 
2010 and 2011 as market matures

 

Number of flown seats increases 
proportionally with number of legs and 
aircraft utilisation (cabin factor)

�•

 

Other Revenues

 

Fees and ancillary revenue increase 
proportionally with aircraft fleet size

�•

 

Direct costs

 

Redemption and credit card costs 
increase proportionally with aircraft 
fleet size

 

Variable flight costs increase 
proportionally with aircraft fleet size

 

Flight personnel costs increase 
proportionally with aircraft fleet size

 

Fixed flight costs increase 
proportionally with aircraft fleet size

�•

 

Indirect costs

 

Marketing costs are assumed to 
remain at 3.7% of revenues 
throughout the forecast (in line with 
2007)

 

Other external expenses and 
personnel administrative costs 
increase at 50% of the rate of 
increase of aircraft fleet size

Revenue growth assumptions Cost growth assumptions
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To be prudent, we have considered more 
conservative revenue growth forecasts 
alongside the baseline provided

�•

 

Continued fleet expansion 
amongst low cost carriers 
created surplus capacity 
and put further downward 
pressure on prices

�•

 

Fuel costs continued to 
spiral upwards, placing 
additional cost pressure on 
airlines

We know that 
market conditions 
tightened for all low 
cost carriers from 
2007…

�•

 

Forecast net revenues in 
January and February 2007 
were MSEK 40.4 and MESK 
42.1, respectively

�•

 

Actual net revenues in 
those months, however, 
were MSEK 34.6 and MSEK 
37.9 (85-90% of the 
forecast)

…We also know that 
FlyMe’s actual 
revenues 
underperformed 
forecast in Q107…

�•

 

We have taken account of 
the tightening market 
conditions and lower than 
expected performance in 
Q12007 by considering 3 
scenarios:

1.

 

Forecast as planned

2.

 

Revenues are 95% of 
planned (conservative)

3.

 

Revenues are 90% of 
planned (strict)

…Therefore we have 
considered 
alternative financial 
scenarios alongside 
the baseline to 
arrive at a fair range
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Our 3 revenue scenarios provide 3 
different economic earnings forecasts

FlyMe Economic Earnings scenarios, 2007(F)-2011(F)
Source: Interbrand analysis of FlyMe

 

financial statements

(200,000)

(100,000)

-

100,000

200,000

300,000

400,000

Economic Earnings (100%
revenues)

 36,081  159,288  291,602  247,235  291,463 

Economic Earnings (95% revenues)  (21,249)  79,056  188,270  335,326  397,771 

Economic Earnings (90% revenues)  (78,579)  (1,176)  84,938  212,808  256,224 

2007(F) 2008(F) 2009(F) 2010(F) 2011(F)

Cumulative profits exceed the tax-free 
threshold (MSEK 610) by 2010 in the 
baseline scenario, which explains the fall 
in economic earnings.

In the other scenarios, cumulative 
profits exceed the tax threshold outside 
the 5 year forecast window.
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Summary of Financial Analysis

Between 2004 and 2006, FlyMe

 

was still in the early stages of growth 
and was not generating any economic profit.

A new leadership team was introduced in 2006 and laid out ambitious 
growth plans for the business to drive profitability quickly.  Developing 
a strong brand was a core part of the growth strategy.

According to the plan, the business was forecast to break-even in 
2007 and generate profits thereafter.

Given the tightening market conditions for low cost carriers, we

 

have 
considered, in addition to the baseline forecast, 2 more conservative 
revenue growth scenarios to assess FlyMe�’s

 

economic earnings.

In each of the 3 scenarios, FlyMe

 

creates an economic profit in the 
forecast period.  This surplus value is attributable to all of FlyMe�’s

 
intangible assets, including management experience, business 
processes and the FlyMe

 

brand.
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3. Brand valuation 
(iii) Role of brand analysis

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value
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Purpose of the role of brand analysis

The role of brand analysis assesses the extent to which the economic 
value created by the business is driven by the brand, versus other 
assets.

It is based on an assessment of the brand�’s influence on customer 
choice.  The logic behind this is that the customer is the primary 
source of economic value for the business. Customer choice is 
influenced partly by the brand and partly by other factors (or assets of 
the business). Establishing the proportion of choice that is associated 
with the brand (versus non-brand factors) provides a way of breaking 
out branded economic profit from overall economic profit.

The output from the role of brand analysis is a Role of Brand Index 
(RBI), expressed as a percentage figure.

The RBI is applied to the economic profit forecast derived from the 
financial analysis, to arrive at a branded economic profit forecast.
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Customers balance a number of 
considerations when choosing an airline

Customer Choice Driver Description

Price Total price of flight, including taxes and ancillary costs

Flight schedule Timetable of flights

Quality of service Helpfulness of staff; customer service (pre-flight)

Routes Departure and destination airports

Safety Safety record

Quality of aircraft In-flight entertainment; on-board facilities

Flight availability Seat and flight availability at point of purchase

Reliability Punctuality

Ease of booking Quality of channels used to book flights (on-line, telephone etc.)

Bonus scheme Presence of a bonus or loyalty scheme to reward frequent flyers
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Price, flight schedule and service are 
the most important factors for FlyMe 
customers

26%

20%

19%

9%

8%

7%

4%

3%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

FlyMe Customer Choice Drivers (ranked by importance)
Source: FlyMe/BrandInsight

 

customer research
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Our analysis suggests that 19% of 
customer choice is driven by the FlyMe 
brand

FlyMe Role of Branding Analysis
Source: Interbrand

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

6%
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FlyMe’s low cost positioning drove 
customer consideration

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

The brand typically has no influence on 
perceptions of price, since prices are 
transparent and can be directly 
compared across the market.  

Nevertheless, FlyMe�’s

 

overt low cost 
positioning made the brand top of mind 
for more price-conscious customers and 
therefore did influence customer choice.

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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FlyMe’s focus on creating a friendly 
atmosphere on board aircraft positively 
impacted service perceptions

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

Service quality is not easy to test and 
compare across airlines, so customers tend 
to place faith in the brand.

Although a low-cost airline, FlyMe

 

prided 
itself on the quality of its customer service.  
The service ethos was reflected in customer 
perceptions. Research shows that 
customers perceived FlyMe

 

as more 
relaxed, friendly and welcoming than other 
airlines.

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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Safety is not easily testable, but the 
FlyMe brand reassured customers of 
this quality

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

The customer has very few physical 
means of testing or assessing safety 
on a commercial airline, so will 
simply assume that it is safe.  The 
brand, provided it has a good safety 
record, provides a lot of this 
reassurance to the customer.

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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As a short-haul, low cost carrier, 
customers would likely assume aircraft 
quality to be fairly basic

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

Customers who travel frequently with multiple 
airlines can objectively compare and contrast 
the features and comfort of the aircraft of 
different airlines.  For these customers, the 
brand plays a limited role in influencing quality 
perceptions. 

For customers who do not travel so frequently, 
the brand can influence opinions.

As a short-haul, low-cost carrier, customers 
would reasonably expect FlyMe�’s

 

aircrafts to 
be relatively basic, hence the relatively low 
role of brand on this driver.

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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FlyMe had a good reputation for 
punctuality and reliability

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

Punctuality is relatively difficult to 
assess in advance of flying (only 
past performance can be 
assessed), so customer perceptions 
of this driver tend to be informed 
by the brand.  

FlyMe

 

had a good punctuality 
record, although this would only 
have been known to regular 
customers. 

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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FlyMe had a simple-to-use on-line 
booking system which was valued by 
customers

6%

4%

1%

24%

20%

13%

9%

4%

6%

4%

2%

1%

0%

2%

1%

0% 5% 10% 15% 20% 25% 30%

Price

Flight schedule

Quality of service

Routes

Safety

Quality of aircraft

Flight availability

Punctuality

Ease of booking

Bonus scheme

Brand

Non-
Brand

FlyMe

 

invested in creating an easy-

 
to-use online booking system.  For 
regular customers that were 
familiar with the service, the brand 
would have played a negligible role.  
For new customers, general 
perceptions of the airline 
(reputation for efficiency, 
punctuality and good service) is 
likely to have positively influenced 
their perceptions of this driver.

6%

FlyMe Role of Branding Analysis
Source: Interbrand
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A 19% role of brand score is in line with 
industry benchmarks

High role of brand

�•

 

Flag carriers

�•

 

Long-haul carriers

�•

 

Business and 1st

 

class 
travel

Low role of brand

�•

 

Low cost carriers

�•

 

Short-haul flights

�•

 

Economy travel

15% 30%

Role of brand

Airline sector role of brand 
distribution
Source: Interbrand

�•

 

In our experience the role of 
brand for airlines typically falls 
in the 15-30% range

�•

 

Low cost carriers tend to 
feature at the lower end of the 
range.  This is because price 
tends to be the predominant 
driver for customers travelling 
short-haul and/or economy 
class and brand is relatively 
unimportant

�•

 

The role of brand tends to be 
far higher for flag carriers, 
particularly amongst 
passengers travelling long-haul 
and/or in 1st

 

or business class.  
Here, service and other less 
tangible aspects of the offering 
drive choice. Brand plays a 
significant role in framing 
perceptions



38 FlyMe Brand Valuation | May 2009

Summary of Role of Branding analysis

The decision to choose FlyMe

 

over and above alternative airlines was 
partly driven by the brand.

According to our analysis, 19% of the customer�’s decision was brand-

 
related; the remaining 81% of the decision was driven by non-brand 
factors.

This is in line with industry benchmarks and is typical for airlines 
operating the low cost business model.
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3. Brand valuation 
(iv) Brand strength analysis

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value
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Purpose of the brand strength analysis

The brand strength analysis assesses the ability of the brand to

 
continue to drive choice in the future.

The output from the brand strength assessment is a discount rate, 
which is applied to the branded earnings forecast, to arrive at a net 
present value for the brand.

The logic is that stronger brands are capable of securing customer 
demand and loyalty further into the future than weaker brands and 
enjoy greater stability of future earnings as a result.  Strong brands 
therefore have a lower discount rate applied to the future brand

 
earnings forecasts than weaker brands.

By its very nature the brand strength assessment is a relative analysis 
which benchmarks the brand against a competitive set.
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FlyMe was pursuing a brand-led 
strategy to build the business

Right from the start, the leadership team recognised the importance of 
a strong brand in driving demand and growing the business.

FlyMe�’s

 

low cost positioning in the marketplace had without doubt 
been instrumental in driving market share for the business.  However, 
the leadership team recognised that competitive dynamics in the 
industry would dilute this advantage over time. As well as standing for 
low price, FlyMe

 

also needed to differentiate its proposition on other 
grounds.

In the Autumn of 2006 FlyMe

 

formalised a vision, mission, set of 
values and brand positioning for the business.  This was rolled-out to 
across virtually all staff in the business before the end of 2006.
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Vision, Mission, Values and Positioning

Vision:

�“To be Europe�’s most treasured airline�”

Mission:

�“We challenge ourselves to upgrade people�’s lives�”

Values:

F Family spirit 

L Low cost -

 

Low Fare

Y You make a difference

M Mission to challenge

E Ease & Simplicity

Brand Positioning:

�“Pure travelling pleasure�”
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Research suggests that the low-cost, 
friendly attitude positioning was 
recognised by customers

1

2

3

4

5
Price

Schedule

Service

Safety

Aircraft

Airports

Availability

Routes

Punctuality

Taking care of 
customers

FlyMe

 

(1009)
SAS (1005)

Malmö

 

Aviation (910)

FlyNordic

 

(759)

Ryanair

 

(974)

Sterling (879)

�•

 

Compared to competitors, FlyMe

 

was 
perceived as strong on price and wass

 
known for treating customers well.  All of 
this is true to the brand positioning

�•

 

FlyMe�’s

 

schedule, overall service level 
and flight routes, however, were 
perceived as average at best

�•

 

Interestingly, customers felt that FlyMe

 
was not very reliable/punctual, despite 
having a good punctuality record.  This 
may simply be because customers 
unfairly associate lower-cost with lower 
reliability

�•

 

SAS, the most established Swedish 
airline in the competitive set had the 
most favourable perceptions overall 
(despite being perceived as the most 
expensive).  The high scores likely 
reflect the airline�’s standing and heritage 
in the Swedish market

Customer perceptions of FlyMe versus 
competitors
Source: FlyMe/BrandInsight, October 2006
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Brand Strength 
Factor

Definition

1. Protection This relates to the management�’s efficacy in securing the legal protection of the brand�’s 
trademark rights. This commitment is essential to the brand�’s continued existence and plays a 
decisive role in maintaining the brand�’s ability to stand out from the competition

2. Diversification Brands that are widely diversified, both geographically and with

 

regard to their product range, 
will have a higher potential to survive changes

3. Support All strong brands have clear and distinct identities as well as focused and consistent brand 
positioning.  Those brands which have received constant and focused support have a stronger 
consumer franchise than those who have not

4. Leadership One of the key factors of a brand�’s success is its leadership position, which is reflected in its 
awareness and the esteem in which it is held by customers and the general public. Leadership 
can also be assessed through the brand�’s ability to continually innovate in terms of product 
quality, to develop new products and to improve service standards

5. Relevance The degree to which the brand�’s image attributes meets the needs of its target audience. A 
brand should be positioned as sufficiently different from competing brands to the degree that it 
is not perceived as being directly substitutable

6. Market Position Brands which have a strong position in the market are able to set the price point, command 
distribution and resist competitive entry.  It measures such things as market share and price 
premium

7. Stability The stability score reflects the ability of the brand to survive

 

and perhaps even thrive through 
various economic and product life cycles. It also indicates the level of attachment it commands 
among customers over the years

To assess brand strength we consider 
the brand’s performance across 7 
factors
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Each factor is scored on a 100 point 
scale, where 50 represents the 
‘average’ of the competitive set

50

0 100

Protection

Diversification
Support

Leadership
Relevance

Market position
Stability

Weaker than average of 
competitive set

Stronger than average of 
competitive set
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Protection (40/100)

�•

 

Legally protected, but objection pending
�–

 

Objection filed by Fly Be (British low cost airline with a 
similar sounding name) to FlyMe

 

registering Community 
trademark internationally. The objection from Fly Be means 
that the registration of the FlyMe

 

brand as a community 
trademark still is pending.  This might prevent FlyMe

 

from 
registering its brand as a Community trademark or as a 
local British trademark

�•

 

No imitators
�–

 

No other business operated under the FlyMe

 

name
�–

 

Potential confusion with FlyBe

 

in UK

Score:
40

0 100
Brand not legally 
protected

Absolute protection of 
the brand

This relates to the 
management�’s efficacy 
in securing the legal 
protection of the brand�’s 
trademark rights. This 
commitment is essential 
to the brand�’s continued 
existence and plays a 
decisive role in 
maintaining the brand�’s 
ability to stand out from 
the competition
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Diversification (30/100)

Brands that are widely 
diversified, both 
geographically and with 
regard to their product 
range, will have a 
higher potential to 
survive changes

�•

 

Single product offer
�–

 

Low cost flights from Sweden to Europe
�–

 

Exposed to potential changes in consumer needs, demands 
and attitudes to low cost flying

�•

 

European focus
�–

 

As at year end 2006, no intercontinental routes, although 
seeking partnerships

�•

 

Relatively homogenous customer
�–

 

Leisure and business customers
�–

 

Customers primarily attracted by low-price offer

Score:
30

0 100
Single product
Single market
Single customer type

Multiple products/offers
Multiple markets

Diverse customer base
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Support (30/100)

All strong brands have 
clear and distinct 
identities as well as 
focused and consistent 
brand positioning.  
Those brands which 
have received constant 
and focused support 
have a stronger 
consumer franchise than 
those who have not

Score:
30

0 100
No brand support
Lack of clear and 
distinctive positioning

Strong brand support above 
and below the line

Clear, distinctive positioning

�•

 

Emerging brand strategy
�–

 

No formal brand strategy or identity until Autumn 2006 (brand 
promise built on low-prices)

�–

 

Launched brand strategy to differentiate the business by 
focusing on service attributes as well as price towards end of 
2006

�•

 

Low marketing spend in absolute terms
�–

 

Marketing spend approximately 3-4% of revenues
�–

 

In absolute terms, marketing spend was significantly lower 
than biggest competitors e.g. SAS, given FlyMe�’s

 

scale

�•

 

Growing communications awareness, but gap against leader
�–

 

Advertising awareness levels grew from 2% in Q1 2004 to 
13% in Q1 2007

�–

 

Significant gap to SAS (48% advertising awareness in Q1 
2007)
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Leadership (30/100)

One of the key factors 
of a brand�’s success is 
its leadership position, 
which is reflected in its 
awareness and the 
esteem in which it is 
held by customers and 
the general public. 
Leadership can also be 
assessed through the 
brand�’s ability to 
continually innovate in 
terms of product 
quality, to develop new 
products and to improve 
service standards

Score:
30

0 100
No brand awareness
Lacks innovation

Very high awareness
Innovative

Considered industry leader

�•

 

Perceived as niche
�–

 

Generally perceived as a small, niche player (relative to the 
market leaders, such as SAS), despite strong growth in routes 
and passenger numbers over a short period of time

�•

 

Growing awareness
�–

 

Enjoyed growing awareness between 2004 and 2007 as brand 
continued to establish a presence in the market

�–

 

Ranked 3rd

 

behind SAS and Malmo Aviation in 2005

�•

 

Demonstrated product innovation
�–

 

Introduced flex ticket for business travellers �–

 

an innovation in 
the low cost category.  Sterling quickly followed suit.
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Relevance (35/100)

The degree to which the 
brand�’s image attributes 
meets the needs of its 
target audience. A 
brand should be 
positioned as sufficiently 
different from 
competing brands to the 
degree that it is not 
perceived as being 
directly substitutable

Score:
35

0 100
Does not meet needs of 
target
No differentiation

Meets most important needs 
of customer

Highly differentiated

�•

 

Strong price positioning
�–

 

Price is the most important driver of choice (88% of customers 
voted price as a key factor in their purchase decision)

�–

 

Perceived as being highly price competitive in Sweden (price 
was nominated by 76% of customers as a key association)

�–

 

Low price positioning enabled FlyMe

 

to steal an estimated 
MSEK 200 of business from SAS during 2006

�•

 

Brand differentiated in terms of friendly service and 
atmosphere

�–

 

Key point of difference versus SAS and more established 
airlines was �‘mood/ambience�’

 

and �‘friendly service�’

 

on the 
plane

�–

 

Relevant to a particular type of customer.  Evidence suggests 
FlyMe

 

customers were marginally younger than those of other 
airlines
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Market Position (30/100)

Brands which have a 
strong position in the 
market are able to set 
the price point, 
command distribution 
and resist competitive 
entry.  It measures such 
things as market share 
and price premium

�•

 

Relatively small player in the market
�–

 

Versus market leaders (e.g. SAS), FlyMe

 

was a relatively small 
operation

�•

 

Growing market share
�–

 

Market share continued to grow between 2004-06 �–

 

in 2006:
�•

 

27% market share on routes operated from 
Göteborg/Landvetter

�•

 

21% market share on routes operated from 
Stockholm/Arlanda

�•

 

38% on routes operated from Malmö/Sturup
�•

 

11% on routes operated from Östersund
�•

 

Ranked #3 on Goteborg/Stockholm route

�•

 

Setting low prices in the market
�–

 

Put noticeable downward pressure on the market (prices 
estimated to increase by 10% when FlyMe

 

left the market in 
2007) Score:

30

0 100
Negligible market share
Price taker

Market leader
Price maker
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Stability (30/100)

The stability score 
reflects the ability of the 
brand to survive and 
perhaps even thrive 
through various 
economic and product 
life cycles. It also 
indicates the level of 
attachment it 
commands among 
customers over the 
years

Score:
30

0 100
No customer loyalty 
and preference
No advocacy

Strong customer loyalty and 
preference

High advocacy

�•

 

Customer loyalty primarily driven by price
�–

 

Customers loyal to price point rather than brand, per se and 
therefore open to alternative offers in the market
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Summary of Brand Strength analysis

Brand Strength Factor Score

1.Protection 40

2. Diversification 30

3. Support 30

4. Leadership 30

5. Relevance 35

6. Market Position 30

7. Stability 30

Average 32.1

�•

 

FlyMe

 

was a new entrant to the Swedish 
airline market and was in the process of 
growing its brand and presence

�•

 

It achieved impressive market share 
growth in a relatively short period of 
time and as a result gained popularity 
and good levels of awareness

�•

 

Despite representing a price threat to 
the incumbents (including leader, SAS), 
FlyMe

 

was still perceived as a relatively 
niche player in the market

�•

 

The brand strength score of 35 
(compared to a notional �‘average�’

 

score 
of 50) represents a fair assessment of 
the strength of the brand as at end of 
2006

�•

 

We anticipate that the brand would have 
continued to strengthen into 2007 and 
beyond if the strategic plan had been 
realised



54 FlyMe Brand Valuation | May 2009

3. Brand valuation 
(v) Brand value

[1] Segmentation

[2] 

Financial 
Analysis

[4] 

Brand 
Strength 
Analysis

[3] 

Role of 
Branding 
Analysis

[5] Brand Value
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To estimate FlyMe’s economic earnings 
forecast, we made some further 
assumptions on the industry

These have been formally agreed and signed off by FlyMe:

15.5%WACC rate:

Long-term annuity 
growth rate:

Corporate tax rate:

2%

28% 
(beyond threshold of 

MSEK 610)

Based on expected long term annual global GDP growth rate

28% is the applicable corporate tax rate in Sweden.  FlyMe

 

was not 
subject to tax until the business had generated more than MSEK 
610 in profits

Based on shareholder expected rate of return on capital in 
industry, derived from industry proxies

3.7%Risk free rate: 10 year Swedish government bond rate (as at December 2006)

Source: Interbrand and FlyMe

1.0% 

Cost of capital 
employed as % of 

revenue:
Based on 2006 balance sheet provided by FlyMe
(Total Assets �–

 

Current Liabilities)
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Our estimate of the brand value is 
MSEK 204.3

Baseline financial 
forecast (100% 

revenues)

Conservative 
financial forecast 
(95 % revenues)

Strict financial 
forecast (90% 

revenues)

Role of Brand
19%

Brand Strength
32

MSEK 306.3

MSEK 197.0

MSEK 110.0

Average of 3 
estimates:

MSEK 204.3
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A cross-check against benchmarks 
suggests that this is a sensible estimate

Relationship between Brand Value multiple of Profits and 
Role of Brand
Source: Interbrand, Best Global Brands 2008
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This chart shows the relationship between the role of brand and the 
multiple of brand value to operating profits.  It is based on Interbrand�’s

 
Best Global Brands 2008 study.

For brands with a comparable role of brand score to FlyMe

 

(19%), the 
brand value is approximately equal to 2 times operating profit.

On 2007 forecast profits, this implies a brand value of MSEK 94.2. On 
2008 forecast profits, it implies a brand value of MSEK 349.4.

Given the anticipated rapid growth in forecast profits, we would

 
reasonably expect the true value to reside somewhere between these 
estimates. A straight average of these two estimates leads to a figure 
of MSEK 221.8.
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4. About Interbrand
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A little about Interbrand 

Interbrand is the world�’s leading brand consultancy. Our 36 offices 
around the world are dedicated to creating, managing and valuing

 
our clients�’

 

most important and enduring assets �–

 

their brands. Since 
we were founded in 1974, we have pioneered leading-edge practices 
in brand management including brand valuation, internal brand 
alignment and BrandWizard, our proprietary system for managing 
brand identity on-line. We have long established and expert practices 
in brand strategy and a multi-award winning corporate, packaging 
and interior design competence.

Our people come from a wide variety of backgrounds �–

 

from 
accountancy to design, from management consultancy to multi-

 
media production, from marketing to finance. With this mix of skills, 
we have helped create valued and valuable brands for our clients

 

and 
all their audiences, whatever market sector they operate in.

We work with clients who positively influence or aspire to influence 
their markets and the world around them. We work with Fortune 500 
and FTSE 100 companies but also with entrepreneurial ventures, with 
sports organisations, governments and public services and with not-

 
for-profit organisations. The clients we have worked with include 
BMW, Orange, Samsung, Procter & Gamble, British Airways, PwC and

 
the AP Moller-Maersk

 

Group.

Whoever our client, we are concerned with only one thing: creating a 
measurable and positive effect on their business by building a 
powerful brand.

We�’re proud to be 
the winner of more 
awards for the 
effectiveness of our 
creative work than 
any other 
consultancy  

As well as being 
leading practitioners, 
we are leading 
publishers on the 
subject 
of brands  

We pioneered the 
practice of brand 
valuation and every year 
publish our global survey 
of the world�’s most 
valuable brands  
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We are Marketing Magazine’s Agency of 
the Year 2008

�‘A positive approach to collaboration, 
matched by its professionalism and 
commitment to progression in all 
categories, has helped the agency

 
take the top spot�’

The judges recognise �‘an agency 
working effectively with and 
anticipating the future needs of 
its clients�…

 

given Interbrand�’s

 

all 
round delivery it is a worthy winner 
of the top prize.�’
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London
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What we do



63 FlyMe Brand Valuation | May 2009

Building brand value is at the heart of 
our business
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Interbrand pioneered brand valuation 
as a discipline

Interbrand established brand valuation 20 years 
ago. Our approach is the industry standard, 
endorsed by:

Academics

 
Auditors

 
Accountancy firms

 
Analysts

 
Advertising agencies

 
Banks

 
Government bodies

 
High courts 
Management consultants

 
Stock exchanges

 
Tax authorities

Interbrand has completed more than 5,000 brand 
valuations in all industry sectors. Our valuation 
services are used by more than 600 leading 
companies
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Applications of Brand Valuation

�•

 

Strategic Brand Management

�•

 

Optimise investments

�•

 

Return On Brand Investments (ROBI) 

�•

 

Alignment with value based 
management frame works

�•

 

Brand architecture

�•

 

Brand portfolio management

�•

 

Brand value scorecards

�•

 

Brand stretch

�•

 

Co-branding

�•

 

Financial Transactions

�•

 

Balance sheet

�•

 

Securitisation

�•

 

Mergers & Acquisitions

�•

 

Licensing

�•

 

Transfer pricing/Tax planning

�•

 

Joint ventures

�•

 

Litigation

�•

 

Investor relations

These are some examples on our clients purpose when 
commissioning a brand valuation project with Interbrand. 
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Thank you!
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