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The
Chairman
SPDEAkKS ...

With this issue, SCMS Journal of Indian Management has entered the third successful year
of publication. During the last two years we have introduced several changes to improve the
quality of the journal. Our efforts were always to give the very best to our readers. The overwhelming
response we get from our readers, by way of opinions, letters to the editor, contribution of articles,

requests for subscriptions etc, speaks volumes about the quality of our Journal.

The lead articles in this issue explore two of the hottest areas in marketing i.e., branding and
globalisation. These topics are of immense concern to practitioners as well as academics. How to
go global with a brand? How to make sure that the brand realizes its full potential as it stretches
across diverse societies and markets? These are key issues of interest to brand marketers. Perhaps,
one of the best ways to get a fresh perspective on these issues may be to look at the best

practices that successful global companies have adopted. The lead articles serve this purpose.

This issue of the journal contains ten selected research papers written by authors of repute. | trust

you will find it insightful and helpful to stimulate your thought process.

Dr.G.P.C.NAYAR
Chairman, SCMS Group of Educational Institutions

Published by School of Communication and Management Studies
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Editorial

You have to accept the fact that man is not simply Homo sapiens; he’s Homo
symbolificus - he’s someone who makes symbols (Walker Percy 1916-1990).

The student puzzles over a project proposal.
The writer labours over a monograph.

The researcher records the findings in a paper.
The journalist finishes an investigative report.
The executive outlines a business proposal.
The novelist narrates a touching story.

The poet captures a fleeting feeling.

The diarist jots down the day’s events.

However, their tasks vary.

But each of them accepts a challenge.

They create coherent ideas in their private worlds of thought.

Each of them maps those ideas into the public worlds of linguistic symbols.
In composing them, these individuals create meaning for themselves.

And at once they create meaning for their readers.

They engasge in a special form of thinking.

This is making of meaning.

Thus they may well define one of the most unique characteristics of our species.
We are Homo symbolificus.

Creative people come in all shapes and sizes, all colours and ages, and all sorts of
personality types: introverts and extroverts, maniacs and depressives, schizophrenics
and hysterics, sociopath and good citizen. It is not the personality type that makes
the difference, but the self. To the self, | ascribe motivation and style, the choice of
meaning, and the making of meaning in work, career, and life course. This is the reason
why our management journal strives at getting perfection through articles from all
over the globe. We wish and hope to get many articles in the field of management from
greater selves to our journal to make it greater.

Dr.D.Radhakrishnan Nair

Editorial Assistance

Assistant Editor: Dr.Rejie George Pallathitta Editorial Assistant: Mr.E.V.Johnson
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Growing Brands G\obaHy

Prashant Salwan and Jitin Munjal

Technically, Brand value accounts for 38 per cent of the global stock market valuation. While brands are amongst
the most stable assets of a company and can increase value in difficult market conditions, brands can lose their
value if not managed well. Companies are increasingly expanding the geographic scope of their operations,
setting up or acquiring companies in other countries, or entering into alliances across national boundaries. As a
result, firms need to pay greater attention to coordinating and integrating their marketing strategy across markets.
Rich with experiences from his visits to Samsung, Tetley, Procter and Gamble, Unilever and Coca Cola International
in UK and their subsidiaries in Asia, the author has studied the processes followed by them and the best business
practices required to meet the challenges of making, growing and consolidating the brands globally.

Importance of Brands in today's world ...

hile brands have always been important for a

company, since they

help sell the companies
products in a more profitable
manner, the trend in the marketing
world is now unmistakable...in
the West brand valuation became
critical for strategic management
a long time ago. As per Jan
Lindemann, Global Manasging
Director for Brand Valuation -
Interbrand, “Brands are one of a
company’s important assets...
and they have created
shareholder value since the
creation of stock markets.”
Technically, Brand value accounts

Vs

of Economics and Political Science, U.K.
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for 38 per cent of the global stock market valuation!

As one can see, while on an average, brands account

for 38 per cent of a company’s
valuation, for companies such as
Coca Cola, McDonalds and
Disney, they account for 59
per cent, 64 per cent and 61
per cent, of the company’s
valuation - substantially more
than the value of physical assets
owned by these companies! Just
as an interesting comparison, the
value of the world’s top two
brands is more than the foreign
exchange reserves of Indial

The Interbrand list again indicates
the dominance of U.S. brand
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As per interband, the top 15 brands globally (and their valuation) are:

SI.No. Brand
1. Coca-Cola
Q. Microsoft
3, IBM
4. General Electric
5. Ford
6. Disney
7. Intel
8. McDonald’s
9. AT&T
10. Marlboro
11. Nokia
192. Mercedes
13. Nescafé
14. Hewlett-Packard
15. Gillette

Source: Interbrand study, 2000

names — with all the top ten brands being from the
United States.

Value of brands can vary substantia”y, year to year...

Interestingly, the valuation of brands can vary substantially from
one year to another, thus making the task of managing brands
globally a tricky task. While brands are amongst the most stable
assets of a company and can increase value in difficult market
conditions, brands can lose their value if not managed well.

Last year Coca Cola, Microsoft and IBM retained the top three
positions. However Ericsson was, the biggest value loser in the
Top 100 as it went down by down 49 per cent to $3.59 billion
and 71t spot. The brand that has gained the most in valuation
has been Samsung, which saw a 30 per cent gain, resulting in its
value being lifted from $6.37 billion to $8.31 billion - by far the
biggest jump among the top 100 brands.

Very few Asian Brands in the top 100 ...

Samsung is one of just seven Asian brands in the list. The other
six predictably are Japanese, headed by automaker Toyota, with

Published by School of Communication and Management Studies

Value Brand's Share of

Company Value
$83.9 billion 59%
$56.7 billion 21%
$43.8 billion 28%
$33.5 billion 10%
$33.2 billion 58%
$39.3 billion 61%
$30.0 billion 21%
$96.2 billion 64%
$94.9 billion 24%
$21.1 billion 19%
$20.7 billion 44%
$17.8 billion 37%
$17.6 billion 923%
$17.1 billion 31%
$15.8 Billion 37%

a brand value of $19.45 billion. Honda is next with a value of
$15.1 billion, followed by consumer electronics giant Sony at
No. 21 and $13.9 billion. Nintendo at No. 32 ($9.22 billion),
Canon at No. 43 ($6.7 billion) and Panasonic at No.81 ($31.4
billion) make up the remainder of the Asian brands.

Globalisation and Criticality of Global Brands

Large markets in the Developing Countries ...

With increasing globalisation — in all arenas, such as politics,
economics, finance etc., the world is turning into a global consumer
marketplace. The growth rates of the economies of the developed
countries have slowed down considerably, while that of developing
countries (specially the BRIC economies) is growing much faster.
Hence, the markets of the developing countries are becoming more
and more lucrative, not only from the volume point of view, but also
from the value point of view (with the per capita income also growing
more rapidly than in developed countries). The media and
communications explosion, awareness about products and brands
available in developed countries is growing, and a latent demand for
these very goods is emerging in these countries.



Increase in Global Expansion of Brands ...

With the globalisation of markets and the growth of competition
on a global scale, companies are increasingly expanding the
geosgraphic scope of their operations, setting up or acquiring
companies in other countries, or entering into alliances across
national boundaries. At the same time, with the spread of
global and regional media, the development of international
retailing, and the movement of people, goods, and
organizations across national borders, markets are becoming
more integrated. As a result, firms need to pay greater attention
to coordinating and integrating their marketing strategy across
markets.

Making Management of Global Brands Critical ...

An important element of a firm’s international marketing strategy
is its branding policy. Strong brands help to establish the firm’s
identity in the market place, and develop a solid customer
franchise (Aaker 1996, Keller 1998, Kapferer 1997) as well as
providing a weapon to counter growing retailer power (Barwise
and Robertson 1999). They can also provide the basis for brand
extensions, which further strengthen the firm’s position and
enhance value (Aaker and Keller 1990). In international markets,
an important issue for the companies is whether to use the
same brand name in different countries, leverasging brand strength
across boundaries, or whether to maintain local brands
responding to local customer preferences. A related issue is
what level of branding to emphasize, i.e. corporate/house or
product-level brands or some combination of both.

The central role of branding in defining the firm’s identity and
its position in international markets means that it is critical to
develop explicit international brand architecture. This implies
identifying the different levels of branding within the company,
the number of brands at each level as well as their geographic
and product market scope. The most critical element in this
structure is the number of levels, i.e. corporate, house/product
business and product and how these are used in conjunction
with each other. Related to the development of this architecture,
is the question of how to manage brands that span different
geosraphic markets and product lines. Who should have
custody of international brands, and be responsible for
coordinating their positioning in different national or regional
markets, as well as making decisions about use of a given
brand name on other products or services?
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In such times, establishing global brands and managing them
globally becomes critical to success and profitability of a
company. The challenges can be manifold, and these are
discussed in the next section.

2.0 Challenges in Managing Brands Globally
Various Kinds of Challenges Faced in Managing a Brand Globally ...

At the core lies the challenge of making the global brand relevant
to the local market, while still maintaining the same positioning
that it enjoys globally. Since the market conditions, the consumer
preferences, the competitive situation is different in every market,
this can be a very daunting task.

Some of the aspects influencing these issues are detailed in this
section.

Older brands vs newer brands

One of the issues faced by Global brands is a situation wherein
the brand has a very old heritage, which has been in existence
for many years, and has developed as per the requirements of
the particular local market. Over a period of time, this may have
developed in a direction very different from the positioning of
the brand globally. At this point, to try and move the positioning
to be in alignment with the global positioning, can lead to a
massive loss in consumer franchise. Such problems are being
faced by companies such as Unilever, Nestle etc., which have
very old brands, which had grown, outside of the domestic
markets several decades back.

On the other hand, in case the brand does not exist in the local
market and is making an entry, the task is marginally simpler, as
the global positioning can be used to launch the brand in the
local market. In this case the challensge lies in ensuring that the
global positioning is presented in @ manner that is relevant to the
local conditions. Such are the challenges being faced by
companies such as Samsung, Tetley and LG etc.

Domestic base vs Export Orientation

Traditionally, the reason for expanding to international markets
has been the lack of further opportunities in the domestic
market. Thus, companies after becoming leaders in their
respective domestic markets, find future growth more easily
feasible by expanding into other countries. Traditionally, the
developed economies have had a larger market size, and if a



company had a dominant market share in the domestic (and
developed economy) market, it has access to large volumes
of steady cash flows that could be used to fund the
expansion overseas. This has been the route followed by
many large MNCs such as P&G, Coca Cola etc. These
companies had “deep pockets” which they could rely on
when competing with the established players in the new
international markets.

Additionally, since the consumers in the developed countries
were more demanding, these companies had already developed
technolosgies / products that were quite sophisticated. Hence
they had the advantage of superior technology, when going
into the developing countries.

Contrasted with that are companies such as Samsung, TCS, Haier,
Infosys, who derive bulk of their sales from international markets.
While they had a leading share in the domestic market, the size
of the market (being in the developing world) was much smaller,
and hence the availability of cash flows to expand internationally
was lesser in comparison. It then became critical for these
companies to decide how best to compete with the more
established players in the markets they expand into. Not only
do they need to be smarter in the way they spend the limited
monies they have, they also need to invest in R&D to make
products that meet the exacting standards of the consumers in
the developed countries. Hence the limited cash flows further
get split between the two areas — investing in R&D and investing
in marketing.

This slows down the pace at which these companies can expand
internationally ... it is only in the past decade or so that easier
access to global capital at affordable rates have helped the
cause of such companies.

Monies Commitment for Developing a Brand

If one were to look at the quantum of monies needed to sustain
a brand in a market, the comparison between the monies
required for developed and developing countries is substantially
different. Just as an indicative example, it is possible for a
company to dominate the media and consumer landscape for
marketing purposes for a cost of £4m /annum in a country the
size of India, whereas to achieve the same dominance in a
much smaller country like UK, would require expenses to the
tune of £10-15 m /annum (as per estimates from executives in
MNCs).
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Criticality of Local Knowledge

Since the consumer habits, practices and needs can vary across
countries... and even if these are somewhat or very similar, the
cultural context in which the consumers operate, may be
different. Hence an in-depth understanding of the local market
conditions, consumer preferences, media habits, distrioution
mechanics, competitive landscape, legal standards etc. are key
to development of the global brand in the local market.

Today, while market research can help understand these aspects,
the company needs to be in a position to use this data effectively.
In many cases, due to the centralized nature of managing global
brands, these local cultural nuances may not get addressed by
the global brand’s marketing / advertising campaign. And this
can lead to sub-optimal results when the marketing mix is
implemented.

Speed of Response to change in Market Conditions

The speed at which a company responds to changes in the
competitive marketplace or to changing consumer preferences
can impact the success it achieves in the marketplace. Depending
on the degree of centralization with which the operations of the
company are organized, the speed with which it responds in
the market can vary dramatically, e.g., though P&G gives fair
degree of autonomy to the local country team, any significant
marketplace intervention needs to be approved from the regional
headquarters. As compared to P&G, Unilever has a more
decentralized approach to manasing local markets, and is thus
seen to be faster in responding to changes in the marketplace.

This becomes critical specially in today’s scenario, where
manufacturing of goods in developing countries offers significant
economic advantages, and companies need to be able to
co-ordinate between production, R&D, design and Marketing
managers, who are often located in different geosraphic
locations. It then becomes the key task of the organization to
ensure that physical distance does not become a reason for
slow speed of response to consumers. Alternately, if that cannot
be managed, then companies need to be willing to let go of
some of the cost advantages and have various departments in
the same location, even thousgh it is not cost optimal.

Developing Countries — Size of Market vs Size of Branded Market

Another aspect of critical importance is accurate estimation
of the size of the market. Often companies make errors when



estimating the size of the market in developing countries, as
they overestimate the pace at which consumers can be made
to shift from buying commodiities to buying branded goods.
This is often based on companies’ previous experience of
selling in more advanced economies, where branded goods
are substantially more accepted.

This often leads to unrealistically high expectations from the
local market and results in “underperformance” and pulling out /
reducing investments in the new country.

Developing Countries — Basic Business Model and Impact on Cost

Consumers in developing countries are very often less
demanding and discerning as compared to consumers in the
developed countries (though at the premium end of the market,
the differences are becoming lesser and lesser, irrespective of
whether the consumer are in developing or developed
countries). Due to this, several local brands are able to meet
their needs through low cost products, more fluctuations in
quality and with little marketing expenses. Larger companies,
who are more used to working with large marketing expenses,
and stringent quality controls often get priced out of the market.

In such cases, the companies need to be able to adopt local
practices to compete effectively in the marketplace. This is
perhaps best highlighted by the success of “Wheel” in India,
which effectively took on the local champion “Nirma” in the
washing powders category. At the same time, P&G tried to
develop a detergent ‘Ariel Supersoaker” which was more highly
priced as they cost structures were in line with global “best
practices” and not “local realities.” Needles to say, the brand
fizzled out very soon.

Quality of Products vs Power of Branding

Interestingly, there is a substantial difference in cultural mindset
between the East and the West, in terms of understanding the
importance of branding in selling to the consumers. While most
companies in the West realize that good quality is a necessary,
but not sufficient condition for selling and that good branding is
very critical in ensuring that the consumer comes and asks for
the product (commonly referred to as the “pull” strategy in
marketing), the same is not shared by many companies in the
East. It is for this reason that several companies in the electronics
good arena, such as Panasonic, Hitachi etc have not been able
to make significant inroads in the Western markets. While their
products are technically superb, due to weak branding, the
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consumers do not perceive them to be good buys. The strong
exception to this mindset has been SONY, which realized the
criticality of branding very early and have made significant
investments in building the brand globally. Of late, companies
such as Samsung have also been investing heavily in building
the brand globally.

Awareness, brands and power brands

Many companies fall into the trap of confusing awareness with
brand recall, and brand recall with brand strength. This becomes
particularly tempting when one is operating in another country
and is keen to get a “quick return” on brand investment, specially
when the domestic company does not have “deep pockets”
(we have already seen the substantial amount of monies needed
to sustain a brand).

While all marketers know that moving on the path of awareness
to creation of a brand to creation of a power brand required
decades, and not just years, they may be having a power brand
status in their domestic market [achieved over several decades],
and hence assume that once they launch the brand in a new
market, it will automatically acquire the status of a power brand
[“...why shouldn’t it? It's a power brand back home ..."].

Similarly, companies may be lured into thinking that the market is
just “waiting” for their brand, and hence companies can find
themselves getting frustrated at the “slow progress” being made
by the brand in new markets. Product availability is of course just
one of the several things that need to fall into place before
achieving market success (presenting the brand in the
appropriate local context, with modiifications in the product to
make it suitable for the local market etc. would be amonsg the
other critical ones) ... however success in the domestic market
can make the companies myopic in their view on the pace at
which a brand will become a success in a new market.

Examples of this can be seen from India, where Coca Cola
achieved success only in the last two-three years, once they
incorporated strong local idioms into their brand communication
strategy, rather than following “sterile” globally accepted
communication platforms. McDonalds on the other hand suitably
modified their products for the Indian palate and hence “tasted”
success much sooner. Each of these brands has achieved a
“Power Brand” status only after being in the market for close to
a decade, and have had to spend substantial monies to reach
this position.
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The points discussed are by no means the only challenges facing
a company trying to grow / manage a brand internationally, but
provide enough of a flavour of the complexity of managing a
brand globally.

In the next section we will take a look at the processes followed
by a few global companies in their quest for global expansion
of their brands.

3.0 Processes Followed by a few Global Brands

Let us now look at examples of two Asian brands (Samsung,
Haier) that have tried to make an impact on the global arena and
then look at how one Western company (Unilever) manages its
brands globally.

Samsung

Samsung Electronics, a South Korean company, since its
establishment in 1969, has manufactured products not with the
aim to sell in the domestic market, but for export to the overseas
market (due to the limited size of its domestic market). Currently
79 per cent of it’s sales are derived through exports, and they
operate across approximately 100 offices for production, sales,
distribution, and do R&D in 50 countries throughout the world.
The sales figures for Samsung, and the area-wise break up is
shown in the Table below:

Samsung’s 2003 sales: $36.4 billion (unconsolidated)

Area %
Korea 21.3%
Rest of Asia 34.9%
u.s. 20.4%
Europe 29.9%
Africa 0.5%

Source: Interbrand

Building the Global Brand

The experience of Samsung Electronics shows how hard it can
be to build brands. Today, with more than $33 billion in annual
sales, it is a global leader in consumer electronics: half of those
sales are mainly to Europe and North America. But Samsung
spent much time and money on its globalization campaign.
Starting with domestic operations, the company acquired basic

Published by School of Communication and Management Studies

SCMS Journal of Indian Management, January-March, 2006.

product-development skills through joint ventures and more
than 50 technology-licensing agreements. Branded exports
began in the early 1980s, with US prices set at a discount to
those of Japanese and US competitors as a way of appealing to
price-sensitive customers. Samsung also acted as a private-label
supplier to retailers and brands.

It slowly learned the requirements of its markets by conducting
extensive consumer research and building up its overseas sales
and manufacturing operations in the United States, Germany,
the United Kingdom, and Australia. The company increased its
R&D budgets, and by the early 1990s its aspirations had led it to
invest in products and technologies (for example, flat-screen
monitors and televisions, disgital high-definition televisions, and
digital mobile phones) that would raise its brand profile.

Finally, in the late 1990s (post the East Asian Currency led crisis,
when Samsung realised the need to insulate itself from such
fluctuations) Samsung launched its global brand with more than
$1 billion in advertising, including sponsorship of the Olympic
Games. The theme of this campaign was to show Samsung as
an organization accomplishing “outstanding feats as a part of
day-to-day operations” —which helped create a leadership imagery
with the consumers (and hence began the journey to Samsung
from an OEM producer to a producer of world class brand).

It formed alliances with high-tech partners such as the US
telephone company Sprint and introduced a wave of cutting-
edge products, spending more than $7 billion, or five per
cent of sales, on R&D from 1996 to 2000 and upward of $400
million on brand advertising in 2007 alone. In the meantime,
the company positioned itself as a premium brand by shifting
its channel focus from mass merchants to category killers. In a
2003 survey of global brands, Interbrand, a brand strategy and
design consultancy, ranked Samsung as number 25, with a
brand worth $10.8 billion—a 31 per cent increase from the
previous year.

Samsung owes its rapid brand appreciation in part to its 2001
“Everyone’s Invited” advertising campaign for its consumer
electronics. Gartner said Samsung had 9.6 per cent of the global
mobile phone market last year. Since then the company has
released more of its 3G camera phones. In May Samsung said it
would spend $200 million on its new “DigitAll Experience” global
ad campaign, which it said was designed to extend the 2001
campaign and build on its Salt Lake City Winter Olympics
sponsorship.
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Samsung also got a boost from the World Cup soccer
tournament co-hosted by Korea and Japan during June. Sales
of its plasma screens and flat-screen television sets jumped
during the hugely popular tournament.

This year, the advertisement account has been shifted to WPP,
and the size of the account is estimate to be in excess of
$ 600m — quite an increase in the last seven years.

Global Branding

The Samsung Electronics brand needed to be managed in a
unified manner and maintained consistently for the mid-to-long-
term. The company produces and sells a variety of products
that must be unified under the premium-brand positioning that
they are seeking. Prior to Samsung’s decision to manase the
brand imasge through a central organization, many of the
marketing activities were localized to the region. However, this
was found to be leading to a dilution of the brand and a
misconception of the corporate identity.

Hence all large sized branding activity was centralized out of
Korea (such as the “DigitAll Experience,” Olympics Sponsorship,
“Matrix—the movie” sponsorship) and only the smaller, country
specific branding activity was decentralized, that to after laying
down the boundaries within which the branding needs to
operate.

An additional way to keep improving on the premium imagery
of the brand is to focus on at least five-six “Hero Products” in
the year, which are necessarily cutting edse products, which
can lend premium sheen to the brand. An example would be
the launch of the 80 inch plasma TV — the largest in the world.
While some of the Hero Products will not have a substantial
market (like the above mentioned 80 inch plasma TV), they would
serve the cause of enhancing the premium imagery for the brand.

There is substantial cross-fertilization of ideas through regular
“Global Seminars / Meetings” where the pros and cons of
marketing ideas are debated at length.

Managing Globally

According to the executives at Samsung, the key to monitoring
the progress of the entire company is in setting the right
incentives, controls, and standardized processes in the
corporate environment. At Samsung each division is empowered
through a system called the Global Business Manager.
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Implemented several years ago, this system places responsibility
on the division head for the profits generated. At the same time,
the head is given the flexibility to make prudent decisions, which
are crucial for the division’s advancement.

However, this centralised approach has some drawbacks, specifically
relating to how relevant the brand is seen to be in local markets.
Samsung advertising was centralized with an American advertising
agency for the past five years and creative were made in New York
and then post some tweaking at the local level, they were telecast
across the globe ... while this may have had some success in the
developed countries, there was a basic problem of the creative
lacking cultural empathy with consumers in the developing countries
[unlike the protagonists shown in the advertisements, there are not
too many blonds in developing countries!].

It is now when the brand has developed a common theme across
several countries that Samsung is in the process of making the
advertising for the brand more de-centralized. Thus, India, which
has been identified as a focus area is likely to get the responsibility of
making advertisements specifically for the local markets. Of course,
all of this will be guided by a detailed Brand Manual, which will
ensure that the basic equity of the brand remains consistent across
countries, while the local renditions can be made as per local cultural
requirements.

Haier

Haier, a Chinese white goods manufacturer, has factories and
offices in more than 100 countries, a $15m American
headqguarters in mid-town Manhattan, and a cult following among
American college students who chill their beer in its mini-fridges,
sold at Wal-Mart. And Haier is gearing up to become even more
global - of the $8 bn / annum sales, about $1 bn sales are
achieved from overseas markets.

Market Leader in China, looking for growth beyond China ...

Domestically, by 1991 it was a market leader in China, and the
company had expanded beyond fridges into a range of white
goods by taking over other moribund state enterprises. Today
Haier’s factory sheds cover more than a square kilometre of
Qingdao. Haier is the leading seller in China of most home
appliances, with market shares of 20-70 per cent. However,
Haier’s Chairman, Mr.Zhang admits that plunging returns in his
core white goods business domestically, are driving him abroad.
After China joined the World Trade Organisation, he said, “every
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multinational set up in China. Margins are low here. If we don’t
g0 outside, we cannot survive.”

Driven by the Lure of Better Profits ...

Higher prices for branded goods translate into huge profits.
For household appliances, the US profit pool is worth more
than $2 billion, nine times the profit pool of China and 100
times that of Brazil. For consumer electronics, it is worth
more than $1 billion, ten times more than China’s and 20
times Brazil’s. Moreover, developed countries offer a wider
range of sizable segments to target. The US market for
projection televisions (screens of 45 inches—115
centimeters—and up) is worth more than all of the video
products sold in India, while the $400 million worth of
compact refrigerators sold in the United States in 2000
amounted to twice the total value of all refrigerators sold in
South Africa or Poland.

It has had some success in the global market, with overseas
sales of approx. $1 billion - Haier claims 30 per cent of the
market for small fridges and half the market for wine coolers in
America, and a tenth of Europe’s air-conditioner market. Haier
is now the world’s fourth-largest white-goods maker behind
Whirlpool, Electrolux and Bosch-Siemens and ahead of GE—
thousgh that is mostly owing to its big domestic production
volumes. The company wants to improve this position to number
three.

The Strategy is driven towards Building the Brand ...

The strategy that it is using in the U.S. is to build up consumer
awareness. And they are attempting to make consumers feel that
Haier meets their needs significantly better than competition. So
their strategy has focused on developing innovative products. For
example, they chose the dormitory refrigerator (Used by students)
not because the product was cheap, but because they felt their
dormitory refrigerators could satisfy the needs of American college
students better than competition. So they designed this product for
that group of consumers - the design was innovative and different
fromwhat was offered by the competitors (e.g. they added a foldable
flap that could be used to place laptop computers, which are owned
by most college students in America — hence, attention to such
small details made the difference!) resulting in them having been
able to outsell similar products made by competition (which fell into
the trap of considering this as being too small a niche to cater to
specifically with product innovations).
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From the Lower End to the Higher End of the Products ...

Now they are moving into higher-end refrigerators - so one can say
that they have first focused on the low end, and now will move into
the medium end and later on into the higher end.

But the college dorm and oenophile markets will take Haier only so
far. To reach his goal of $1 billion sales in the USA by 2005 (current
sales are $300m), the local manager says, “we need core products
to attain mass retail presence.” That means mainstream items like air
conditioners and washing machines especially, family-sized
refrigerators, the product with which Haier got its start. But while
Asian brand names have become common on everything from
televisions to cars, the major-appliance market in the U.S. is still
dominated by Whirlpool, General Electric, and Maytag. The biggest
foreign player is Sweden’s Electrolux, which got into U.S. kitchens
by buying Frigidaire. The four companies together make 98 per cent
of the nine million standard refrigerators sold in the U.S. each year.
Haier’s goal: ten per cent of that market by 2005. “Given what we've
done in other categories,” he says, “l don’t see why we can’t achieve
that.”

But are the Resources and Focus in Place? ...

But size does not automatically mean quality; just as buying
name recognition at any price (that $ 15m Manhattan HQ) does
not equal careful brand building. Haier’s drive into markets
abroad mirrors a push into new markets at home. In both,
diversification is driven by opportunism and not good strategy.
Predicting that profits in 2004 will be flat at two billion yuan for a
third successive year, despite an expected 20-30 per cent rise
in sales, outside China, Haier has so far concentrated on niche
products like — mini-fridges (to which it adds a handy
fold-down flap for a laptop) and wine coolers. But to continue
to grow globally it will have to compete with the likes of
Whirlpool in their main markets. Yet Haier lacks such firm’s R&D,
design skills, research strength (it employs just ten researchers
in America). In addition, their distribution and their service
networks also has poor backing. Mr.Zhang (Chairman of Haier)
says his biggest problem is hiring decent managers, since he
cannot pay as well as rivals. Haier does not have established
brands—or the money to build one.

Nor is Haier being careful to keep costs low. Mr.Zhang insists
that Haier must produce outside China to be responsive to
customers. Yet, with that strategy, that deprives Haier of its
greatest advantage: China’s vast pool of low-cost labour.
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Meanwhile, Haier’s attempt to reward creativity—allowing every
engineer the freedom to design and build his own products
has worked very well, leaving it with a bewildering 96 categories
of goods in 15,100 specifications, including a fridge that pickles
Korean kimchee cablbage and a washing machine that also cleans
sweet potatoes! Most of these variants add more to production
costs and complexity than they will ever add to sales. Worse,
the group has moved beyond white goods into computers,
mobile phones (where sales have been disappointing), and
even interior design and pharmaceuticals. All with unlimited
potential, insists Mr.Zhang. “This is a globalised era. No single
industry can survive. There is a great future in these markets.”

Tackling the tough Developed Markets First ...

Haier’s development strategy is to explore the difficult markets
first and then go into the easier markets. So the first efforts are to
explore the European and American markets rather than the
developing countries. While they realize that it is very hard to go
directly to developed markets and fight face-to-face with more
advanced competitors, the stated objective is not just to earn
hard currency but also to build up the company’s brand
awareness and recognition. And in order to enter developed
countries, products have to pass through a very stringent
certification process. Usually this process takes almost one year.
And once they enter the market, often people will feel that
products from China are just cheap junk. So in order to sell it's
goods at a decent price, they have to regularly improve on their
quality. While this puts pressure on Haier, it also helps them to
improve and build up their brand reputation in the home country.

Retail Partnerships...Based on Meeting their Needs
Better than Competition

On the retail front, they already have relationships with the top
ten largest chain stores. But instead of only managing relations
with the retailers, they are focussing on what they feel is
something which is much more important — to help the retailers
make more monies. Instead of just building good relations, they
intend to help the retailers identify who are their target consumer
groups and then design products specifically for them.

Different chain stores have different consumers - some of them
target a lower-end consumer — one example of that is
Wal-Mart. Others target a higher-end consumer like Sears. So
they intend to help retailers by developing products that meet
their specific needs. This is not something that is likely to be
lucrative for the large white goods brands in the US, and will
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thus be an extension of the “niche market exploitation” and
“product differentiation” strategy, which has worked well for
them till now.

The Path ahead ...

Haier also realizes the importance of having a powerful brand in
the U.S. market, there are many mature brand names such as
Maytag, Whirlpool, and G.E, and Haier realizes that people feel
that those are the most trusted brand names. It is also the same
in the European market - there it is Bosch and Siemens that are
most trusted. Most of these brand names have been in existence
for more than 100 years, but Haier has a history of only ten-plus
years. In addition it has only been a few years since Haier first
moved into these overseas markets, hence Haier’s focus on the
“niche market exploitation” and “product differentiation strategy.”

As stated by Mr.Zhang “Also key to strengthening Haier’s brand
name is our speed and our ability to differentiate ourselves from
our competitors. While other companies may also recognize a
consumer’s needs, they may not be able to convert this
knowledge into real products in a timely enough fashion. At
Haier, we can convert ideas into products in a very short time.
This is especially after our recent business-process reengineering.
Secondly, our products must not appear similar to any other
company’s products. We must develop products that clearly
differentiate us from all of our competitors.”

In 2000, Haier became the first Chinese company to open a
major manufacturing facility in the U.S. Last year its first products
went on sale. And this year the $40 million factory expects to
turn out 200,000 family-sized refrigerators. If it seems odd for a
Chinese company to open a factory in the U.S.— since the
traffic is typically in the other direction, since labour costs are so
much lower in China—Haier has its reasons. First, it is expensive
to ship big, hollow refrigerators from China. Second, Haier likes
design and production to be close to its markets. (The group
has eight design centers and 13 factories outside China). A U.S.
factory also allows Haier to stick a made in the U.S.A. label on
its products and is a sign to retailers that the company is in
America to stay. As for Chinese workers, there aren’t many -
out of 220 employees, only factory president Zhang Zinmin, a
small support staff, and about half a dozen engineers are Chinese.

Just as the Camden facility represents Haier’s determination to
fit into the American market, the company’s sales headquarters
in Manhattan represents another attempt to put down roots.
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Haier spent $15 million to buy the former Greenwich Bank
building, a 1924 landmark that embodies solidity. In addition to
offices and research labs, the company plans to put a showroom
and a restaurant in the former banking hall. Haier likes to see
itself as different. “We can’t just do me-too products,” says
Jemal, the local manager. “The competition is much more
established, with great brands and distribution, so if we're like
them, we'll be crushed.” The fridges from Camden, for example,
are your basic white boxes. But the company points to distinctive
features like see-through vegetable crispers and door shelves
that hold gallon jugs - small things, but Haier hopes these
touches will help to distinguish the refrigerators in the
entry-level market segments they're in.

As it ventures out of niches into the mass market, Haier is starting
to do consumer advertising. Previously most of its ads were
limited to brand promotion on billboards and airport luggage
trolleys. Now it wants to reach shoppers directly, so that some
day people will no longer wonder, “Haier who?” But the
company'’s first effort, an ad in the September issue of Good
Housekeeping for the Access Plus freezer, looks
old-fashioned—a brand-building effort equivalent to a
basic white box.

American appliance makers are aware of what Haier plans.”l
take it very seriously,” says GE Appliances chief executive
Jim Campbell. Not that he feels threatened. GE has unrivalled
brand recognition, a vast range of products, and a nationwide
service network. Haier has one small factory and a dream.

Nonetheless, Haier’s bid to take a chunk of the American
market is a serious one. “Over five years,” says analyst Nicholas
Heymann of Prudential Securities, “it could become a force.”
With good-quality products and low prices - a Haier 14-cubic-
foot unit costs $370, about $50 less than a Whirlpool - it is not
fanciful that Haier could break into America the way Sony did in
the 1950s or Samsung did in the 1980s. In one important way,
Haier has an advantage over the earlier Asian pioneers. Marshall
Meyer, of the Wharton School of Business, notes that given
China’s vast geography, disparate markets, and multiplicity of
national and local authorities, Haier has dealt with many of the
problems of globalisation without leaving home.

“Haier has meticulous planning like a Japanese company and
execution like GE,” says Camden general manager Guberski.
‘And when these guys decide to do something, boy, do they
act fast.”
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Other Chinese Companies
Background

Many companies in China have shown quite convincingly that
they can manufacture competitively priced, high-quality
products.

In fact, Chinese companies have shown convincingly that they
can produce competitively priced, high-quality goods. Galanz,
for instance, makes microwave ovens on an OEM basis for almost
all of the world’s leading consumer electronics companies. Swan
supplies General Electric with dishwashers. And Changhonsg
Electric supplied Wal-Mart Stores with televisions sold under an
unrelated brand, Apex Digital, in a giant one-day promotion in
2002.

The Chinese companies most likely to succeed in establishing
brands in overseas markets are those that have a track record in
low-cost, high-quality manufacturing and show marketing
prowess on the local level. In general, Chinese manufacturers
have relied on a fully integrated model in the domestic market.
They start off using foreign technology and then try to develop
their own technology and products. Most of these companies
are heavily asset-based and have large manufacturing
organizations, and almost all have their own distribution networks
and large, cheap sales forces. Replicating this model with
traditional products in developed markets would be prohibitively
expensive, time-consuming, or beyond the skills of management.
Only a few Chinese companies, such as Haier, have built factories
in the United States; Haier’s leaders believe that the added
expense of producing goods there will be outweighed by the
ability to respond more quickly to changes in local consumer
tastes.

More specifically, the Chinese have no overseas distribution
channels or service networks, little promotional or advertising
savvy, and limited pricing skills. It is questionable whether these
companies could quickly develop a feel for the design and
feature preferences of Western customers.

Alternate Business Models to grow the Brand G|oba||y

There are two business models that would help a Chinese
consumer products company move its branded goods quickly
into developed markets while taking the time to become familiar
with them.
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The first model is a step-by-step procedure in which products
exported from China penetrate overseas markets through
independent distributors serving discount channels. This gradual
process would permit Chinese companies to gain an
understanding of customer behaviour and to build brand
recognition.

In the second model, Chinese companies buy an established
brand that has fallen on hard times and then move its production
to China to benefit from lower labour costs.

The Step-by-Step Approach

Channel consolidation in advanced markets has long been seen
as a barrier to outsiders. Mass-market retailers in the United States
for example, control more than half of the consumer electronics
market, and the trend is accelerating. This development means
that there are fewer competitors to which manufacturers can
pitch their goods and that they have less power over pricing.
Exclusivity deals can also block access to consumers.
Nonetheless, a big problem in retailing today is sameness.
Retailers are looking for distinct brands and products, and if
these provide good margins and fair prices for the consumer,
so much the better.

Working with distributors provides a Chinese company with a
chance to learn more about US markets and build its overseas
capabilities.

Buying your Way in

The alternative to entering a market step-by-step is to buy into it
through mergers and acquisitions. Suitable targets would be
companies with valuable assets—brands, customer bases,
technology, or channels—as well as products that have become
overpriced as a result of management’s failure to monitor costs,
to move production offshore to low-cost locations (such as
China), or to extract the best prices from overseas factories or
offshore OEMs.

A buyer could move the bulk of the acquired company’s
production to China and retain the brand name, distribution
channels, and some of the local talent. Over time, it could
co-brand the product with its own name to build consumer
awareness of its Chinese brand. Once the association and
awareness had been firmly established, the buyer could phase
out the target brand. The biggest obstacle for a Chinese
company would be locating qualified turnaround manasers
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for its typically distressed targets, since it would be unlikely
to have postmerger-management and marketing skills
in-house.

The TCL Case

A leading Chinese electronics maker is pursuing a variant of this
approach. TCL International Holdings purchased an insolvent
German television maker, Schneider Electronics, for $8 million in
September 2002, in an attempt to break into the European
market. Included in the acquisition price were Schneider’s
plants; its distribution network of chain stores, hypermarkets,
and mail order; and trademark rights to a series of brands,
including Schneider and Dual. TCL, hoping to avoid European
quotas on the importation of Chinese TV sets, expects to
continue production in Europe. A professional management
team is helping TCL understand the local market and sales
networks, and some Schneider employees have been re-hired
to oversee production. If the strategy is successful, TCL could
one day introduce the TCL brand to the European market;
electronics products bearing the name are already exported to
Australia, the Middle East, Russia, South Africa, and Southeast
Asia. In a twist, TCL is using its Schneider brand to position its
mobile telephones in the high-end segment of the Chinese
market. More recently, TCL bought GoVideo, of Scottsdale,
Arizona, which makes DVD players.

Unilever
Managing the Brand Identity ...

For Unilever, there is a common approach to measuring equity
of a brand in different countries. There is global vision for a
global brand...where they think the brand should be in terms of
its personality, values, etc. Brands in individual countries are
then accessed against this global vision and gaps are identified.
Hence each country knows where they are with respect to
where they should be.

Unilever realizes that the biggest challenge in managing brands across
regions is that these brands have very different heritage in different
countries. Global brand management is a recent phenomenon and
most of their brands have been in local countries for over 100 years.
Overcoming this could mean changing what the brand has stood
formany years...hence it is a slow process and needs to involve the
local brand team (custodians of their consumers’ needs) at each
stage.
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Most brands of Unilever’s are global brands. There could be
some regional brands (Fair and Lovely - a fairness cosmetic cream
in the Indian subcontinent) and some local brands (Wheel - a
washing powder in India). Even if names are all different most
brands today belong to a global brand set.

Global Brand Team Structure ...

Global brands have a global brand director, who works with a
team of people; together they form the Global Brand Team. All
directions, development work, strategic communication is
carried out by this team. The team members come from the
regions i.e. people working on the brand at the regional/local
level. Hence “operating company” interests are well
represented, as is the need for one global direction and
strategy.

Best Practice in Innovation. ..

All innovations are GBT approved innovations only. But the
project leader would be from a lead region (the region that will
launch first and be responsible for roll-out). It could also be a
simultaneous launch in more than one region, still the project
leader will be from one region and responsible for the global
launch. The project team will have representatives from different
regions. The gate keeping will be done by the GBT.

Best Practice in Communication ...

The advertising agency is by and large the same for the brand
around the world. The global brand team and the agency
would work together to produce communication/
communication strategy, which gets adapted or parallelly
developed for the other regions. The strategy development
process is centralised, but the actual communication
development is decentralised. Also there could be additional
communication needs for local countries based on
competitive pressures, equity in the market, size of the brand
etc, which is managed by the regional team.

The advertising for the local markets is quite decentralised. It
is rarely an adaptation of a global campaign. It would be
parallelly developed for the region. Two of three regions will
develop the campaign jointly (single briefing). This way the
starting point is the same, but local considerations are there
from the start as well. The single brief helps to ensure
common parameters/guidelines.
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Other Global Majors

Insights from other Globally renowned marketers are shared
below:

P&G and Coca Cola

« Common advertising agencies globally, with local
countries being given fair amount of leeway to make
advertisements that are relevant to the local conditions.
However, to ensure that the brand identity is
maintained, the final approval comes from the Global
Brand Manaser, who works in close consultation with
the local brand managers.

e Interestingly, both companies have moved towards
this more decentralized development of advertisement
campaigns only in the last decade or so, and prior to
this, they used local adaptations of global themes as
the primary mechanism for advertising in new countries.

e Both companies believe that each brand should stand
on it's own and hence do not follow the “umbrella
branding” format wherein the corporate brand is used
to strengthen the brand’s position in the marketplace
(unlike Unilever).

e P&G invests heavily in ensuring that different
departments (often located in different parts of the
globe) interact in an effective and efficient manner, to
ensure that speed to market is not compromised due
to diverse locations.

Whirlpool

e Has an understanding / alliance with P&G in the USA
and Unilever in Europe, for sharing of ideas on product
development and consumer insights, for mutual
benefit.

4.0 Conclusions:

In this debate, the cornerstone is to ensure that the brand has a
consistent positioning globally, while giving enousgh leeway to
the local managers to tailor make the advertisement campaign
to meet the particular needs of the market.

Hence, a combination of strong direction in terms of what are
“must haves” and what are the “must not dos” for each brand
need to be specified very clearly (perhaps using a detailed brand
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manual). At the same time, with the “must haves” having been
met, enough flexibility needs to be given to the local teams to
decide on the most appropriate execution of the advertisement
campaign. There is also a need for a Global Brand Manager who
is the sole custodian for the brand worldwide, and who must
work with regional / local brand teams to ensure that the needs
of the corporate (consistency in the brand’s equity) and the
needs of the local market (tailor the brand to appeal to the local
consumers) are met.

Managing the Brand Identity

A common metric for analysis of adherence to the global equity
of a brand needs to be followed, so that there is an objective
way of dealing with conflicts between the corporate
requirements and the requirements of the local country teams.
Almost all major global marketers have a partnership with a Market
Research agency to develop such a metric for use across the
globe.

Corporate vs Product vs Hybrid brands

Very often it is easier to make inroads into another country by
acquiring a local brand. Also, sometimes the parent brand /
corporate brand may be well-known in a country, while the
corporate’s brand may not be all that well-known (e.g. P&G
may be well-known in India, but Pantene was an unknown
brand till seven years back). In such cases the company needs
to decide on how best to handle the branding strategy. It
has an option of choosing between the following
approaches:

« Corporate Branding: where the corporate brand is
the one that is advertised and is the brand face
consumers are exposed to. This approach is used
by brands such as Nike, Adidas, Shell, Bennetton
etc.

e Product Brands: where the consumer is exposed to
the product brand e.g. Camay, Tide, Ariel and the
corporate brand are not used. This approach is also
used when a strong brand is acquired by a company
e.g. Castrol brand that was bought over by British
Petroleum, or the Kwality biscuits brand (which was
a local brand in India) that was bought over by
Britannia (the largest biscuit manufacturer/marketer
in India).
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e Hybrid approach: wherein for some of the brands the
product brand is used and for some brands a
combination of the corporate and product brand is
used. Examples would include Nestle, Kit Kat,
Cadoury’s Dairy Milk, and Cherry Coke etc.

Local Knowledge and Control

(Manpower Dep|oyment — expats vs |oca|)

One of the ways of retaining control on the local
operations is to have expat managers occupy key positions
in the company. While this helps in ensuring that the
corporate culture gets replicated in the local company, it
runs the risk of not being able to extract the local knowledge
that is likely to be crucial for market success. Hence,
substantial standardizations in procedure / process,
training / exposure across countries should be used to
ensure commonality of culture, and at the same time, ensuring
that local talent is used for gaining the best local insights.

This is particularly an area where large software companies
from India, such as Wipro, Infosys and TCS fail to grow the
business as rapidly as they could, since a large part of the
Sales Development and Marketing is done by expat Indians
(for reasons of lower cost to company). It is only in the
last few years that these companies have started hiring
local talent to take advantage of the local knowledsge base.

Advertising Agencies — Global vs Local

The case for a common advertising agency handling the brand
globally is fairly obvious, for reasons of maintaining consistency
across countries. However, here there are two critical aspects
that need to be considered:

e Thelocal arm of the agency needs to be given enough
flexibility to work on a communication that is relevant
to the local consumers / rooted in local idioms.

e Incasethe local arm of the global advertising agency is
weak, then the local arm of the company needs to be
given the flexibility of working with another advertising
agency / pressure must be put on the global agency to
improve the quality of its people locally.

Growth Strategy: Slow Testing of the Waters vs all out Frontal

attack vs buying your way in ...

The strategic route to be taken for growth in a market needs
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to be very well thought out. Often this is a function of the risk
appetite of the parent corporate / availability of funds.

A less risky approach is of course to do a “soft launch” in a
few selected / niche markets, thereby ensuring that financial
liabilities are limited and at the same time, enousgh time is
spent in the market to understand market structures and
consumer preferences. This is the most popular strategy and
is the strategy being followed by Haier, and most other
companies these days.

An alternate option is to buy out a strong local brand, so that
one can enter the market with a “bang” and start off with a
strong and dominant market position, which can then be
buttressed with the launch of its own brands. This was the
path followed by Coca Cola in India, with the acquisition of
the Thums Up — a local brand of cola.

Korean companies such as LG and Samsung went ahead with
a full frontal attack on the Indian market with the launch of a
slew of products in the white goods category, albeit after
substantial homework having been done.

View on the Time Horizon

The company also needs to decide on what time horizon
is it giving itself for success ... this has obvious
implications in terms of the amount of monies it needs to
budsget, and in a way also underline the intent of the
company, e.g. Kellogg’s invested without holding back
for a period of 18 years in Japan before turning profitable,
similarly, Coca Cola continues to lose money in India for
the last decade, but still does not sting on market
investment. Whereas, Titan (an Indian watch brand) pulled
the plug on the global journey of its brand within two
years, when it realized the true extent of the monies
commitment needed.

Speed of Response to Markets

Irrespective of the location of various departments (specially
manufacturing departments which are increasingly being
outsourced to developing countries), mechanisms for smooth
inter-departmental co-ordination need to be worked out, to
achieve faster response times to markets. P&G has gone
several steps ahead in this direction in managing this on a
global basis, through investments in IT and by undertaking
Business Process re-engineering and tracks its response time
to market year after year.
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Point of Differentiation

The corporate needs to be sharply focussed on what is the
true point of differentiation between their brand and the
incumbent brands. Typically, brands from the developing
countries expanding into the developed world use the
natural price point advantage as the key point of
differentiation. While this is bound to work well in the short
term, the corporate needs to ensure that parallelly another
significant point of differentiation is created, lest it be
branded as a brand that operates in the lower end of the
market.

Examples would include Samsung, which started off as a
brand operating in the lower end of the market, and it has
had to spend more than $ 400m last year to upgrade its
image in the minds of the consumers. And by the looks of
it, it will need to sustain this kind of spending for the next
four-five years before it can assure itself of a premium
positioning.

Another candidate for this aspect would be the software
company from India, which till now have relied essentially
on low cost software engineers to create an arbitrage
opportunity. Over a period of time it needs to build its
capabilities and brand in being able to offer industry
specific solutions / move up the value chain and become
more of a “consultancy” type of outfit. This is already being
attempted by companies such as Infosys which is making
a conscious attempt to build its brand and exploit its
“Global Delivery Model” as the new point of differentiation
vis-a-vis other consulting companies.

Key words: Brand Valuation, globalisation, leveraging brand strength,

brand Orientation, market share consumers, Building the Global Brand,
Hybrid brands.
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A Conceptual Framework on
Brand Architecture

In Indian Context

C.Anandan, M.Prasanna Mohan Raj and K.Ravichandran

Brand architecture is a key component of the firm’s overall marketing strategy. It provides a structure to leverage strong
brands into other markets, assimilate acquired brands, and rationalize the firm’s branding strategy. Brand architecture
defines and orders the relationship between brands, the corporate entities and families of products and services. This
article looks at how firms have developed brand architecture and the drivers that shape that architecture. The
importance of designing clear and effective brand architecture and managing brands in order to maintain a harmonious
balance within this architecture are discussed. Various Models adopted for Brand architecture are also discussed with
Indian examples. The paper concludes by emphasizing the need for the effective managing the firm'’s brand architecture
in the light of ongoing global trends of industry consolidation, global competition and lowering the information costs.

ith the globalization of

markets and the growth of

competition on a global
scale, companies are increasingly
expanding the geographic scope of
their operations, all firms have multiple
brands and they manage them as a
team to work together and to help
each other and to avoid getting in each
other’s way.

The central role of branding in defining
the firm’s identity and its position in
markets means that it is critical to
develop explicit brand architecture.
This implies identifying the different
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levels of branding within the firm, the
number of brands at each level as well
as their geographic and product
market scope. The most critical
element in this structure is the number
of levels, i.e. corporate, house/
product business and how these
are used in conjunction with each
other.

1.1 Definition

Brand Architecture is an organizing
structure of brand portfolio that
specifies the brand roles and
relationship among the brands and
different product market context.
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Brand Architecture is the vehicle by which the brand team
functions as a unit to create synergy, clarity and leverage.

If it is assumed each brand as artists, the brand architecture will
play the role of Director’s job of providing the artists correct
roles and making them function as team rather than a collection
of artists. The Brand architecture creates a system, like a road
map, that helps consumers and key corporate constituents to
navigate easily among brands and make the right choices.

2. Drivers of Brand Architecture

Brand architecture, like any living organism, is continually chansins,
both shaped by and evolving in response to these drivers:

Firm’s Administrative Heritage
Corporate endorsement
Product Diversity

Product Market integration

o~ w o o=

Consistency
2.1 The Firm’s Administrative Heritage

The firm’s administrative heritage is central to understanding its
branding strategy. Firms with a centralized organizational structure
and global product divisions, such as Sony or Siemens, are more
likely to have global brands'. Both Siemens and Sony adopt a
corporate branding strategy emphasizing the quality and reliability
of their products. A firm that has historically operated on a highly
decentralized basis where country managers have substantial
autonomy likely to have a substantial number of local brands.
Unilever’s are adopting this strategy and having the local brands.

2.2 Corporate Endorsement

Corporate endorsement of product level brands is increasingly
used as a mechanism to integrate brand structure across markets,
providing a unifying element across product offerings.
Companies such as IBM and Apple, place considerable emphasis
on corporate identity'. In the case of IBM, “Big Blue” is associated
with a solid corporate reputation and projects the company’s
image of a large reliable computer company, providing products
and services worldwide'. Equally, Apple used its colored apple
logo to project the image of a vibrant challenger in the personal
computer market". Indian company with highly diverse product
lines such as TATA having Automobiles, FMCG, Information
Technology and Finance services rely on the corporate brand
name (and its logo) to project an image of reliability.
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2.3 Product Diversity

The interrelatedness of the product businesses in which the
firm is involved will be one of the major drivers in determining
the Brand architecture. Firms that are involved in closely related
product lines or businesses rely on similar core competencies
often emphasize corporate brands. Amul, for example, is
involved in a range of product businesses from Dairy products
and Chocolates to Ice Creams. All of them are relying heavily on
Quality Conscious. The Guijarat Co-operative Milk Marketing
Federation Ltd. has emerged as the top scorer in the service
category of the prestigious IMC Ramkrishna Bajaj National Quality
Award - 2003". Use of the Amul name provides reassurance and
reinforces the firm’s reputation for Quality and reliable products.

Conversely, when firms are involved in a range of diverse product
businesses that target different customer segments, and have
different associations, opt to develop separate identities and
associations for individual businesses or products. For example,
Hindustan Lever and P&G has no corporate brand and emphasize
either product or house brands, thus establishing separate
identities for their businesses such as personal care, feminine
care and detergents".

2.4 Product Market Integration

Another driver influencing the firm’s brand architecture is the
degree of product market integration. This can be viewed not
only in terms of whether customers have similar purchase needs
and interests worldwide, but also whether the same competitors
are present in these markets. Where the same competitors
compete in all or most markets, but local competitors are also
present, use of a multi-tier branding structure, including global
corporate or product brands as well as local brands is desirable.
For example Coca-Cola and Pepsi, not only have their global
brand of colas, but also numerous local and regional brands
catering to specific market tastes like Fanta and Mirinda in India.
Similarly Colgate has also regional brand variants such as Colgate
herbal, Colgate gel.

2.5 Consistency

Consistency is the important factor relative to the diversity of
products and product lines within the company. There should
be balance between the number of brand names and a common
identity across different products. Establishment of strong and
distinctive brand images for different product lines help to
establish their separate identities, conversely, use of a common
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brand name consolidates effort and can produce synergies.
3. Framework of Brand Architecture

Management needs to design an efficient harmonious brand
architecture that spans operations in different countries and
product lines. Brand architecture defines and orders the

SCMS Journal of Indian Management, January-March, 2006.

relationship between brands, the corporate entities and families
of products and services. Ultimately, the architecture creates a
system, like a road map, that helps consumers and key corporate
constituents to navigate easily among brands and make the right
choices. Brand architecture is defined by five dimensions as
follows (Figure is shown in Annexure ).

Annexure I

Figure No.1 Framework of Brand Architecture
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i. Brand portfolio

ii. Portfolio roles

iii. Product market context roles
iv. Portfolio structure

v. Portfolio Graphics
3.1 Brand Portfolio

The combination of all brands and sub brands attached with
Product-market offerings, including co-brands with other firms
is called Brand Portfolio. Brand architecture involves the
management of brand portfolio. The Brand portfolio of Hindustan
Lever Ltd consists of 110 brands with 950 of different types of
packs, which are operating under different market context like
health care, personal care, beverages etc*'. The brand portfolio
can be strengthened by both addition and deletion of brands in
view of portfolio perspective.

3.2 Portfolio Roles

Portfolio roles are the toll to provide the systems view of brand
portfolio, include the following:

e Strategic Brand
e Linchpin Brand
e Silver bullet

e Cash cow brand

These portfolio roles are not mutually exclusive. The brand may
be simultaneously a linchpin and silver-bullet brand.

3.2.1 Strategic Brand

The strategic brand may be the dominant brand, which is
projected to maintain or grow its sales and profit. These
brands are also called as Mega Brands. Reliance Infocomm is
the strategic brand of Reliance Group of companies, because
the future of the organization is to move beyond traditional
plastic and textile industry. Vicks is a strategic brand for P&G
as it laid the foundation for a position in Over-the-Counter
Categoryi,

3.2.2 Linchpin Brand

Linchpin brand indirectly influences the business by providing
the basis for customer loyalty. It is the leverage point of future
vision of the firm. Vimal may be called as Linchpin brand for
reliance industries™.
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3.2.3 Silver Bullet

ASilver bullet is a brand, which can be powerful force in creating,
changing or maintaining a brand image. It positively influences
the imasge of another brand. Successful silver bullets are listed
as follows:

HP laser Jet's resolution Enhancement is the branded feature
served to make credible claims that Hewlett-Packard had
achieved another breakthrousgh in printer technology.

Colgate gel is positioned as having branded feature of
“Freshness.” Colgate gel, silver bullet brand of Colgate has
served to position in the freshness platform.” It has changed
the image of Colgate that it is not only providing the Strong
teeth but also freshness. It has served to make the claim that
Colgate had achieved another breakthrousgh in oral industry*.

3.2.4 Cash Cow Brands

Strategic, linchpin and silver-bullet brands need investment in
order to fulfill their strategic mission. The cash cow brands
having significant customer base that need not require the
investment that other portfolio brands need. There is loyal
customer base that will be stay on with the brand, even though
sales may be stagnant or slowly declining. Resources generated
by the Cash cow brand will be invested in other brands, which
will be the bases for future growth of the brand portfolio. For
example Maruthi 800, which has seen its sales drop in recent
months, it has not been phased out as it is the bread and
butter model for Maruthi Udyog Limited. Now Maruti 800 is
targeted new customer sesments like two-wheeler owners
and teachers*.

3.3.Product -Market Context Roles

The Product-Market context roles of the group of brands should
be well defined and coordinated for effective Brand architecture.
There are four sets of product-market context roles as follows:

. Endorser/Sub brand roles
. Benefit brands
. Co-brands

. Driver roles
3.3.1 Endorser/Sub brand roles

An endorser brand is an established brand that provides
credibility and substance to the offering. It is the master brand;
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the prime indicator of the offering to define the specific
offering while sub brands may augment the master brand.
These brands usually represent organizations rather than
products. Endorser brands explicit the organizational
associations such as innovation, leadership and trust, for
example “Nescafe Sunrise” create association with its
mother brand Nestle. Wipro, operating in different business
sectors, which are endorsed under mega, brand WIPRO*,
To achieve clarity, synergy and leverage in the brand
portfolio, endorser brand and sub-brands should be
properly utilized.

3.3.2 Benefit Brands

The benefit brand is a brand that provides features, Component
ingredient or services, which augment the branded offering. The
branded benefit will be most powerful when it is relevant to the rand
promise and contributes to the functional benefit. Benefits may
represent points of differentiation lead to get competitive advantage.

Branded Features

Following Brands are providing the benefits to the customers
throush their features.Table No. 1 (Branded Features) is shown
in Annexure lIl.

Branded Components

Following Brands are providing the benefits to the customers
throusgh the ingredients or components in their product. Intel
inside, a classic branded component program has consistently
produced substantial price premiums.

Table No. 2 (Branded Components) is shown in Annexure |ll.
Branded Services

The special attrioutes of these following Service brands will
provide the benefits.

Table No. 3 (Branded Services) is shown in Annexure |Il.
3.3.3 Co-Brands

Two or more well-known brands are combined in an offer to
address to the common target is called as Co-branding. Each
of the brand sponsors expects that the other brand name will
strengthen the preferences, purchase intention and brand image
and hopes to reach new audience. One of the co-brands may
be the component or ingredient brand (such as ITC’s “Sun feast”
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biscuits with “Aavin” milk) or an endorser. Image reinforcement
may take place due to co-branding*".

3.3.4 Driver Role

Brand architecture design involves selecting the set of brands
to be assigned as major driver roles. Driver role represents the
extent to which a brand drives the purchase decision and defines
the use experience. These brands will have priority in brand
building. The brand with a driver role will have significant loyal
customer base. The driver Brand is usually a master brand or sub
brand. For example, “Fair ever” is in the driver role for CavinKare
Brand Architecture. Even, endorsers and branded benefits can
also have some driver role.

3.4 Brand Portfolio Structure

Brand Architecture provides clarity to the customers by designing
the structure of all brands. These brands in the Portfolio are
sharing the relationship with each other. Brand portfolio structure
will decide purpose, direction and sense of order to the
organization. There are following three approaches can be
utilized to present the portfolio structure.

. Brand Groupinss
. Brand Hierarchy Trees

. Brandrange
3.4.1 Brand Groupings

The losical grouping of brands that has a meaningful characteristic
in common is called as Brand Groupings or configuration. The
groups provide logic to the brand portfolio and help to grow
overtime. Generally, Brands are grouped based on Segment,
Product, and Design. For eg. Brand Grouping of Procter &
Gamble Ltd. can be made as follows™.

Segment - Children (Vicks) and women (Ariel, Tide,
Rejoice, Whisper)

Product - Health care and Feminine care

Design - Classic and Contemporary

These are the dimensions that define the structure of many
product markets. Portfolio brands grouped along such basic
product-market segmentations tend to be more easily
understood by consumers. Distribution channels and applications
can also be used as categorical variables for grouping the brands.
Now companies are introducing branded variants, which are
specific brand lines supplied to specific distrioution channels.
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ANNEXURE IlI
Table No: 1  Branded Features

Brands Features Benefits

Gillette’s Racer Sensor It shows the time to replace the racer
Oral-B toothbrushes Power tip bristles It shows the time to replace the toothbrush
Close up Whitening indicator It shows the level of whiteness of our tooth

Table No: 2 Branded Components

Brands Components Benefits

Margo Neem Neem provides clear skin,

free from blemishes
Fair ever Saffron Saffron provides the fairness

Compag Intel High Processing Speed

Tab|e NOZ 3 Branded Services

Brands Attributes Benefits

LIC Credibility Assures the safety of invested money.

Taj group of Hotels Customer Service Provides the ultimate comfort to the inmates

Apollo Hospitals Expertise Assures the early recovery by having their expertise
For example Hide Sign leather products are available only in dimension in the brand hierarchy tree. Vertical Dimension
metro cities and they are targeting high-income household who denotes the number of brands and sub brands that are needed
travels internationally, interested in buying only qualitative for an individual product-market entry.

products. i
Brand Hierarchy tree of Cinthol Body care Products*i

3.4.2 Brand Hierarchy Tree
The hierarchy tree for the Cinthol body care (hierarchy

The losic of the Brand structure can be clearly understood by a tree is shown in Figure no 2 in Annexure Il) reflects that
Brand family tree. It can be called as Brand Hierarchy tree. It Cinthol name covers bath soap, talcum powder, deo spray
functions like an organizational chart, with both horizontal and and hand sanitizer. These brands are needed for an
vertical dimensions. The scope of the brand in terms of the sub individual product-market entry for Cinthol. Under, Cinthol
brands or endorsed brands can be denoted as horizontal soaps, it has sub brands like Deodorant and complexion,
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Annexure ||
Figure No.2 Brand Hierarchy Tree of Cinthol Body Care Products
CINTHOL
| | |
CINTHOL CINTHOL
CINTHOL CINTHOL || 7aLcum HAND
SOAP DEOSPRAY| | pOWDER | | SANITIZER
|
Deodorant
Lime
& Fresh Deo Spice Lemon Sandal Cologne
Complexion

Lime Fresh, Deo. Cinthol Deo spray has the sub brands
like spice, Lemon, Sandal and Cologne. These horizontal
dimensions reflect the sub brands and endorsed brands
that reside under brand umbrella of Cinthol. Brand
hierarchy tree is used as tool to evaluate the brand
architecture .It helps to provide the clear picture whether
brand system has logic and clarity. Having a logical
hierarchy structure among sub brands, helps in generating
Clarity.

3.4.3 Brand Range

The range of the Portfolio brands is the Key issue in Brand
architecture. It answers the key issue such as, how far should
the brands be stretched across markets and products?
Endorser brands and sub brands not only extend leverage
but also protect associations of a brand that needs to be
leveraged.

Leveraging brand assets and creating synergy by generating brand
associations in different contexts are the two major objectives
of Brand Architectures. These are fulfilled by Extensions. Brands,
having credibility in intangible associations are more able to
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extend to new categories because those intangibles can work
in a wide variety of contexts. For eg. Dettol is having intangible
associations of “Hygiene and Protection against germs.” So it
has extended successfully in wide variety of contexts such as
Dettol soap, Dettol plaster, Dettol shaving cream, Dettol hand
wash. Similarly Denim has successful extension of Denim soap
and Denim talcum powder by having association of “Macho
image*™.”

If the extensions are poorly executed, It will dilute the brand
association. When the brand is tied closely to a product class,
its potential for extension is limited. For eg, even though Brand
name of “Horlicks” has positive associations, it has not done
well when it is extended to Biscuits™. Customers should sense
the strong associations between the extensions and should
feel comfortable with new category.

3.5. Portfolio Graphics

Portfolio graphics are defined by Visual representations such
as packaging symbols, Product design, layout of Print
advertisements and taglines. The Most visible and central
brand graphic is the logo that represents the brand in its
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various roles. The corporate logo and visual identification
(Apple, Philips) played a major role in identifying the brand
and defining brand image worldwide. Apple used its coloured
apple logo to project the image of a vibrant challenger in the
personal computer market™.

Portfolio graphics reflects the relative driver role of set of brands.
The relative size and positioning of two brands on a logo will
reflect their relative importance. For eg. In all variants of Colgate
such as Gel, Total, Herbal Brand names appears in smaller typeface
than Colgate. This portfolio graphics reflects that Colgate is the
primary driver of the product™,

Portfolio Graphics denotes the brand portfolio structure. Visual
Grouping of brands can be reflected by the colour and a
common logo. For eg., the use of Magsi colour and package
layout (Yellow letters in the Red background) provides the very
strong master impact over its brands, indicating that they are
sharing the Common brand associations.

4. Brand Architecture Models

There was, however, considerable variation even within a given
type of structure depending to a large extent on the firm’s
administrative heritage and international expansion strategy as
well as the degree of commonality amonsg product lines or
product businesses. In addition, these models are continually
evolving in response to the changing configuration of markets
or as a result of the firm’s expansion strategy in international
markets. To develop a viable brand strategy, Firms need to fit
their Brand architecture into suitable Models. The Brand
architecture models establish the relationships between the
corporate brand and various sub-brands. Brand architecture may
typically fit into one of the following models*i,

. Corporate Brand Model
. Divisional Model

. Hybrid Model

. Exception Model

In selecting these four models firms should consider the degree
of synergy that exists across its divisions and product lines.
Synergy is an elusive concept raised by CEOs that essentially
translates as 