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Conflicts of interest between a company’s own brands

When the secondary brand jeopardizes the main brand

A second cheaper brand - whether acquired or developed in-house - will quickly
become a threat for the company’s main brand. As less effort is required initially to
drive sales due to the lower price, it undermines the main brand. It takes away
money as a result of cross-subsidization, occupies management time, and uses the
resources, equipment and relationships of the main brand without paying for them.
The sales force proudly announces that it offers the same quality as the main brand,
but at a cheaper price. “Synergies” of this kind can threaten the very survival of the
company.

Umbrella brand or product brand ?

Successful brands form line extensions; companies form divisions. One of the first
problems that need to be tackled is what name to give the line extensions or sub-
groups. If this process is not strictly managed and controlled from the outset, so-
called sub-brands will develop under the established brand. These will ultimately
begin to claim rights of their own, and become a burden for the system as a whole.
Logos will end up competing with one another, and once this happens, the question
arises as to which name should be promoted. As the confusion starts to get out of
hand, brand managers will find themselves faced with an insoluble dilemma. Typi-
cally, this is the point at which the choice of an umbrella brand seems to offer the
perfect solution. However, experience has shown that an umbrella brand cannot
provide a strong product brand with additional energy. On the contrary, it may even
be counterproductive because the superior performance of the product brand can no
longer be the focus of communications.

Competitors turned allies

One day you have two brands locked in a bitter battle to outdo each other in the
marketplace. The next, one buys the other out, and all of a sudden they become
part of the same company. Should they remain competitors? Or should they go after
completely different segments in order to cover the market as fully as possible? This
is not an easy question to answer, particularly if both brands have historically occu-
pied the same position, more often than not in the mid-range segment. Should one
of the brands position itself differently? Or should one of them be given higher prior-
ity? To do so would inevitably have drastic consequences for the other brand.

Separate or joint sales forces ?

There are no hard and fast rules on this crucial issue. The real question that needs
to be answered is whether the impact of the joint sales force is regarded as more
important than the competitive strength of the brands when sold separately. If the
decision is to go for a powerful joint sales force, how can the brand energy of both
brands be leveraged to obtain a maximum competitive effect? Looking at this from a
purely cost perspective may create a situation in which neither the sales force nor
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the brands can develop their full potential in the market. What is more, the sales
force will not know which brands they have worked for at the end of the day, nor
indeed the ones which they will work for the next morning.

A new “brand” for each new product or service ?

Companies expand their range of products and services through innovations and ac-
quisitions. The difficulty lies in deciding under which brand name to market the
new offering. A company division that has just been set up is often quick to dismiss
the name of their parent company as “old-fashioned”, and to demand a new “mod-
ern” brand. Giving in to such demands means risking a loss of vitality. When the
new, more modern parts of a company choose to differentiate themselves from the
parent by adopting a different name, the parent will soon start to look old; and yet it
is the parent that actually finances them. Costly naming experiments, which have
subsequently been reversed, provide sufficient reason for thinking about a sustain-
able brand structure early on in the process.

What should be done ?

Behind all this, there is one fundamental, but difficult, question that needs to be
addressed: how does one organize brands, names, symbols as well as the financial
and human energies within a multi-brand organization in such a way that the com-
pany’s economic objectives can be achieved? In its search for pragmatic answers
that not only make good business sense but also deliver sustainable results, the Insti-
tut fiir Markentechnik has drawn on its extensive know-how and experience to de-
velop the Brand Architecture method.

The advantage of this method is that each problem can be assessed precisely, bear-
ing in mind its specific complexity and dimension. The appropriate amount of time
and resources needed for the particular case can be allocated accordingly. There is
clearly a big difference between deciding what names to give products within a
product range, and setting up a brand hierarchy within a corporate group.

Brand Architecture - succeeding in the marketplace even with
complex portfolios

Typically, problems such as those described above are rendered more complex by
the fact that they usually occur at one and the same time. The relationship between
the group and the product brands often needs to be redefined while simultaneously
restoring order to a system of parallel or competing brands. Whatever the case, deci-
sions will need to consider the following aspects: what product range needs to be
joined with which corporate activity so that they can mutually reinforce one another
in the marketplace? Which activities need to be clearly separated in order to achieve
maximum impact?

Joining and separating - usually both are needed to create a sustainable structure for
complex company portfolios. The Brand Architecture method allows these highly sen-
sitive issues to be moved from the superficial branding level (name, logo, colors) to a
much deeper level. All the strategic and operational implications of brand-related
decisions are analyzed and presented in a way that makes it clear to management
the consequences or undesirable effects their decisions will produce.
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In complex multi-brand systems, the market power of the individual brands and syn-
ergy effects are structurally opposing forces. With the instruments provided by the
Brand Architecture, these two parameters can be optimized even in difficult cases
(e.g. mergers and acquisitions). To achieve this, the process of joining and
separating brands must be carried out consistently throughout the entire value-
added chain - from R & D to production, from marketing to sales, and even to dis-
tribution channels. In those areas where individual brands are to operate independ-
ently, they are allowed to lead their separate existences. The group brand, on the
other hand, will be used in those cases where it is felt that it can create a stronger
impact.

The Brand Architecture method can also be used to determine whether, in a multi-
brand system, a joint sales force will create a greater benefit - or whether the im-
pact will be stronger if the brands are handled by separate sales forces. Here it is
important to carry out a detailed analysis of the relationship between the company
and the brands on the one hand, and its distribution partners on the other. Armed
with these results, the sales force will be able to make the most of this relationship
to create the maximum impact.

What should be done with the secondary brand which has a lower price position-
ing? Clearly, it is a matter of the utmost importance that the main brand is not can-
nibalized. However, there is no easy solution. Each case needs to be treated indi-
vidually and all the relevant parameters must be taken into account. Secondary
brands that can only survive through cross-subsidization must be evaluated in terms
of their economic viability.

If a company has already established a well-organized brand structure, another
problem affecting the brand architecture may arise, namely how to present the
product ranges under each of the brands. Each brand portfolio must fulfill two con-
ditions. First, there has to be a connection between the product offerings and the
established brand. The reason is that customers store all their positive experiences
under the name and symbols of the brand. Secondly, the individual products need
to be sufficiently differentiated from one another. This way customers can perceive
how broad a range the brand is capable of covering. If these conditions are met, the
brand will achieve maximum competitive strength over its entire product range.

When the brand portfolio is headed by a group brand, the Brand Architecture
method has to address another issue. In communications with sales markets, the
group may need to remain entirely invisible or to display its connection with the
brand. In the latter case, it is important to determine how prominent that link must
be.

Certainly, one of the main tasks of any group brand is to impress the financial mar-
kets. Unlike sales markets, where the existence of individual, unconnected brands
will not necessarily have a negative effect on the relationship with customers and
retailers, financial markets need to see evidence that a group has successfully inte-
grated its brands into a strong portfolio.
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The instruments of the Brand Architecture

The Brand Architecture method provides a set of instruments which puts the com-
pany name, as well as its brands and symbols, on to a secure and economically vi-
able basis. Management gets all the information it needs to make decision-making
both reliable and transparent:

The Brand Architecture establishes the correlation between the competitive
strength of the brands that has been built up over time, and the company’s cur-
rent policies and plans.

The very first task is to decide which names and symbols are connected with
the energy that the brand has developed over its history. These represent signifi-
cant corporate assets and, within a complex portfolio, provide the framework for
the Brand Architecture.

All the relevant options for the future brand structure will be worked out in de-
tail and analyzed from a strategic and operational perspective.

The Institut fiir Markentechnik systematically evaluates all the advantages and
disadvantages of the different options and compares them objectively.

Should it prove necessary to give up established names, a migration process will
be developed for transferring the brand energy.

Implementation strategies are designed to ensure that the new brand structure
can be realized in day-to-day business.

Each new activity (at the company, brand or product level) will have its logical
place in the brand structure and can therefore be integrated according to objec-
tive criteria at any future point in time - this enables management to manage
and control the brand portfolio in a sustainable manner.

For further information on the Brand Architecture, please contact:

Institut fiir Markentechnik
39, rue Vautier

1227 Geneva-Carouge
Switzerland

Phone: +41 (22) 879 80 40 - Fax: +41 (22) 879 80 41
E-mail: mail@markentechnik.ch

Copyright © 2009 by Institut fiir Markentechnik Geneva.

Markenarchitektur® (Brand Architecture) is a registered trademark of the Institut fiir Markentechnik Geneva.

This document is protected by copyright. Full or partial use is not permitted without the express agreement of
the Institut fiir Markentechnik Geneva.



