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Preface to the fourth edition

Integrating brand and business

This is a book on strategic brand management. It capitalises on the success of the former three
editions. As far as we understand from our readers worldwide (marketers, advertisers, lawyers, MBA
students and so on), this success was based on six attributes which we have of course maintained:

Originality. Strategic Brand Management is quite different from all the other books on brand
management. This is due to its comprehensiveness and its unique balance between theory
and cases. It also promotes strong and unique working models.

Relevance. The cases and illustrations are new, unusual, and not over-exposed. They often
represent business situations readers will relate to and understand more readily than over used
examples using Coke, Starbucks, Cisco, Fedex, BMW and other great classics of most books
and conferences on brands.

Breadth of scope. We have tried to address most of the key decisions faced by brands.

Depth of treatment. Each facet of brand management receives a deep analysis, hence the size
of this edition. This is a book to consult.

Diversity. Our examples cover the fast-moving consumer goods sector (FMCG) as well as
commodities, business-to-business brands, pharmaceutical brands, luxury brands, service
brands, e-brands, and distributors’ brands — which are brands almost like the others.

International scope, with examples from the United States, Europe and Asia.

This fourth edition is much more than a revision of the previous one. It is a whole new book for
understanding today’s brands and managing them efficiently in today’s markets. Sixteen years
after the first edition, so much change has happened in the world of brands! This is why this new
edition has been thoroughly updated, transformed and enriched. Of course, our models and
methodologies have not changed in essence, but they have been adapted to reflect current
competition and issues.
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This edition concentrates on internationalisation and globalisation (how to implement these
in practice), on portfolio concentration (managing brand transfers or switches), on the creation
of megabrands through brand extensions, on the development of competitive advantage and
dominant position through an adequate brand portfolio, and on the efficient management of
the relationships between the brand, the corporation and the product (the issue of brand archi-
tectures).

There are many other significant new features in this edition, which reflect the new branding
environment:

Because distributors’ brands (often wrongly described as private labels) are everywhere and
often hold a dominant market share, they need their own chapter. In addition, in each
chapter we have addressed in depth how the recommendations do or do not apply to distrib-
utors’ brands.

Significantly, this edition develops its new section on innovation. Curiously, the topic of
brands and innovation is almost totally absent from most books on branding. This seems at
odds with the fact that innovation and branding has become the number one topic for
companies. In fact, as we shall demonstrate, brands grow out of innovation, and innovation is
the lifeblood of the brand. Furthermore, contrary to what is often said or thought, the issue of
innovation is not merely about creativity. It is about reinventing the brand.

This new edition is also sensitive to the fact that many modern markets are saturated. How
can brands grow in such competitive environments? A full chapter on growth is included,
starting with growth from the brand’s existing customers.

The issue of corporate brands and their increasing importance is also tackled, as is their rela-
tionship with classic brand management.

We also stress much more than previously the implementation side: how to build interesting
brand platforms that are able to stimulate powerful creative advertising that both sells and
builds a salient brand; how to activate the brand; how to energise it at contact points; and how
to create more bonding. We provide new models to help managers.

This book also reflects the evolution of the author’s thought. Our perspective on brands has
changed. We feel that the whole domain of branding is becoming a separate area, perhaps with a
risk of being self-centered and narcissistic. Too often the history of a company’s success or even
failure is seen through the single perspective of the brand, without taking into account all the
conditions of this success or failure. A brand is a tool for growing the business profitably. It has
been created for that purpose, but business cannot be reduced to brands. The interrelationship
between the business strategy and the brand strategy needs to be highlighted, because this is the
way companies operate. As a consequence, we move away from the classic partitioning of brand
equity into two separate approaches. One of these is customer-based, the other cashflow-based.
It is crucial to remember that a brand that produces no additional cashflow is of little value,
whatever its image and the public awareness of it. In fact, it is time to think of the brand as a
‘great shared idea supported by a viable economic equation’. In this fourth edition, we try regu-
larly to relate brand decisions to the economic equation of the business.

Today, every business now wants to have its own brand, not for the sake of possessing it, as one
possesses a painting or statue, but to grow the business profitably. We hope this book will help
readers significantly, whether they are working in multinationals or in a small dynamic business,
developing a global brand or a local one.
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Introduction:
Building the brand when the
clients are empowered

It is surprising to see how brands continue to stimulate interest although so many prophets and
experts have recently claimed they have no future. Today, all business managers are supposed to
have attended conferences on CRM, ECR, customer equity, relationship marketing, customer
database management, e-relationships and proximity marketing: all these new tools criticise the
old brand concept and focus on the most efficient techniques to serve the most profitable
customers. They claim that conquering new clients is of no value any more: profitability will
come from mastering databases and loyalty programmes. Despite this, managers keep on
attending conferences on brand management. Why haven’t they been convinced that brand
management is an outdated tool? They have learnt that all these useful techniques soon lose
their potential to create a lasting competitive advantage. The more they are diffused and shared,
the more they become a standard, used by all competitors. What is customer equity without
brand equity?

There are very few strategic assets available to a company that can provide a long-lasting
competitive advantage, and even then the time span of the advantage is getting shorter. Brands
are one of them, along with R&D, a real consumer orientation, an efficiency culture (cost
cutting), employee involvement, and the capacity to change and react rapidly. This is the mantra
of Wal-Mart, Starbucks, Apple and Zara.

Managers have also rediscovered that the best kind of loyalty is brand loyalty, not price loyalty
or bargain loyalty, even though as a first step it is useful to create behavioural barriers to exit.
Finally, A Ehrenberg (1972) has shown through 40 years of panel data analysis that product
penetration is correlated with purchase frequency. In other words, big brands have both a high
penetration rate and a high purchase frequency per buyer. Growth will necessarily take these two
routes, and not only be triggered by customer loyalty.



2 THE NEW STRATEGIC BRAND MANAGEMENT

In our materialistic societies, people want to give meaning to their consumption. Only brands
that add value to the product and tell a story about its buyers, or situate their consumption in a
ladder of immaterial values, can provide this meaning. Hence the cult of luxury brands.

Pro logo?

Today, every organisation wants to have a brand. Beyond the natural brand world of producers
and distributors of fast-moving consumer goods, whose brands are competing head to head,
branding has become a strategic issue in all sectors: high tech, low tech, commodities, utilities,
components, services, business-to-business (B2B), pharmaceutical laboratories, non-govern-
mental organisations (NGOs) and non-profit organisations all see a use for branding.

Amazingly, all types of organisations or even persons now want to be managed like brands:
David Beckham, the English soccer star, is an example. Los Angeles Galaxy paid US$250 million
to acquire this soccer hero. It expects to recoup this sum through the profits from licensed
products using the name, face or signature of David Beckham, which are sold throughout the
world. Everything David Beckham does is aimed at reinforcing his image and identity, and thus
making sales and profits for the ‘Beckham brand’.

Recently, the mayor of Paris decided to define the city as a destination brand and to manage
this brand for profit. Many other towns had already done this. Countries also think of them-
selves in brand terms (Kotler et al, 2002). They are right to do so. Whether they want it or not,
they act de facto as a brand, a summary of unique values and benefits. India had a choice
between allowing uncontrolled news and information to act (perhaps negatively) on world
public opinion, or choosing to try to manage its image by promoting a common set of strategic
values (its brand meaning), which might be differentiated by market. Countries compete in a
number of markets, just as a conventional brand competes for profitable clients: in the private
economic and financial investments market, various raw materials and agricultural markets, the
tourism market, the immigration market and so on.

It takes more than branding to build a brand

Companies and organisations from all kinds of sectors ask whether or not a brand could consol-
idate their business or increase its profitability, and what they should do to create a brand, or
become a corporate brand. What steps should be followed, with what investments and using
what skills? What are realistic objectives and expectations? Having based their success on
mastering production or logistics, they may feel they lack the methods and know-how to
implement a brand creation plan. They also feel it is not simply a matter of communication.
Although communication is necessary to create a brand, it is far from being sufficient. Certainly
a brand encapsulates in its name and its visual symbol all the goodwill created by the positive
experiences of clients or prospects with the organisation, its products, its channels, its stores, its
communication and its people. However, this means that it is necessary to manage these points
of contact (from product or service to channel management, to advertising, to Internet site, to
word of mouth, the organisation’s ethics, and so on) in an integrated and focused way. This is the
core skill needed. This is why, in this fourth edition of Strategic Brand Management, while we look
in depth at branding decisions as such, we also insist on the ‘non-branding’ facets of creating a
brand. Paradoxically, it takes more than branding to build a brand.
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Today clients are empowered as never before. It is the end for average brands. Only those that
maximise satisfaction will survive, whether they offer extremely low prices, or rewarding expe-
rience or service or performance. It is the end of hollow brands, without identity. The trader is
also more powerful than many of the brands it distributes: all brands that do not master their
channel are now in a B to B to C situation, and must never forget it.

Building both business and brand

Hit parades of the financial value of brands (brand equity) are regularly published in business,
financial and economics magazines. Whatever doubts one may have on their validity (see
Chapter 18), they do at least stress the essentially financial intentions behind building a brand.
Companies do not build brands to have authors write books on them, or to make the streets
livelier thanks to billboard advertising. They do it to grow the business still more profitably. One
does not make money by selling products, but brands: that is to say a unique set of values, both
tangible and intangible. Even low-cost operators need to compete on trust.

Our feeling is that, little by little, branding has been constructed as a separate field. There is a
risk however of the branding community falling in love with its own image: looking at the
considerable number of books published on brands, and at the list of most recent brand equity
values, one could think that brands are the one and only issue of importance. Indeed branding
professionals may become infatuated and forget the sources of brand equity: production, serv-
icing, staffing, distributing, innovating, pricing and advertising, all of which help to create value
associations and effects which become embedded in clients’ long-term memory.

Looking at one of the stars of this hit parade, Dell, whose brand is valued so highly, one
question arises: is Dell’s success due to its brand or to its business model? It could be argued that
it was not the Dell brand but Dell activities in a broader sense that allowed the company to
announce more price cuts in 2006, putting Hewlett-Packard in a difficult position between two
‘boa constrictors’, Dell and IBM.

The brand is not all: it captures the fame but it is made possible by the business model. It is
time to recreate a balance in accounting for success and failures. It is the end of fairy tales; let’s
introduce the time of fair accounts.

Throughout this new edition of Strategic Brand Management, we relate the brand to the
business, for both are intimately intertwined. We regularly demonstrate how branding decisions
are determined by the business model and cannot be understood without this perspective. In fact
in a growing number of advanced companies, top managers’ salaries are based on three critical
criteria: sales, profitability and brand equity. They are determined in part by how fast these
managers are building the strategic competitive asset called a brand. The goal of strategy is to
build a sustainable advantage over competition, and brands are one of the very few ways of
achieving this. The business model is another. This is why tracking brands, product or corporate,
is so important.

Looking at brands as strategic assets

The 1980s marked a turning point in the conception of brands. Management came to realise that
the principal asset of a company was in fact its brand names. Several articles in both the
American and European press dealt with the discovery of ‘brand equity’, or the financial value of
the brand. In fact, the emergence of brands in activities which previously had resisted or were
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foreign to such concepts (industry, banking, the service sector, etc) vouched for the new impor-
tance of brands. This is confirmed by the importance that so many distributors place on the
promotion of their own brands.

For decades the value of a company was measured in terms of its buildings and land, and then
its tangible assets (plant and equipment). It is only recently that we have realised that its real
value lies outside, in the minds of potential customers. In July 1990, the man who bought the
Adidas company summarised his reasons in one sentence: after Coca-Cola and Marlboro, Adidas
was the best-known brand in the world.

The truth contained in what many observers took simply to be a clever remark has become
increasingly apparent since 1985. In a wave of mergers and acquisitions, triggered by attempts to
take up advantageous positions in the future single European market, market transactions
pushed prices way above what could have been expected. For example, Nestlé bought Rowntree
for almost three times its stock market value and 26 times its earnings. The Buitoni group was
sold for 35 times its earnings. Until then, prices had been on a scale of 8 to 10 times the earnings
of the bought-out company.

Paradoxically, what justified these prices and these new standards was invisible, appearing
nowhere in the companies’ balance sheets. The only assets displayed on corporate balance sheets
were fixed, tangible ones, such as machinery and inventory. There was no mention of the brands
for which buyers offered sums much greater than the net value of the assets. The acquiring
companies generally posted this extra value or goodwill in their consolidated accounts. The
actual object of these gigantic and relentless takeovers was invisible, intangible and unwritten:
they were aimed at acquiring brands.

What changed in the course of the 1980s was awareness. Before, in a takeover bid, merger or
acquisition, the buyer acquired a pasta manufacturer, a chocolate manufacturer or a producer of
microwave ovens or abrasives. Now companies want to buy Buitoni, Rowntree (that is, KitKat,
After Eight), Moulinex or Orange. The strength of a company like Heineken is not solely in
knowing how to brew beer; it is that people all over the world want to drink Heineken. The same
logic applies for IBM, Sony, McDonald’s, Barclays Bank or Dior.

By paying very high prices for companies with brands, buyers are actually purchasing posi-
tions in the minds of potential consumers. Brand awareness, image, trust and reputation, all
painstakingly built up over the years, are the best guarantee of future earnings, thus justifying
the prices paid. The value of a brand lies in its capacity to generate such cashflows.

Hardly had this management revolution been born than conflicting arguments arose regarding
the reality and the durability of brand equity. With the systematic rise in distributors’ own brands
it was argued that the capacity of brands had been exaggerated. The fall in the price of Marlboro
cigarettes in the USA in April 1993 created panic on Wall Street, with the share prices of all
consumer goods firms falling. This mini-Pearl Harbor proved healthy. At the height of recession
we realised that it was not the brand - registered trademark — as such that created value, but all the
marketing and communication done by the firm. Consumers don't just buy the brand name, they
buy branded products that promise tangible and intangible benefits created by the efforts of the
company. Given time, the brand may evoke a number of associations, qualities and differences,
but these alone do not comprise the whole offer. A map alone is not the underlying territory.

In the 1990s, because of recession and saturated markets, the emphasis shifted from brands to
customer equity. New techniques, based on one-to-one targeting, replaced the emphasis on
classic media advertising. They could prove their effectiveness and targeted heavy buyers.

Just as some have exaggerated the overwhelming power of brands, so the opposition to brands
has been short-lived. The value of brands comes from their ability continuously to add value and
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deliver profits through corporate focus and cohesiveness. Another question is, who is best placed
to make use of brands? Is it the producer or the distributor?

You must be very wary as regards ideological preferences; for example, there are very few
manufacturers’ brands on the furniture market other than those of Italian designers, yet
everybody talks about Habitat or Ikea, two distributors. They are seen as agents offering strong
value-added style in the first case and competitive prices and youth appeal in the second.

With manufacturers integrating their distribution, and distributors thinking of themselves as
brands, the world of brands is moving permanently, looking for new brand and business models,
sources of sustainable advantage and added value for clients. We shall explore these new models
that define the winning brands of today and tomorrow.



This page is intentionally left blank



Part One

Why is branding so
strategic?
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Brand equity in question

Brands have become a major player in
modern society. In fact they are everywhere.
They penetrate all spheres of our life:
economic, social, cultural, sporting, even
religion. Because of this pervasiveness they
have come under growing criticism (Klein,
1999). As a major symbol of our economies
and postmodern societies, they can and
should be analysed through a number of
perspectives: macroeconomics, microeco-
nomics, sociology, psychology, anthro-
pology, history, semiotics, philosophy and so
on. In fact our first book on brands was a
collection of essays by eminent scholars from
all these disciplines (Kapferer and Thoenig,
1989).

This book focuses on the managerial
perspective: how best to manage brands for
profit. Since brands are now recognised as part
of a company’s capital (hence the concept of
brand equity), they should be exploited.
Brands are intangible assets, assets that
produce added benefits for the business. This
is the domain of strategic brand management:
how to create value with proper brand
management. Before we proceed, we need to
clarify the brand concept.

What is a brand?

Curiously, one of the hottest points of
disagreement between experts is the definition
of a brand. Each expert comes up with his or her
own definition, or nuance to the definition.
The problem gets more acute when it comes to
measurement: how should one measure the
strength of a brand? What limited numbers of
indicators should one use to evaluate what is
commonly called brand equity? In addition
there is a major schism between two paradigms.
One is customer-based and focuses exclusively
on the relationship customers have with the
brand (from total indifference to attachment,
loyalty, and willingness to buy and rebuy based
on beliefs of superiority and evoked emotions).
The other aims at producing measures in
dollars, euros or yen. Both approaches have
their own champions. It is the goal of this
fourth edition of Strategic Brand Management to
unify these two approaches.

Customer-based definitions

The financial approach measures brand value
by isolating the net additional cashflows
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created by the brand. These additional cash
flows are the result of customers’ willingness
to buy one brand more than its competitors’,
even when another brand is cheaper. Why
then do customers want to pay more? Because
of the beliefs and bonds that are created over
time in their minds through the marketing of
the brand. In brief, customer equity is the
preamble of financial equity. Brands have
financial value because they have created
assets in the minds and hearts of customers,
distributors, prescribers, opinion leaders.
These assets are brand awareness, beliefs of
exclusivity and superiority of some valued
benefit, and emotional bonding. This is what
is expressed in the now classic definition of a
brand: ‘a brand is a set of mental associations,
held by the consumer, which add to the
perceived value of a product or service’ (Keller,
1998). These associations should be unique
(exclusivity), strong (saliency) and positive
(desirable).

This definition focuses on the gain in
perceived value brought by the brand. How do
consumers’ evaluations of a car change when
they know it is a Volkswagen, a Peugeot or a
Toyota? Implicitly, in this definition the
product itself is left out of the scope of the
brand: ‘brand’ is the set of added perceptions.
As a result brand management is seen as
mostly a communication task. This is
incorrect. Modern brand management starts
with the product and service as the prime
vector of perceived value, while communi-
cation is there to structure, to orient tangible
perceptions and to add intangible ones.

Later we analyse the relationship between
brand and product (see page 39). A second
point to consider is that Keller’s now-classic
definition is focused on cognitions (mental
associations). This is not enough: strong
brands have an intense emotional component.

Brands as conditional asset

Financiers and accountants have realised the
value of brands (see Chapter 18). How does

the financial perspective help us in defining
brands and brand equity?

First, brands are intangible assets, posted
eventually in the balance sheet as one of
several types of intangible asset (a category
that also includes patents, databases and
the like).

Second, brands are conditional assets. This is
a key point so far overlooked. An asset is an
element that is able to produce benefits
over a long period of time. Why are brands
conditional assets? Because in order to
deliver their benefits, their financial value,
they need to work in conjunction with
other material assets such as production
facilities. There are no brands without
products or services to carry them. This will
have great consequences for the method of
measuring financial value. For now, this
reminds us that some humility is required.
Although many people claim that brands
are all and everything, brands cannot exist
without a support (product or service). This
product and service becomes effectively an
embodiment of the brand, that by which
the brand becomes real. As such it is a main
source of brand evaluation. Does it produce
high or low satisfaction? Brand
management starts with creating products,
services and/or places that embody the
brand. Interestingly, the legal approach to
trademarks and brands also insists on their
conditional nature. One should never use
the brand name as a noun, but as an
adjective attached to a name, as for
instance with a Volvo car, not a Volvo.

The legal perspective

An internationally agreed legal definition for
brands does exist: ‘a sign or set of signs certi-
fying the origin of a product or service and
differentiating it from the competition’.
Historically, brands were created to defend
producers from theft. A cattle brand, a sign
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burned into the animal’s hide, identified the
owner and made it apparent if the animal had
been stolen. ‘Brands’ or trademarks also iden-
tified the source of the olive oil or wine
contained in ancient Greek amphoras, and
created value in the eyes of the buyers by
building a reputation for the producer or
distributor of the oil or wine.

A key point in this legal definition is that
trademarks have a ‘birthday’ - their regis-
tration day. From that day they become a
property, which needs to be defended against
infringements and counterfeiting (see page 87
for defence strategies). Brand rights disappear
when they are not well enough defended, or if
registration is not renewed. One of the sources
of loss of rights is degenerescence. This occurs
when a company has let a distinctive brand
name become a generic term.

Although the legal approach is most useful
for defending the company against copies of
its products, it should not become the basis
of brand management. Contrary to what the
legal definition asserts, a brand is not born
but made. It takes time to create a brand,
even though we talk about launching
brands. In fact this means launching a
product or service. Eventually it may become
a brand, and it can also cease to be one. What
makes a brand recognisable? When do we
know if a name has reached the status of a
brand? For us, in essence, a brand is a name
that influences buyers, becoming a purchase
criterion.

A brand is a name that influences
buyers

This definition captures the essence of a brand:
a name with power to influence buyers. Of
course, it is not a question of the choice of the
name itself. Certainly a good name helps: that
is, one that is easily pronounceable around the
world and spontaneously evokes desirable
associations. But what really makes a name
become a brand are the saliency, differentia-
bility, intensity and trust attached to these asso-

ciations. Are the benefits the name evokes
(a) salient, (b) exclusive and (c) trusted?

We live in an attention economy: there is so
much choice and opacity that consumers
cannot spend their time comparing before
they make a choice. They have no time and
even if they did, they cannot be certain of
being able to determine the right product or
service for them. Brands must convey
certitude, trust. They are a time and risk
reducer. In fact where there is no risk there is
no brand. We made this point in an earlier
book (Kapferer and Laurent, 1995). The
perceived risk could be economic (linked to
price), functional (linked to performance),
experiential, psychological (linked to our self-
concept), or social (linked to our social image).
This is why it takes time to build the saliency
that is part of brand awareness, and this trust
(trusted beliefs about the brand’s unique
benefits).

Brand power to influence buyers relies on
representations and relationships. A represen-
tation is a system of mental associations. We
stress the word ‘system’, for these associations
are interconnected. They are in a network, so
that acting on one impacts some others. These
associations (also called brand image) cover
the following aspects:

What is the brand territory (perceived
competence, typical products or services,
specific know-how)?

What is its level of quality (low, middle,
premium, luxury)?

What are its qualities?

What is its most discriminating quality or
benefit (also called perceived positioning)?

What typical buyer does the brand evoke?
What is the brand personality and brand
imagery?

Beyond mental associations, the power of a
name is also due to the specific nature of the
emotional relationships it develops. A brand, it
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could be said, is an attitude of non-indifference
knitted into consumers’ hearts. This attitude
goes from emotional resonance to liking,
belonging to the evoked set or consideration
set, preference, attachment, advocacy, to
fanaticism. Finally, designs, patents and rights
are of course a key asset: they provide a compet-
itive advantage over a period of time.

In short, a brand exists when it has acquired
power to influence the market. This acquisition
takes time. The time span tends to be short in
the case of online brands, fashion brands and
brands for teenagers, but longer for, for
example, car brands and corporate brands.
This power can be lost, if the brand has been
mismanaged in comparison with the compe-
tition. Even though the brand will still have
brand awareness, image and market shares, it
might not influence the market any more.
People and distributors may buy because of
price only, not because they are conscious of
any exclusive benefit from the brand.

What makes a name acquire the power of a
brand is the product or service, together with
the people at points of contact with the
market, the price, the places, the communi-
cation - all the sources of cumulative brand
experience. This is why one should speak of
brands as living systems made up of three poles:
products or services, name and concept. (See
Figure 1.1.)

When talking of brands we are sometimes
referring to a single aspect such as the name or
logo, as do intellectual property lawyers. In
brand management, however, we speak of the
whole system, relating a concept with
inherent value to products and services that
are identified by a name and set of proprietary
signs (that is, the logo and other symbols).
This system reminds us of the conditional
nature of the brand asset: it only exists if
products and  services also  exist.
Differentiation is summarised by the brand
concept, a unique set of attributes (both
tangible and intangible) that constitute the
value proposition of the brand.

To gain market share and leadership, the
brand must be:

able to conjure up a big idea, and attractive;
experienced by people at contact points;
activated by deeds and behaviours;
communicated;
distributed.
One of the best examples of a brand is the
Mini. This car, worth US$14,000 in functional
value, is actually sold for US$20,000. It is one

of the very few car brands that gives no
rebates and discounts to prospective buyers,

Brand concept
(value proposition)
tangible and intangible

Brand name and symbols
semiotic invariants

Product or service
experience

Figure 1.1 The brand system
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who queue to get ‘their’ Mini. The Mini illus-
trates the role of both intangible and tangible
qualities in the success of any brand. Since it is
made by BMW, it promises reliability, power
and road-holding performance. But the
feelings of love towards this brand are created
by the powerful memories the brand invokes
in buyers of London in the ‘Swinging Sixties’'.
The classic and iconic design is replicated in
the new Mini - and each Mini feels like a
personal accessory to its owner (each Mini is
customised and different).

The brand triangle helps us to structure
most of the issues of brand management:

What concept should one choose, with
what balance of tangible and intangible
benefits? This is the issue of identity and
positioning. Should the brand concept
evolve through time? Or across borders
(the issue of globalisation)?

How should the brand concept be
embodied in its products and services, and
its places? How should a product or service
of the brand be different, look different?
What products can this brand concept
encompass? This is the issue of brand
extension or brand stretch.

How should the product and/or services be
identified? And where? Should they be
identified by the brand name, or by the
logo only, as Nike does now? Should organ-
isations create differentiated sets of logos
and names as a means of indicating
internal differences within their product or
service lines? What semiotic variants?

What name or signs should one choose to
convey the concept internationally?

How often should the brand symbols be
changed, updated or modernised?

Should the brand name be changed (see
Chapter 15)?

Speaking of internationalisation, should
one globalise the name (that is, use the

same name around the world), or the logo,
or the product (a standardised versus
customised product), or the concept
(aiming at the same global positioning)? Or
all three pillars of the brand system, or only
two of them?

Since a brand is a name with the power to
influence the market, its power increases as
more people know it, are convinced by it, and
trust it. Brand management is about gaining
power, by making the brand concept more
known, more bought, more shared.

In summary, a brand is a shared desirable
and exclusive idea embodied in products,
services, places and/or experiences. The more
this idea is shared by a larger number of
people, the more power the brand has. It is
because everyone knows ‘BMW' and its idea —
what it stands for — even those who will never
buy a BMW car, that the brand BMW has a
great deal of power.

The word ‘idea’ is important. Do we sell
products and services, or values? Of course,
the answer is values. For example, ‘Volvo’ is
attached to an idea: cars with the highest
possible safety levels. ‘Absolut’ conjures
another idea: a fashionable vodka. Levi’s used
to be regarded as the rebel’s jeans.

Differentiating between brand
assets, strength and value

It is time to structure and organise the many
terms related to brands and their strength,
and to the measurement of brand equity.
Some restrict the use of the phrase ‘brand
equity’ to contexts that measure this by its
impact on consumer mental associations
(Keller, 1992). Others mention behaviour: for
example this is included in Aaker’s early
measures (1991), which also consider brand
loyalty. In his late writings Aaker includes
market share, distribution and price premium
in his 10 measures of brand equity (1996). The
official Marketing Science definition of brand
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equity is ‘the set of associations and behavior
on the part of a brand’s customers, channel
members and parent corporation that permits
the brand to earn greater volume or greater
margins than it could without the brand
name’ (Leuthesser, 1988).

This definition is very interesting and has
been forgotten all too quickly. It is all-encom-
passing, reminding us that channel members
are very important in brand equity. It also
specifically ties margins to brand associations
and customers’ behaviour. Does it mean that
unless there is a higher volume or a higher
margin as a result of the creation of a brand,
there is no brand value? This is not clear, for
the word ‘margin’ seems to refer to gross
margin only, whereas brand financial value is
measured at the level of earnings before
interest and tax (EBIT).

To dispel the existing confusion around the
phrase brand equity (Feldwick, 1996), created
by the abundance of definitions, concepts,
measurement tools and comments by experts,
it is important to show how the consumer and
financial approaches are connected, and to
use clear terms with limited boundaries (see
Table 1.1):

Brand assets. These are the sources of
influence of the brand (awareness/saliency,
image, type of relationship with consumers),
and patents.

Table 1.1 From awareness to financial value

Brand strength at a specific point in time as a
result of these assets within a specific
market and competitive environment.
They are the ‘brand equity outcomes’ if one
restricts the use of the phrase ‘brand equity’
to brand assets alone. Brand strength is
captured by behavioural competitive indi-
cators: market share, market leadership,
loyalty rates and price premium (if one
follows a price premium strategy).

Brand value is the ability of brands to
deliver profits. A brand has no financial
value unless it can deliver profits. To say
that lack of profit is not a brand problem
but a business problem is to separate the
brand from the business, an intellectual
temptation. Certainly brands can be
analysed from the standpoint of sociology,
psychology, semiotics, anthropology,
philosophy and so on, but historically they
were created for business purposes and are
managed with a view to producing profit.

Only by separating brand assets, strength and
value will one end the confusion of the brand
equity domain (Feldwick, 1996 takes a similar
position). Brand value is the profit potential
of the brand assets, mediated by brand market
strength.

In Table 1.1, the arrows indicate not a direct
but a conditional consequence. The same

Brand assets
Brand awareness

Brand reputation (attributes,
benefits, competence,
know-how, etc)

Perceived brand personality
Perceived brand values
Reflected customer imagery
Brand preference or attachment
Patents and rights

Market share

Growth rate
Loyalty rate
Price premium

Market leadership
Market penetration
Share of requirements

» Brand strength —___5. Brand value

Net discounted cashflow attributable
to the brand after paying the cost of
capital invested to produce and run
the business and the cost of marketing

Percentage of products the
trade cannot delist
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brand assets may produce different brand
strength over time: this is a result of the
amount of competitive or distributive
pressure. The same assets can also have no
value at all by this definition, if no business
will ever succeed in making them deliver
profits, through establishing a sufficient
market share and price premium. For instance
if the cost of marketing to sustain this market
share and price premium is too high and
leaves no residual profit, the brand has no
value. Thus the Virgin name proved of little
value in the cola business: despite the assets of
this brand, the Virgin organisation did not
succeed in establishing a durable and prof-
itable business through selling Virgin Cola in
the many countries where this was tried. The
Mini was never profitable until the brand was
bought by BMW.

Table 1.1 also shows an underlying time
dimension behind these three concepts of
assets, strength and value. Brand assets are
learnt mental associations and affects. They
are acquired through time, from direct or
vicarious, material or symbolic interactions
with the brand. Brand strength is a measure of
the present status of the brand: it is mostly
behavioural (market share, leadership, loyalty,
price premium). Not all of this brand stature is
due to the brand assets. Some brands establish
a leading market share without any noticeable
brand awareness: their price is the primary
driver of preference. There are also brands
whose assets are superior to their market
strength: that is, they have an image that is far
stronger than their position in the market
(this is the case with Michelin, for example).
The obverse can also be true, for example of
many retailer own brands.

Brand value is a projection into the future.
Brand financial valuation aims to measure the
brand’s worth, that is to say, the profits it will
create in the future. To have value, brands
must produce economic value added (EVA),
and part of this EVA must be attributable to
the brand itself, and not to other intangibles
(such as patents, know-how or databases).

This will depend very much on the ability of
the business model to face the future. For
instance, Nokia lost ground at the Stock
Exchange in April 2004. The market had
judged that the future of the world’s number
one mobile phone brand was dim. Every-
where in the developed countries, almost
everyone had a mobile phone. How was the
company still to make profits in this saturated
market? If it tried to sell to emerging countries
it would find that price was the first purchase
criterion and delocalisation (that is, having
the products manufactured in a country such
as China or Singapore) compulsory. Up to that
point, Nokia had based its growth on its
production facilities in Finland. Nokia’s
present brand stature might be high, but what
about its value?

It is time now to move to the topic of
tracking brand equity for management
purposes. What should managers regularly
measure?

Tracking brand equity

What is a brand? A name that influences
buyers. What is the source of its influence?
A set of mental associations and relationships
built up over time among customers or
distributors. Brand tracking should aim at
measuring these sources of brand power. The
role of managers is to build the brand and
business. This is true of brand managers, but
also of local or regional managers who are in
charge of developing this competitive asset in
addition to developing the business more
generally. This is why advanced companies
now link the level of variable salary not only
to increments in sales and profits but also to
brand equity. However, such a system presup-
poses that there is a tracking system for brand
equity, so that year after year its progress can
be assessed. This system must be valid,
reliable, and not too complicated or too
costly. What should one measure as a
minimum to evaluate brand equity?
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An interesting survey carried out by the
agency DDB asked marketing directors what
they considered to be the characteristics of a
strong brand, a significant company asset.
The following were the answers in order of
importance:

brand awareness (65 per cent);

the strength of brand positioning, concept,
personality, a precise and distinct image (39
per cent);

the strength of signs of recognition by the
consumer (logo, codes, packaging) (36 per
cent);

brand authority with consumers, brand
esteem, perceived status of the brand and
consumer loyalty (24 per cent).

Numerous types of survey exist on the meas-
urement of brand value (brand equity). They
usually provide a national or international hit
parade based just on one component of brand
equity: brand awareness (the method may be
the first brand brought to mind, aided or
unaided depending on the research institute),
brand preference, quality image, prestige, first
and second buying preferences when the
favoured brand is not available, or liking.
Certain institutions may combine two of the
components: for example, Landor published
an indicator of the ‘power of the brand’ which
was determined by combining brand-aided
awareness and esteem, which is the emotional
component of the brand-consumer rela-
tionship. The advertising agency Young &
Rubicam carried out a study called ‘Brand
Asset Monitor’ which positions the brand on
two axes: the cognitive axis is a combination
of salience and of the degree of perceived
difference of the brand among consumers; the
emotional axis is the combination of the
measures of familiarity and esteem (see
Chapter 10). TNS, in its study Megabrand
System, uses six parameters to compare
brands: brand awareness, stated use, stated

preference, perceived quality, a mark for
global opinion, and an item measuring the
strength of the brand’s imagery.

Certain institutions, which believe that the
comparison of brands across all markets makes
little sense, concentrate on a single market
approach and measure, for example, the
acceptable price differential for each brand.
They proceed in either a global manner (what
price difference can exist between a Lenovo PC
and a Toshiba PC?) or by using a method of
trade-off which isolates the net added value of
the brand name. Marketing directors are
perplexed because so many different methods
exist.

There is little more consensus among
academic researchers. Sattler (1994) analysed
49 American and European studies on brand
equity and listed no fewer than 26 different
ways of measuring it. These methods vary
according to several dimensions:

Is the measure monetary or not? A large
proportion of measures are classified in
non-monetary terms (brand awareness,
attitude, preference, etc).

Does the measurement include the time
factor — that is, the future of the brand on
the market?

Does the brand measure take the compe-
tition into account - that is, the perceived
value in relation to other products on the
market? Most of them do not.

Does the measurement include the brand’s
marketing mix? When you measure brand
value, do you only include the value
attached to the brand name? Most
measures do not include the marketing mix
(past advertising expenditure, level of
distribution, and so on).

When estimating brand value do you include
the profits that a user or a buyer could obtain
due to the synergies that may exist with its
own existing brand portfolio (synergies of
distribution, production, logistics, etc)? The



BRAND EQUITY IN QUESTION 17

majority of them do not include this, even
though it is a key factor.

Does the measurement of brand equity
include the possibility of brand extensions
outside the brand’s original market? In
general, no.

Finally, does the measure of brand equity
take into account the possibility of
geographical extension or globalisation?
Again, most of the time the answer is no.

We recommend four indicators of brand assets
(equity):

Aided brand awareness. This measures
whether the brand has a minimal resonance.

Spontaneous brand awareness. This is a
measure of saliency, of share of mind when
cued by the product.

Evoked set, also called consideration set. Does
the brand belong to the shortlist of two or
three brands one would surely consider
buying?

Has the brand been already consumed or
not?

Some companies add other items like most
preferred brand. Empirical research has
shown that this item is very much correlated
to spontaneous brand awareness, the latter
being much more than a mere cognitive
measure, but it also captures proximity to the
person. Other companies add the item
consumed most often. Of course this is
typical of fast moving consumer goods; the
item is irrelevant for durables. In addition, in
empirical research the item is also correlated
to evoked set. One should never forget that
tracking studies dwell on the customer’s
memory. This memory is itself very much
inferential. Do people really know what
brand they bought last? They infer from their
preferences, that logically it should have been
brand X or Y.

Table 1.2 gives a typical result of a tracking
study for a brand.

Table 1.2 Result of a brand tracking study

Brand X
Japan Mexico
Aided awareness 99% 97%
Unaided awareness 48% 85%
Evoked set 24% 74%
Consumed 5% 40%

There are two ways of looking at the brand
equity figures in the table. One can compare
the countries by line: although it has similar
aided awareness levels, this brand has very
different status in the two countries. The
second mode is vertical, and focuses on the
‘transformation ratios’. It is noticeable that in
Japan, the evoked set is 50 per cent of unaided
brand awareness, whereas it is 87 per cent in
Mexico.

Although there is a regular pattern of
decreasing figures, from the top line to the
bottom line, this is not always the case. For
instance in Europe, Pepsi Cola is not a strong
brand: its market share is gained through
push marketing and trade offers. As a result,
Pepsi Cola certainly grows its business but
not its intrinsic desirability. In tracking
studies Pepsi Cola has a trial rate far higher
than the brand’s preference rate (evoked set).
At the opposite end of the spectrum there are
brands that have an equity far superior to
their consumption rate. In Europe, Michelin
has a clear edge over rival tyre brands as far as
image is concerned. However, image does not
transform itself into market share if people
like the Michelin brand but deem that the use
they make of their cars does not justify
buying tyres of such a quality and at such a
price.

Tracking studies are not simply tools for
control. They are tools for diagnosis and
action. Transformation ratios tell us where to
act.
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Goodwill: the convergence of
finance and marketing

The 1980s witnessed a Copernican revolution
in the understanding of the workings of
brands. Before this, ratios of seven or eight
were typical in mergers and acquisitions,
meaning that the price paid for a company
was seven to eight times its earnings. After
1980 these multiples increased considerably
to reach their peak. For example, Groupe
Danone paid $2.5 billion for Nabisco Europe,
which was equivalent to a price:earnings ratio
of 27. Nestlé bought Rowntree Macintosh for
three times its stock market value and 26
times its earnings. It was becoming the norm
to see multiples of 20 to 25. Even today when,
because of the recession, financial valuations
have become more prudent, the existence of
strong brands still gives a real added value to
companies. What happened between the
beginning and the end of the 1980s? What
explanations can be given for this sudden
change in the methods of financial analysts?
The prospect of a single European market
certainly played a significant role, as can be
seen by the fact that large companies were
looking for brands that were ready to be
European or, even better, global. This explains
why Nestlé bought Buitoni, Lever bought
Boursin, 1'Oréal bought Lanvin, Seagram
bought Martell, etc. The increase in the
multiples can also be explained in part by the
opposing bids of rival companies wishing to
take over the few brand leaders that existed in
their markets and which were for sale. Apart
from the European factor, there was a marked
change in the attitude towards the brands of
the principal players. Prior to 1980,
companies wished to buy a producer of
chocolate or pasta: after 1980, they wanted to
buy KitKat or Buitoni. This distinction is very
important; in the first case firms wish to buy
production capacity and in the second they
want to buy a place in the mind of the
consumer.

The vision has changed from one where
only tangible assets had value to one where
companies now believe that their most
important asset is their brands, which are
intangible (see Tables 1.3 and 18.2). These
intangible assets account for 61 per cent of the
value of Kellogg’s, 57 per cent of Sara Lee and
52 per cent of General Mills. This explains the
paradox that even though a company is
making a loss it is bought for a very high price
because of its well-known brands. Before
1980, if the value of the brand had been
included in the company’s earnings, it would
have been bought for a penny. Nowadays
brand value is determined independently of
the firm’s net value and thus can sometimes
be hidden by the poor financial results of the
company. The net income of a company is the
sum of all the financial effects, be they
positive or negative, and thus includes the
effect of the brand. The reason why Apple lost
money in 1996 was not because its brand was
weak, but because its strategy was bad.
Therefore it is not simply because a company
is making a loss that its brand is not adding
value. Just as the managers of Ebel-Jellinek, an
American-Swiss group, said when they bought
the Look brand: the company is making a loss
but the brand hasn’t lost its potential. Balance
sheets reflect bad management decisions in
the past, whereas the brand is a potential
source of future profits. This potential will
become actual profit only if it can meet a
viable economic equation.

It is important to realise that in accounting
and finance, goodwill is in fact the difference
between the price paid and the book value of
the company. This difference is brought about
by the psychological goodwill of consumers,
distributors and all the actors in the channels:
that is to say, favourable attitudes and predis-
position. Thus, a close relationship exists
between financial and marketing analyses of
brands. Accounting goodwill is the monetary
value of the psychological goodwill that the
brand has created over time through commu-
nication investment and consistent focus on
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Table 1.3 Brand financial valuation, 2007

Rank Brand Value (US$ billion)
1 Google 66,434
2 GE 61,880
3 Microsoft 54,951
4 Coca Cola 44,134
5 China Mobile 41,214
6 Marlboro 39,166
7 Wal-Mart 36,880
8 Citi 33,706
9 IBM 33,572
10  Toyota 33,427
11 McDonald’s 33,138
12 Nokia 31,670
13 Bank of America 28,767
14 BMW 25,751
15 Hewlett-Packard 24,987
16  Apple 24,728
17 UPS 24,580

Sources: Brand Z, Milward Brown

product satsifaction, both of which help build
the reputation of the name.

What exactly are the effects of this
customer and distributor goodwill?:

The favourable attitude of distributors
that list some products of the brand
because of their rotation system. In fact a
retailer may lose customers if it does not
stock products of a well-known brand that
by definition is present everywhere. That
is to say, certain customers will go else-
where to look for the brand. This goodwill
ensures the presence of the brand at the
point of sale.

The support of wholesalers and resellers in
the market for slow-moving or industrial
goods. This is especially true when they are
seen as being an exclusive brand with
which they are able to associate themselves
in the eyes of their customers.

The desire of consumers or end-users to buy
the product. It is their favourable attitude
and in certain cases the attachment or even

loyalty to the brand that is the key to future
sales. Brand loyalty may be reduced to a
minimum as the price difference between
the brand and its competitors increases but
attachment to the brand does not vanish so
fast; it resists time.

The brand is a focal point for all the positive
and negative impressions created by the buyer
over time as he or she comes into contact with
the brand’s products, distribution channel,
personnel and communication. On top of
this, by concentrating all its marketing effort
on a single name, the latter acquires an aura of
exclusivity. The brand continues to be, at least
in the short term, a byword for quality even
after the patent has expired. The life of the
patent is extended thanks to the brand, thus
explaining the importance of brands in the
pharmaceutical or the chemical industry (see
page 108).

Brands are stored in clients’ memories, so
they exert a lasting influence. Because of this,
they are seen as an asset from an accounting
point of view: their economic effects extend
far beyond the mere consumption of the
product.

In order to understand in what way a strong
brand (having acquired distribution,
awareness and image) is a generator of growth
and profitability it is first necessary to under-
stand the functions that it performs with the
consumers themselves, and which are the
source of their valuable goodwill.

How brands create value for the
customer

Although this book deals primarily with
brands and their optimisation, it is important
to clarify that brands do not necessarily exist
in all markets. Even if brands exist in the legal
sense they do not always play a role in the
buying decision process of consumers. Other
factors may be more important. For example,
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research on ‘brand sensitivity’ (Kapferer and
Laurent, 1988) shows that in several product
categories, buyers do not look at the brand
when they are making their choice. Who is
concerned about the brand when they are
buying a writing pad, a rubber, felt-tip pens,
markers or photocopy paper? Neither private
individuals nor companies. There are no
strong brands in such markets as sugar and
socks. In Germany there is no national brand
of flour. Even the beer brands are mostly
regional. Location is key with the choice of a
bank.

Brands reduce perceived risk, and exist as
soon as there is perceived risk. Once the risk
perceived by the buyer disappears, the brand
no longer has any benefit. It is only a name on
a product, and it ceases to be a choice cue, a
guide or a source of added value. The
perceived risk is greater if the unit price is
higher or the repercussions of a bad choice are
more severe. Thus the purchase of durable
goods is a long-term commitment. On top of
this, because humans are social animals, we
judge ourselves on certain choices that we
make and this explains why a large part of our
social identity is built around the logos and
the brands that we wear. As far as food is
concerned, there is a certain amount of
intrinsic risk involved whenever we ingest
something and allow it to enter our bodies.
The brand’s function is to overcome this
anxiety, which explains, for example, the
importance of brands in the market for spirits
such as vodka and gin.

The importance of perceived risk as a
generator of the legitimacy of a brand is high-
lighted by the categories within which distrib-
utors’ own-brands (and perhaps tomorrow’s
discount products) dominate: canned
vegetables, milk, orange juice, frozen pizzas,
bottled water, kitchen roll, toilet paper and
petrol. At the same time producers’ brands
still have a dominant position in the
following categories: coffee, tea, cereals,
toothpaste, deodorant, cold sauces, fresh
pasta, baby food, beauty products, washing

powder, etc. For these products the consumer
has high involvement and does not want to
take any risks, be they physical or psycho-
logical.

Nothing is ever acquired permanently, and
the degree of perceived risk evolves over time.
In certain sectors, as the technology becomes
commonplace, all the products comply with
standards of quality. Therefore we are moving
from a situation where some products ‘failed’
whereas others ‘passed’, towards one where all
competitors are excellent, but some are ‘more
excellent’ than others. The degree of perceived
risk will change depending on the situation.
For example, there is less risk involved in
buying rum or vodka for a cocktail than for a
rum or vodka on the rocks. Lastly, all
consumers do not have the same level of
involvement. Those who have high
involvement are those that worry about small
differences between products or who wish to
optimise their choice: they will talk for hours
about the merits of such and such a computer
or of a certain brand of coffee. Those who are
less involved are satisfied with a basic product
which isn't too expensive, such as a gin or a
whisky which may be unknown but seems to
be good value for money and is sold in their
local shop. The problem for most buyers who
feel a certain risk and fear making a mistake is
that many products are opaque: we can only
discover their inner qualities once we buy the
products and consume them. However, many
consumers are reluctant to take this step.
Therefore it is imperative that the external
signs highlight the internal qualities of these
opaque products. A reputable brand is the
most efficient of these external signals.
Examples of other such external indicators are:
price, quality marks, the retail outlet where the
product is sold and which guarantees it, the
style and design of the packaging.

How brand awareness means value

Recent marketing research shows that brand
awareness is not a mere cognitive measure. It is
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in fact correlated with many valuable image
dimensions. Awareness carries a reassuring
message: although it is measured at the indi-
vidual level, brand awareness is in fact a
collective phenomenon. When a brand is
known, each individual knows it is known.
This leads to spontaneous inferences. As is
shown in Table 1.4, awareness is mostly corre-
lated with aspects such as high quality, trust,
reliability, closeness to people, a good quality/
price ratio, accessibility and traditional styling.
However it has a zero correlation with innova-
tiveness, superior class, style, seduction: if
aspects such as these are key differentiation
facets of the brand, they must be earned on
their own merit.

Table 1.4 How brand awareness creates
value and image dimensions (correlations
between awareness and image)

Good quality/price ratio 0.52
Trust 0.46
Reliable 0.44
Quality 0.43
Traditional 0.43
Best 0.40
Down to earth 0.37
Client oriented 0.37
Friendly 0.35
Accessible 0.32
Distinct 0.31
A leader 0.29
Popular 0.29
Fun 0.29
Original 0.27
Energetic 0.25
Friendly 0.25
Performing 0.22
Seductive 0.08
Innovative 0.02

(Base: 9,739 persons, 507 brands)
Source: Schuiling and Kapferer, 2004

Transparent and opaque products

At this stage it is interesting to remind
ourselves of the classifications drawn up by
Nelson (1970) and by Darby and Kami (1973).

These authors make the distinction between
three types of product characteristics:

the qualities which are noticed by contact,
before buying;

the qualities which are noticed uniquely by
experience, thus after buying;

credence qualities which cannot be verified
even after consumption and which you
have to take on trust.

The first type of quality can be seen in the
decision to buy a pair of men’s socks. The
choice is made according to the visible charac-
teristics: the pattern, the style, the material,
the feel, the elasticity and the price. There is
hardly a need for brands in this market. In fact
those that do exist only have a very small
market share and target those people who are
looking for proof of durability (difficult to tell
before buying) or those who wish to be fash-
ionable. This is how Burlington socks work as
a hallmark of chic style. Producers’ brands do
exist but their differential advantage
compared to distributors’ brands (Marks &
Spencer or C&A) is weak, especially if the
latter have a good style department and offer a
wide variety at a competitive price.

A good example of the second type of
quality is the automobile market. Of course,
performance, consumption and style can all
be assessed before buying, as can the avail-
ability of options and the interior space.
However, road-holding, the pleasure of
driving, reliability and quality cannot be
entirely appreciated during a test drive. The
response comes from brand image; that is, the
collective representation which is shaped over
time by the accumulated experiences of
oneself, of close relations, by word of mouth
and advertising.

Finally, in the market for upmarket cars, the
feeling that you have made it, that feeling of
fulfilment and personal success through
owning a BMW is typically the result of pure
faith. It cannot be substantiated by any of the
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post-purchase driving experiences: it is a
collective belief, which is more or less shared
by the buyers and the non-buyers. The same
logic applies to the feeling of authenticity and
inner masculinity which is supposed to result
from smoking Marlboro cigarettes.

The role of brands is made clearer by this
classification of sought-after qualities. The
brand is a sign (therefore external) whose
function is to disclose the hidden qualities of
the product which are inaccessible to contact
(sight, touch, hearing, smell) and possibly
those which are accessible through experience
but where the consumer does not want to take
the risk of trying the product. Lastly, a brand,
when it is well known, adds an aura of make-
believe when it is consumed, for example the
authentic America and rebellious youth of
Levi’s, the rugged masculinity of Marlboro,
the English style of Dunhill, the Californian
myth of Apple.

The informational role of the brand varies
according to the product or service, the
consumption situation and the individual.
Thus, a brand is not always useful. On the other
hand, a brand becomes necessary once the

consumer loses his or her traditional reference
points. This is why there is an increase in the
demand for branded wine. Consumers were
put off by too many small chateaux which were
rarely the same and had limited production of
varying quality and which sometimes sprung
some unpleasant surprises. This paved the way
for brands such as Jacob’s Creek and Gallo.

A brand provides not only a source of infor-
mation (thus revealing its wvalues) but
performs certain other functions which justify
its attractiveness and its monetary return
(higher price) when they are valued by buyers.
What are these functions? How does a brand
create value in the eyes of the consumer? The
eight functions of a brand are presented in
Table 1.5. The first two are mechanical and
concern the essence of the brand; that is, to
function as a recognised symbol in order to
facilitate choice and to gain time. The
following three functions reduce the
perceived risk. The last three have a more
pleasurable side to them. Ethics show that
buyers are expecting, more and more, respon-
sible behaviour from their brands. Many
Swedish consumers still refuse Nestlé’s

Table 1.5 The functions of the brand for the consumer

Function Consumer benefit

Identification To be clearly seen, to quickly identify the sought-after products, to structure the
shelf perception.

Practicality To allow savings of time and energy through identical repurchasing and loyalty.

Guarantee To be sure of finding the same quality no matter where or when you buy the
product or service.

Optimisation To be sure of buying the best product in its category, the best performer for a
particular purpose.

Badge To have confirmation of your self-image or the image that you present to others.

Continuity Satisfaction created by a relationship of familiarity and intimacy with the brand
that you have been consuming for years.

Hedonistic Enchantment linked to the attractiveness of the brand, to its logo, to its
communication and its experiential rewards.

Ethical Satisfaction linked to the responsible behaviour of the brand in its relationship

with society (ecology, employment, citizenship, advertising which doesn’t shock).
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products due to the issue of selling Nestlé’s
baby milk to poor mothers in Africa.

These functions are neither laws nor dues,
nor are they automatic; they must be
defended at all times. Only a few brands are
successful in each market thanks to their
supporting investments in quality, R&D,
productivity, communication and research in
order to better understand foreseeable
changes in demand. A priori, nothing
confines these functions to producers’ brands.
Moreover, several producers’ brands do not
perform these functions. In Great Britain,
Marks & Spencer (St Michael) is seen as an
important brand and performs these func-
tions, as do Migros in Switzerland, the Gap,
Zara, Ikea and others.

The usefulness of these functions depends
on the product category. There is less need for
reference points or risk reducers when the
product is transparent (ie its inner qualities
are accessible through contact). The price
premium is at its lowest and trial costs very
little when there is low involvement and the
purchase is seen as a chore, eg trying a new,
cheaper roll of kitchen paper or aluminium
foil. Certain kinds of shops aim primarily at
tulfilling certain of these functions, for
example hard discounters who have 650 lines
with no brands, a product for every need, at
the lowest prices and offering excellent
quality for the price (thanks to the work on

reducing all the costs which do not add value
carried out in conjunction with suppliers).
This formula offers another alternative to the
first five functions: ease of identification on
the shelf, practicality, guarantee, optimisation
at the chosen price level and characterisation
(refusal to be manipulated by marketing). The
absence of other functions is compensated for
by the very low price.

Functional analysis of brand role can facil-
itate the understanding of the rise of distrib-
utors’ own brands. Whenever brands are just
trademarks and operate merely as a recog-
nition signal or as a mere guarantee of quality,
distributors’ brands can fulfil these functions
as well and at a cheaper price.

Table 1.6 summarises the relationships
between brand role and distributors’ own-
brands’ market share.

How brands create value for the
company

Why do financial analysts prefer companies
with strong brands? Because they are less risky.
Therefore, the brand works in the same way for
the financial analyst as for the consumer: the
brand removes the risk. The certainty, the guar-
antee and the removal of the risk are included
in the price. By paying a high price for a

Table 1.6 Brand functions and the distributor/manufacturer power equilibrium

Main function of brand

Typical product category of brand

Power of manufacturers’ brand

Milk, salt, flour
Socks
Food, staples

Recognition signal

Practicality of choice

Guarantee of quality

Optimisation of choice, sign of
high-quality performance

Personalising one’s choice

Permanence, bonding,
familiarity relationship

Pleasure

Ethics and social responsibility

paint, services

Old brands

Cars, cosmetics, appliances,

Perfumes, clothing

Polysensual brands, luxury brands
Trust brands, corporate brands

Very weak
Weak
Weak
Strong

Strong
Strong but challenged

Strong
Strong but challenged
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company with brands the financial analyst is
acquiring near certain future cashflows.

If the brand is strong it benefits from a high
degree of loyalty and thus from stability of
future sales. Ten per cent of the buyers of
Volvic mineral water are regular and loyal and
represent 50 per cent of the sales. The repu-
tation of the brand is a source of demand and
lasting attractiveness, the image of superior
quality and added value justifies a premium
price. A dominant brand is an entry barrier to
competitors because it acts as a reference in its
category. If it is prestigious or a trendsetter in
terms of style it can generate substantial
royalties by granting licences, for example, at
its peak, Naf-Naf, a designer brand, earned
over £6 million in net royalties. The brand can
enter other markets when it is well known, is a
symbol of quality and offers a certain promise
which is valued by the market. The Palmolive
brand name has become symbolic of mildness
and has been extended to a number of
markets besides that of soap, for example
shampoo, shaving cream and washing-up
liquid. This is known as brand extension (see
Chapter 12) and saves on the need to create
awareness if you had to launch a new product
on each of these markets.

In determining the financial value of the
brand, the expert must take into account the
sources of any additional revenues which are
generated by the presence of a strong brand.
Additional buyers may be attracted to a
product which appears identical to another
but which has a brand name with a strong
reputation. If such is the company’s strategy
the brand may command a premium price in
addition to providing an added margin due to
economies of scale and market domination.
Brand extensions into new markets can result
in royalties and important leverage effects. To
calculate this value, it is necessary to subtract
the costs involved in brand management: the
costs involved in quality control and in
investing in R&D, the costs of a national,
indeed international, sales force, advertising
costs, the cost of a legal registration, the cost

of capital invested, etc. The financial value of
the brand is the difference between the extra
revenue generated by the brand and the asso-
ciated costs for the next few years, which are
discounted back to today. The number of
years is determined by the business plan of the
valuer (the potential buyer, the auditors). The
discount rate used to weigh these future cash-
flows is determined by the confidence or the
lack of it that the investor has in his or her
forecasts. However, a significant fact is that
the stronger the brand, the smaller the risk.
Thus, future net cashflows are considered
more certain when brand strength is high.

Figure 1.2 shows the three generators of
profit of the brand: the price premium, more
attraction and loyalty, and higher margin.
These effects work on the original market for
the brand but they can be offered subse-
quently on other markets and in other
product categories, either through direct
brand extension (for example, Bic moved
from ballpoint pens to lighters to disposable
razors and recently to sailboards) or through
licensing, from which the manufacturer
benefits from royalties (for example all the
luxury brands, and Caterpillar).

Once these levers are measured in euros,
yen, dollars or any other currency they may
serve as a base for evaluating the marginal
profit which is attributable to the brand. They
only emerge when the company wishes to
strategically differentiate its products. This
wish can come about through three types of
investment:

Investment in production, productivity and
R&D. Thanks to these, the company can
acquire specific know-how, a knack which
cannot be imitated and which in
accounting terms is also an intangible asset.
Sometimes the company temporarily blocks
new entrants by registering a patent. This is
the basis of marketing in the pharmaceu-
tical industry (a patent and a brand) but also
of companies like Ferrero, whose products
are not easily imitated despite their success.
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Figure 1.2 The levers of brand profitability

Patents are on their own an intangible asset:
the activity of the company benefits from
them in a lasting manner.

Investment in research and marketing
studies in order to get new insights, to antic-
ipate the changes of consumers’ tastes and
life-styles in order to define any important
innovations which will match these evolu-
tions. Chrysler’s Minivan is an example of a
product created in anticipation of the
demands of baby boomers with tall children.
An understanding of the expectations of
distributors is also needed, as they are an
essential component of the physical prox-
imity of brands. Nowadays a key element of
brand success is understanding and adapting

to the logic of distributors, and developing
good relations with the channels (even
though it is still necessary when valuing a
brand to make a distinction between what
part of its sales is due to the power of the
company and what part to the brand itself).

Investment in listing allowances, in the
sales force and merchandising, in trade
marketing and, naturally, in communi-
cating to consumers to promote the
uniqueness of the brand and to endow it
with saliency (awareness), perceived
difference and esteem. The hidden intrinsic
qualities or intangible values which are
associated with consumption would be
unknown without brand advertising.
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The value of the brand, and thus the legit-
imacy of implementing a brand policy,
depends on the difference between the
marginal revenues and the necessary marginal
costs associated with brand management.

How brand reputation affects the
impact of advertising

Brands are a form of capital that can slowly be
built, while in the meantime one is growing
business. Of course it is very possible to grow a
business without creating such brand capital:
a push strategy or a price strategy can deliver
high sales and market share without building
any brand equity. This is the case for many
private labels or own-label brands, for
instance. The volume leader in the market for
Scotch whisky in France is not Johnnie Walker
or Ballantines or Famous Grouse but William
Peel, a local brand that aimed all its efforts at
the trade (hypermarkets) and sells at a low
price. It has almost no saliency (spontaneous
brand awareness).

Now managers are being asked to build
both business and brand value. Their salary is
indexed on these two yardsticks: sales and
reputation. One should not see them as
separate, leading to a kind of schizophrenia.
Chaudhuri’s very relevant research (2002)
reminds us that advertising and marketing are
the key levers of sales. However, their effects

on market share and the ability to charge a
premium price (two indicators of brand
strength) are not direct but are mediated by
brand reputation (or esteem). In fact, as
shown by the path coefficients of Figure 1.3,
brand reputation is created by familiarity
(I know it well, I use it a lot) and by brand
perceived uniqueness (this brand is unique, is
different, there is no substitute). Advertising
does play a key role in building sales, but it
has no direct impact on gaining both market
share and premium price. This is most inter-
esting: in brief, it is only by building a reputa-
tional capital that both a higher market share
and price premium can be obtained.

Reputation also adds to the impact of adver-
tising on sales. It is well known from evalua-
tions of past campaigns that the more a brand
is known, the more its advertisements are
noticed and remembered. It is high time to
stop treating brands and commerce as
opposing forces.

Corporate reputation and the
corporate brand

In 2003 Velux, which had become known as
the number one brand for roof windows in
the world, realised it needed to create a
corporate brand. It felt that merely to compete
through its product brand was not enough to

Figure 1.3 Branding and sales

Brand
advertising Brand sales
0.11* 0.27
Number of
i 0.23 Market share
competitors
7M Brand /
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protect it against the growing number of me-
toos all over the world. In addition, its brand
equity was stagnating. When any brand
reaches a level of 80 per cent of top-of-mind
awareness in its category, part of its ‘stag-
nation’ is certainly due to a ceiling effect:
there is not much room for improvement.
However, the company felt that emotional
bonding with its brand was not strong
enough. Could the product brand alone
improve the bond? The diagnosis was that it
was high time to reveal ‘the brand behind the
brand’ (Kapferer, 2000) and start building a
corporate brand.

In fact many companies that based their
success on product brands have now decided
to create a corporate brand in order to make
company actions, values and missions more
salient and to diffuse specific added values.
Unilever should soon develop some kind of
corporate visibility, as Procter & Gamble does
in Asia at this time and will probably do every-
where soon.

There is another reason that corporate
brands are a new hot managerial topic: the
defence of reputation. Companies have
become very sensitive about their reputation.
Formerly they used to be sensitive about their
image. Why this change? Isn’'t image
(perception) the basis on which global evalua-
tions are formed (and thus reputation)? It is
likely that the term ‘image’ has lost its
glamour. It seems to have fallen into disrepute
precisely because there was too much
publicity about ‘image makers’, as if image
was an artificial construction. Reputation has
more depth, is more involving: it is a
judgement from the market which needs to be
preserved. In any case reputation has become
a byword, as witnessed by the annual surveys
on the most respected companies that are
now made in almost all countries, modelled
on Fortune’s ‘America’s most admired
companies’. Reputation signals that although
the company has many different stake-
holders, each one reacting to a specific facet of
the company (as employee, as supplier, as

financial investor, as client), in fact they are
all sensitive to the global ability of the
company to meet the expectations of all its
stakeholders. Reputation takes the company
as a whole. It reunifies all stakeholders and all
functions of the corporation.

Because changes in reputation affect all
stakeholders, companies monitor and manage
their reputation closely. Fombrun has diag-
nosed that global reputation is based on six
factors or ‘pillars’ (Fombrun, Gardberg and
Sever, 2000):

emotional appeal (trust, admiration and
respect);

products and services (quality, innova-
tiveness, value for money and so on);

vision and leadership;

workplace quality (well-managed, appealing
workplace; employee talent);

financial performance;

social responsibility.

Since companies cannot grow without advo-
cates and the support of their many stake-
holders, they need to build a reputational
capital among all of them; plus a global repu-
tation, because even specialised stakeholders
wish the company to be responsive to all
stakeholders. There is a link between repu-
tation and share performance.

As a consequence of this growth of the
reputational concept, companies have
realised they cannot stay mute, invisible,
opaque. They must manage their visibility
and that of their actions in order to maximise
their reputational capital — in fact their
goodwill, to speak like financiers. The
corporate brand will be more and more
present and visible: through art sponsorship,
foundations, charities, advertising. As such it
addresses global targets. The corporate brand
speaks on behalf of the company, signals the
company’s presence. Now companies are also
developing specialised corporate brands such
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as ‘You’ (the recruiting brand of Unilever), or
specialised campaigns (such as semi-annual
financial roadshows).

Corporate brands have therefore taken a
new importance since they speak on behalf of
the company, signal its presence and actions:
in fact they draw the company’s profile in the
eyes of all those who do not have direct inter-
actions with it. In our world people react more
and more to names and reputations, to
rumours and word of mouth. They do not see
the headquarters or the factories any more.
Often delocalised, corporations appear
through the press, publicity, PR, advertising,
financial reports, trade union reports, all sorts
of communications, and of course their
products and services. Managing the corporate
brand and its communication means
managing this profile. The methods to do so
are not specific: they rely as do all brands on
identity. They also rely on the markets.

What then is the difference between
corporate brand methods and the product brand
methods developed in this book? Companies do
have an internal identity, core values that bear
on the profile they wish to, or can, express
outwardly. Companies and corporations are
bodies with a soul (from the Latin, corpus). (They
are enacted by people.) Product brands are more
imaginary constructions, relying on intangible
values which have been invented to fulfil the
needs of clients. Ralph Lauren’s or Marlboro’s
intangible values are pure constructions. It
cannot be the same for companies. Reality leaves
fewer degrees of freedom.

Second, since brand management is both
identity and market oriented, corporate
brands must tailor their profile to meet the
expectations of multiple publics. The core
value must be tailored for this global audience,
which symbolically has to ‘buy’ the company,
as a supplier, an employee or an investor.
Managing the reputation of the name,
through (among other methods) the commu-
nication of the corporate brand, is aimed at
making the company their first choice.

As to the very hot topic of the financial

value of reputation, a conceptual distinction
must be made: at the corporate level, this is
called goodwill (the excess of stock value over
book value). Now, the larger part of this
goodwill is attributable to the financial value
of the brand as commercial brand. This
financial value is usually measured by the
discounted cashflow method. This shows that
the financial value of the brand, be it product
brand or corporate brand, can only be traced
through prospective sales (see Chapter 18).

How do corporate brands relate to product
brands? The latter are there to create client
goodwill, build growth and profits. In modern
mature markets, consumers do not make a
complete distinction between the product
brand and the corporation: what the corpo-
ration does impacts their evaluation of its
brands, especially if they share the same name
as the corporation or are visibly endorsed by
the former. The issue of branding architec-
tures with the four structural types of rela-
tionship (independence; umbrella;
endorsement; source or branded house) will
be covered in Chapter 13. It has strategic
implications in terms of the spillover effects
(Sullivan, 1988) the organisation might or
might not want to capitalise on, and in terms
of bolstering confidence in the product
(Brown and Dacin, 1997), if this is necessary,
which is not always the case. For instance
LVMH, the world’s leading luxury group,
remains separate from its 41 brands’ commu-
nication and marketing: they look inde-
pendent. GM endorses its brands: it reveals
the powerful and respected corporation
behind its car marques. GE follows an
umbrella strategy: GE Capital Investment, GE
Medical Services. A classic strategy, in our
world of global communication and
synergies, is to use for the corporation the
same name as its best brand. This is how BSN
became Danone - just as SO years earlier,
Tokyo Tsuhin Kogyo became Sony. As we shall
see, there are strong benefits in doing this.

A conceptual issue arises when one speaks,
say, of Canon or Nike or Sony or Citibank. Are
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they corporate brands? Are they commercial
brands? Since the company and the brand
share the same name it is difficult to say. The
answer is that they are both: it depends on the
context and objectives and target of commu-
nication. Naomi Klein’s book No Logo (1999)
criticises Nike as a company, for all it tries to
hide behind the attractive images and sports
stars of its commercial brand (for the sweat-
shops in Asia, the delocalisation of manufac-
turing to developing countries, the lack of
reactiveness to critics). To make it clear who
speaks, the corporation or the brand, some
companies have chosen to differentiate the

logo of each source of communication:
Nestlé’s corporate logo is not that of Nestlé as
a commercial brand (which itself is differen-
tiated by product category).

The case is more acute still for service
companies: can one differentiate Barclay’s Bank
or Orange as a brand and as a corporate brand?
Since both share the same employees this is
more difficult, although looking at the objec-
tives and target of the communication should
help. This is why the issue of brand alignment
(Ind, 2001) has become so important: the
corporation has to align on its brand values. Its
whole business should be brand driven.
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Strategic implications of

branding

Many companies have forgotten the funda-
mental purpose of their brands. A great deal of
attention is devoted to the marketing activity
itself, which involves designers, graphic
artists, packaging and advertising agencies.
This activity thus becomes an end in itself,
receiving most of the attention. In so doing,
we forget that it is just a means. Branding is
seen as the exclusive prerogative of the
marketing and communications staff. This
undervalues the role played by the other parts
of the company in ensuring a successful
branding policy and business growth.

Yet the marketing phase, which we now
consider indispensable, is the terminal phase
of a process that involves the company’s
resources and all of its functions, focusing
them on one strategic intent: creating a
difference. Only by mobilising all of its
internal sources of added value can a
company set itself apart from its competitors.

What does branding really mean?

Branding means much more than just giving a
brand name and signalling to the outside

world that such a product or service has been
stamped with the mark and imprint of an
organisation. It requires a corporate long-term
involvement, a high level of resources and
skills.

Branding consists in transforming the
product category

Brands are a direct consequence of the strategy
of market segmentation and product differenti-
ation. As companies seek to better fulfil the
expectations of specific customers, they
concentrate on providing the latter, consis-
tently and repeatedly, with the ideal combi-
nation of attributes - both tangible and
intangible, functional and hedonistic, visible
and invisible — under viable economic condi-
tions for their businesses. Companies want to
stamp their mark on different sectors and set
their imprint on their products. It is no wonder
that the word ‘brand’ also refers to the act of
burning a mark into the flesh of an animal as a
means to claim ownership of it. The first task in
brand analysis is to define precisely all that the
brand injects into the product (or service) and
how the brand transforms it:
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What attributes materialise?
What advantages are created?
What benefits emerge?

What ideals does it represent?

This deep meaning of the brand concept is
often forgotten or wilfully omitted. That is
why certain distributors are often heard saying
—as a criticism of many a manufacturer’s brand
whose added value lies only its name - ‘For us,
the brand is secondary, there is no need to put
something on the product.” Hence, the brand
is reduced to package surface and label.
Branding, though, is not about being on top of
something, but within something. The
product or service thus enriched must stand
out well if it is to be spotted by the potential
buyer and if the company wants to reap the
benefits of its strategy before being copied by
others.

Furthermore, the fact that a delabelled item
is worth more than a generic product
confirms this understanding of branding.
According to the ‘brand is just a superficial
label’ theory, the delabelled product
supposedly becomes worthless when it no
longer carries a brand name, unless it
continues to bear the brand within. In
passing, the brand has intrinsically altered it:
hence the value of Lacostes without ‘Lacoste’,
Adidases without ‘Adidas’. They are worth
more than imitations because the brand,
though invisible, still prevails. Conversely, the
brand on counterfeits, though visible, is in
effect absent. This is why counterfeits are sold
so cheaply.

Some brands have succeeded in proving
with their slogans that they know and under-
stand what their fundamental task is: to
transform the product category. A brand not
only acts on the market, it organises the
market, driven by a vision, a calling and a
clear idea of what the category should
become. Too many brands wish only to
identify fully with the product category,

thereby expecting to control it. In fact they
often end up disappearing within it: Polaroid,
Xerox, Caddy, Scotch, Kleenex have thus
become generic terms.

According to the objective the brand sets
itself; transforming the category implies
endowing the product with its own separate
identity. In concrete terms, that means that
the brand is weak when the product is ‘trans-
parent’. Talking about ‘Greek olive oil, first
cold pressing’ for example, makes the product
transparent, almost entirely defined and epit-
omised by those sole attributes, yet there are
dozens of brands capable of marketing that
type of oil. Going from bulk to packaging is
also symptomatic of this phenomenon. The
weakness of fresh vacuum-packed food brands
is partially due to the fact that their pack-
aging, though designed to reassure the buyer -
such as with sauerkraut in film-wrapped
containers — only recreates transparency.
Significantly, Findus and 1'Eggs or Hoses do
not just show their products, they show them
off. This is the structural cause of Essilor’s
brand weakness, as perceived by the
customers. They do not perceive how Essilor,
the world leader in optical glass, transforms
the product, nor its input, its added value. To
them, glass is just glass to which various
options can be added (anti-reflecting,
unbreakable, etc). The added value seems to
be created solely by the style of the rims
(hence the boom in licensing) or the service,
both of which are palpable and in the store.
What is invisible is not perceived and thus
does not exist in their eyes. However, the
example of Evian reminds us that it is always
possible to make a transparent product
become opaque. The major mineral water
brands have been able to exist, grow and
prosper only because they have made the
invisible visible. We can no longer choose our
water haphazardly: good health and purity are
associated with Evian, fitness with Contrex,
vitality with Vittel. These various positionings
were justified by the invisible differences in
water contents. Generally speaking, anything
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adding to the complexity of ingredients also
contributes to creating distance vis-a-vis the
product. In this respect, Coca-Cola is doing
the right thing by keeping its recipe secret.
When Orangina was taken over by Pernod-
Ricard, its concentrate was remixed into
something even more complex. Antoine
Riboud, the former CEO of Danone
worldwide, expressed a similar concern when
declaring: ‘It is not yoghurts that I make, but
Danones.’

A brand is a long-term vision

The brand should have its own specific point
of view on the product category. Major brands
have more than just a specific or dominating
position in the market: they hold certain posi-
tions within the product category. This
position and conception both energise the
brand and feed the transformations that are
implemented for matching the brand’s
products with its ideals. It is this conception
that justifies the brand’s existence, its reason
for being on the market, and provides it with a
guideline for its life cycle. How many brands
are capable today of answering the following
crucial question: “‘What would the market lack
if we did not exist?” The company’s ultimate
goal is undoubtedly to generate profit and
jobs. But brand purpose is something else.
Brand strategy is too often mistaken for
company strategy. The latter most often
results in truisms such as ‘increase customer
satisfaction’. Specifying brand purpose
consists in (re)defining its raison d’étre, its
absolute necessity. The notion of brand
purpose is missing in most marketing text-
books. It is a recent idea and conveys the
emerging conception of the brand, seen as
exerting a creative and powerful influence on
a given market. If there is power, there is
energy. Naturally, a brand draws its strength
from the company’s financial and human
means, but it derives its energy from its
specific niche, vision and ideals. If it does not
feel driven by an intense internal necessity, it

will not carry the potential for leadership. The
analytical notion of brand image does not
clearly capture this dynamic dimension,
which is demanded by modern brand
management.

Thus, many banks put forward the
following image of themselves: close to their
clients, modern, offering high-performing
products and customer service. These features
are, of course, useful to market researchers in
charge of measuring the perceptions sent back
by the market and the level of consumer satis-
faction. But from which dynamic programme
do they emanate, which vision do they
embody?

Certain banks have specified what their
purpose is: for some it is ‘to change people’s
relationship to money’, while for others it is
to remind us that money is just a ‘means
towards personal development’. Several banks
have recently worked at redefining their
singular reason for existence. All of them will
have to do so in the future. The Amex vision
of money is not that of Visa.

More than most, multi-segment brands
need to redetermine their own purpose. Cars
are a typical example. A multi-segment brand
(also called a generalist brand) wants to cover
all market segments. Each model spawns
multiple versions, thereby theoretically
maximising the number of potential buyers:
diesel, gas, three or five doors, estate, coupé,
cabriolet, etc. The problem is that by having
to constantly satisfy the key criteria of each
segment (bottom range, lower mid-range,
upper mid-range and top range), ie to churn
out many different versions and to avoid over-
typifying a model in order to please everyone,
companies tend to create chameleon brands.
Apart from the symbol on the car hood or the
similarities in the car designs, we no longer
perceive an overall plan guiding the creative
and productive forces of the company in the
conception of these cars. Thus, competitors
fight their battles either over the price or the
options offered for that price. No longer
brands, they become mere names on a hood
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or on a dealer’s office walls. The word has thus
lost most of its meaning. What does Opel or
Ford mean?

What unifies the products of a brand is not
their marque or common external signs, it is
their ‘religion’: what common spirit, vision
and ideals are embodied in them.

Major brands can be compared to a pyramid
(see Figure 2.1). The top states the brand’s
vision and purpose — its conception of auto-
mobiles, for instance, its idea of the types of
cars it wants, and has always wanted, to
create, as well as its very own values which
either can or cannot be expressed by a slogan.
This level leads to the next one down, which
shows the general brand style of communi-
cation. Indeed, brand personality and style are
conveyed less by words than by a way of being

Brand
management
process: top-down

Brand
vision
and purpose

and communicating. These codes should not
be exclusively submitted to the fluctuating
inspiration of the creative team: they must be
defined so as to reflect the brand’s unique
character. The next level presents the brand’s
strategic image features: amounting to four or
five, they result from the overall vision and
materialise in the brand’s products, communi-
cation and actions. This refers, for example, to
the positioning of Volvo as a secure, reliable
and robust brand, or of BMW as a dynamic,
classy prestigious one. Lastly, the product
level, at the bottom of the pyramid, consists
of each model’s positioning in its respective
segment.

The problem is that consumers look at the
pyramid from the bottom up. They start with
what is real and tangible. The wider the

Brand
perception
process: bottom-up

Outside of
brand
territory

Core brand values

Brand personality codes
Semiotic invariants

Strategic benefits and attributes
(four or five prioritised)

Physical signature: family resemblance

Outside of
brand
territory

Product A ... ProductB ... ProductN ... Typical brand actions

Permanent fluctuations of the market
Evolution of competition, life-styles, technology

Figure 2.1 The brand system



STRATEGIC IMPLICATIONS OF BRANDING 35

pyramid base is, the more the customers
doubt that all these cars do indeed emanate
from the same automobile concept, that they
carry the same brand essence and bear the
stamp of the same automobile project. Brand
management consists, for its part, in starting
from the top and defining the way the car is
conceived by the brand, in order to determine
exactly when a car is deserving of the brand
name and when it no longer is — in which
case, the car should logically no longer bear
the brand name, as it then slips out of its
brand territory.

As automobile history is made of great
successes followed by bitter failures, major
multi-segment brands regularly question their
vision. Thus, after its smash hit models, the
205 and 405, Peugeot was somewhat
perturbed, both internally and externally, by
the series of setbacks with the 605 and the
slow take-off of the 106 and 306. A basic
question was then asked: ‘Are Peugeots still
Peugeots?’ Answering it implied redefining
the long-term meaning of the statement ‘It’s a
Peugeot’, ie the brand’s long-lasting auto-
mobile concept.

Internal hesitation about brand identity is
often revealed when searching for slogans.
There is no longer a trend toward obvious and
meaningless slogans such as ‘the automobile
spirit’, which neither tell us anything about
the brand’s automobile ideal, nor help to
guide inventors, creators, developers or
producers in making concrete choices
between mutually exclusive features: comfort
and road adherence, aerodynamism and
feeling of sturdiness, etc.

Permanently nurturing the
difference

Our era is one of temporary advantages. It is
often argued that certain products of different
brands are identical. Some observers thus
infer that, under these circumstances, a brand

is nothing but a ‘bluft’, a gimmick used to try
to stand out in a market flooded with barely
differentiated products.

This view fails to take into account both the
time factor and the rules of dynamic compe-
tition. Brands draw attention through the
new products they create and bring onto the
market. Any brand innovation necessarily
generates plagiarism. Any progress made
quickly becomes a standard to which buyers
grow accustomed: competing brands must
then adopt it themselves if they do not want
to fall short of market expectations. For a
while, the innovative brand will thus be able
to enjoy a fragile monopoly, which is bound
to be quickly challenged unless the inno-
vation is or can be patented. The role of the
brand name is precisely to protect the inno-
vation: it acts as a mental patent, by becoming
the prototype of the new segment it creates —
advantage of being a pioneer.

If it is true that a snapshot of a given market
often shows similar products, a dynamic view
of it reveals in turn who innovated first, and
who has simply followed the leader: brands
protect  innovators, granting them
momentary exclusiveness and rewarding
them for their risk-taking attitude. Thus, the
accumulation of these momentary differences
over time serves to reveal the meaning and
purpose of a brand and to justify its economic
function, hence its price premium.

Brands cannot, therefore, be reduced to a
mere sign on a product, a mere graphic
cosmetic touch: they guide a creative process,
which yields the new product A today, the
new products B and C tomorrow, and so on.
Products come to life, live and disappear, but
brands endure. The permanent factors of this
creative process are what gives a brand its
meaning and purpose, its content and
attributes. A brand requires time in order for
this accumulation of innovations to yield a
meaning and a purpose.

As shown in Figure 2.2, brand management
alternates between phases of product differen-
tiation and brand image differentiation. The
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Figure 2.2 The cycle of brand management

typical example is Sony, whose advertising
focuses on innovations when they exist, and
on image in between.

Brands act as a genetic
programme

A brand does in fact act as a genetic
programme. What is done at birth exerts a
long-lasting influence on market perceptions.
Indeed revitalising a brand often starts with re-
identifying its forgotten genetic programme
(see Chapter 16).

Table 2.1 shows how brands are built and
exert a long-term influence on customers’
memories, which in turn influence their expec-
tations, attitudes and degree of satisfaction.

In the life of a brand, although they may
have been forgotten, the early acts have a very

Table 2.1 The brand as genetic programme

structuring influence. In fact they mould the
first and long-lasting meaning of this new
word that designates Brand X or Brand Y.
Once learnt, this meaning gets reinforced and
stored in long-term memory. Then a number
of selective processes reinforce the meaning:
selective attention, selective perception,
selective memory.

This is why brand images are hard to
change: they act like fast-setting concrete.

This process has many important managerial
consequences. When going international, each
country reproduces it. It is of prime importance
to define the products to be launched in rela-
tionship with the image one wants to create in
the long term. Too often they are chosen by
local agents just because they will sell very well.
They must do both: build the business and
build the brand. Brand management intro-
duces long-term effects as criteria for evalu-
ating the relevance of short-term decisions.

Early founding acts (past) Memory (present)

Expectations (future)

First best-selling product
First channel of distribution
First positioning

First campaign

First events

First CEO

Corporate visions and values

Brand prototype
Associated benefits
Brand image

Legitimate extensions for the future
(what other areas of new products)

Brand competence and know-how
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New generations discover the brand at
different points in time. Some discovered Ford
through the Model T, others through the
Mustang, others through the Mondeo, others
through the Focus. No wonder brand images
differ from one generation to another.

The memory factor also partly explains why
individual preferences endure: within a given
generation, people continue, even 20 years
later, to prefer the brands they liked between
the ages of 7 and 18 (Guest, 1964; Fry et al,
1973; Jacoby and Chestnut, 1978).

It is precisely because a brand is the
memory of the products that it can act as a
long-lasting and stable reference. Unlike
advertising, in which the last message seen is
often the only one that truly registers and is
best recalled, the first actions and message of a
brand are the ones bound to leave the deepest
impression, thereby structuring long-term
perception. In this respect, brands create a
cognitive filter: dissonant and atypical aspects
are declared unrepresentative, thus
discounted and forgotten. That is why failures
in brand extensions on atypical products do
not harm the brand in the end even though
they do unsettle the investors’ trust in the
company (Loken and Roedder John, 1993).
Bic’s failure in perfume is a good example.
Making perfumes is not typical of the know-
how of Bic as perceived by consumers: sales of
ball pens, lighters and razors kept on
increasing.

Ridding itself of atypical, dissonant
elements, a brand acts as a selective memory,
hence endowing people’s perceptions with an
illusion of permanence and coherence. That is
why a brand is less elastic than its products.
Once created, like fast-setting concrete it is
hard to change. Hence the critical importance
of defining the brand platform. What brand
meaning does one want to create?

A brand is both the memory and the future
of its products. The analogy with the genetic
programme is central to understanding how
brands function and should be managed.
Indeed, the brand memory that develops

contains the programme for all future
evolution, the characteristics of upcoming
models and their common traits, as well as the
family resemblances transcending their
diverse personalities. By understanding a
brand’s programme, we can not only trace its
legitimate territory but also the area in which
it will be able to grow beyond the products
that initially gave birth to it. The brand’s
underlying programme indicates the purpose
and meaning of both former and future
products. How then can one identify this
programme, the brand DNA?

If it exists, this programme can be
discovered by analysing the brand’s founding
acts: products, communication and the most
significant actions since its inception. If a
guideline or an implicit permanence exists,
then it must show through. Research on
brand identity has a double purpose: to
analyse the brand’s most typical production
on the one hand and to analyse the reception,
ie the image sent back by the market, on the
other. The image is indeed a memory in itself,
so stable that it is difficult to modify it in the
short run. This stability results from the
selective perception described above. It also
has a function: to create long-lasting refer-
ences guiding consumers among the
abundant supply of consumer goods. That is
the reason a company should never turn away
from its identity, which alone has managed to
attract buyers. Customer loyalty is created by
respecting the brand features that initially
seduced the buyers. If the products slacken
off, weaken or show a lack of investment and
thus no longer meet customer expectations,
better try to meet them again than to change
expectations. In order to build customer
loyalty and capitalise on it, brands must stay
true to themselves. This is called a return to
the future.

Questioning the past, trying to detect the
brand’s underlying programme, does not mean
ignoring the future: on the contrary, it is a way
of better preparing for it by giving it roots, legit-
imacy and continuity. The mistake is to
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embalm the brand and to merely repeat in the
present what it produced in the past, like the
new VW Beetle and other retro-innovations. In
fighting competition, a brand’s products must
always belong intrinsically to their time, but in
their very own way. Rejuvenating Burberrys or
Helena Rubenstein means connecting them to
modernity, not mummifying them in
deference to a past splendour that we might
wish to revive.

Respect the brand ‘contract’

Brands become credible only through the
persistence and repetition of their value
proposition. BMW has had the same promise
since 1959. Through time they become a quasi
contract, unwritten but most effective. This
contract binds both parties. The brand must
keep its identity, but permanently increase its
relevance. It must be loyal to itself, to its
mission and to its clients. Each brand is free to
choose its values and positioning, but once
chosen and advertised, they become the
benchmark for customer satisfaction. It is well
known that the prime determinant of
customer satisfaction is the gap between
customers’ experiences and their expecta-
tions. The brand’s positioning sets up these
expectations.

As a result, customers are loyal to such a
brand.

This mutual commitment explains why
brands, whose products have temporarily
declined in popularity, do not necessarily
disappear. A brand is judged over the long
term: a deficiency can always occur. Brand
trust gives products a chance to recover. If not,
Jaguar would have disappeared long ago: no
other brand could have withstood the detri-
mental effect of the decreasing quality of its
cars during the 1970s. That is a good illus-
tration of one of the benefits a brand brings to
a company.

The brand contract is economic, not legal.
Brands differ in this way from other signs of

quality such as quality seals and certification.
Quality seals officially and legally testify that
a given product meets a set of specific charac-
teristics, previously defined (in conjunction
with public authorities, producers/manufac-
turers and consumers) so as to guarantee a
higher level of quality and distinguishing it
from similar products. A quality seal is a
collective brand controlled by a certification
agency which certifies a given product only if
it complies with certain specifications. Such
certification is thus never definitive and can
be withdrawn (like ISO).

Brands do not legally testify that a product
meets a set of characteristics. However,
through consistent and repeated experience
of these characteristics, a brand becomes
synonymous with the latter.

A contract implies constraints. The brand
contract assumes first of all that the various
functions in the organization all converge:
R&D, production, methods, logistics,
marketing, finance. The same is true of service
brands: as the R&D and production aspects
are obviously irrelevant in this case, the
responsibility for ensuring the brand’s conti-
nuity and cohesion pass to the management
and staff, who play an essential role in
clientele relationships.

The brand contract requires internal as well
as external marketing. Unlike quality seals,
brands set their own ever-increasing stan-
dards. Therefore, they must not only meet the
latter but also continuously try to improve all
their products, even the most basic ones, espe-
cially if they represent most of their sales and
hence act as the major vehicle of brand image;
in so doing, they will be able to satisfy the
expectations of clients who will demand that
the products keep pace with technological
change. They must also communicate and
make themselves known to the outside world
in order to become the prototype of a
segment, a value or a benefit. This is a lonely
task for brands, yet they must do it to get the
uniqueness and lack of substitutability they
need. The brand will have to support its
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internal and external costs all on its own.
These are generated by the brand require-
ments, which are to:

Closely forecast the needs and expectations
of potential buyers. This is the purpose of
market research: both to optimise existing
products and to discover needs and expec-
tations that have yet to be fulfilled.

React to technical and technological
progress as soon as it can to create a
competitive edge both in terms of cost and
performance.

Provide both product (or service) volume
and quality at the same time, since those
are the only means of ensuring repeat
purchases.

Control supply quantity and quality.

Deliver products or services to intermedi-
aries (distributors), both consistently over
time and in accordance with their require-
ments in terms of delivery, packaging and
overall conditions.

Give meaning to the brand and commu-
nicate its meaning to the target market,
thereby using the brand as both a signal
and reference for the product’s (or service’s)
identity and exclusivity. That is what
advertising budgets are for.

Increase the experiential rewards of
consumption or interaction.

Remain ethical and ecology-conscious.

Strong brands thus bring about both internal
mobilisation and external federalisation.
They create their company’s panache and
impetus. That is why some companies switch
their own name for that of one of their star
brands: BSN thus became Danone, CGE
became Alcatel. In this respect, the impact of
strong brands extends far beyond most
corporate strategies. These only last while
they are in the making, after which they

either vanish or wind up as pompous phrases
(‘a passion for excellence’) posted in
hallways. In any case, the corporate brand is
the organisation’s external voice and, as
such, it remains both demanding and deter-
mined to constantly outdo itself, to aim ever
higher.

Becoming aware that the brand is a contract
also means taking up many other responsibil-
ities that are all too often ignored. In the
fashion market, even if creators wish to change
after a while, they cannot entirely forget about
their brand contract, which helped them to get
known initially, then recognised and even-
tually praised.

In theory, both the brand’s slogan and
signature are meant to embody the brand
contract. A good slogan is therefore often
rejected by managing directors because it
means too much commitment for the
company and may backfire if the products/
services do not match the expectations the
brand has created so far. In too many cases
brands are seen as mere names: this is very
evident in some innovations committee
meetings, where new products are reallocated
to different brands of the portfolio many
times in the same meeting. One brand name
or another is perceived as making no
difference. Taking the brand seriously, as it is
(that is, as a contract) is much more
demanding. It also provides higher returns.

The product and the brand

Since the early theorisation on the brand, there
has been much discussion on the relationship
of brands to products. How do the concepts
differ? How are they mutually interrelated? On
the one hand, many a CEO repeats to his or her
staff that there is no brand without a great
product (or service), in order to stimulate their
innovativeness and make them think of the
product as a prime lever of brand competi-
tiveness. On the other hand, there is ample
evidence that market leaders are not the best



40 WHY IS BRANDING SO STRATEGIC?

product in their market. To be the ‘best product’
in a category means to compete in the premium
tier, which is rarely a large segment. Certainly
within the laundry detergent category, market
leaders such as Tide, Ariel and Skip are those
delivering the best performance for heavy-duty
laundry, but in other cases it is the brand with
the best quality/price ratio that is market leader.
Dell is a case in point. Are Dell’s computers the
best? Surely not. But who really needs a ‘best
computer’? What would be the criterion for
evaluation? ‘Best’ is a relative concept,
depending on the value criteria used to
establish comparisons and identify the ‘best’. In
fact the market is segmented: the largest
proportion of the public, and even most of the
B2B segment, wants a modern, reliable, cheap
computer. Thanks to its build-to-order business
model, Dell was able to innovate and become
the leader of that segment. Co-branded ‘Intel
inside’, it reassures buyers and surprises them by
its astonishing price and one-to-one customi-
sation: each person makes his or her own
computer. Is Swatch the best watch? Surely not
either. But in any case this is not what is asked
by Swatch buyers: they buy convenience and
style, not long-lasting superior ‘performance’,
whatever this may mean.

It is time to look deeper into the
brand-product relationship. Looking at
history, most brands are born out of a product
or service innovation which outperformed its
competitors. A superior product/service was
the determining factor of the launch
campaign. Later, as the product name evolves
into a brand, customers’ reasons for purchase
may still be the brand’s ‘superior performance
image’, although in reality that performance
has been matched by new competitors. This
has been the basis of Volkswagen'’s leadership
and price premium: a majority of consumers
keeps on believing that Volkswagen cars are
the most reliable ones. The new Golf Five,
launched in September 2003, 30 years after the
first Golf, is 10 per cent more expensive than
its two European rivals, the Peugeot 307 and
the Renault Megane. This quality reputation is

crucial for Golf and for Volkswagen itself: this
model used to represent 28 per cent of its sales
and almost half its operating profit. When
Golf 4 sales fell by 17.9 per cent over 12
months, Volkswagen'’s operating profit fell
too, by 56 per cent.

As all tests and garage repair records demon-
strate, Volkswagen quality has now been
matched and even bypassed by Toyota, but for
buyers, perception is reality. Brand assets are
made of what people believe. As for rumours
(Kapferer, 2004), the more people believe a
rumour, the more strongly their belief is held.
Why would so many people be completely
wrong? It took 20 years for Toyota to shake
the belief among US consumers that
Volkswagen cars are the most reliable: it takes
time to prove one’s reliability. Often, to go
faster it is best to target a new generation of
drivers with an open mind.

Looking at competitive behaviour, it seems
that brands alternate in their focus. They capi-
talise on their image, then innovate to
recreate or nurture the belief of product supe-
riority (on some consumer benefit), then
recapitalise on their image, and so on (Figure
2.2). Sony’s advertising is very typical of this
pendulum behaviour: it alternates ads that
introduce new products and pure image ads
with no specific material content or superi-
ority content. These latter ads maintain brand
saliency (Ehrenberg et al, 2002).

Figure 2.3 summarises the product-brand
relationship.

Suppose a consumer wants to buy a new car
because of the birth of his or her fourth child.
This major event creates a new set of expecta-
tions, some tangible, some intangible. The
consumer wishes to buy a minivan, with two
sliding doors, high flexibility within the
cabin, and of course a reliable, secure brand,
with credentials and some status. By looking
at Internet sites, at magazines and visiting
dealers, it is possible to identify those models
with the requested visible attributes (size, flex-
ibility, sliding doors). Now what about the
invisible attributes, like the experiential ones
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(driving pleasure) or those one has to believe
on faith, such as reliability? Obviously, these
attributes do or do not belong to the brand’s
reputational capital. They cannot be
observed. This is one of the key roles of
brands: to guarantee, to reassure customers
about desired benefits which constitute the
exclusive strength of the brand, also called its
positioning.

Psychologists have also identified the halo
effect as a major source of value created by the
brand: the fact that knowing the name of the
brand does influence consumer’s perception
of the product advantages beyond what the
visible cues had themselves indicated, not to
speak of the invisible advantages.

Finally, attached to the brand there are
pure intangible associations, which stem
from the brand’s values, vision, philosophy,
its typical buyer, its brand personality and so
on. These associations are the source of
emotional ties, beyond product satisfaction.
In fact, in the car industry, they are the locus
of consumers’ desire to possess a brand. Some
brands sell very good products at fair price
but lack thrill or desire: they cannot
command a price premium in their segment.
Their dealers will have to give more rebates
(which undermine brand value and business
profitability).

Figure 2.3 reminds us of the double nature
of brands. People buy branded products or
services, but branding is a not a substitute for

Branded product

marketing. Both are needed. Marketing aims
at forecasting the needs of specific consumer
segments, and drives the organisation to tailor
products and services to these needs. This is a
skill: some car marques offer minivans with
sliding doors, some do not. However, part of
the willingness to pay is based on a personal
tie with the brand. Uninvolved consumers
will bargain a lot. Brand-involved consumers
will bargain less. Brand image is directly
linked to profitability. In fact, in the
Euromonitor car brand tracking study, meas-
uring the image of all automobile brands
operating in Europe, it has been said that a
positive shift of one unit on the global
opinion scale means there is 1 per cent less
bargaining by customers.

Each brand needs a flagship
product

A given brand will not be jeopardised by
competitors offering similar products, unless
there are large quantities of the latter. It is
indeed inevitable for certain models to be
duplicated in the product lines of different
brands. Suppose that brand A pursues dura-
bility, brand B practicality and brand C inno-
vation: the spirit of each brand will be
especially noticeable in certain specific
products, those most representative or typical
of the brand meaning. They are the brand’s

Brand’s intangible

values and imagery

Halo
effect

Product’s visible and
differentiating characteristics

A

L
>

Brand aspiration

<
<

Y

Product satisfaction

Expectations

Figure 2.3 The product and the brand
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‘prototype’ products. Each product range thus
must contain products demonstrating the
brand’s guiding value and obsession, flagships
for the brand’s meaning and purpose.
Renault, for instance, is best epitomised by its
top minivans, Nina Ricci by its entrancing
evening gowns, Lacoste by its shirts, Sony by
its Walkmans and digital pocket cameras.

However, there are some products within a
given line that do not manage to clearly express
the brand’s intent and attributes. In the tele-
vision industry, the cost constraints at the low
end of the range are such that trying to manu-
facture a model radically different from the
next-door neighbour’s is quite difficult. But, for
economic reasons, brands are sometimes forced
to take a stake in this very large and overall
highly competitive market. Likewise, each bank
has had to offer its own savings plan, identical
to that of all other banks. All these similar
products, though, should only represent a
limited aspect of each brand’s offer (see Figure
2.4). All in all, each brand stays in focus and
progresses in its own direction to make original
products. That is why communicating about
such products is so important, as they reveal the
brand’s meaning and purpose.

The problem arises when brands within the

Meaning and direction of brand A

same group overlap too much, with one
preventing the other from asserting its
identity. Using the same motors in Peugeots
and Citroéns would harm Peugeot, built on
the ‘dynamic car’ image. It is when several
brands sell the same product that a brand can
become a caricature of itself. In order to
compete against Renault’s Espace and
Chrysler’s Voyager, neither Peugeot or Citroén,
Fiat or Lancia could take the economic risk of
building a manufacturing plant on their own;
neither could Ford or Volkswagen. A single
minivan was made for the first four brands.
Similarly, a Ford—Volkswagen plant in Portugal
was set to produce a common car. The
outcome, however, is that in producing a
common vehicle, the brand becomes reduced
to a mere external gadget. The identity
message was simply relegated to the shell. So
each brand has had to exaggerate its outward
appearance in order to be easily recognised.

Advertising products through
the brand prism

Products are mute: the brand gives them
meaning and purpose, telling us how a

Meaning and direction of brand B

Products common
to all three brands

Meaning and direction of brand C

Figure 2.4 Product line overlap among brands
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product should be read. A brand is both a
prism and a magnifying glass through which
products can be decoded. BMW invites us to
perceive its models as ‘cars for man'’s pleasure’.
On the one hand, brands guide our perception
of products. On the other hand, products send
back a signal that brands use to underwrite
and build their identity. The automobile
industry is a case in point, as most technical
innovations quickly spread among all brands.
Thus the ABS system is offered by Volvo as
well as by BMW, yet it cannot be said that they
share the same identity. Is this a case of brand
inconsistency? Not at all: ABS has simply
become a must for all.

However, brands can only develop through
long-term consistency, which is both the
source and reflection of its identity. Hence the
same ABS will not bear the same meaning for
two different car-makers. For Volvo, which
epitomises total safety, ABS is an utter
necessity serving the brand’s values and obses-
sions: it encapsulates the brand’s essence.
BMW, which symbolises high-performance,
cannot speak of ABS in these terms: it would
amount to denying the BMW ideology and
value system which has inspired the whole
organisation and helped generate the famous
models of the Munich brand. BMW intro-
duced ABS as a way to go faster. Likewise, how
did the safety-conscious brand, Volvo, justify

PEUGEOT CITROEN
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its participation in the European leisure car
championships? By saying ‘We really test our
products so that they last longer.’

The minivans that Peugeot, Citroén, Fiat
and Lancia have in common has left only one
role for the respective brands to play: to
enhance its association with the intrinsic
values of the respective’s brand - imagination
and escape for Citroén, quality driving and
reliability for Peugeot, high class and flair for
Lancia, practicality for Fiat. (See Figure 2.5.)

Thus brand identity never results from a
detail, yet a detail can, once interpreted, serve
to express a broader strategy. Details can only
have an impact on a brand’s identity if they
are in synergy with it, echoing and amplifying
the brand’s values. That is why weak brands
do not succeed in capitalising on their inno-
vations: they do not manage either to
enhance the brand’s meaning or create that
all-important resonance.

A brand is thus a prism helping us to
decipher products. It defines what and how
much to expect from the products bearing its
name. An innovation which would be
considered very original for a Fiat, for
instance, will be considered commonplace
for a Ford. However, though insufficient
engine power may scarcely have been an
issue for many car-makers, for Peugeot it is a
major problem. It disavows Peugeot’s deeply-
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Figure 2.5 Brands give innovations meaning and purpose
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rooted identity and frustrates the expecta-
tions that have been raised. It would be at
odds with what should be called Peugeot’s
‘brand obligations’.

In fact, consumers rarely evaluate innova-
tions in an isolated way, but in relation to a
specific brand. Once a brand has chosen a
specific positioning or meaning, it has to
assume all of its implications and fulfil its
promises. Brands should respect the contract
that made them successful by attracting
customers. They owe it to them.

Brands and other signs of quality

In many sectors, brands coexist with other
quality signs. The food industry, for instance,
is also filled with quality seals, certificates of
norm compliance and controlled origin and
guarantees. The proliferation of these other
signs results from a double objective: to
promote and to protect.

Certifications of origin (eg real Scotch
whisky) are intended to protect a branch of
agriculture and products whose quality is
deeply rooted in a specific location and
know-how. The controlled origin guarantee
capitalises on a subjective and cultural
conception of quality, coupled with a touch
of mystery and of the area’s unique character.
It segments the market by refusing the certifi-
cation of origin to any goods that have not
been produced within a certain area or raised
in the traditional way. Thus in Europe since
2003, Feta cheese has been a name tied to a
controlled Greek origin. Even if Danish or
French cheese-makers were to produce a ‘feta’
cheese elsewhere that buyers were unable to
tell apart from the feta cheese made in Greece
in the traditional way, their products can no
longer lay claim to the name ‘feta’.

Quality seals are promotional tools. They
convey a different concept of quality, which is
both more industrial and scientific. In this
respect, a given type of cheese, for example,
involves objective know-how, using a certain

kind of milk mixed with selected bacteria, etc.
Quality seals create a vertical segmentation,
consisting of different levels of objective
quality. The issue here is not so much to
present typical characteristics as to satisfy a
stringent set of objective criteria.

The legal guarantee of typicality brought by
a ‘certified origin’ seal means more than a
simple designation of origin, a mere label
indicating where a product comes from, in
that the latter implies no natural or social
specificity — although it may mislead the
buyer into thinking that there is one.
Moreover, several modern cheese-makers
deliberately mix up what is genuine and what
is not, inventing foreign names for their new
products that are reminiscent of places or
villages in an effort to build their own rustic,
parochial imagery.

It is interesting to see how European coun-
tries tried to reassure consumers during the
‘mad cow crisis’ in order to redress the 40 per
cent drop in beef consumption:

Although it is not legal under EU regula-
tions, they reinstated designations of origin
referring to a country (ie French beef). This
did not prove fully reassuring since it was
soon heard that French cattle could have
eaten not only local grass but also contami-
nated organic extracts imported from the
UK.

Certifications of origin (ie Charolais beef)
add typicality but cannot guarantee a 100
per cent safe meat.

Seals of quality did not exist and had to be
created but it would take years to promote
them: however, unless full control of the
entire cattle raising process is guaranteed,
the output itself cannot be guaranteed.

The crisis highlighted the need for meat
brands. Since 1989, alerted by early
warnings, McDonald’s had indeed sought
new suppliers in Europe, scrutinising the
way in which each and every one raised
and fed their cattle.
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Retailers like Carrefour have promoted
their own signed contract with farmers.

Whether or not official indications of quality
in Europe should still exist in 2010 is a bitter
issue that is still being discussed among
northern countries (United Kingdom,
Denmark, etc) who believe that only brands
should prevail, and southern countries
(France, Spain, Italy) who support the idea of
having official collective signs of quality co-
existing with brands (Feral, 1989).

The northern European countries claim
that brands alone should be allowed to
segment the market and thus build a repu-
tation for excellence around their names,
thanks to their products and to their distri-
bution and marketing efforts. These coun-
tries tend to favour an objective concept of
quality: it does not matter that the feta
cheese that the Greeks prefer is made in
Holland or that Smirnoff vodka is neither
Russian nor Polish. The southern European
countries believe for their part that collective
signs enable small companies to use their
ranking and/or their typical characteristics as
promotional tools, since they do not have
their own brands. As their products do not
speak for themselves, their market posi-
tioning is ensured by quality or certified
origin seals. Clearly, behind the European
debate on whether or not brands that have
built their reputation on their own should
coexist with official collective signs of
quality lies another more fundamental
debate between the proponents of a liberal
economy on the one hand, and the partisans
of government intervention to regulate it on
the other.

From the corporate point of view, choosing
between brand policy and collective signs is a
matter of strategy and of available resource
allocation.

Often, quality certificates reduce perceived
difference. Distributors’ brands can also
receive them. Brands define their own stan-
dards: legally, they guarantee nothing, but

empirically they convey clusters of attributes
and values. In doing so, they seek to become
a reference in themselves, if not the one and
only reference (as is the case with Bacardi,
the epitome of rum). Thus, in essence,
brands differentiate and share very little.
Brands distinguish their products. Strong
brands are those that diffuse values and
manage to segment the market with their
own means.

In handling the ‘mad cow’ crisis,
McDonald’s wondered whether they should
rely on their own brand only or also on the
collective signs and certificates of origin.

On an operational level, let us once again
underline the fact that brands do not boil
down to a mere act of advertising. They
contain recommendations regarding the
long-term specificities of the products bearing
their name, such as attractive prices, efficient
distribution and merchandising, as well as
identity building through advertising. It is
easier for a small company to earn a quality
seal for one of its products through strict
efforts on quality, than it is to undertake the
gruelling task of creating a brand, which
requires so many financial, human, technical
and commercial resources. Even without an
identity, the small company’s product can
thus step out of the ordinary, thanks in part to
the legal indicators of quality.

Obstacles to the implications of
branding

Within the same company, brand policy often
conflicts with other policies. As these are
unwritten and implicit, they may seem
innocuous, when in fact they are a hindrance
to a true brand policy.

Current corporate accounting, as such, is
unfavourable towards brands. Accounting is
ruled by the prudence principle: conse-
quently, any outlay for which payback is
uncertain is counted as an expense rather
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than valued as an asset. This is the case of
investments made in communications in
order to inform the general public about the
brand’s identity. Because it is impossible to
measure exactly what share of the annual
communications budget generates returns
immediately, or within a specified number of
years, the whole sum is taken as an operating
expense which is subtracted from the
financial year’s profits. Yet advertising, like
investments in machinery, talented staff and
R&D, also helps build brand capital.
Accounting thus creates a bias that handicaps
brand companies because it projects an under-
valued image of them. Take the case of
company A, which invests heavily to develop
the awareness and renown of its brand name.
Having to write off this investment as an
expense results in low annual profits and a
small asset value on the balance sheet. This
usually occurs during a critical period in the
company’s growth, when it could actually use
some help from outside investors and
bankers. Now compare A to company B,
which invests the same amounts in machines
and production and nothing whatsoever in
either name, image or renown. As it is allowed
to value these tangible investments as fixed
assets and to depreciate them gradually over
several years, B can announce higher profits
and its balance sheet, displaying bigger assets,
will project a more flattering image. B will
thus look better in terms of accounting, when,
in fact, A is in a better position to differentiate
its products.

The principle of annual accounting also
hinders brand policy. Every product manager
is judged on his yearly results and on the net
contribution generated by his product. This
leads to ‘short-termism’ in decision making:
those decisions which produce fast, meas-
urable results are favoured over those that
build up brand capital, slowly no doubt, but
more reliably in the long term. Moreover,
product-based accounting discourages
product managers from putting out any addi-
tional advertising effort that would serve

essentially to bolster the brand as a whole,
when the latter serves as an umbrella and sign
for other products. Managers thus only focus
on one thing: any new expenditure in the
general interest will be charged to their own
account statement. For example, Palmolive is
a brand covering several products: liquid
detergent, shampoo, shaving cream, etc. The
brand could decide to communicate only one
of these products singled out as a prominent
image leader, capitalising on image spillover
reciprocal effects (Balachander, 2003). But the
investment made would certainly be higher
than could be justified solely by the sales
forecast of that product. This new expenditure
will in fact always be on the given product,
even though its ultimate purpose is to collec-
tively benefit all products under the umbrella
brand.

In order to react against the short-term bias
caused by accounting practices and the under-
estimation of (corporate) value as shown in
the balance sheets, some British companies
have begun to list their own brands as assets
on their balance sheets. This has triggered a
discussion on the fundamental validity of
accounting practices that emerged in the ‘age
of commodities’, when the essential part of
capital consisted of real estate and equipment.
Today, on the contrary, intangible assets
(know-how, patents, reputation) are what
make the difference in the long run. Beyond
the need for an open debate in Europe and the
United States on how to capitalise brands, it
has become just as important to find a way for
companies to account for the long-term pros
and cons of short-term brand decisions in
their books. It is all the more compelling as
brand decision-makers themselves rotate
often, perhaps too often.

Even the way in which the various types of
communication agencies are organised fails to
comply with the requirements of sound brand
policy. Even if an advertising agency has its
own network of partner companies — in
charge of proximity marketing, CRM,
e-business and so on - and can thus promote
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itself as an integrated communications group,
it remains the crux of the network.
Furthermore, advertising agencies think only
in terms of campaigns, operating in a short,
one-year time frame. Brand policy is different:
it develops over a long period and requires
that all means be considered at once, in a fully
integrated way.

It is clear that a company rarely finds
contacts inside so-called communications
groups who are actually in charge of strategic
thinking and of providing overall recommen-
dations rather than merely focusing on adver-
tising or on the necessity to sell campaigns.
Moreover, advertising agencies are not in a
position to address strategic issues, such as
what should be the optimal number of brands
in a portfolio. As these affect the survival of
the brands that are under their advertising
responsibility, the agencies find themselves in
the awkward position of being judge and jury.
That is why a new profession has been
created: strategic brand management
consulting. The time had indeed come for
companies to meet professionals with a mid-
term vision who are capable of providing
consistent, integrated guidelines for the devel-
opment of brand portfolios without focusing
on one single technique.

A high personnel turnover disrupts the conti-
nuity a brand needs. Yet companies today
actually plan for their personnel to rotate on
different brands! Thus, brands are often
entrusted to young graduates with impressive
degrees but little experience and the promotion
they expect often consists of being assigned to
yet another brand! Thus, product managers
must achieve visible results in the short term.
This helps to explain why there are so many
changes in advertising strategy and implemen-
tation as well as in decisions on brand
extension, promotion or discounts. These are in
fact caused by changes in personnel.

It is significant that brands that have main-
tained a continuous and homogeneous image
belong to companies with stable brand
decision makers. This is the case for luxury

brands: the long-lasting presence of the
creator or founder allows for sound, long-term
management. The same is true of major
retailers where senior managers often handle
the communication themselves or at least
make the final decisions. As a means to alle-
viate the effects of excessive brand manager
rotation, companies aim not only at incorpo-
rating brand value into their accounts, but
also at creating a long-term brand image
charter. The latter represents both a vital safe-
guard and an instrument of continuity.
Business organisation is sometimes an
obstacle to building the brand. In 2001, the
very high-profile Toshiba Corporation created
a new and hitherto non-existent vice-pres-
ident post: VP Brand. Significantly, the
appointee was the existing VP of Research and
Development. The fact that the world number
one in laptops and a major player in the tele-
vision, hi-fi and lo-fi sectors should create
such a post demonstrates a strong awareness
of an unfilled gap. Toshiba’s products are
undeniably excellent, and until now this has
been the key to the success of Japanese
companies in general, and Toshiba in
particular. This is a company that enjoys a
dominant position in a sector as cut-throat as
the laptop industry. So what was it missing?
Worldwide studies had revealed that there
was no ‘magic’ to the Toshiba brand. It could
be compared to a colleague at the office whom
you would regularly consult for advice, but
would never invite home for dinner. It was a
brand based on a single pillar: there was a
strong rational component, but little by way
of emotional appeal, intangible values and
‘magic’. In short, it was no Sony, and could
not command Sony’s higher margins. A
company can become a leader in the Toshiba
mould through excellent products and prices,
or a leader like Dell by dint of a distribution
system with levels of efficiency that remain
head and shoulders above any (known)
competitor. But since the effect of compe-
tition is to erode perceived difference, other
instruments are needed to attract customers
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and keep them loyal; to ensure that they
remain customers of the brand. This desire is
based on the need for security, and on intan-
gible factors.

Up until 2001, there was no management of
the Toshiba brand. The company’s organi-
sation was based on a branched structure, and
thus no one was responsible for the cross-
company resource that is the brand. The
medical branch had one view of Toshiba,
while the computer branch had another, and
so on. There was no coordination or global
brand platform, to say nothing of joint
promotions between branches, of course.
Horizontal initiatives (such as sponsorship)
were rare, and commercial necessity dictated
that the power lay with the distribution
subsidiaries: the name of the game was to sell
imported products, not to build a brand repu-

tation. Local managers’ remuneration
packages were calculated on sales, not brand
equity.

Another syndrome pertains to the rela-
tionship between production and sales. In the
Electrolux group, for instance, production
units are specialised according to product.
Both mono-product and multi-market, they
sell their product to the sales units who are,
on the contrary, mono-market and multi-
product (grouped under an umbrella brand).
The problem is that these autonomous sales
divisions, who each have their own brand, all
want to benefit from the latest product inno-
vation so as to maximise their division’s
turnover. What is missing is a structure for
managing and allocating innovations in
accordance with a consistent and global
vision of the brand portfolio. As we will see
later, there is no point in entrusting a strong
innovation to a weak brand. Moreover, this
undermines the very basis of the brand
concept: differentiation.

Lastly, if words mean anything at all,
communications managers should have the
power to prevent actions that go against the
brand’s interest. Thus, Philips never succeeded
in fully taking advantage of its former brand

baseline: ‘Philips, tomorrow is already here’.
In order to do so, they would have needed to
ban all advertising on batteries or electric light
bulbs that either trivialised the assertion,
contradicted it, or reduced it to mere adver-
tising hype. It would also have been possible
to communicate only about future bulb types
rather than about the best current sales.
Unfortunately, nobody in the organisation
had the power (or the desire) to impose these
kinds of constraints. When the Whirlpool
brand appeared, however, the managers from
Philips actually created the organisation they
needed for implementing a real brand policy:
as it was directly linked to general
management, the communications
department was able to ensure the optimal
circumstances for launching the Whirlpool
brand, by banning over a three-year period
any communication about a commonplace
product or even a best-selling product.

Failing to manage innovations has a very
negative impact on brand equity. Even
though salespeople go up in arms when they
are not given the responsibility of a strong
innovation, it is a mistake to assign the latter
to a weak brand, especially in multi-brand
groups. When dealing with a weak brand,
attractive pricing must indeed be offered to
distributors as an incentive to include the
latter in their reference listing. But since the
brand’s consumers do not expect this inno-
vation (each brand defines its type and level
of consumer expectations), the product
turnover is insufficient. As for the non-buyers,
such a brand is not reassuring. If the inno-
vation is launched a few weeks later under a
leading brand name, distributors will refuse to
pay for the price premium due to a leader
because they purchased it at a lower price just
a while back from the same company. Thus,
even with the strong brand, the sales price
eventually has to be cut.

Breeding many strong brands, 1'Oréal allo-
cates its inventions to its various businesses
according to brand potency. Innovation is
thus first entrusted to prestigious brands sold
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in selective channels as the products’ high
prices will help cancel out the high research
cost incurred. Thus, liposomes were first
commercialised by Lancome, the new sun
filter Mexoryl SX by Vichy. Innovation is then
diffused to the other channels and eventually
to the large retailers. By then, the selective
channel brands are already likely to have
launched another differentiating novelty.

However, this process is affected by the fact
that innovation is not exclusively owned by
any one company; it quickly spreads to
competitors, which calls for immediate
reaction.

Along the same lines, when a producer
supplies a distributor’s brand with the same
product it sells under its own brand, it will
eventually erode its brand equity and, more
generally, the very respectability of the
concept of a brand. This simply means that

what customers pay more for in a brand is the
name and nothing else. When the brand is
dissociated from the product it enhances and
represents, it becomes merely superficial and
artificial, devoid of any rational legitimacy.
Ultimately, companies pay a price for this as
sales decrease and distributors seize the oppor-
tunity to declare in their advertising that
national brands alienate consumers, but that
consumers can resist by purchasing distrib-
utors’ own-brands. This also justifies the slug-
gishness of public authorities regarding the
increasing amount of counterfeit products
among distributors’ own-brands. Finally, such
practices foster a false collective under-
standing of what brands are, even among
opinion leaders, which contributes to the
rumour that nowadays all products are just
the same!
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Brand and business building

How do companies grow both the brand and
business? What does it take to build a brand?
What are the necessary steps and phases? In
this chapter we address these questions with a
particular emphasis on integration of efforts.
Brand building is not done apart, it is the
result of a clear strategy and of excellence in
implementation at the product, price, place,
people and communication levels. There are
prerequisites before a brand can be built, and
they need to be understood.

Are brands for all companies?

The brand is not an end in itself. It needs to be
managed for what it is — an instrument for
company growth and profitability, a business
tool. Does branding affect all companies? Yes.
Are all companies aware of this? No. For many
industrial companies or commodity sellers,
the concept of the brand applies only to mass
markets, high-consumption products and the
fast-moving consumer goods (FMCG) sector.
This is a misconception. A brand is a name
that influences buyers and prescribers alike.
Industrial brands have their own markets: Air

Liquide sells to industry, Somfy sells its
tubular motors to window-blind installers and
fitters, Saint Gobain Gypsum and Lafarge sell
to companies and craftspeople in the
construction and public works sectors, and
the William Pitters company is famous among
retailers for the quality of its trade relation-
ships.

Nevertheless, these companies are affected
by brands in a variety of ways:

Stock-exchange-listed groups have to
manage the widened recognition for their
products. Their corporate brand is the
vehicle for this recognition. Stock
exchanges operate on anticipation. By defi-
nition an anticipation is not rational, but
can be influenced by emotive factors.

Worldwide groups should be asking them-
selves whether it might not be time to
complete their transformation into
worldwide buyers and distributors in order
to consolidate their local operators under a
single name.

Chinese or Indian groups should be asking
themselves how to get rid of the status of
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low cost supplies and take a larger part of
the high margin segments in developed
countries: to do so they need a global
brand.

Producers should be asking themselves
whether the brand is a differentiating
factor in any sector threatened by
commoditisation. For this reason, it is
noteworthy that BPB chose to retain the
Placoplatre product brand - a local brand
which had become synonymous with the
product itself, and indeed a leader in its
own markets. Similarly, it is significant that
the industrial Air Liquide company asked
Mr Lindsay Owen-Jones, the CEO of
I’Oréal, to sit on its board of directors.
Having worked its way through hundreds
of product names and legal trademarks for
these names, Air Liquide realised that it
had still failed to create any real value.
What it needed was to restructure its range
of high-tech products under several mega-
brands, as I’Oréal had done.

Producers of intermediary goods should be
asking themselves whether it might not be
time to sell to their clients’ customers, not
through direct sales, but by instilling a
brand awareness in these customers. In this
way, Lafarge - a world leader in
construction materials — invested several
million euros on informing the general
public about the advances made possible
by its innovations, in order to create a
demand for its products among people who
would live in the flats or work in the offices
built by its clients. In relationships with
intermediaries and distributors, the brand
is an instrument of power. Another typical
example is Somfy, a world leader in motors
for window blinds and openings for home
use: this leadership has been earned
through changing its OEM business model
and refocusing the brand on the end user,
just as Intel, Lycra, Woolmark and others
have successfully done. After all, what do

you say to a window-blind dealer for whom
the Somfy motor makes up 35 per cent of
the product cost and who is threatening to
source the part from China at half the
price? Somfy fears being relegated to the
role of a mere OEM player: hence its
increasingly high-profile public ‘Somfy
powered’ strategy.

Building a market leader without
advertising

What does it take to build a brand? Brand defini-
tions are innumerable (see the discussion on
page 9), and almost every author in the field has
his or her own. Although they can be useful,
definitions tell us very little about how to build a
brand. Definitions are static: they take the brand
for granted. Building the brand is dynamic.

In general, in our executive seminars, when
we ask attendees how to build a market-
leading brand, typical answers include
advertise, create an image, and develop
awareness. They are mostly answers that focus
on communication.

Instead of answering that question
frontally, we shall look at an interesting case:
how did an unknown Australian company,
Orlando Wyndham, build the UK'’s leading
bottled wine brand, Jacob’s Creek? This brand
is now the leader in volume and the leader in
spontaneous brand awareness, with a very
strong image. All that was achieved without
mass-market advertising before 2000. It is
most interesting also to note that between
1984 and 2000, the UK wine market doubled
in size. What then was needed to create a
successful wine brand in the UK mass
market?:

The first condition is to have enough
volume. Addressing the mass market
means being able to fulfil trade expecta-
tions. Multiple retailers hate to deal with
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companies that cannot provide sufficient
supply if a product is a success. For a wine
maker this means being able to rely on a
very large supply source.

The second condition is to secure a stable
quality. The first role of any brand is to
reduce perceived risk: the consumer expe-
rience must be the same whenever and
wherever the product is bought. (This is
why branding services is tougher than
branding tangible products: human vari-
ability works against this stability.) For a
wine maker, it means mastering the art of
blending, to make sure consumer expecta-
tions are not betrayed. Once consumers
discover they like a specific wine taste, their
repurchase indicates a willingness to reduce
risk and re-find the same taste, the same
pleasure.

For a mass-market brand, price is key: it
must be mainstream. Everything must be
done, at the back office level, to ensure
higher productivity, and hence a lower
production cost, while not altering the
quality and taste.

It is essential to be end-user driven, and
find the right taste for the particular
market. Many UK consumers are not long-
practised wine drinkers. Their tastes have
been shaped by cold soft drinks and beer.
This means that they prefer wines with a
specific taste and in-mouth profile. In
addition, if an organisation hits the right
local expectations it can expect to obtain
good publicity, medals and press coverage,
thus reinforcing the trade support.

Another requirement is a national sales
force. Wine is mostly chosen at the point of
purchase. On-shelf visibility and point-of-
purchase advertising are success factors. It is
important to draw up national agreements
with the major multiple retailers (in this case
Sainsbury, Asda, Tesco and a few others) to
achieve this, but even when these are in
place a day-to-day check needs to be carried

out, store by store, to make sure everything
is in place. Only a national sales force can
achieve this. In addition, an intensive wet
trial phase is needed, to encourage
customers to pause in wandering up and
down the store aisles and taste the product.
This too requires a national sales force.

These five steps to build a brand in the market
may seem straightforward and easy to follow.
Actually they are not. French wines could not
meet the conditions, while New World wines,
and Australian wines in particular, could. Let
us examine why, for each condition.

Old World wines are based on one principle.
The quality of the wine is totally dependent on
natural factors: the specific type of soil, the sun,
the climate, the air. As a consequence, hundreds
of wines have been created, differentiated by
the wine-growing area, or even specific
vineyard, from which they come, and its
unique characteristics. Each vineyard claims its
soil is better than that of competitors, for
example. As a consequence, the product is frag-
mented. For example, behind each of the 5,000
marques of Bordeaux wine there is a different
grower, usually rather small. This prevents
suppliers from responding to the first condition
for building a brand: enough volume.

Old World wines have tried to secure their
market leadership by transforming their wine-
producing practices into laws. Producing a
Burgundy or a Bordeaux wine means obeying
these laws. What was intended as a quality
control system has become a major block
against innovating to address the competition
from emerging growing areas.

If a wine is to be called a Pauillac, a Graves
or whatever (these are subregions within
Bordeaux), its producers are not permitted to
mix the grapes from this region with grapes
grown anywhere else, or only at a very small
level. If one season is dry they cannot irrigate;
nor can they add chemicals to moderate the
differences in quality caused by differences in
climate from year to year. Because they respect
these laws, Old World wines have an inherent
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variability: they are the true produce of
nature, more than the produce of man. There
is much more variety of soils and variance in
climate from year to year in Europe than in
Australia, California or Argentina, and this
too leads to differences between one Old
World wine and another.

Branding means suppressing this vari-
ability: to secure the same taste from year to
year, one must master the art of blending
grapes coming from very different soils — and
regions, if one of them is underproducing.
Australia, as a relatively newly settled country
without a long wine-growing tradition, had
few laws governing wine producing; it could
do it. It was not so for wine makers from
Bordeaux or Burgundy.

The same holds true for getting the right
quality at low production costs. French wine
makers are not allowed to use mechanised
harvesting: they are required to harvest by
hand. They cannot irrigate, and so radically
increase the productivity of their soils; they
cannot make use of chemical additives. In
France too, wine is stored in barrels as a rule.
In Australia wine is kept in huge aluminium
tanks, and wood cuttings are put in the wine:
there is more wood surface in contact with the
wine, which accelerates the process of giving
the wine the right ‘woody’ taste. Time being
money, this reduces production costs.

Point four concerns getting the right taste
to appeal to the target market. New World
wines have no tradition to respect: they
started from the customer. They adapted their
product to the taste of customers in emerging
markets, used to drinking soft drinks and
beer. Their wine had to be fruit-driven, very
soft, very smooth, easy to drink for all occa-
sions. Some varietals (types of grape) such as
Chardonnay and Semillon Chardonnay
could deliver such a taste. These were not the
varieties that made the reputation of
Bordeaux or Burgundy wines.

One other dimension of being client-driven
is language. Marketing research showed that
the English were still broadly an ‘island race’:

many of them are not well versed in European
languages and the cultural traditions of
Continental Europe. Unlike the maze of thou-
sands of hard-to-pronounce wine names from
Europe, Jacob’s Creek is an English name, and
the wording on the wine labels is written in
English. Until recently French wines rarely
provided any labelling information in
English. Furthermore, Australia is part of the
Commonwealth, and some English people
identify more closely with it than with France.

In addition, each New World country has
become associated with a small number of
grape varieties. This means that consumers
find it easier to forecast the taste of an
Australian wine than of a French wine. The
country of origin adds its own risk-reducing
role to the brand.

Last but not least, the industry’s organi-
sation in the Old World is too fragmented.
Individual growers cannot afford a dedicated
sales force even in their homeland. Even
when the wine is produced by cooperatives of
growers, the coops tend to want to remain
independent and refuse to join larger organi-
sations, the only viable path to reaching the
critical size to create a brand.

As aresult, in the 16 years to 2001, Australian
wines, led by Jacob’s Creek, went from zero to a
16.9 per cent share by volume and a 20.1 per
cent share by value of the British market.
Meanwhile the market doubled in size.
Interestingly, as is shown by the value share
being higher than the volume share, price is not
the main reason consumers choose Australian
wines. The New World growers have succeeded
in persuading customers to trade up, by offering
higher quality brand extensions designed to
appeal to former novice wine drinkers who are
now willing to explore more complex wines.

Can Old World wines come back and stop
their sharp decline? As long as they do not
suppress their internally based regulations,
their production laws, and do not encourage
supplier concentration, they will not be able
to fulfill the five conditions for building
brands. Bordeaux and Burgundy cannot do it.
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However, the Languedoc wine-growing region
is the biggest in the world. As such it fulfils the
first condition. In this region, which histori-
cally produced lower-status wine than
Bordeaux and Burgundy, there are very few
production rules to obey. The future is in the
hands of Languedoc’s growers if they can
concentrate and meet customers’ require-
ments, not only in the UK but also in Japan,
Korea and other countries with a growing
market for wine. They might also export their
know-how and build brands where the future
market is: China. This is why so many players
are signing joint ventures with Chinese
companies and authorities, to grow grapes in
China and develop brands that have none of
the Old World wine industry’s self-imposed
limitations.

What lessons can be drawn and gener-
alised? New World wine brands have
succeeded because they innovated, breaking
with the competition’s conventions for
consumer profit. They have not stopped inno-
vating and disrupting conventions. In
Australia, Jacob’s Creek recently introduced
screw cap closures on its Riesling varieties,
abandoning a sacred cow: cork closure.
Riesling is more likely than wines from some
other grape varieties to be affected by
problems of cork quality, and half-bottles are
especially vulnerable. Both consumers and
the trade reacted favourably to this small but
revolutionary innovation.

A second lesson is that a part of Jacob’s
Creek appeal was based on one enduring
weakness of competition: it was not an elitist
brand, and it had no snob value. It was
approachable for everybody.

The product’s quality—price ratio was
excellent, attracting praise from experts and
taste makers. This is an endless race: each year
the brand continues to improve the quality,
thus winning continuous publicity. Since it
was the first of the major Australian wine
exporters, Jacob’s Creek benefited from the
‘pioneer advantage’, and became the symbol
of Australian wine. Interestingly, Orlando

Wyndham, the company that owns the
brand, is far smaller than some of its
Australian competitors such as Hardy’s, but all
its energy and efforts were focused on this one
single brand.

Many brands have developed by contact
and retail without advertising: Google, Zara,
Amazon. This is not the only brand-building
model. Yellow Tail became the number one
wine brand in the United States thanks to a
huge advertising campaign, a fun personality
and a price which strongly motivated its main
distributor. In addition it was aimed at the
wide field of non-experts in wine.

Brand building: from product to
values, and vice versa

It takes time to build a really strong brand.
There are two routes, two models for doing so:
from product advantage to intangible values,
or from values to product. However, with
time, this two-way movement becomes the
essence of brand management: brands have
two legs.

Most brands did not start as such: their
founders just wanted to create a business,
based on a very specific product or service: an
innovation, a good idea to start their business
and open the distributors’ closed doors.
Through time, their name or the name of the
product became a brand: well known and
endowed with market power (the ability to
influence buyers). It did not simply designate
a product or a person, but little by little came
to be associated with imagery, with intangible
benefits, with brand personality and so on.
Perception had moved upwards from objects
to benefits, from tangible to intangible
values.

As is shown by the upward-pointing arrow
in Figure 3.1, most brands start not as brands
but as a name on an innovative product or
service. Nike started out as a meaningless
name on a pair of innovative running shoes: if
they had not been innovative no distributor
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would have paid attention to Phil Knight in
the first place. With time, that name acquired
awareness, status and trust, if not respect or
liking. This is the result of all the communi-
cation and stars which accompanied the
business building. Little by little an inversion
takes place in the process: instead of the
product building the brand awareness and
reputation (the bottom-up arrow of
influence), it is the brand that differentiates
and endows the product/service with its
unique values (the top-down dotted arrow). In
fact at this time the brand determines which
new products match its desired image. Nike is
now in the phase of brand extensions: the
brand has stretched from running shoes to
sports apparel and now golf clubs.

Through time, brand associations typically
move up a ladder (the vertical axis of Figure
3.1), from ingredient (Dove with hydrating
cream) to attribute (softening), to benefit
(protection), to brand personality, brand
values and even mission (Apple or Virgin have
a mission), at the very top intangible end.

Now this does not mean that, with time,
brand management should not be concerned
with material issues and differentiation any
more. Brands are two-legged. Even luxury
brands, bought for the sake of show, must give
their buyers the feeling that they have bought
a great product and that the price difference is
legitimate. But material differentiation is a
never-ending race: competitors copy your best
ideas. Attaching the brand to an intangible
value adds value and prevents substitutability.
The Mercedes price premium is permanently
explained by product-based advertising copy,

Intangible added values
Values, mission
Personality
Benefits
Attributes
Ingredients

Tangible added values

but also by PR operations that accentuate the
unique status of the brand.

This first model concerns brands that
started as a product. There exists a second
model of brand building: many brands start as
concepts or ideas. This is true of all licensed
brands (Paloma Picasso perfume, Harry Potter
products and so on) and of many fashion
brands, spirits or cigarette brands. The Axe
men’s hygiene line started from an insight as
well: teenagers feel insecure about their sex
appeal.

This model also provides a reminder that
even when launching a product brand (that
is, a brand based on a product advantage) it
is important to incorporate from the start
the higher levels of meaning that are
intended to attach to the brand in the longer
term. The brand should not simply acquire
them, by accumulation or sedimentation;
they should be planned from the start and
incorporated at birth. Incorporating this
perspective from the start accelerates the
process by which products become brands.
This is why product launch and brand
launch are not the same.

This is also why brand names should never
be descriptive of the product. The first reason
is that what is descriptive soon becomes
generic, when competitors come into the
market with the same product. Second, clients
will soon learn what the business is about.
Names should better aim at telling an intan-
gible story. Amazon speaks of newness, force
and abundance (like the River Amazon), and
Orange says ‘definitely non-technical’, just as
Apple Computers did 25 years earlier.

Time

Figure 3.1 The two models of brand building through time
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Finally, as is illustrated by the two dotted
arrows of the graph, brand management
consists of a permanent coming and going
between tangible and intangible values.
Brands are two-legged value producing
systems. This means that having an excellent
product is not enough in modern compe-
tition. (See for instance the Toshiba case, page
47). However, neither luxury nor image
brands can afford to forget the functional real-
ities of products.

Are leading brands the best
products or the best value?

To create a brand is much more than simply
marking a product or service, the necessary
first step of brand differentiation. It is about
owning a value.

It is often held to be a paradox that the
number one brands are not the best products.
Was the original IBM PC the best PC available
at the time? No. Is Pentium the best chip?
Who knows? Are Dell computers the best
computers?

The paradox stems from the word ‘best’: best
for whom, and at what? Let’s take the analogy
of a school class. Academic gradings are deter-
mined according to well-understood criteria:
students who do well display qualities such as
excellent memory, the ability to solve
problems fast, to work accurately and to
present their work well. These are the values of
the schoolroom; and similarly, each market
has values. To become number one in any
market it is necessary to understand what the
market values are. Of course, one cannot
succeed without a good product or service.
Those who try the product must like it enough
to make repeat purchases, to refer others to it;
the product must build brand loyalty. In the
truck tyre market, Michelin is certainly the
number one: it holds 66 per cent of the
original tyre market (that is, the tyres the
manufacturer supplies with the truck). But in
the replacement market, the so-called ‘after-

market’, although Michelin is still the market
leader, its share falls to 29 per cent. It looks as if
Michelin is not as well oriented to the values of
the buyers in this aftermarket, fleet owners
and those who maintain their trucks.

In the spirits market, Bacardi is world
number one; is it the best spirit? One could
certainly argue that it is nothing of the kind: it
has no taste, and in all blind testings it fares
very poorly. So why does it sell in such
volume? The source of its business is not
experts deliberating over its taste, but casual
drinkers and partygoers. They generally want
a spirit that will blend well in a cocktail, and
an ideal mixer should have a very neutral
taste. This is exactly what Carta Blanca
delivers; it provides 90 per cent of Bacardi’s
sales.

Branding starts from the customer, and
asks, what does he or she value? Bacardi is
certainly not the ‘better’, but it could be called
the ‘batter’. One of its key intangible added
values is its personality, epitomised by its
symbol: a bat. The first Bacardi factory in
Cuba was full of bats. This became the brand’s
symbol, adding an enduring halo of mystery
to it.

Another example can be found in the
educational market. The Master’s degree in
Business Administration (MBA) is a passport
to success. It was first introduced in US
universities. To get their MBA, students at US
universities need two years of intense work:
one year to learn the fundamentals, and one
year to specialise in a major field.

Insead is now a respected brand in the MBA
market, and Europe’s best-known MBA.
However its MBA course lasts less than a year.
This is the power of branding: a strong brand
awareness acts as a quality cue. Because it
created the MBA category in Europe, Insead
soon benefited from the pioneer advantage:
its name effectively became the local
standard, because of the lack of competition.
The French management school HEC created
its MBA in 1969, while Insead had started in
1957. HEC and some other late entrants made
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another mistake: they delivered a genuine
American-type MBA. The HEC MBA, which
lasted two years, was arguably of too high
quality for European corporate recruiters, and
too long for European students.

Understanding the value curve
of the target

Insead became Europe’s best-known MBA by
understanding the value curve of European
human resources directors who hire young
executives. In delivering an MBA based on the
US model, premium schools such as HEC
showed that they did not understand the
local value curve. In Europe, recruiters do not
really care how much time students have
spent on campus: the extra salary one gets
after having spent two years at Harvard,
Stanford or Northwestern instead of less than
a year at Insead is very small. One thing
recruiters do value, however, is an intensive
immersion in a truly international
programme, in which students learn to work
with 10 different nationalities. This mirrors
the working context for which they are being
hired. European companies tend to consider
that they will really teach their recruits how to
do business in-house, and that a fast
academic introduction lasting less than one
year will suffice. Finally, companies prefer to
rely on continuing education, providing a
regular stream of specialised company
seminars, throughout their managers’
working lives.

Since not all clients are alike, different
brands can coexist in the same sector, because
they address the value curve of different
segments. This is why groups build brand
portfolios. GM has a portfolio of car marques,
as does the Volkswagen Group.

Breaking the rule and acting fast

The MBA example also illustrates another
issue: to build a brand one must quickly reach
the critical size to create barriers to entry (such
as top-of-mind awareness). By breaking the
two-year rule, Insead was able to produce
twice as many graduates as a US school of the
same size, and so to reach the critical size of
alumni who act as its referees within
companies in half the time. Recently it made a
strategic move by doubling the number of
graduates produced per year, thus accentu-
ating its market share and increasing its
productivity (the number of students per
professor). It also decided to capitalise on its
now well-known brand to open a branch in
Asia.

Many lessons should be drawn from the
above examples:

The first is that all brands start by being
non-brands, with zero awareness and
image. However, they were based on an
innovation that succeeded. Starting a
brand means finding a disrupting inno-
vation.

Second, creating a market is the best way to
lead it. This is the well-known pioneer
advantage. However, to be able to create a
market, one must break free from the
conventions and codes that create herdism
in the marketplace.

Third, time is an essential ingredient of
success. The winners start first and move
fast so as to rapidly create a gap from the
incoming competition.

Fourth, it is important to reach the critical
size rapidly, to reinforce that gap from the
competition. This creates more resources
for advertising, communication and word
of mouth.
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Fifth, a brand is not a producer’s brand or a
retailer’s, as is often heard in marketing
circles: it is the customer’s brand. A brand
epitomises values, but as we know, value
lies in the eyes of the beholder, the
customer. It is essential to be market
focused and ask, what is the value curve of
the target? Then comes the question how
to address this value curve better than the
existing competition. The best way is to
create a disruption (Dru, 2002), to break the
conventions of the market.

Comparing brand and business
models: cola drinks

It is interesting to compare a number of brand
and business models within the same
category. This illustrates how one cannot
understand market leadership simply in terms
of brand image. Structural factors such as
production costs, the type of competition,
and the trading structure of the sector need to
be incorporated into the analysis. Why not
take as a field for analysis the very symbolic
one of colas? Colas as a commodity have
succeeded remarkably in ‘decommoditi-
sation’, unlike other soft drinks. They are also
the market in which the largest brand in the
world, Coca-Cola, operates.

What is a soft drink? In a material sense it
consists of water, flavourings, a sweetening
agent and carbonate. In the fruit juice market,
brands are having a hard time: in Germany,
hard-discount labels hold more than 50 per
cent of the market. The same process is taking
place in the UK and all over Europe, where
unlike in the United States, distribution is
very concentrated and discount labels do not
mean poor-quality products. The problem
faced by brands is how to differentiate a
product like orange juice that seems generic.
In addition, the raw cost of orange juice is
high: this creates pressure on the margins, and
as a consequence on the level of advertising

Table 3.1 Consumer price (in euros/litre) of
various orange-flavour drinks in Europe

Brand Price
Hard discount 0.25
Carrefour Standard

Orange juice 0.70
National brand 0.84
Sunny Delight 1.08
Tropicana 2.45
Tesco Finest 2.50

budget affordable, when selling prices are
under pressure from retailer own-labels and
unbranded generic products.

In the fruit juice market, there are not many
ways of finding a favorable economic
equation. Tropicana follows a premium price
strategy, based on permanent product innova-
tions (freshly collected oranges for instance)
and a premium image. These are value inno-
vations, increasing the price paid by
consumers per litre. It is the premium market
leader, and a global brand, but in each
country it is a small player in volume.

As always, Procter & Gamble followed a
high-tech approach to differentiate its
product. It introduced Sunny Delight as a
competitor in the fruit juice market although
it has almost totally artificial ingredients
(there is only 5 per cent orange in it, for legal
reasons). These created a taste and texture that
beat all the competitors using natural fruit
juice. It also added vitamins to appeal to
mothers. Thanks to its name, its colour
(orange, and variants for the different
flavours) and logo (a round sun), Procter &
Gamble created an innovative product, which
was reminiscent of orange juice and was
certainly thought by some consumers to be
orange-based. Its artificial chemical formula is
patentable, which creates a barrier to entry
and prevents it from being directly copied.
Most important, it is priced high, whereas its
raw material cost is far lower than that of
natural orange juice.
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Coca-Cola is an opaque product: almost
black, mysterious, with a secret formula, it
created from the start the conditions, both
real and psychological, of a product that is not
fully substitutable. Also, since it is an invented
rather than natural product, the brand
became associated with the product, which
can be described by no other name. It has
since become the reference product for an
entire genre of cola drinks. Benefiting from
the pioneer advantage, throughout more than
a century the Coca-Cola brand has pursued
one single objective, now on a worldwide
scale: to continue to grow the cola category. It
was in competition first with sodas in
America, then with other soft drinks, and now
with virtually all other types of drink,
including water in Europe or tea in Asia.

Coke’s brand essence is ‘the refreshing bond
between people everywhere’. In making its
brand the number one drink in the world, it
benefited from being made from a syrup that
is easy to transport at low cost, with high effi-
ciency (that is, it can be highly concentrated,
so many litres of Coca-Cola are produced from
a single litre of concentrate) and remarkably
high resistance to temperature and time (it
can be stored for a long time, anywhere,
unlike most fruit-based soft drinks). It is defin-
itively a great physical product. In addition,
the tuning of its acidity/sweetness ratio is
optimal so customers can drink many glasses
or cans in a row without being satiated. The
cola syrup itself is very cheap to produce, thus
allowing high margins and as a consequence
high marketing budgets to reinforce its top-of-
mind position (a key competitive advantage
in this low-involvement category, where the
buying decision is based on impulse). It is
resold to bottlers at five times its production
price, so profit can be located at the company
level and pressure can be exerted on bottlers/
distributors to pursue a high-volume strategy
if they want to be profitable.

To grow the business through the
expansion of the category, the strategy rests
on three facets, which are always the same:

availability, accessibility, attractiveness, in
that order. Most people focus on communi-
cation, but the key of Coke’s domination is in
these three levers:

Availability, the distributive lever, comes
first. ‘Put Coke at arms’ reach’. The aim is
for people to find Coke everywhere: bars,
fast-food restaurants, canteens, retailers,
vending machines in streets and public
places, refrigerators in offices, classrooms
soon.... An essential point to appreciate is
that building both the business and the
brand image is tied to the active presence
on premises. On-premise presence gives
status to a drink, and creates consumption
habits. In addition, unlike multiple
retailers (Wal-Mart, Asda, Ika, Carrefour,
Aldi and the like), which do not sell one
brand exclusively, but their clients have the
choice, on-premise customers do give
exclusive rights, thereby granting a local
monopoly to the brand. This is why Coke
makes global alliances with McDonald’s
and other synergistic organisations. One
condition of this type of exclusive deal is
that the supplier provides, and the outlet
agrees to stock, its full portfolio of soft
drink brands. The goal is to create a barrier
to entry to any soft drink competitor.

As part of competing on availability, one
should not forget access to the bottlers: in
many countries there are few good bottlers,
and eventually one only. Controlling this
bottler is a sure way to prevent competition
entering the country. Conversely, it is a
way to push competition out, as when the
Venezuelan bottler that had formerly
handled Pepsi decided to work for Coke.
Within a day, Pepsi operations in
Venezuela were closed.

Accessibility is the price factor: ‘In China,
in India, sell Coke at the price of tea’. This
is made possible by the low cost of syrup
production, its easy transportability, and
also the volume-based strategy. Economies
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of scale create another pressure on the
competition, if not a total barrier to entry.
Having located the profit at the company
level (exactly as Disney Corporation does
through licensing royalties, while some of
its foreign entertainment parks are not
profitable), the Coca-Cola Corporation can
afford to have its local companies lose
money for the sake of rapidly growing a
high per capita consumption rate. In
addition, to push competition out of the
market (whether it is defined as cola drinks
or more widely), the company exerts a
high-price pressure on the whole market.
For instance, it seems that specific prices on
Coke are granted to trade distributors if
they give preference to the company’s
other brands, such as Fanta, Minute Maid
and Aquarius. This is why the Coca-Cola
Company is now being sued by the
European authorities on charges of anti-
competitive manoeuvres.

Attractiveness is the third factor: it is the
communication issue. Although Coke’s
advertising is conspicuous, non-media
communication (relationship, proximity,
music and sports sponsorship, and on-
premise communications) represents the
main part of the budget. Share-of-mind
domination is made possible, let us remind,
by the low production cost. Last but not
least, Coke’s image is not that of a product
but of a bond: it delivers both tangible
promises (refreshment) and intangible
ones (modernity, dynamism, energy,
American-ness, feeling part of the world)
which make it so special, much more now
than its secret formula.

Coca-Cola’s main challenger worldwide,
Pepsi-Cola, is following exactly the same
brand and business model. Its differentiation
is based on the fact that it was introduced
more recently than Coke, and did not create
the category. As a challenger, its brand image
and market grip are lower. It challenges the

leader on three facets: price, product and
image:

Price: it is a dime cheaper than Coke, at
consumer level, but this creates a higher
pressure profitability.

Product: since it is not the referent, Pepsi is
more daring and permanently works on the
product to beat Coke on palatability and
taste (the ‘Pepsi challenge’). Its formula is
actually preferred to Coke in most blind
tests. It pushed Coca-Cola Corporation to
make the ‘marketing blunder of the
century’ launching New Coke in 1985 to
replace the classic Coke, the water of the
United States. More innovating by
necessity, it practised line extensions such
as Diet Pepsi well before Coke.

Image: Pepsi is younger than Coke.
Capitalising on the only durable weakness
of Coke, its advertising positioning makes
Pepsi the choice of the new generation.
Pepsi’s essence is ‘the soft drink for today’s
taste and experiences’.

To secure a presence for Pepsi-Cola on
premises and circumvent the barriers to entry
created by Coke, the Pepsico Company had to
diversify into restaurants and fast-food
chains.

Other rivals to Coke have had an even
harder time. In February 2000, Richard
Branson of Virgin admitted defeat in its war
against Coca-Cola and Pepsi in the United
States, less than two years after he rode into
New York’s Times Square in a tank to launch
his challenge. On reviewing the brand and
business model that is common to both Coke
and Pepsi, it is easy to understand why Virgin
Cola failed everywhere but in the UK, its
domestic base. Even there it won less than 5
per cent of the market. Brand is not enough.

Virgin Cola bought the Canadian company
Cott’s, which was able to make a very good
syrup: it makes the cola sold under Loblaw’s
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President’s Choice private label. It proposed a
cheaper price than Coke or Pepsi. But Virgin
Cola never got the distribution, it never
accessed the consumer. Branson'’s whole idea
was to save on advertising and thus make a
cheaper price possible by taking advantage of
the Virgin umbrella brand. Unlike the two
world-leading carbonated soft drink
companies, which both follow a product
brand policy (one brand per type of flavour),
Virgin’s only brand asset is its core brand,
which has been extended to all types of
category (see Chapter 12), and in the process
gained extensive worldwide awareness. As
well as a low volume of advertising and selling
a large volume on promotion, Virgin had a
small sales force, a sure handicap for trade
marketing and store-by-store direct relation-
ships. Finally, Virgin Cola was not able to
work in the market without a full portfolio of
soft drinks to support it. This is necessary to
access the on-premise consumption sector,
and is also the only way to make a true
national sales force economically possible.

As arule, extension failures are immediately
attributed to some image-based reason that it
is impossible for the brand to extend to the
new category. The brand and business
perspective shows us that this explanation is
superficial. It was not the Virgin brand that
was the source of the failure, but the fact that
Virgin could not compete on the same brand
and business model as its two Goliath
competitors. Fairy tales are one thing, but
most of the time David gets killed.

Virgin Cola failed to get enough distri-
bution: in Europe, for instance, it never
entered the main multiple retailers. It was not
sold sufficiently in the fashionable bars and
restaurants. To do better in distribution terms
it would have needed a real sales force and a
real portfolio of brands and products.
Arguably it should have looked for alliances
with soft drink manufacturers looking for a
branded cola.

Without advertising, the cola was mostly
sold on a promotional basis. It is questionable

whether that creates the basis for a long-term
preference. Also, Virgin wanted to be
perceived as the anti-Coke cola. However
throughout the worldwide market this role
already belonged to Pepsi. Finally, is the
Virgin brand image that strong among the
young generation outside the UK?

What other brand and business model
could exist in this sector? At this time, two
alternative models are surviving: ethnic colas
and colas dedicated to trade. In its edition of
Sunday 12 January 2003, the New York Times
published an article, ‘Ire at America helps
create the Anti-Coke’. This announced the
creation of Mecca Cola by a young Tunisian-
born entrepreneur. He targeted it at the
Muslims of France and soon of other coun-
tries. This brand had two strengths. The first
was immediate goodwill in the Muslim
community: its identity is based on a real
feeling of community and resentment against
what is felt as an imperialist drink and brand.
The second was an immediate presence in the
specific channel of distribution held by this
community, innumerable small convenience
stores that open long hours.

It is too early to judge its success, since this
will only be evidenced by long-term durability.
However, sales are skyrocketing. Interestingly,
other colas have burgeoned, based on the
same approach: they capitalise on religious,
ethnic or geographical feelings of community
and identity. For instance there are Corsica
Cola and Breiz'h Cola (sold in Brittany), aimed
at two regions with strong identity and even
independentist movements. This model can
be reproduced elsewhere: Irish cola? Scottish
cola? In the era of globalisation, regional iden-
tities are revived to resist what is perceived as a
loss of essence, soul, and quality of life. Such
attempts access local distribution or the local
stores of national multiple retailers. No store
owner or manager wants to take the risk of
hurting the local feelings of the community
living around its store.

Monarch Beverage Company has created an
interesting alternative brand and business



BRAND AND BUSINESS BUILDING 63

model. It is totally trade oriented, thereby
securing access to modern distribution,
worldwide. However it is not simply
providing cola for retailers own labels. This is
a true branding approach.

The problem for multiple retailers is to get
free from the grip of Coke and Pepsi.
Unfortunately, with some exceptions
(Sainsbury’s Cola in the UK, President’s
Choice Cola in Canada), market shares of own
labels remain very small. This is probably
because compared with the real thing, private
labels look like faked cola. Parents who buy
own-label colas to save money risk being criti-
cised by their children. Private labels have no
image in a category that has been decom-
moditised by brand image. Coke’s identity
encapsulates the American dream, authen-
ticity and pleasure. Pepsi has the same associa-
tions, although to a lesser extent, and also
means youth. Own-labels create no such value
in the eyes of the young heavy consumers.
They create bad will.

The Monarch Beverage Company was
created in Atlanta, USA, by two former Coca-
Cola marketing VPs. With the help of a former
Coca-Cola chemist, it knew how to produce a
good cola syrup. Most important, instead of
focusing on the end-consumer (the mistake of
Virgin) and running the risk of having no
access to mass distribution, it focused on the
customer problem: to increase the share of its

own label with profit. Even if they were given
away free, own-label colas would not be
consumed: they lack authenticity, a reas-
surance on quality and taste, and fail to
deliver the right intangible values. Monarch
has created a portfolio of brands, all looking
American (like ‘American Cola’), and coming
from a true American company based in the
Mecca of colas, Atlanta, close to Coca-Cola’s
own headquarters. These brands, owned by
Monarch, are granted under licence to
multiple retailers. Each mass multiple retailer
therefore has its own brand, different from its
competitors’, for its operations worldwide.
Carrefour for instance has American Cola. The
syrup is made by Monarch to match each
retailer’s specifications. The company
provides the brand and the product; it leaves
its customers totally free to manage their own
bottlers, prices and promotion. No national
sales force is needed: negotiations are carried
out at the corporate level, with the category
global manager.

This in-depth comparison of alternative
brand and business models has illustrated the
benefits of enlarging the perspective on
competitive strategies, beyond communi-
cation and brand image. Brand leadership is
gained through the synergy of multiple levers
within a viable economic equation. Thus is
the true condition of brand equity.
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From private labels to store

brands

Each day brings fresh news of the expansion
of distributors’ brands. On 28 November
2006, Carrefour launched its mobile phone
range under its own brand, while praising the
capabilities of its Orange network, aiming to
turn it into a tool for creating customer
loyalty that would itself be profitable and a
channel for growth. The offer was carried by
the 218 hypermarkets under the Carrefour
name, visited by one million clients every day.

This is not an isolated phenomenon.
Distributors’ brands are on the rise every-
where, and now dominate the market in
many so-called mass consumption categories.
For example, in France the market for self-
service packaged ham is 400,000 tonnes a
year. The hard-discount circuit alone, without
national brands, sells 100,000 tonnes. In large
and medium-sized stores 300,000 tonnes are
sold, of which two-thirds, or 200,000 tonnes,
are ‘low-cost products’ under the store brand.
There are only 100,000 tonnes remaining for
the major brands: Fleury Michon, Herta
(Nestlé), Madrange, Sara Lee, etc. In Germany,
45 per cent of organic products are sold under
distributors’ brands (Jonas and Roosen, 2006).

Having been restricted for so long to the

mass consumption sector, distributors’ brands
are now part of the competitive environment
in all sectors: even the mass prestige products
store Sephora has undertaken a voluntary
policy of own-name products over the past
three years. Distributors’ brands are also
found in automobile equipment (the Norauto
tyre is the biggest seller in France), agricultural
cooperatives, pharmacy groups and so on. For
so long merely the cheapest products, they
have now become innovators which are quick
to offer consumers products that keep pace
with the latest trends in society (organic
farming, fair trade, exoticism, gourmet dishes
and so on), following in the footsteps of the
Monoprix and Sainsbury’s brands. In many
cases, these have become inseparable from the
store: thus Picard stores sell only the
distributor’s brand. Clients go to Picard and
buy Picard. The Body Shop, now part of the
I'Oréal family, sells only its own distributor’s
brand. Gap began life as an exclusive retailer
of Levi Strauss, stocking jeans in all sizes, but
changed its strategy when discount arrived in
the United States. Now Gap only sells... Gap,
an action that seems to have inspired
Decathlon. Other examples include Ikea,
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Habitat, Roche and Bobois, Crate & Barrel and
William Sonoma. Marks & Spencer’s has done
the same since its inception.

In the B2B sector, distributors’ brands and
low-cost products are also present: it is true
that Asian companies are competing to supply
them. Thus a Facom key for a mechanic costs
€10, but only €3 if made in Taiwan.
Bubbendorf, the famous blind maker, now has
the tubular motors for the electric automation
of its blinds manufactured in Asia. Until
recently, it installed automations by Somfy,
the market leader: now it is its main
competitor. In the office furnishings market,
Office Depot and Guilbert have based their
success on distributors’ brands: apart from the
so-called obligatory products (certain Pentel
products, Stabilo Boss, Post-It, Staedtler,
Dymo, Bic) they sell only the products of their
own brand. And is there not something para-
doxical about the way that the same big
companies that complain about the rise of
distributors’ brands, then buy the Niceday
brand from their Guilbert supplier instead of
buying major branded products? In short,
they are criticising consumers for doing what
they are themselves doing: managing their
spending.

Evolution of the distributor’s
brand

Academic studies have until recently failed to
pay sufficient attention to distributors’
brands. With the producer’s brand being
considered as the only point of reference,
distributors’ brands were thought of as ‘non-
brands’, attracting price-sensitive customers.
Moreover, the distributor’s brand has been
even less extensive in the United States than
in Europe. In fact, in the United States, with
the exception of Wal-Mart, no distributor
dominates: distribution is regional, and the
national brands still have power in the distri-
bution channel. This is why distributors’

brands have long been perceived in the
United States as low-cost, low-quality alterna-
tives, an assessment that failed to take the full
measure of the phenomenon.

It is revealing that the latest book published
in the United States about distributors’ brands
(Kumar and Steenkamp, 2007) chose ‘private
label’ and not ‘trade brands’ as its title: the
notion of ‘private label’ categorises the
distributor’s brand as a thing apart, and not
using the word ‘brand’ therefore fails to
account for the true reach of distributor’s
brands. They are indeed brands in the eyes of
consumers, who are now loyal to them, even
if, as will appear, they are not brands like the
others. However, this situation has recently
changed, as can be seen from a recent
interview with Russ Klein, the executive
director of 7-eleven, the store that invented
the convenience store concept some 79 years
ago, He attests, ‘Private label has changed to
the point where retailers are using it as the
premium brand in some cases’ (quoted in
Marketing Management, July-August 2006).
Tesco is an example of this.

At Tesco, the number one distributor in
Britain, a survey of the fruit juice aisle is
revealing: far from being a product, the
distributor’s brand is in reality a segmented
range, from the lowest possible price (Tesco
Value), priced at €0.33 per litre, to €1.84 for
the top of the range, under the label ‘Tesco
Finest’. Tropicana’s product, by the way, is
sold at €1.62 per litre.

In fact, distributors are well schooled in
distributors’ brands. They:

allocate the majority of their shelf space to
them, eliminating all weaker brands;

have segmented their portfolio of distrib-
utors’ brands in order to meet the different
expectations of their clients (a far cry from
the ‘Soviet’ own brand, signalling the
absence of choice) without forcing them to
identify with the shop name (Wal-Mart
named its men’s clothing range George);
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segment their range in order to cover not
only different price levels, from the
cheapest to the highest price on the entire
shelf, but also the emerging needs known
as ‘trends’ (such as Tesco Fair Trade, Tesco
Organic and Tesco Healthy Eating).

The distributor’s brand, managed with
strength and ambition, in this way contributes
to the store’s reputation. However, as we shall
discover below, the brand issue for the distrib-
utors has shifted: the question now is to turn
the store itself into the brand.

Throughout the world, the distributor’s
brand is often becoming the only true
competitor to the producer’s brand, when it is
not the shelf leader in volume. Too many
brand managers have not yet accepted this
reality: their brands are in a minority. Their
enemy is not the other ‘big’ brand, but the
distributor’s much cheaper products, with an
increasingly comparable quality level. To
make things worse, on hypermarket and
supermarket shelves we find the producer’s
brand, the distributor’s brand and now the
lowest-price products, 60 per cent cheaper.
This further heightens the urgency to act
(Quelch and Harding, 1996) and position the
major producer’s brand firmly and squarely
on its pillars of differentiation: innovation
and quality on the one side, and emotional
added value on the other.

Distributors’ brands occur in all countries,
from the richest and most developed to devel-
oping countries. In Eastern countries, low-
cost products and hard discount are growing
rapidly. However, the hard discounters were
also a bolt from the blue for mass distribution
in the highly developed countries of Western
Europe: their growth in France stabilised only
this year. And yet these are rich countries.

The distributor’s brand is thus not a
phenomenon linked to low income. In
Switzerland — which has one of the highest per
capita incomes in the world - the leading food
brand is Migros, well ahead of Nestlé. This is
hardly surprising, as Migros is a dominant

distributor: every village has its own Migros
store. Migros — without exception - sells only
Migros products. The citizens of Germany,
Europe’s most powerful country, enjoy their
luxury cars, but they buy most of their food
from the Aldi and Lidl hard discounters,
which also - almost without exception - sell
only exclusive private-label products. It is
hard to imagine that the Germans would buy
poor-quality goods. Loblaw’s, a Canadian
chain, has built its reputation on its
President’s Choice brand. The story is the
same at Carrefour, Albert Heijn in Holland
and Ika in Scandinavia.

Distributors now manage their brand port-
folios as part of an overall vision for the
category and for the store. They have to
choose their ‘brand mix’ for each category
segment, and make a decision with regard to
the type of brand to offer: producer’s or
distributor’s brand? The latter may offer either
ranges of economical products, a value-for-
money line (often in the distributor’s own
name) or own brands (private labels) offering
more flexibility in terms of positioning -
perhaps even genuinely premium posi-
tioning.

It is true that within the meaning of the
catch-all term ‘distributor’s brand’ there are
distinctions to be made between very
different realities. Two axes give structure to
all the distributor’s products or brands: the
level of value added, and the relation to the
store (see Figure 4.1).

In terms of added value, at the bottom of
the scale are the low-cost products, hastily
designed by mass-distribution multiple
retailers to counter the breakthrough of the
so-called ‘hard-discount’ German stores (Aldi
and Lidl) and their French counterpart (Ed).
These products are the result of a minimalist
conception of quality: low-cost sardines have
the legal right to be called sardines, but make
no pretence at anything more. Their low price
is obtained through the purchase of the
cheapest sardine lots in fish auctions the
world over. Low-cost gingerbread contains
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Figure 4.1 Relative positioning of the different distributors’ brands

not one gram of honey. This should not be
confused with the business model of the hard
discounters such as Aldi and Lidl, which
established precise quality specifications with
industrialists, aiming to obtain decent quality
despite the rock-bottom prices, via economies
of scale pushed to the extreme: the manufac-
turer recruited will produce only one
reference, in astronomical quantities. At the
other extreme of added value, we find
products such as Tesco Finest, for example
fresh fruit juices made less than three days
earlier and with a limited shelf life (without
preservatives) and Monoprix Gourmet,
which, as its name suggests, offers products
with high experiential value. In the United
States and Canada, the President’s Choice line
from Loblaw’s aims high in terms of quality, as
its name suggests.

In terms of nominal relationship to the
store, a distributor’s brand may either carry the
name of the store or its own name: one or the
other. Thus, at Carrefour, there are ‘Carrefour
products’, Tex (for textiles) and BlueSky. Of
course, intermediate situations do exist, where
the store endorses its own products: all
Auchan products aimed at children are signed
Rik et Rok, but the Auchan logo is clearly visible
on the front of the packaging.

We thus arrive at the matrix shown in
Figure 4.1. The store does not impose its name

directly:

when its insufficient reputation is a
handicap for product sales;

when the badge function of the
consumption does not fit the presence of a
generalist distributor (for example wine or
textiles);

when the level of added value of the
products is too low and could reflect nega-
tively on the store: for example, at
Carrefour low-cost products are labelled
No. 1 or Eco, without any mention of
Carrefour.

Why do Leclerc hypermarkets have no store
brand with their name? I organised a seminar
on this theme with the managers of this group,
and it appears that this has to do with the
company’s culture and its historical legacy.
Leclerc was conceived and grew up as a
discounter of major brands. Signing its
products Leclerc would not fit with this vision
of the company’s raison d’étre. Nevertheless,
customers have clearly realised that Marque
Repére (Marker Brand) is Leclerc’s distributor’s
brand. In this regard it is interesting to note
that this brand is itself named ‘brand’, and uses
at its second name the ontological function of
any brand: to serve as a reference marker.
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Other terms are used to denote the forms of
distributors’ brands:

The own brand or private label is a
distributor’s brand that has its own name
and does not generally refer to the
company'’s name (for example Miss Helen
for cosmetics at Monoprix, or Jodhpur for
textiles at Galeries Lafayette).

The counter brand: this word designates
a distributor’s brand, generally a private
label, created to divert clientele from a
particular big brand, by slavishly imitating
all its distinctive traits in order to play on
client confusion and the psychological
principle according to which everything
that looks very much alike is in fact very
similar. Thus each company creates its
counter brand to Ricoré — Calicoré, Incoré,
etc — with packaging similar in all respects,
placed just next to the national brand on
the shelf.

The positioning brand: these are ranges
that, far from being content with offering
the best quality/price ratio, position them-
selves on trends or in the premium
segment. Take for example the Monoprix
brands, such as Monoprix Bio (organic),
Monoprix Equitable (fair trade), Monoprix
Gourmet.

Certain stores use their name in all segments:
Figure 4.1 shows how the highly respected
British company uses its name Tesco both for
low-cost products (Tesco Value) and for the
top of the range (Finest) and niches and
trends (Tesco Healthy Eating). Capitalising on
a single name makes the customer’s job easier,
and profits the store, but of course means that
high standards must be achieved in all
segments, even at low prices. French stores
prefer not to run the risk to their reputation,
and do not use their name on the cheapest
products.

Are they brands like the others?

The big brands have long regarded distrib-
utors’ brands with condescension, and would
deny their new type of products the sacred
title of ‘brands’. That would call their historic
hegemony into question, a kind of Iése-
majesté: until now, the big brands have led the
field and dominated it. For them, stores were
distributors, a revealing term, since it refers
more to logistics and transport than to a
talent for composing an overall offer, for
stage-managing the shelves, for business
through optimisation of the upstream and
downstream. This is why, moreover, stores
insist on being called retailers. The rise of the
distributor’s own brand (DOB) is all the harder
to accept since it signifies the end of a
particular type of marketing (see page 139): it
therefore leads to questions that go far beyond
the problems of gaining market share, of
which companies have not yet taken the full
measure.

In order to answer the question of the exact
nature of the distributor’s brand, we can
examine either their management, or their
status among buyers.

Is the distributor’s brand managed
like a manufacturer’s brand?

From a managerial point of view, distributors’
brands are, broadly speaking, brands like any
other. They have all the features of a brand
(thinking of a particular target, selecting a
principal competitor whose clients they will
attempt to steal, defining an offer and a price,
setting themselves up with packaging and
communication) but in addition they have to
respond to two different constraints simulta-
neously. They have to find their place in the
distributor’s marketing mix, in which they
now represent a key component of identity,
differentiation and loyalty generation
(although the effect on customers’ loyalty to
the store has not yet been proven: see
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Corstjens and Lal, 2000). And they generally
use price as the driving force behind their own
marketing mix, even when, exceptionally,
they are positioned in a premium segment.

For this reason, management of these
brands does not have the same autonomy as a
producer’s brand. Their image positioning is
based on that of the company. As for their
price positioning, it is generally relative, set
between the two client benchmarks of the big
brand prices and hard-discount product
prices.

In formal terms, the distributor’s brand
often takes on the form of the umbrella brand:
Carrefour products, or Auchan or Tesco
products. Admittedly, there are also private
labels that make no reference to the store but
present themselves as isolated, thematic
brands. The hypermarket chain Intermarché
has its own boats and factories: it sells seafood
under the Captain Cook brand, and its
processed meats under the name Monique
Ranoux. Carrefour sells a range of over 100
regional products under the brand Reflets de
France (Reflections of France).

To concentrate on the store brand, also
known as the banner, since it capitalises on
the reputation of the store’s name to define a
tangible offer at the product level, it typically
covers a large number of products, or even
shelves: through its extension, it brings a
service of practicality to the customer, who
can find it by passing from shelf to shelf. It
functions like a common factor, a decisional
marker across the store.

The manufacturer’s brand, on the other
hand, signifies competence: its extension is
therefore necessarily more limited (see
Chapter 13). Fleury Michon, the French
specialist in processed meat and fresh deli-
catessen products, would not dream of selling
jam. The maker’s mark has a trade, an
expertise, and a savoir-faire that underpin its
progress, materialised through innovations.

This does not mean that a distributor’s
brand may serve as an umbrella for anything
and everything. We shall see (in Chapter 13)

that this should be carried out based on a
category that creates reputation (the
prototype) first and foremost for those
products that are considered to be close to
each other, because they are either comple-
mentary or substitutable. Bringing everything
together under the umbrella of a name is not
an end in itself: the brand is there not to save
money, but to create value for customers.
From this point of view, it is revealing that the
big supermarkets develop a portfolio of
umbrella brands, in order to cover the whole
scope of their offer while also seeking the level
and type of client involvement (Kapferer and
Laurent, 1988). At Monoprix Miss Helen is the
feminine beauty and hygiene brand, just as at
Wal-Mart George is the male clothing brand.
In contrast, Monoprix aims to associate its
name with emerging consumer trends:
organic, sustainable development, gourmet,
openness to the world, healthy eating, etc in
the form of ‘line brands’, as does Tesco
(healthy choice, organic, sustainable devel-
opment etc).

This cross-cutting status of the distributor’s
brand explains the difficulty of managing the
store brand entirely like a brand. In fact, there
is no brand without positioning: thus at
Carrefour First Line was the brand of the most
recent progress in television, hi-fi, white
goods and computing, at the cheapest price.
Among the big distributors, it is still often the
purchasers and not the marketers who have
the power. The former, and this is their key
strength, react by seizing opportunities (an
exceptional lot of goods here, filling a gap in
the range there), and by optimising the
difference between the purchase and the sales
price.

The marketing viewpoint is to install the
necessary brand coherence, which goes far
beyond the logo, in all the aisles. The brand
must not depart from its positioning, its
platform (same price range, same level of tech-
nology, etc). These two points of view are on a
collision course. Often the store brand is asked
to put its name to products that are not
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entirely in line with its positioning in order to
avoid having to create an individual marque
for them. Moreover, the distributor’s brand is
subject to the vagaries of sourcing. To return
to First Line, this brand never took off, since
easy as it is to imitate the top-of-the-range
Bonne Maman jam, it is difficult to offer high-
definition plasma screens at low prices. There
are simply no suppliers in the high-tech
market to deliver such products. This is why at
the end of 2005 Carrefour decided to put an
end to First Line, and retained only its lowest-
price brand, BlueSky.

It is impossible to talk about brands without
touching on the question of innovation. In
fact, the function of the national brand, the
big brand, is to supply progress through inno-
vation, change, fashion, design and so on.
This requires marketing expertise — long-term
thinking on the expressed, or latent and
unconscious, expectations of future clients.
They also have the expertise of the major
industrialists. Thus in 2006, Fleury Michon, in
accordance with its brand charter, launched
hams without preservatives, since these are
the future, even if today’s customer is not
aware of it. To be a brand is to be a leader, to
look far into the client’s future. Eliminating
the chemical preservatives implies replacing
them with natural preservatives: it took three
years of R&D to find bouillons to carry out the
same preservative function. Some years previ-
ously, during the mad cow crisis, Fleury
Michon was able to innovate in offering ham
steaks. It is also the brand of turkey ham, and
other unusual products.

Does the distributor’s brand also innovate?
No, since it does not have the means to do
so. Its business model assumes light
marketing — in order to reduce the costs
linked to the dozens of product heads -and
the fact that it follows quickly in the wake of
what is already working, that is the innova-
tions of the successful manufacturers, by
copying them to within a few details. In fact,
the product specifications of subcontractors
tasked with manufacturing a distributor’s

brand product are up to 80 per cent defined
by the characteristics of the successful
product to be imitated. If Henkel invents
tablets to replace washing powder, the DOB
must then manufacture identical tablets.
According to the stores, the remaining 20 per
cent of the specifications will be a way of
providing differentiation linked to the store’s
own values. However, in order to be able to
appear quickly on the shelves with an iden-
tical offer at a 30 per cent lower price, it is
necessary to economise on marketing and
R&D: the distributor’s brand business model
is that of copying, of imitation taken to the
maximum.

A common riposte is that distributors’
brands were the first to introduce such and
such an innovation in terms of packaging: for
example, turning shampoo bottles upside
down, in accordance with their actual
position in the bathroom. However, the distri-
bution brand, by the very construction of its
economic model, does not seek to innovate:
its price is obtained through turning the
efforts and investments of the manufacturer’s
brand to its advantage, profiting from its
strong position in the relationship, which
means that the manufacturer needs the store
far more than the store needs the manufac-
turer. Upon the launch of new food, hygiene
and maintenance products, the mass distri-
bution stores today request immediate access
to the same innovation for their own brand.

The examples most often given to prove
that distributor’s brands can innovate are
Reflets de France and Escapades Gourmandes
(Gourmet Escapades). We know that this revo-
lutionary concept consists of revitalising the
production of 100 regional recipes, having
them produced by SMEs in these regions, and
bringing them together under the same
brand, sold in all the Carrefour Group’s stores.
From this point of view, Reflets de France is a
true brand: an innovative concept, a target, a
price positioning maintained for all products,
a strong graphic identity, a high level of taste
quality and an imaginary quality (nostalgia).
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This example shows that, when the
distributor behaves like a true brand, it opts
for own brands, or becomes the store of the
brand and not the brand of the store. For
example, Gap, which was the exclusive seller
of Levi’s, began to introduce its DOB, and
progressively ceased to sell anything but its
own store brand products. However, it was
then necessary to clearly define a brand
concept, the store becoming the place where
the brand was expressed and experienced.
Gap defined the concept as anti-fashion.
Decathlon does the same. It is symptomatic
that in order to accentuate its status as a
designer/manufacturer with its own stores,
Decathlon gave up its store brand (there are
no longer any Decathlon products) in order to
organise everything under what it called
‘passion’ brands: that is, a portfolio of private
labels. We present below this interesting case
of a distributor becoming a designer.

Consumer relationships with
distributors’ brands

Let us now look at the question (are
distributor’s brands truly brands?) from the
angle of the consumers themselves. For
consumers in mature countries, distributors’
brands are perceived as genuine brands, with
their attributes of awareness and image always
combined with an attractive price.

When asked the classic awareness question
(“‘What are the yoghurt or bicycle brands that
you know, even if only by name?’), consumers
name Asda or Decathlon. When asked if they
intend to buy them (general client opinion) or
buy them again (behavioural loyalty), the
scores are just as high. It is no accident that on
the majority of mass-consumption shelves,
lowest-price products and distributors’ brands
hold the dominant market share. Over time,
some distributors’ brands are able to achieve
the typical brand effect, as shown by Table
4.1, which looks at the United Kingdom, for
many years a leader in this field. According to
the Brandz study, the consumer’s proximity to

the brand moves from a feeling of presence
(awareness, recognition) to a feeling of rele-
vance (it's for me) to the perception of
performance and a clear advantage, and ulti-
mately to a genuine affective attachment. It is
interesting to note that two distributors’
brands have made it into the top 10 of English
brands studied by Brandz: Marks & Spencer
and Boots.

We might say, of course, that there is an
affective transfer from the store to its
products, a halo effect. Boots and Marks &
Spencer are highly respected and historic
stores in the United Kingdom, having created
a relationship of reciprocal trust and esteem
with their clientele over time. However, this
halo effect is precisely the lever on which the
distributor’s brand is counting.

Table 4.1 Brand attachment: the 10 winning

brands
1. Gillette 57 7. Nescafé 39
2. BT 56 8. Heinz 39
3. Pampers 53 9. Kellogg’s 39
4. Marks & Spencer 42 10. Boots 37
5. McDonald’s 42 11. Colgate 32
6. BBC 40 12. Royal Mail 32

Source: Brandz (UK).

Research carried out by one of our HEC
doctoral students on the sources of
engagement with the brand, depending on
whether it is a producer’s or a distributor’s
brand, throws brand-new and unprecedented
light on the matter. C Terrasse (Terrasse and
Kapferer, 2006) worked on four product cate-
gories, in order to compare engagement with
the Carrefour brand with that for the big
brand in the same category. Engagement with
the brand means more than repeat purchase.
Panel data has long shown that distributor
products obtain repeat purchase rates (behav-
ioural loyalty) as high as those of the big
brands, or even higher. The same is true for
engagement: the declared levels of
engagement are high in both cases, for both
DOBs and national brands.



FROM PRIVATE LABELS TO STORE BRANDS 73

Engagement - personal involvement with
the brand - measures a strong relationship
with the brand, meaning that if the brand
were not there, the client would prefer to wait
than buy an alternative. For the consumer,
there is no substitutability. The reverse is indif-
ference, or sensitivity to the slightest rise in
price. This engagement comes from two
sources. The first is attachment, measured here
as a strong perception of proximity (the
customer feels a closeness with the brand), and
the second, satisfaction linked to a perception
of difference in product performance.

As Table 4.2 demonstrates, what
engagement with the store brand does is
essentially to create closeness with the store.
The reverse is true for the manufacturer’s
brand: their ‘fans’ are fans because of a strong
experience of the product’s superiority.

C Terrasse’s doctoral thesis also examines
the consequences of engagement with the
brand. In theory, the more people are engaged
with the producer’s or distributor’s brand, the
less they will seek variety when shopping in
this aisle, and the less sensitive they will be to
the price. This is exactly what happens with the
big brand: repeat purchase of the identical
product results directly from the client’s
engagement with the brand and its reductive
effect on two key factors of disloyalty (enjoying
variety and being sensitive to price). For the
store brand, engagement with Carrefour
certainly influences the repeat purchase, and
certainly diminishes the appeal of variety, but
does not make the client insensitive to the
price. This means that the repeat purchase of
the distributor’s brand is always contingent on
the price: it is highly conditional. These shelves
are now seeing the advent of lowest-price
products. The repeat purchase rate of the

distributor’s brand, although high, is essen-
tially false loyalty (Kapferer and Laurent, 1996):
the customer is always sensitive to the price,
and keeps an eye on price differences on the
shelf. It is not an absolute brand.

Nevertheless there is an interesting difference
in the way a distributor’s brand works,
compared with the manufacturer’s brand. As C
Levy’s research (in Levy and Kapferer, 1996) on
the impact of distributors’ brand trials on atti-
tudes showed, the satisfaction created by a
distributor’s brand increases the credibility of all
the distributors’ brands, at least in terms of
attitude. If a customer tastes Carrefour
chocolate biscuits, which compete with the
segment leader Pepito, and finds them to be
excellent, it increases the possibility that they
will also buy Tesco chocolate biscuits.

This is why distributors’ brands have ditfi-
culty creating loyalty to the store, as is often
observed in studies: admittedly they create
repeat purchasers within the store, but they
do not appear to offer discriminating reasons,
or even overriding reasons for visiting one
store over another. Nor does an examination
of the reasons for purchase in people on the
border of the two ‘regular customer’ zones
find them appearing as the number one
criterion. The distributor’s brand therefore
plays less of a role in differentiating itself from
the competition than the manufacturer’s
brand, which works only for itself. These
results have been shown again in very recent
analyses (Szymanowski, 2007).

This does not mean that all distributors’
brands are perceived to be equal: the image of
the store (quality, cleanliness, popular or
elitist character, and so on) reflects on every-
thing that bears its name, therefore firstly on
the distributor’s brand.

Table 4.2 Determinants of attachment to distributors’ and producers’ brands

Satisfaction linked to perceived product superiority

Attachment, perceived proximity with the brand or store

Source: C Terrasse/J-N Kapferer, 2006 (correlation coefficients)

Carrefour brand Big brand
0.161 0.539
0.601 0.236
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Why have distributors’ brands?

In 2006, at the world’s number one distributor
Wal-Mart, out of a turnover of US$285 billion,
40 per cent was made from distributor’s
brands. This percentage is 60 per cent at Tesco,
the fourth-largest distributor in the world, 35
per cent at Metro, but 90 per cent at Aldi, the
king of the hard discounters. In the field of
sports products, it is 51 per cent at Decathlon.
Why do distributors come to set up their own
brands, to the point that — like Gap or Picard —
they eventually sell nothing else?

For an answer to this question, we should
not look to the consumer, who is only too
happy to have finally found a cheaper
product. In reality, the true economic motor
of the unstoppable growth of distributors’
brands lies with the industry: the distributors
and producers themselves.

In the mass consumption sector, the early
distributors’ brands are almost always born of
a conflict between the distributor and the
producer. Dissatisfied with the poor
treatment it receives, the distributor has its
goods produced elsewhere, in order to plug a
gap, and sells them either under its own
name or under a private label. The atmos-
phere of conflict persists, particularly since —
in Europe for example - brands now typically
depend on a very small number of distributor
clients (four) for 60 per cent of their sales.
Procter & Gamble makes 16 per cent of its
worldwide turnover (US$51 billion) from a
single client: Wal-Mart. In some sections the
concentration is even higher: Decathlon
accounts for more than 10 per cent of Nike’s
sales in Europe. Furthermore, these distrib-
utors’ brands parallel the worldwide devel-
opment of distributors, leading them to
match the expectations of quality products at
lower prices that are prevalent in emerging
countries (Brazil, Eastern Europe, Russia,
India and so on).

Consumers are selective. They decide in
which categories they are the most tempted to
buy distributors’ brands: those in which they

have a low degree of involvement (Kapferer
and Laurent, 1995). Remember that brands
exist wherever customers perceive a high risk
in purchasing. Conversely, where they see no
risk, they are tempted by the distributor’s
brand, particularly if they consider that
distributor to have a good reputation and an
image of quality. For example, the butter
category is now dominated by distributors’
brands. Three-quarters of all the processed
meat sold in self-service stores in France is
low-cost or distributors’ brand products, but
the same is not true of new food products,
such as low-fat butters and unsalted hams,
which suggests product development is a
source of concern, and consumers need the
reassurance of a well-known brand name. In
all cases where the consumer expects superior
performance (cosmetics, for example), the
producer’s brand carries the day. The same is
true wherever the product has assumed the
status of a symbol or ‘badge’: again, the
distributor’s brand fails to make an
impression, except where it has become itself
a declaration of self (the Gap is the anti-
fashion).

Now, emboldened by satisfactory past expe-
riences, consumers are taking the plunge:
there are distributors’ brands for PCs, €120
bicycles, hi-fis and domestic appliances.
Consumers may want a Sony or Samsung tele-
vision for their living room, but in the kitchen
or in a child’s bedroom they are less involved:
they may be tempted by a BlueSky
(Carrefour’s low-cost hi-fi brand). The same is
true for home computing. Dell is a product
assembler, and sells under its distributor’s
brand. However, its products are guaranteed
‘Intel inside’.

In reality, the distributor’s brand is based on
supply, not demand. Whenever distribution is
concentrated, and the size of the domestic
market makes it economically possible, there
is no other way of increasing return on
investment (ROI), as we shall analyse below.
On the one hand, in the previously inde-
pendent retail sector, as trade concentration
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progresses, the first step is to buy in bulk to
reduce purchasing costs. Next, a collective
commercial store name is applied (for
example Bureau +, Qualipage). But if there is
to be a collective name, there must also be a
collective range: this forms the heart of the
store’s product range. The last step is a logical
one; the distributor’s brand - which only
represents a small part of the offer to begin
with — can only grow. It is an integrating
factor.

Bear in mind that growth in distribution is
achieved over time, through the elimination
of competing channels or forms of commerce,
followed by the competitors themselves. In
this way, in Europe, small traders have
vanished altogether in many categories,
having been swamped by the supermarkets
and the hard discounters; this was how the
distributors first started to grow. Having
reached the end of this path, distributors have
turned to the international market and cost
reductions: hence the fashion for cost-cutting
techniques such as efficient consumer
response (ECR) mode and trade marketing.
The final stage is the distributor’s brand as a
means of improving ROI.

Finally, we should not forget what the
major distributors sometimes call upstream
marketing. The distributor’s brand makes it
possible for large stores to present themselves
as objective allies of local and regional SMEs
against the multinationals, since it is the SMEs
that manufacture the distributors’ brands.

Everyone knows that mass distribution does
not always have a good image. The crushing
of small businesses has contributed in large
measure to the desertion of town centres, and
of complete suburban zones: society as a
whole is paying a steep price for this. In their
eagerness to position themselves as the
cheapest, the major players in distribution
and their massive bulk buying have launched
themselves on the world like hunting dogs,
driven by a single idea: to always find it
cheaper and import it as quickly as possible.
This quest — with the approval of consumers

only too happy to save money in the short
term - has led to the downfall of companies,
entire sectors and towns, leaving thousands of
workers unemployed. This social cost has
passed largely unnoticed. The salaries in mass
distribution are among the lowest in the
country: the store owners are rich, but the
prospects for salary increases for a cashier over
10 years are minimal, a situation dictated by
the price war.

What has society gained from this frenetic
competition between the major distributors?
Conscious of the collateral damage for society,
mass distributors make use of two levers to
give themselves a clear conscience. Either, like
Carrefour, they flatter national pride, since
the company has exported itself worldwide
(although this does not create more jobs in
France), or like Leclerc, they present them-
selves as the defender of SMEs, the majority
suppliers of distributors’ brand products.
Having been crushed by the multinationals,
SMEs will be saved by mass distribution. We
know that this is provisional, since this pref-
erence for SMEs derives from the refusal of the
major industrial groups to produce DOBs.
Where they do so, there are no SMEs. Now the
question for all boards of directors of the
major industrial groups is: why leave this
market to the SMEs?

The financial equation of the
distributor’s brand

In a competitive market, the distributor’s
brand is a logical stage in the growth of a
distributor. It satisfies the need to maintain
ROI once all other approaches have been
exhausted. Alternatively, it may have been the
key differentiating component from the
outset (as in the case of Ikea, Starbucks, Body
Shop and so on).

Let us look again at the principle of RO], in
order to understand why the distributor’s
brand is an advisable step at a certain stage in
a distributor’s growth.



76 WHY IS BRANDING SO STRATEGIC?

Net margin = Gross margin — Costs

Stock rotation = Sales per square metre/
Investment per square
metre

ROI = Net margin x Stock rotation

What does a distributor do when it wants to
increase ROI from 20 per cent to 22 per cent
(an increase of 10 per cent of the current ROI)?
Suppose that this is a major distributor with a
net margin of 2 per cent and a stock rotation
of 10 per cent. Two possible options are
available: either to increase sales by 10 per
cent per square metre (giving a rotation of 11),
or to increase net margin from 2 per cent to
2.2 per cent through selling private labels and
demanding even more price concessions from
brand producers, or a share of the profits from
their advertising/promotional campaigns
(which ultimately amounts to the same
thing).

This second option - increasing the net
margin — is a much easier way of increasing
ROI: everyone knows how hard it is in a
mature market to increase turnover per square
metre. This is why all distributors are
choosing, or will choose, the distributor’s
brand if they wish to make optimal profits. In
fact, the first lever for improving ROI arises
from the fact that the margin on DOBs is
better than that on national brands (Ailawadi
and Harlam, 2004).

The second reason for introducing a
distributor’s brand relates to the increase in
negotiating power with the manufacturer. Not
only does the distributor improve its margins
on the DOB, it also receives better margins
from makers of national brands, who wish to
persuade it not to go further.

A third effect on distributor profitability
induced by the introduction of DOBs relates
to the increase in the number of innovations
launched by the maker. Distributors receive
listing fees on these products. Moreover, they
are rarely low-price innovations (Pauwels and
Srinivasan, 2004).

Finally, distributors hope that their distrib-
utors’ brands will contribute to increasing
loyalty to the store itself. In theory, these are
products that can only be found there.
Research carried out at HEC (by the author in
1998) demonstrates that this effect has not yet
been proven. Among the reasons for loyalty to
a store, the distributor’s brand is almost never
cited, except for stores that have developed
distributors’ brands with strong added value
(Monoprix, Tesco) and have acquired a repu-
tation of their own.

Why will distributor’s brands increase
still further in future?

Other parameters also explain why those
distributors with distributors’ brands will
promote them still further: the hard-discount
circuit. This form of commerce, based on a
low-cost type of business model, saw
remarkable growth between 1995 and 2006,
offering prices 30 per cent lower than those of
distributors’ brands, close to home, with a
new store opening every day in the town or
shopping centre. It appears that the turnover
per square metre of this form of distribution is
now falling, or has at least stabilised since
2006: this is due to the lowest-price products
that the bigger stores have had to learn to
introduce onto their aisles en masse, in order
to keep clients in the store. Now their unitary
margin is lower.

In France, this has been compensated for by
the goldmine of the Galland law: the
backroom (deferred) margin of major brand
products could not be passed on to the client —
only the volume markdowns. This suppressed
price wars among the brands, and even made
it easier for prices to go up. This backroom
margin, repaying the services of distribution,
could amount to 40 per cent of the price
charged.

Since 2006, a new circular has suppressed
these negative effects of the Galland law: the
distributor may reinject what it gained in
backroom margin (above a 20 per cent
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threshold) in order to bring down retail prices.
Since stores can no longer protect these
margins, it is up to the DOB to protect them.
That haven of non-comparability, the
distributor’s brand, is the only remaining path
to recovering financial health. This is why the
number of DOB references can only increase
on all shelves.

How far can the distributor’s brand
go?

What is the optimum distributor’s brand for a
store? What fraction of sales, of the aisle, and
of the shelf should it represent? The answer
depends largely on the store’s strategy —itself a
function of the competitive situation and the
margin provided by the producers of branded
articles, in comparison with that offered by
the distributor’s brand.

Take Decathlon, for example. This store
began, like many others, as a simple
distributor of brands. Over time, the store’s
mission (to allow access to the pleasure of
sport for the maximum number of people)
proved easier to carry out through a greater
control over product design and production
planning, even purchasing the raw materials,
although production is still subcontracted.
Little by little, the Decathlon brand took
control of aisles where brands were weak.
However, it is forced to cohabit with well-
known brands in sections such as running,
tennis, skiing, and golf. Having become aware
that a single, uniform brand harmed the desir-
ability of the store itself and therefore the
number of visitors, Decathlon abandoned its
single brand in 1998 and exchanged it for a
portfolio of passion brands. Today these
brands represent more than 50 per cent of
turnover. The store’s deep desire is to become
a major producer of sports brands, and
therefore to always push its specialised brands
through sport. Decathlon still needs major
brands in certain sections, but less so in
others. If its brands become genuine brands, it
will have reached its objectives, following the

example of Gap, which passed from the status
of a simple store to that of a store brand and
finally to that of a pure brand with its own
stores. This change was itself the consequence
of an evaluation of the future profitability of
the textile market for a brand distributor, at
the moment of the opening of discount textile
stores in the United States.

The part devolved to DOBs is therefore not
the result of an optimisation, but the fruit of a
voluntary strategy. Research has nevertheless
analysed the impact of the increase in the
DOBs’ share of the offer on the frequency
(measured as the average number of purchases
per week in relation to the number of refer-
ences offered) (Ilec, April 2006). For a small
supermarket, the frequentation index is
continually decreasing: it is 140 when the
DOB offer is situated between 8 and 18 per
cent of the overall offer, and 79 per cent when
it reaches the segment between 47 per cent
and 57 per cent of the offer. For a large super-
market, the same is true. For a small hyper-
market (under 6,000 square metres), the
frequentation index also falls as the share of
DOBs increases, but over 20 per cent of DOBs,
the frequentation index rises once more: it
increases from 87 per cent to 99 per cent for a
DOB offer rate of 22 to 29 per cent. For large
hypermarkets, the frequentation index rises
with the DOB range! The best frequentation
(index 125) is found with an average DOB rate
of 19 per cent, then the frequentation index
falls again for any increment in the presence
of DOBs.

The three stages of the
distributor’s brand

Once the decision has been taken, there are
three stages in the business growth of distrib-
utors’ brands: oblative, imitative and identity.

The first stage is known as reactive or
oblative: historically, it results from the refusal
of sale by the major industrialists. This is how
many own-brand products are born. However,
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it is also strengthened through identifying
gaps in the ranges of the major producers. A
category management approach quickly iden-
tifies those segments where something should
be offered to the client, but where the major
brands have nothing to offer, since it is not
their strategy. These gaps need to be filled.

The second stage is imitative: here, the
distributor examines its competitors’
distributor’s brand ranges, and sets about
imitating them, producing the same products
typically supplied by its other competition. By
means of this emulative method, the
distributor’s brand core offer is constructed,
created from all the references common to all
the distributors’ brands. We should add that
this is also typically a phase during which the
distributor, for lack of investment in its own
distributor’s brand identity, chooses to
imitate, trait for trait, the packaging of the
brand products that it is targeting (generally
the category leader). The objective of this
copycat approach is clear: a deliberate intent
to take market share from the big brands by
allocating more space to one’s own
distributor’s brand, a similar copy, and to
increase the average price of the big brands in
order to attract clients to the distributor’s
brand (Pauwels and Srinivasan, 2002).

This imitative or ‘copycat’ approach borders
on trademark infringement, and sometimes
gives rise to court cases by the outraged and
wronged producers, complaining of either an
infringement of their brand rights, or unfair
competition (see page 270), or economic para-
sitism. A visit to the aisles of mass distribution
is enough to note the striking similarity
between the copy and the brand packaging. In
most cases, however, disputes — arising from
the overzealousness of the designers — are
resolved amicably. Furthermore, the
distributor takes refuge in the fact that the
issue is not brand codes, but rather category
codes. The real aim of this approach (the
imitation of the essential attributes of
branded product packaging), which domi-
nates mass distribution, is to cause confusion,

profiting from the average attention span of
the shopper in the aisle. Through lack of
attention, the consumer may take the
distributor’s brand instead of the major brand
product.

The InVivo company has actually calcu-
lated that, for mass consumption products, in
hypermarkets, consumers spend 7 seconds on
each purchase: speed matters to them. When
there is intentionally strong resemblance
between the packaging, a hurried buyer with
an average attention span can be confused.

Our research into the imitation of brand
packaging (trade dress) by distributor’s brands
(Kapferer, 1997; Kapferer and Thoenig, 1992)
has shown that the unconscious recognition
factors in the aisle were, in decreasing order of
importance:

1. Colour.

2. Packaging shape.

3. Key designs.

4. Name, typography and so on.

This is exactly what distributors’ brand
products copy: Ricoré’s packaging is yellow,
and so Calicoré’s. There is an image of a small
Mexican on Pepito, the leader in biscuits for
children. There is a very similar character on
Rik and Rok, Auchan'’s children’s brand, and so
on.

As our results (shown in Table 4.3) demon-
strate, where the private label copy/original
product pairs are placed in decreasing order of
resemblance, the stronger the perceived
resemblance in trade dress, the more the
consumer infers that the producer of the two
products is one and the same — and the more
confidence the copy inspires.

Another study has shown that the discovery
of a quality distributor’s brand created a less
positive attitude towards to the leading brand.
J Zaichowsky and R Simpson (1996)
conducted consumer trials with Lora Cola, a
distributor’s brand imitating the appearance
of Coca-Cola cans. The taste of the product



FROM PRIVATE LABELS TO STORE BRANDS 79

Table 4.3 How copycat resemblance influences consumers’ perceptions

They are made by the same

manufacturer (%)

I trust the private label (%)

Rank of packaging resemblance Definitely Probably  Total Yes
1 Panzani/Padori (pastas) 39 41 80 78
2 Martini/Fortini (spirits) 30 31 61 56
3 Amora/Mama (ketchup) 21 46 67 62
4 Ricore/Incore (coffee) 16 17 33 38

Source: Kapferer (1995a)

was manipulated in such a way that one
section of consumers would find it very good,
while others would find it bad. Among the
latter group, the Coca-Cola evaluation,
measured twice (before and after trying Lora
Cola) did not change (5.41 versus 5.71).
However, it did fall significantly in the case
where the consumers liked the taste of the
copy (falling from 5.67 to 5.22, or a drop of
-0.45).

The third stage is the identity stage: the
distributor’s brand is used to capture market
share from competitors. It becomes a genuine
instrument of strategic differentiation,
expressing the identity, values and posi-
tioning of the store itself. It should generate
loyalty not just to itself (through its effect on
the share of requirements), but also — more
challengingly — to the store.

During this stage, the brand’s power and
management is no longer in the hands of the
purchaser alone. The purchaser strives for an
optimal mix of purchase and resale condi-
tions. Making the brand into an instrument
for shaping identity and positioning presup-
poses genuine marketing strategy, and also
the construction of a range that reflects the
brand’s ability to communicate the
distributor’s own values and identity. Here,
the trick is to effect the shift from purchase
driven by confusion to one driven by pref-
erence.

In this situation, the distributor’s brand
holds key positioning importance, since its
content and products express the values of the

(distributor’s) store. To this end, it offers one
or more components of added value, based on
the ingredients, packaging, traceability,
concept and so on.

This is generally the point at which brands
appear for which the main sales argument is
no longer price, but the concept itself. It is
true that often they have no equivalent
among the branded producers, for a simple
reason: these are specialised by category,
product or trade. For example, what producer
could construct an umbrella brand around the
concept of ‘Pleasures of yesterday’, bringing
together more than a hundred of the best
products from every region of the country,
along with rediscovered recipes and method
of manufacture? Nestlé would be incapable of
doing this, as it does not produce oils, jams,
biscuits and the like. The same is true of
Unilever, Philip Morris and Danone.
Carrefour, however, can: all it needs to do is
promote the concept among small regional
companies in each country where it operates.

The case of Decathlon

Few stores reveal as much about modern
distribution as Decathlon and the key role
that its own brands play in its growth. In a
recent article, Anglo-Saxon academic research
notes that the share of shelf space given
over to distributor’s brands among US distrib-
utors is less than among European distributors
(Corstjens et al, 2006). The US distributors
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allocate shelf space according to a simple
short-term profit equation. It is true that in
the United States distributors’ brands have a
poor reputation, and are all considered ‘sub-
brands’. They do not allow for positioning of
the store or the loyalty generation through
attachment to the store. The situation is
different in Europe and Canada, where, very
early in their brand history, distributor’s
brands had a combative vocation: fighting
not to launch a price war, but to offer the
consumer genuine value. Just think of Migros,
the dominant chain in Switzerland, which
does not sell products by Nestlé, the world’s
leading food company with its headquarters
in Switzerland, but rather Migros products. In
this case, the long-term strategic dimension
takes precedence in decisions on shelf space
allocation: this is the best way to get
consumers to try the product, and therefore to
begin a cycle of loyalty generation.

In our view, the main difference between
the approaches of the distributors themselves
in the United States and in Europe is that, in
the United States, it is a question of selling the
store’s brand alongside the big brands,
whereas in Europe it is a question of making it
the store of the brand, with a few other brands
alongside it. Decathlon has now become a
designer of brands that controls its own distri-
bution. This is what differentiates it from the
sports section of Wal-Mart or Sports
Unlimited. Even its lowest-price products are
labelled as ‘best-price technical’ products, to
remind us that the ethics of sport forbid sacri-
ficing everything for money: there is a
threshold below which a football is no longer
a genuine football in terms of quality and
security. Others might sell it anyway, in order
to maintain the image of always having the
lowest price, but not Decathlon.

This process, which transformed the store
into a brand, may also be illustrated by Gap.
The Decathlon ideal is the same as Gap’s — to
reduce its main manufacturer brand (in this
case, Nike) to 10 per cent of sales in the
running department. This is already the case

in the camping department: all the rucksacks,
sleeping bags, and tents are private label
products. In order to succeed, Decathlon
needs to do much more than buy and sell: it
needs to innovate, design, establish its own
production plans, and choose its own
partners. This is why Decathlon is now the
world’s fifth largest producer of sports goods.
Its business model is the integration of
design/production/distribution.

Decathlon began life 30 years ago as a
simple discount store. It sold all branded
products, and only branded products, in all
sports. Today, more than 55 per cent of its
turnover is made on store brands, although,
in accordance with its company culture,
Decathlon never speaks of store brands, only
of passion brands. The word ‘passion’ here is
not a slogan, but a true understanding of the
brand in sport. The sports brand is built first
internally; it is a true culture. Then it is
carried outward by those who are passionate
about it.

Moreover, few stores take their own brands
as seriously as Decathlon does. Decathlon
shows how the organisation must be able to
adapt to the brand, rather than the reverse.
Finally, Decathlon enacts its brand policy
worldwide, which is all the more challenging
since Decathlon dominates its original
market, France, by some distance, but is only
just making its debut in China, where its
products are produced, and has pulled out of
the United States. It has 340 stores.

Decathlon’s vocation is to give as many
people as possible access to the pleasure of
sport. The key values are vitality, truth,
fraternity and responsibility. It is a low-cost
operator, but one that has always favoured
product quality over selling at the lowest
possible price. Loyalty is not generated
through prices, but through client satis-
faction. At the same time, it is the best way of
defending the chain against the entry of
discounters from the food sector, such as Wal-
Mart Sport. This policy is a success: in the
bicycle sector, for example, not only is
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Decathlon the brand that first comes to mind
for French consumers, but in addition it is also
the one that is necessarily taken into account
when making the next purchase, with a
consideration score double that of the first
producer’s brand (Raleigh or Peugeot Cycles).

The store was founded in 1976 by Michel
Leclerq. It quickly took the distributor’s brand
option, capitalising on the strong name
awareness of the Decathlon company, and its
dominant distribution. Decathlon seeks the
development of the largest possible number of
its clients through sport. The store is posi-
tioned on the hedonistic side of sport, and
designs very comfortable products, aimed at
wellbeing, with emphasis on safety. It is a
diffuser of pleasure.

The components of its success in France
were like those of any store: the quality of its
store sites, the range (that is, the choice of
goods for 60 sports under the same roof),
unprecedented low prices, remarkable
computerised logistics that avoid stock break-
downs by supplying stores once or twice daily,
young, helpful and competent salespeople,
and finally the freedom to choose, with aisles
so well constructed that customers could
easily dispense with the salesperson. The
defeat suffered in the United States also
hinged on the fact that the majority of these
success factors could not be implemented in
the discount chain acquired, first among
them being the site quality. Secondly, the US
discount store was renamed Decathlon before
the stores could be ‘Decathlonised’. It is not
easy in the United States, a country with low
unemployment, to find passionate and moti-
vated young people, genuinely attached to
their store.

In 1999 in France, after 23 years of uninter-
rupted growth, for the first time in its history
its turnover per square metre fell. The diag-
nosis was simple: the policy of a single brand,
Decathlon, strongly emphasised in all its
stores, together with its dominance of the
national market, created a monopolistic situ-
ation and a ‘Soviet-like’ brand. Whether on

the beach, on the ski lift, while hiking in the
forest, everyone wore Decathlon-branded
products. Customers increasingly got the
impression of a lack of choice.

The strength of distributors, often family-
type businesses, is their ability to take deci-
sions quickly, and to enact radical changes.
These are enacted in order to produce
tangible, measurable results, allowing them to
take the necessary corrective measures. This is
what Decathlon did:

It abandoned nearly 25 years of store brand
policy, in France and abroad, to move
towards a portfolio of brands segmented by
sport. In order to create these brands, it
began with the observation that there were
60 sports under Decathlon’s roof. For each
brand to reach critical mass and justify its
overheads, a shortlist of 17 was drawn up,
combined into seven finally. Then it was
decided to increase this number, since
modern sports are ‘tribes’ that cannot
easily be brought under the same tent in
the name of ‘critical mass’. Thus Domyos
was separated into roller sports and
running. Tennis and golf were also sepa-
rated, having previously been united under
the common brand Inesis.

These brands are autonomous, decen-
tralised business units, with dedicated
teams. Their goal is for each to become
recognised leaders in its sport. Now three-
quarters of the operational budgets are
spent on the brands, with one quarter
remaining for transverse tasks. Decathlon
abandoned its historical organisation at
Villeneuve d’Ascq in order to turn these
brands not into labels on products, but
forces for creative proposals at the best
prices, based on passionate men and
women. At Decathlon, semantics are
crucial: these brands are named passion
brands, not as a slogan or an advertising
gimmick but as a profound reality, first
internally, and then externally.
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These brands need to be located close to
where the sports are practised, so that the
internal teams can live them out, and local
opinion leaders can play a role in their
creation: Tribord by the sea, Quechua in
the mountains. They communicate inde-
pendently of one another. For example,
Chulanka is Quechua’s magazine,
distributed in stores: it circulates 2 million
copies. This is the highest circulation of
any of the mountain magazines.

The 15 brands are named passion brands
because they are each entrusted to a
passionate manager, who creates and
carries them, with a dedicated team, on
autonomous sites, with a genuine business
plan and a high degree of autonomy. In the
stores, the salespeople are also passionate.
In time, the goods may be distributed
beyond the flagship Decathlon store. In
December 2006, Decathlon announced a
historic agreement with independent ski
equipment hire stores in the mountains.
This very lucrative market had previously
been locked up by the manufacturer
brands. This will make it possible for skiers
and snowboarders to try Quechua products
in the stations themselves. The internet
will be the medium for hiring: clients can
reserve in advance and at low prices.

In order to build these passion brands, with
imaginary qualities that are weaker than
those of the major brands, the only thing
that matters is product innovation and
quality levels. This is why the Decathlon
Group also invests in ingredient brands
that lend credibility to the offer, becoming
technological labels themselves. It is a
question of prying open the vicelike grip
on costs exerted by the technological
brands such as Lycra, Goretex and
Coolmax. For this reason, the ingredient
brands of the Decathlon group are also
autonomous business units, seeking to
increase their opportunities outside the
Group.

Decathlon’s challenge is international.
Decathlon is currently the 10th largest sports
distributor in the world: the margin of
progression is still strong. The brand policy
described above is global. Decathlon’s
strength was built in France, progressively
(over 30 years) using a different model - that
of the single brand (Decathlon) which was
also the name of the store. This contributed to
creating enormous communication synergies.

The country manager’s situation, for
example in China, Hungary or the United
States, will be very different. The start-up will
be implemented with the passion brands: in
China they represent 70 per cent of the range.
However, the store is not known there, and
will not have 20 years to build recognition.
Therefore the pricing policy must be more
discount-based. The mname Decathlon,
however, should no longer in theory be visible
on the products, since they all now stem from
one of the passion brands. The principle of the
passion brand, as with any brand, is in fact
autonomy. Only the back office cuts across all
brands. This consideration, a pragmatic one at
the international level, explains the mainte-
nance of a ‘Decathlon creation’ brand inside
the product, in order to establish the link
between the store and its brands.

Factors in the success of
distributors’ brands

As always, the rise of a new brand is also the
result of the actions (or lack of action) taken
by the competition. For example, distributors’
brands have strong market share in the
cosmetics sector in Germany. The reverse is
true in France, and yet both are among the
more highly developed countries. Setting
aside any possible differences between the
two countries’ relative conceptions of beauty,
one explanation lies in an analysis of the
competition. In France, ’Oréal has dragged all
other brands into a war fought on scientifi-
cally proven performance, supported by
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colossal advertising budgets. In Germany the
leading national brand is Nivea, which relies
much more on empathy, softness and a close
relationship than on the rational approach of
proven results. We believe this explains why
distributors’ brands have found it easier to
make inroads there: consumers have not
perceived them to be all that different from
Nivea.

Hoch and Banerji (1993) have analysed the
factors behind distributor’s brands’ market
share.

These are:

the size of the potential market: the
distributor opts for long production runs;

the high margin in the sector;
the low advertising expenditure;

the ability to achieve quality (few or no
patents);

consumers’ price sensitivity.

However, these authors also maintain that
market fragmentation does not appear to
constitute a barrier to the growth of distrib-
utors’ brands.

Conversely, it is known that a factor that
does affect the penetration of distributors’
brands is the rate of innovation in a sector
(measured by the share of new products in
companies’ turnover): it forces product ranges
to be continually renewed, and is associated
with a large amount of advertising. In fact, it
is also the most natural reaction by producers
confronted with distributors’ brands: to
increase their rate of innovation.

As has been observed, most of the factors
mentioned above are linked to management
deficits among the producers: insufficient rate
of innovation, high margins, low advertising.
When the brand is treated as a ‘cash cow’, the
door is opened to distributors’ brands.
Moreover, many brand companies are willing
to manufacture distributors’ branded
products. For example, the tyres at Norauto (a

chain of stores selling spare parts and services
to motorists) are manufactured by the
Michelin Group; it is inconceivable that they
should be low-quality products.

In this way, the success of distributors’
brands is linked to a supply effect (by strong
promotion on distributors’ shelves and the
creation of ‘me-toos’ that ape big-brand
products) but also by a lack of competitiveness
from high-profile brands, which are too used
to high margins, and do not innovate.

Lastly, this penetration depends on the
specific range and category. It is strong in
basic products, but no longer unique to them.
Kapferer and Laurent (1995) linked the attrac-
tiveness of distributors’ brands to consumers’
degree of involvement, either in an enduring
sense (interest in the product) or as a
temporary feeling at the moment of purchase
(Is the purchase a risky one? Does it have
badge value? Will it give me pleasure?). It is
therefore hardly surprising to find that the
categories listed in Table 4.4 are those in
which DOBs have the highest penetration.

Note that studies on distributors’ brand
customers have shown that their penetration
has now reached all segments of the popu-
lation. Nevertheless, there is a core target of
people in reduced financial circumstances
who have a low sensitivity to quality. In C
Lewi’s thesis at HEC (Lewi and Kapferer,
1996), even though they were given a biscuit
that was objectively poor (in the light of
results in blind tests), 18 per cent of these
people decided to buy it anyway because it
was cheap. Furthermore, these are the people
who least noticed the difference in flavour.

Garretson’s (2002) and Ajawadi’s (2001)
works provide an interesting new path for
study: according to these authors, customers
who resist distributors’ brands are those who
link price with quality. For these people, the
price is the measure of the quality. It should be
added here that hard discount itself finds its
most frequent shoppers, and those whose
average basket is fullest, among families with
several teenagers still living at home.
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Table 4.4 In which sectors do big brands resist trade brands and where are they defeated?
Sector Big-brand share (%) Sector Big-brand share (%)
Make-up 99 Cookies 4

Hair colourants 98 Frozen vegetables 6

Baby food 96 Garbage bags 15

Chewing gums 92 Cotton wool 21

Shaving products 90 Fruit juice 23

Insecticides 89 Kitchen paper 25

Deodorants 89 Ham 26

Floor washing products 88 Pasta 35

Cola 82 Soft-drink concentrates 36

Tea 81

Soups 81

Beer, cider 80

Laundry detergent 79

Source : TNS sofres, 2007

Optimising the DOB marketing
mix

The notion of a distributor’s brand is therefore
heterogeneous, offering the store a range of
possibilities for getting its overall offer across.
Research has analysed how each type of
distributor’s brand was able to increase its
market share to the detriment of the leading
brands of the segment, and also to reduce the
price differential between the two, thereby
boosting profitability (Levy and Kapferer,
1998). More than 500 mothers, in a simulated
store, were presented with a choice between
the leader in chocolate biscuits (Pepito by
Lu/Danone group) and a distributor’s brand.
This choice varied from one customer to the
next according to four criteria:

presence or absence of the store name itself
in the brand name (DOB or private label);

whether there was a ‘copycat’ of the Pepito
packaging, or clearly differentiated pack-

aging;
objective quality of the distributor biscuit

(established through blind tests): identical
or markedly inferior to Pepito;

level of price difference with Pepito: index
50, 65 and 80.

The combination of these variables makes it
possible to reproduce any form of distributor’s
brand currently active on this market. The key
findings of this research were:

The quality of the distributor product has a
strong and positive impact on the
intention to purchase the distributor
product. It increases from 16 per cent when
the product tasted is inferior to Pepito, to
34 per cent when it is equal.

The store’s reputation also has a bearing on
the intention to purchase. When the store
name is masked (private label strategy), the
average intention to purchase is only 20 per
cent. It increases to 30 per cent once the
name is known.

It is the interactions, however, that prove
most interesting in practice, as Table 4.5
demonstrates. Each line refers to a different
form of distributor’s brand:

The first line concerns a DOB that carries
the store name, therefore bringing its repu-
tation into play, and packaging that is not a
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copy of Pepito’s. It is acting like a true
brand (reputation and differentiation and
quality). What do we observe? This is
where the demand for the distributor
product is strongest (38 per cent).
Furthermore, it is the strongest even
though the price difference is less (20 per
cent cheaper): therefore the profitability is
maximal. Interestingly, the demand does
not increase when the price is lowered (35
per cent cheaper); on the contrary, it
decreases to 28 per cent when the price is
lowered still further (50 per cent cheaper),
probably as a result of the anxiety that this
price arouses in mothers (this is a product
for children, after all). The moral is that the
DOB is most dangerous to national brands,
and also most profitable, when it behaves
most like a true brand.

The second line shows a store brand copy:
this is the most common form of a
distributor’s brand in the food departments
of superstores. Here the demand only
increases if the price decreases. Although it
also reaches 38 per cent of pure demand,
this time it is only at a rock-bottom price
(50 per cent cheaper): profitability is
therefore not as good as with the previous
line.

The third line is what is known as a ‘coun-
terbrand’: the store name is absent, and the
product is marked by an unknown brand
(that is, a private label). Furthermore, its
only option is to slavishly copy the pack-
aging of the leader, in order to create
confusion and allow clients to think that
there is a similarity between the products,

since the packaging is so alike. Demand
follows an inverted U-shaped curve, with
the best intention to purchase scores for
the distributor product (31 per cent of
intentions) at the intermediate price level
(35 per cent cheaper).

In the fourth line the store is unknown but
the packaging is different from the leader’s.
Here the distributor’s brand resembles a
small, unknown brand, and the client has
no point of reference for evaluating it. It is
therefore not surprising that price is the
only motivator: demand grows as the price
falls. This is typically the case for lowest-
price products, created to counter the
products on the hard-discount circuit.

What can we draw from this analysis? When
the distributor’s brand behaves like a true big
brand, it reaps the benefits (market share and
profitability): however, it must have the will
and the means to do so. Not everyone can be
Decathlon or Tesco.

The real brand issue for
distributors

As has been shown above, the distributor’s
brand is not a brand like the others. It is
subject to three conditions: it must express
the values of the store, position itself in
relation to the big brands, and finally deliver a
‘plus’ compared with low-cost products. It is
therefore more like a quality label attached to
a price. To increase its financial results, it is
certainly possible to increase its share of the
shelf and have the goods appear in great

Table 4.5 Percentage of consumers who intend to buy the distributor’s product

Brand and packaging type

Price gap from segment leader

-20% -35% -50%
Store brand (not copycat) 38 38 28
Store brand (copycat) 17 28 38
Private label (copycat) 26 31 27
Private label (not copycat) 21 24 31
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numbers, which can give the impression of a
Soviet store. It is better, however, to increase
the client’s preference for it. How?

Table 4.5 indicates how a better purchasing
and promotion policy can contribute to this.
Above all, however, it is necessary to sell it
through greater brand strength. Since the
distributor’s brand carries the store name,
value must therefore be created through the
store itself, its positioning and its identity. Too
many stores are devoid of meaning: they are
businesses and nothing more. The hyper-
market, like a cathedral, must decide which
god it serves: the generic god of the consumer
society, or an intimate desire on the part of
the distributor to modity its relationship with
its clients? For example, Carrefour venerates
rationalism: its entire crusade is aimed at the
enlightenment of the audience.

Remember that a big brand is built through
the intangible: it is embodied in the tangible,
and forms the basis of a durable relationship,
a community of values among its clients. The
first task that the store should set itself during
this work is to identify its project, its vision:
what in its customers’ lives does it want to
change? Although it will be necessary to
compete on price, on choice and on service, it
will also require an internal energy: this is
found through the vision and the battle that
the store takes as its own. What is the battle
for most stores? When an organisation does
not have critical mass, it is necessary to
compensate through goodwill, and therefore
through the power of the brand.

Once this has been defined, it must be
implemented through 360 degrees, and not
only through the distributor’s brand products.
For example, what service innovations will
embody it in stores, and also beyond? It is
these that will spark off word of mouth, turn
customers into ambassadors and carry the
brand’s point of view.

In comparison to the weight and inertia of
the multinationals, which can only innovate
once they have confirmed that the inno-
vation will be profitable because it can be

implemented worldwide, distributors must
innovate more reactively. Of course techno-
logical innovation is beyond them. But
customers do not expect it of them: on the
contrary, it is their job to render customers’
lives more pleasant, even more liveable. This
is achieved through recognising that the
customer segments are fragmented and that it
is therefore necessary to adapt the distribution
brand to this variety. Second, the distributors
must be ahead of the curve on trends: it is up
to them to lead in terms of ecology, organic
produce, fair trade and so on. These are all
profound movements that destabilise the
status quo. The risk is much less for distrib-
utors: the distributor’s brand should be
segmented to fill these niches. This is how a
close affective relationship is forged: client by
client.

The brand-store must go further, into
personal service. Remember the remarkable
phrase of Howard Schultze, the founder of
Starbucks. Asked about the success of
Starbucks, which will soon have more outlets
worldwide than McDonald’s, he replied: ‘We
are not in the business of coffee serving
people, but of people serving coffee.’
Starbucks does not sell coffee to people - it is
at their service, and serves them coffee, of
good quality, in recyclable cups, using fair-
trade coffee beans, in a peaceful, calm envi-
ronment and with genuinely happy staff. It is
easy to understand why Starbucks had no
need to advertise: its customers took care of
that. It is time to stop talking about ‘distrib-
utors’; the ambition now should be to place
‘life centres’ at the customers’ disposal, facili-
tating and stimulating places where they can
also do their shopping.

‘The tail does not wag the dog’, as the
proverb goes (it is the other way around). The
real issue is to turn the store itself into a
brand. Among distributors, the brand
manager is no longer there to manage DOBs,
but to ensure the coherence of all the brand
project’s activities. This presupposes that
there is a brand project, with a vision, a
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mission, strong values that are felt internally,
and implementation well beyond the store
itself and the private label products.

Competing against distributors’
brands

We are frequently asked, how is it best to
compete with distributors’ brands, which are
— as their market share attests — the number
one competitor of the big brands? Procter &
Gamble Europe has long believed that it was
competing against Unilever, Henkel or
Colgate, old friends which share the same
business model, the same cultural references,
and even the same HEC MBA’s. The consumer
sees things differently. Moreover, it has been
shown that an excess of price-based promo-
tions created sensitivity to price and led
consumers to try distributors’ brand products,
itself a preliminary step to trying low-cost
products. There are different levels of response
to the question above, some tactical, others
involving a revision, not of the brand, but of
the business model.

A precondition: do not tolerate brand
imitations

In developed countries, brands fall victim to
unfair competition on the part of distributors’
brand products, in the form of imitations of
their distinctive symbols. This imitation is
anything but accidental, as the design and pack-
aging agencies recruited for the purpose well
know. The national brand product is used as a
brief, not for what to avoid - according to good
brand principles — but what the rival should
most resemble. This is where competitors
increase their ‘me-too’ product’s chances of
success, by closely imitating — albeit with a few
differences — the characteristics of the targeted
brand product, as well as its distinctive marks.
To be considered as an unfair threat, the
imitation must be likely to cause confusion in a
consumer of average attentiveness.

Imitations can come either from competing
producers, or from the product’s own distrib-
utors — and the response must vary depending
on the individual case. Most big companies
would in fact be reluctant to take action
against their distributor if they believed that
one of its distributor’s brand products, placed
alongside one of their own branded products,
was imitating it too closely and constituting
an act of unfair competition. It is true (see
page 78) that the second phase in the imple-
mentation of a distributor’s brand policy is
generally to imitate the targeted market leader
on a shelf by shelf, reference by reference
basis. It can even be the case that distributors’
brands within a given group copy one
another. Bicycles sold by Auchan superstores
have borne an extremely close resemblance to
a best-seller at Decathlon (the ‘be-twin’): the
two stores form part of the same group.

Actual legal proceedings against the
distributor are rarer still. Big companies, many
of whose products are stocked by the
distributor, fear a Pyrrhic victory and prefer to
build up a dossier with the aim of avoiding
legal action and resolving disputes amicably.
The dossier consists of a form of proof that
could be produced as legal evidence if
required, for it is in fact possible to devise a
scientific approach to prove illegal imitation.
Two methods exist.

The first works on the legal definition: the
imitation is illegal if it is likely to create
confusion in a consumer of average atten-
tiveness. There are two techniques capable of
demonstrating such a risk of confusion,
without actually asking customers directly
whether they would be confused by the
copycat (an invalid method). The first is the
use of a tachistoscope, which ‘flashes’ a
picture of the copy at consumers, first at high
speed, then at slower speeds. They are then
simply asked to describe or name what they
have seen (Kapferer, 1995b), and the number
of times the copy is mistaken for the original
is measured. The second method is to start
with a computer-degraded image of the copy,
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and to build it up, step by step, using
computer software. Consumers indicate what
they think they can see on the computer
screen (Kapferer, 1995a). These two tech-
niques produce a working imitation of
consumers of average attentiveness, either by
limiting the length of their exposure to the
product, and then increasing it (the tachisto-
scope) or by presenting low-resolution
pictures (computer method) and steadily
increasing the resolution. Using the first
method, we have found confusion scores of
40 per cent.

The second approach ignores the legal
concept of confusion. Indeed, although they
pay lip service to it in their rulings, judges do
not truly use the concept of confusion.
Rather, they concentrate on excessive
manifest resemblance. They pay more
attention to resemblances and less to differ-
ences (as advanced by the imitator’s lawyer).
Objective proof of an excessive resemblance
can be obtained by asking one group of
consumers to describe the original, and then
asking an identical group of consumers to
describe the copy. An analysis is made of
which aspects were mentioned first, second,
third and so on, for each of the two products,
and the level of agreement between the
aspects stated first by each group.

Once these results on the reality of the pre-
judice have been obtained, contact with the
distributor must be made at a high managerial
level in order to emphasise the seriousness of
the matter. Furthermore, this is the level at
which long-term interests are best appre-
ciated. The distributor needs big brands, a
dynamic aspect to its store shelves, the value
innovations the brands bring to the category
and the margins they give the distributor. The
manufacturer needs the distributor to gain
access to the customer. At lower managerial
levels, the producer-distributor relationship is
more antagonistic. The outcome of such
contact is the modification of the trade dress
or packaging of the distributor’s disputed
products.

In general terms, brand management must
plan for these phenomena and put the brand
in a position to be able to defend itself
strongly. Thus, in order for a brand colour to
be defensible, the brand itself must also
defend it internally. For example, the brand’s
product lines are very often segmented: this
leads to the use of different colours to identify
each segment. In this way, the ability to claim
that the brand is characterised by a particular
colour is reduced. Thus, if a Coke label is red,
and a Diet Coke label is silver, red is no longer
the colour of the Coca-Cola brand: after all,
when producing their own colas, distributors
always start by producing red packaging.

In general terms, the brand must become a
moving target through innovation and
regular modifications to its packaging and its
characteristic components. However, it must
always be remembered that the aim of these
modifications is to bring more value to the
consumer. The difficulty that this permanent
movement creates for copies is a secondary
effect.

On the design front, the brand must accen-
tuate and radicalise the signs of its own indi-
viduality, in order to be able to defend them
better, and at the same time make them recog-
nisable to consumers of average attentiveness.
It is significant that the often-imitated Bailey’s
goes as far as to print the word ‘Original’ twice
on its front label: ‘Original Irish Cream’ and
‘Bailey’s the original’.

Re-communicating the risks

Asian imports, DOBs and discount products
enter first into the categories with low
perceived risk. A first reaction is to remind
people of the risks, to regenerate involvement
in the category. For example, in 2005 one
book became the talk of France, despite its size
and its forbidding cover, which showed two
nutritionists (Cohen and Serog, 2006). The
whole press talked about it, and television
devoted time to it. In fact, this book revealed a
truth that big distribution would much prefer
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to keep hidden: the lowest-price products are
not good for your health. The drastic
reduction in price is made by forcing through
awkward compromises, where client health
and pleasure hardly enter into the equation.
All that matters is the price. This is where we
learnt that low-cost gingerbread contains no
honey, and so on.

Bic did something similar in 2006 among
tobacconists. The brand is known as the
leader in disposable cigarette lighters,
disposable razors, ballpoint pens and so on. It
practises a single umbrella brand policy:
everything is sold under the same name, Bic.
It is essentially a company based on its sales
force. In Europe, the disposable lighters
division, strengthened by its market share,
lived on its reputation and spent nothing on
advertising. This prudent budgeting, however,
had a drawback: for years, there had been
nothing to communicate to customers why
they should prefer a Bic lighter. In fact, until
then, in service stations and tobacconists,
there had been nothing but Bic. In 2004
Chinese products arrived, under the PROF
brand, which retailers bought 50 per cent
cheaper than Bic and sold for the same price
as a Bic lighter. The increased margin for the
retailers was such that they now sold nothing
but PROE. Moreover, Chinese products were
more fun and their decorations changed three
times a year. The end consumers made no
complaint — they were happy to find some-
thing new on the shelves, with more enter-
taining products.

The decision was made to recreate the
perceived risk. Chinese lighters are in fact
dangerous: for example, they can explode if
left on the rear shelf of a car. This does not
happen with Bic lighters, which are products
of remarkable quality. The problem is that in
marketing, perception is reality. By not
communicating the advantages of the
product, Bic had admittedly made savings,
but it had weakened the brand and paved the
way for Chinese imports, chosen by the trade,
which was unconscious of the considerably

higher safety of a Bic and the danger of
Chinese lighters. Bic created a magazine for its
distributors in order to put the word out, and
remind them of their legal responsibility if a
Chinese lighter sold by one of them were to
cause physical harm to a client. At the same
time, it took action to raise the level of the
criteria for approval for sale on European
territory.

Price reductions

Faced with a decrease in their market share,
producers are conscious that their brand no
longer justifies the price differential that it
offers on the shelf. It is tempting to reduce the
price in order to restore the lost balance of
perceived value and price.

This approach is logical, but carries several
drawbacks. There is nothing easier than
lowering prices. What will they do when an
even cheaper Asian competitor appears?
Lower them again — taking the money from
which budget? Should it not be a question of
recreating value by increasing quality and
price? Also in many stores, the consumers do
not even walk past the big brands: for them,
the brand is too expensive by definition! They
would not even notice the reduced price. The
anticipated effect on sales would misfire. The
price, and therefore the margins, would be
decreased without benefiting from superior
volumes.

An interesting study (Pauwels and
Srinivasan, 2004) showed that the premium
brands should not fear DOBs, since the market
is segmented. On the contrary: statistical
analysis showed that, after the introduction of
DOBs, their sales became less price-dependent,
and their turnover increased. The intermediate
brands, on the other hand, saw their price
sensitivity increase and their sales fall.

Several conclusions emerge at this stage.
First, the era of systematic price increases
upon the launch of new products is over. It is
necessary to place price at the heart of the
innovation, and move on to a value analysis.
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The non-premium big brands should take
care to create a ladder enabling them to
increase penetration through a product at an
accessible price, and then practise trading
up, once the client is aware of the quality of
the brand’s products. The difficulty, it must
be admitted, is the reaction of distributors,
since these mini or economy-priced
products compete directly with their DOBs,
whose strategic role in their margins has
already been discussed.

Thus, having bought all Colgate
Palmolive’s washing powders, Procter &
Gamble decided to use Gama as a ‘fighting
brand’. In the second quarter of 2006, the
price of Gama was reduced by 25 per cent,
from €6.65 to €4.95 per 27-measure tub (Ariel
is priced at €10). Gama became an ‘everyday
low price’ brand, at a price lower than some
DOBs. The goal was to bring hard-discount
purchasers back into the superstores, since
studies showed that they were particularly
attracted by the cheapest washing powders.
Sales increased by 54 per cent in four months,
increasing market share from 3 per cent to 5.4
per cent.

The effect of price reductions on leader
brands cannot be guaranteed: thus, in order
to combat the products of the hard-
discounter Aldi, Always (Procter & Gamble’s
feminine hygiene brand) lowered its prices
in Germany, moving from an index of 240
to 197, with Aldi’s index at 100. Aldi’s
market share remained stable at around 45
per cent. Always’ market share moved from
21.7 per cent to only 24.7 per cent. It was a
failure. The same tactic was successful,
however, for Pampers: by moving from
index 131 to 116, the market share jumped
from 31.1 per cent to 42.2 per cent, and
Aldi’s product fell from 53.9 per cent to 45.9
per cent. A significant difference between
these two cases is the far smaller difference
in price for Pampers than for Always. Is it
really worthwhile for premium brands to
lower their prices?

Facing the low-cost revolution

It would be hard to underestimate the rise of
hard-discount and lowest-price ranges as a
fundamental phenomenon in mature soci-
eties. Offering a reduced range or a pared-back
service at an unbeatable price, hard discount
is more than just a price - it is a business
model. It also represents a new attitude
towards consumption, and heralds a crisis for
added value. It throws marketing itself into
question, and thus brands too. This is why no
organisations should consider themselves safe
from this phenomenon.

Even in the country that invented the
hypermarket, and where this form of
commerce is now dominant, hard discount
has succeeded in capturing nearly 12 per cent
of market share (in value) over 15 years. Given
that in food products, the price gap between
discounters and the leading brands varies
between 30 per cent and 50 per cent, it can be
seen that this represents between 18 per cent
and 24 per cent by volume. And of course —
depending on the category — these figures may
be even higher. For example, in the pre-
packed cold meats (ham) market, the hard
discounters’ market share by value is of the
order of 16.5 per cent.

Hard discount is more than just a price. It is
a new way of doing business, with its own
specific retailers: German (Lidl and Aldi) or
French (Ed, Leader Price). At present, the most
recent European panel figures suggest that 62
per cent of households shop at a hard-discount
food store. The phenomenon will reach a
limit, however, reflecting the segmentation of
the market: in food products, a threshold of 20
per cent in value market share should be
expected. In the DIY sector, the major retailers
have created separate hard-discount-style
retail brands. The phenomenon now also
extends to textiles: the classic discount stores
were well known, but now new hard-discount
retailers are emerging.

All these figures show that hard discount
cannot simply be turned into a phenomenon
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that targets only lower-income groups. Hard
discount is a necessity for the poorest in
society, but also an opportunity for the better-
off. It offers an alternative way of living:
consumers can do the daily shop close to their
home, in 10 minutes, thanks to the simplifi-
cation offered by a reduced range of goods,
freeing buyers from the torments of too much
choice. Hard discount does not represent a
return to asceticism, but to realism. Among
consumers who could afford to buy elsewhere,
it attests to a desire to simplify, to un-
complicate, and to retake control. It will exert
strong pressure on brands with low added
value, the average brands, which do not
possess a strong enough dream value. Hard
discount advocates a form of intangible value:
the return to a kind of simplicity for people
who are not limited to it through a lack of
resources. Hard discount is a search for purifi-
cation of one’s life, de-pollution, and liber-
ation from imposed constraints.

This is a genuine challenge for the major
brands, as this growing form of distribution
excludes them in favour of the discounters’
own products. For the major brands, this
further erosion of their accessibility on store
shelves compounds the problem created by
the amount of space already set aside for
distributors’ brands in the hypermarkets and
supermarkets. Indeed, even retailers’ brands
are coming under threat from this increas-
ingly cut-price competition, which attracts
clients to another store. This is why they have
been strengthened, which will make them
even more of a danger to the major brands as
well. In fact, in 2007, the distributor’s brand is
now typically 35 per cent cheaper than the
national brand. As it increases in quality,
however, its competitiveness also increases.

The hard-discount phenomenon is set to
spread. Everyone will look for a way to
increase their purchasing power in an ulti-
mately painless way, by making shrewder
purchasing decisions in respect of a portion of
their consumption. This will affect telephone
communications, the internet, transport,

petrol, clothing and other areas. No company
is immune to this phenomenon, because the
competition has changed: consumers have
become highly versatile, situation-driven and
pragmatic. They are quite capable of shopping
both at a hard-discount store and at Harrods
on the same day.

Modern competition is thus expanded
competition: it is no longer restricted to peers,
identical brands or similar channels. Like the
modern consumer, it is open and all-
embracing. In the process of experimenting
with new channels, consumers are bound to
find themselves re-evaluating brands and
their added value.

What should our answer to this be? We
would argue that it involves heeding the
implicit message in this new form of range,
while remaining true to oneself, by copying
what may be copied from this competitor,
while increasing one’s own strength. The
brand must retaliate with a different intan-
gible factor and value system: product
performance on the one hand, or the emotive
experience of the store on the other
Hypermarkets have no choice, either. Their
own brands exist only in relation to the
producer brands that innovate, create and
nurture markets, reveal tendencies, and also
participate in the consumer society.

Remember that a brand can justify its exis-
tence only through the innovations it offers.
The majority of brands are born of inno-
vation, and innovation continues to be the
brand’s oxygen: it has a stimulating, euphoric
effect in promoting a sense of wellbeing,
pleasure, joie de vivre and hedonism. However,
this intangible factor will have to start earning
its keep. This begins with respecting the
customer: an intangible benefit that is not
rooted in a tangible superior quality will be
weakened, and will contribute to the brand’s
excess. There are plenty of cheap polo shirts,
but only one Lacoste. A Lacoste shirt lasts 10
years and, furthermore, adds distinction. This
point has to be reinforced repeatedly. This
raises the question of the visibility of brand



92 WHY IS BRANDING SO STRATEGIC?

communication, governed by the advertising
dogma of the USP: how, and through which
media, to promote the product. Thankfully,
the internet offers many opportunities.

This new brand responsibility comprises
service, citizenship, and sustainable devel-
opment, which is transmitted through client
service via a call centre or over the internet, but
also through the services such as taking in
worn-out electrical appliances, which indicate
the brand’s high degree of social responsibility.
The brand must adopt ethical principles and
demonstrate that consumption is not a
synonym for inefficient waste, pollution and
exploitation - themes to which society is
becoming increasingly sensitive. Even Nike has
had to make changes in the wake of the revela-
tions in Naomi Klein’s book No Logo (1999).
The mega-brand, with its iconic status among
the young, may well have invented concept
upon concept, but its social conscience left
much to be desired, a fact that is particularly
unacceptable in a flourishing company.

It would be a mistake to believe that hard
discount will become the norm. In France,
Cristalline spring water, sold at a price three
times cheaper than Evian, does not control 100
per cent of the market, and Evian is still the
leader by value. However, it will grow, until it
reaches its threshold — and in so doing it may
lead to a re-evaluation of attitudes and
behaviour. As is always the case in our modern
societies, contradictory tendencies appear,
coexist and learn to live together — but what
they cannot do any longer is ignore each other.

An examination of the specific strategies of
companies and brands to combat hard
discount reveals the following themes, all of
which capitalise on the enduring weakness of
hard-discount.

What link is there between Ryanair, Virgin
Express, and Asda or Aldi? They are all so-
called low-cost companies. How have the
traditional competitors responded? Through
the introduction of a new, lowest-price
product offer to its existing range. The brand
must create a stepped price range, with acces-

sible products that make it possible to exper-
iment with and to discover the brand.
Furthermore, this contradicts the discounters’
arguments, since they wish to stereotype all
manufacturer brands as ‘expensive’.

In air travel, for example, Air France has
shown that the famous bait-and-switch prices
of the low-cost companies (€20 flights from
Paris to London) applied only to a few seats and
time slots. Conversely, Air France’s promotion
of its lowest prices, and of reduced prices in the
case of reservation long in advance, has also
demonstrated that its price range is much
wider than the low-cost companies had
claimed. The SNCF (French national rail)
created e-TGV to reduce prices. Thanks to yield
management and process optimisation, Air
France and British Airways can also offer a
quota of seats at very low prices. These may be
obtained by booking far in advance, reserving
over the internet, and so on. In this way, the
SNCF’s e-TGV puts Marseilles only a €20
journey away from Paris.

The superstores have offered products even
cheaper than the hard discounters, but under
specific brands (the No. 1 brand at Carrefour,
for example). This reduces the temptation to
look elsewhere by capitalising on the hyper-
market’s traditional strength, ‘one-stop
shopping’. The difference in terminology is
revealing: ‘low-cost’ is a business model; ‘even
cheaper product’ was the result of an emer-
gency action.

For 50 years Aldi and Lidl have been
designing an efficient business model in order
to provide a quality product at the lowest
price, based on the elimination of all unnec-
essary costs, and on a new vision: long-term
agreements with suppliers, dedicated factories
with a common design, not to mention a store
concept without flourishes, with a greatly
reduced range of goods. If Aldi’s fruit juice is
still the market leader in Germany, it is
because it is good: its quality/price ratio is
unbeatable.

Conversely, the lowest price products at
Carrefour, sold under a brand that (signifi-
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cantly) makes no reference to Carrefour, were
created in haste to block the client drain, and
obtained through increased pressure on
suppliers, and therefore on the quality of
constituents. Thus the fruit juice at this price
will only have perhaps the legal minimum
required amount of fruit juice. This is why
hard discount, unlike the hypermarket’s
lowest price range, satisfies its clients.

At the communications level, it is necessary
to constantly recreate the perceived risk, by
revealing the invisible and the unspoken
aspects of ‘low cost’. Perceived risk is a key lever
of brand sensitivity (Kapferer and Laurent,
1995). The book written by two nutritionists
was therefore a timely arrival in 2005. It showed
that drastic price-cutting on food products was
bound to negatively affect the intrinsic quality
of the products. Thus, low-cost gingerbread
contained not a single gram of honey. Low-cost
ham contained high levels of chemicals. Low-
cost chicken is raised in the worst conditions
and barely has time to grow up (40 days), and so
on. In the air travel sector, a degree of doubt will
inevitably remain regarding the maintenance,
the quality of the equipment, and the heavy
usage of the airplanes.

The brand must react to attacks on price by
playing its trump cards: innovation and
creating desire. In order to see off the chal-
lenge of the cheapest possible industrial
chicken, the brand must offer halal chicken,
organic chicken, regional chicken, and so on.
To oppose the cheapest possible yoghurt, it
must offer one that does you good: Actimel,
Danacol, Bio-Activia. To oppose a €5 cafetiere
in Carrefour, imported from China, it must
offer Nespresso, or Senseo by Philips, or Krups.
To oppose the cheapest MP3 player, it must
offer the iPod and its continual innovation
(images, nano, mini, access to iTunes, iPhone,
and the like).

Value innovations are low volume, at least
initially. Without volume there can be no
strong brand, since it is volume that creates
the financial resources for R&D, marketing,
communication and so on. It is therefore first

of all necessary to innovate on pillar products,
those products that achieve the volume and
the margin, and are essential to the distributor.
In short, faced with supermarket shelves where
space is at a premium due to the introduction
of low-cost products, and in order to retain
clients who might be tempted by the vista of
hard-discount stores, it is important to
remember that an essential reference remains
essential only when supported through inno-
vation and communication.

It is also vital to track the costs that do not
carry added value, even imitating the best
practices of the low-cost competitors. Thus Air
France is constantly reducing the time clients
must wait before they can board, via machines
that deliver boarding cards: this also helps to
economise on personnel. The same is true for
the growing use of the internet to book and to
pay. For low-cost companies, as is well known,
everything is done at a distance.

Finally, the brand must react through a
specific business model. Air France adopted the
hub-style business model: it allows any trav-
eller from the French regions to travel to Paris
on an Air France flight and to make use of very
convenient international connections (with
short waiting times), not to mention the imme-
diate transfer of baggage, and moving within a
single terminal. All these added values
discourage the internal traveller from flying to
Paris with a low-cost company, then being
forced to change airports or terminals, without
guaranteed immediate connections to interna-
tional flights — not to mention the air miles.

Should manufacturers produce
goods for DOBs?

One of the questions all company managers
ask concerns the opportunity to work for
distributors’ brands. This question is even
more urgent today, since with the shrinking of
the shelf space allocated to branded industri-
alists, their economic model is under threat.
How can they maintain the volumes that
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create profitability?
Those industrialists in favour of producing
DOB goods advance the following arguments:

It relieves the burden of fixed costs.

It allows them to benefit from economies
of scale.

It may be intrinsically profitable, since
there is no need for marketing, communi-
cation, or sales force.

If they do not do it, their competitors will.

In contrast, those who oppose it are right to
argue that it will undermine the long-term
legitimacy of the company’s own brands,
since the industrialist will not be capable of
producing a bad product. For a while the
product Olympia manufactured for Carrefour
was superior to the comparable product of the
brand itself. An examination of the figures in
the cheese sector also shows that the most
profitable cheese maker is Bel, which sells
only branded products (Laughing Cow, Mini
Babybel, Leerdammer, etc).

Rather than drawing up a pointless balance
sheet for and against, it is worth turning to
research in this case. HEC has carried out
several specific studies on this important
theme for companies in all sectors, under the
direction of M Santi (Santi, 1996). The
selected criterion is operational profitability
compared with turnover, and the sample
comprised 167 cases drawn from numerous
mass-consumption sectors. What does this
research have to teach us?

The profitability level is maximal when the
policy is the result of a voluntary strategy (9
per cent) and not an opportunistic reaction
to a short-term demand (5.19 per cent) or a
survival strategy (6.53 per cent).

The profitability level also depends on the
underlying motivations: it is at its highest
when the company is seeking to create a
genuine partnership with distributors, in

order to defend already strong brands (7.90
per cent). If the brands are weak and the
DOB manufacturing approach is an
attempt to save them, the profitability in
the sample is less (3.50 per cent).

The profitability is maximal if this is the
dominant or even exclusive activity of the
industrialist (7.51 per cent).

The profitability is maximal if the market is
not a commodity market (7.64 per cent).

The profitability is weakened by the fact
that the industrialist does not make a
distinction between its brand and the
distributor’s brand it is producing: this is an
important point, since many industrialists
distinguish between the two only through
the packaging, in order to make the most of
the economies of scale and long
production runs.

The profitability is better when the manu-
facturer works with distributors that
promote quality.

What can we draw from this HEC research
data? Whether or not to manufacture
distributor’s brand products is a strategic
choice, and should be analysed as such.

Should they do it? Refusal to do so is clearly
the result of a long-term vision: Procter &
Gamble, Gillette and I’Oréal all invest too much
in research to wish to share the benefits they
reap from it. They reserve the first fruits for their
own brands, within a structured portfolio.

Which companies should do it? There is no
correlation between any classic company
description and profitability in DOB
production: rather, profitability is linked to
the manner in which it is implemented.

In which segments should they operate?
The least commoditised possible, those where
there is still innovation.

Which distributors should they work with?
Here, too, selectivity in the choice of distrib-
utors proves to be rewarding in terms of prof-
itability over turnover.
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What becomes of these brand principles in
specific markets? It is worth asking the
question, given the disparities between
markets as varied as industry, business-to-
business (B2B) and medical prescription on
one side, and the world of service and luxury
on the other. Are internet brands controlled
using the same levers? What should we think
of the emergence of the brand in sectors such
as fresh produce, previously the domain of
generic products or a variety resulting from
nature and regional tendencies? Finally, we
should examine these new extensions of the
brand domain: countries, towns, educational
establishments, and also television pro-
grammes and sporting heroes.

These questions on the adaptation of
brand principles to specific sectors are raised
by sector managers themselves, since they
all recognise the trans-sectoral validity of
brand logic, its points of application, and
the brand activation modes, which are
bound to differ according to the different
markets. This chapter is dedicated to these
differences.

Luxury, brand and griffe

Recently there has been a surge of interest in
luxury brands. It is true that they are the polar
opposite of low cost: here, the company has
complete freedom to fix its prices — as high as
possible. How much does a bottle of Royal
Salute cost in a Shanghai disco? The answer is
€1,000. This is why financial groups have
been set up to relaunch luxury brands - the
world number one, LVMH, was born from the
talent of its founder, B Arnault, who acquired
a fading star, Dior, at a low price. Then he got
his hands on Vuitton, now the world’s leading
luxury brand in terms of financial value.

But what is luxury? How is it different from
premium brands, such as Victoria’s Secret
lingerie, Callaway golf clubs, Belvedere vodka
or Nespresso coffee? These brands are typical
of trading up, as consumers move up the
range. Admittedly there is a little of luxury’s
ingredients in these brands (better quality,
selective distribution, emotive value), but
luxury is elsewhere. Let us return to its
etymology. The word ‘luxury’ derives from
the Latin luxatio, meaning distance: luxury is
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an enormous distance. There is a disconti-
nuity between premium and luxury.

To return to the essence of luxury, it is
customers’ desire to mark their difference. The
first luxury manager was King Louis XIV of
France. Aristocracy is now dead, but it has
been replaced by the power of money.
Everywhere in China, in Russia, in the United
States and in Dubai, recent fortunes grant
more than unlimited purchasing power: they
grant power, pure and simple. This is the heart
of luxury: giving men and women of power
the privileges that accompany it. For power
must be shown off in our democratic societies.
Once upon a time, the mere name of the
noble marked the unbridgeable distance
between him or her and an ordinary person.
Nowadays, the frontier still exists and it must
be marked.

Russian oligarchs, Chinese billionaires and
Wall Street’s golden boys do not buy Victoria's
Secret or Belvedere vodka for their partners.
They want Dior, la Perla, Elit by Stolichnaya or
Krug’s le Clos du Mesnil, which has deposed
Dom Perignon. Luxury, like power, is a quest
for the absolute.

The luxury business model aims to outgrow
this niche in order to exploit the fundamental
mechanism described by R Girard: desire born
of imitating a model. Luxury brands know
how to create more accessible product lines
for those who wish to introduce a little luxury
into their lives, to enliven their daily grind
from time to time. These are luxury’s ‘day
trippers’. This created the luxury business.

What does luxury mean to consumers?

Luxury can vary as widely as East from West.
Everyone can see where it is, but it is
constantly on the move. Luxury is relative.
For a modest individual, luxury is eating in a
good restaurant once a year. For one of the
City’s golden boys, it is buying a Ferrari with
your annual bonus. For Bill Gates, it is playing
tennis with the world number one or buying a
Picasso.

Our research has delved more deeply into
the notion of luxury among consumers. There
are profound differences between people
questioned on their concept of luxury.
Analysis of the traits that — in their minds -
define luxury reveals four concepts of luxury,
each with its most representative brand(s)
(that is, those that are judged the best
example of the type of luxury by interviewees)
(Kapferer, 1998).

The first type of luxury, according to this
international sample of affluent young execu-
tives with high purchasing power, is the
closest to the general hierarchy, the average
emerging from our studies. It gives promi-
nence to the beauty of the object and the
excellence and uniqueness of the product,
more so than all the other types. The brand
most representative of this type of luxury is
Rolls-Royce, but Cartier and Hermes also show
these characteristics. The second concept of
luxury in the world exalts creativity, the
sensuality of the products. Its luxury ‘proto-
types’ are Gucci, Boss and J-P Gaultier. The
third vision of luxury values timelessness and
international reputation more than any other
facets. Its symbols are Porsche, with its
immutable design, Vuitton and Dunhill.
Finally, the fourth type values the feeling of
rarity attached to the possession and
consumption of the brand. In their eyes, the
prototype of the brand purchased by the
select few is Chivas.

We also find Mercedes in this category:
this might seem curious, given the recent
diffusion of Mercedes — now more than
1,300,000 vehicles sold worldwide each year.
However, our study dates from 1998, when
Mercedes produced only 700,000 cars per
year, and its dynamism and product attrac-
tiveness were called into question. This is
what led to the revolution we all know about
(multiplication of models, introduction of
aesthetics, the A class, the M class and so
on). Its presence as a symbol of this fourth
type of luxury testifies to the brand’s
problems. Only a few years ago, its only
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Table 5.1 Consumers’ four concepts of luxury

Consumer group Type 1 Type 2 Type 3 Type 4
What defines luxury (percentage giving each answer):
Beauty of an object 97 63 86 44
Excellence of the products 88 3 9 38
Magic 76 50 88 75
Uniqueness 59 10 3 6
Tradition and savoir faire 26 40 40 38
Creativity 35 100 38 6
Sensuality of the products 26 83 21 6
Feeling of exceptionality 23 23 31 31
Never out of fashion 21 27 78 19
International reputation 15 27 78 19
Produced by a craftsperson 12 30 9 3
Long history 6 7 16 13
Likeable creator 6 7 10 13
Belonging to a minority 6 3 2 63
Very few purchasers 0 3 2 69
At the cutting edge of fashion 0 17 36 31
Typical luxury brands of this type
according to interviewees: Rolls-Royce Gucci Vuitton Chivas
Cartier Boss Porsche Mercedes
Hermes Gaultier  Dunbhill

Source: Kapferer (1998b)

potential market was among those looking
for the luxury, not of a sensory pleasure, but
of status, the badge of belonging in a class
with money and a desire to flaunt it. We
should add, however, that in China, India,
Brazil and Russia, it is the very expensive
and status-loaded Mercedes S Class that
sells. These are de facto inaccessible cars.

Two different approaches to luxury
brand building

The only real success is commercial, yet there
are many roads to this destination. An exami-
nation of ‘new luxury’ brands such as Ralph
Lauren, Calvin Klein and DKNY proves that it is
possible to become an overnight success in the
luxury market without the long pedigree of a
Christian Dior, Chanel or Givenchy. True, these
newer brands have not yet demonstrated their
ability to endure and survive beyond the death
of their founders, but their commercial success

is evidence of their attractiveness to customers
the world over. We need to distinguish between
two different business models for brands. The
first includes brands with a ‘history’ behind
them, while the second covers brands that,
lacking such a history of their own, have
invented a ‘story’ for themselves. It comes as
no surprise that these companies are US-based:
this young, modern country is a past master in
the art of weaving dreams from stories. After
all, both Hollywood and Disneyland are
American inventions.

Furthermore, the European luxury brands —
rooted as they are in a craftsperson-based
tradition predicated upon rare, unique pieces of
work — place considerable emphasis on the
actual product as a factor in their success, while
the US brands concentrate much more on
merchandising, and the atmosphere and image
created by the outlets dedicated to their brand,
in the realm of customer contact and distri-
bution. What we see is the creation of a
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dichotomy between ‘history’ and the product
on the one hand, and ‘stories’ and distribution
on the other. Let us examine and compare these
two brand and business models in more detail.
The first brand and business model may be
represented by the luxury pyramid (see Figure
5.1). At the top of the pyramid, there is the
griffe — the creator’s signature engraved on a
unique work. This explains what it fears most:
copies. Brands, on the other hand, particu-
larly fear fakes or counterfeits. The second
level is that of luxury brands produced in
small series within a workshop: a ‘manu-
facture’ in its etymological sense, which is
seen as the sole warrant of a ‘good-facture’.
Examples include Hermes, Rolls-Royce and
Cartier. The third level is that of streamlined
mass production: here we find Dior and Yves
Saint Laurent cosmetics, and YSL Diffusion
clothes. At this level of industrialisation, the
brand’s fame generates an aura of intangible
added values for expensive and prime quality
products, which nonetheless gradually tend
to look more and more like the rest of the
market. Hence its name equals mass prestige.
In this model, luxury management is based
on the interactions between the three levels.
The perpetuation of griffes depends on their
integration in financial groups that are able to
provide the necessary resources for the first

Relations
The
Aura griffe
Money The
luxury brand

The upper-range brand

level, and on their licensing to industrial
groups able to create, launch and distribute
worldwide products at the third level (such as
P&G, Unilever and I’Oréal ). Profit accrues at
this level, and is the only means to make the
huge investments on the griffe pay off. These
investments are necessary to recreate the
dream around the brand. Reality consumes
dreams: the more we buy a luxury brand, the
less we dream of it. Hence, somewhat para-
doxically, the more a luxury brand gets
purchased, the more its aura needs to be
permanently recreated.

This is exactly how the LVMH group
operates. The model is best explained in the
actual words of Bernard Arnault, the CEO of
LVMH, the world’s leading luxury group,
which owns 41 luxury brands. What are the
key factors in the success of its brands?
Arnault (2000: p 65) lists them in the
following order:

product quality;
creativity;
image;
company spirit;

a drive to reinvent oneself and to be the
best.

Attributes

Pure creation, unique work, materialised perfection

Small series, workshop, handmade work,
very fine craftsmanship

Series, factory, highest quality in the category

The brand

Mass series, cost pressure, the spiral of quality

Figure 5.1 The pyramid brand and business model in the luxury market
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Writing earlier in his book with reference to
Dior, the ultimate luxury brand, he notes,
‘Behind Dior, there is a legitimacy ... roots ...
an exceptional evocative power ... a genuine
magic, to say nothing of its potential for
economic growth’ (p 26).

As we can see, in this pyramid model, with
its base which expands to feed the brand’s
overall cashflow (through licensing, exten-
sions and a less elective distribution system),
there must be a constant regeneration of value
at the tip. This is where creativity, signature
and creator come in, supplying the brand
with its artistic inventiveness. Here we are in
the realm of art, not mere styling. Each show
is a pure artistic event. Unlike the second
brand and business model (as we shall see), it
is not a question of presenting clothing which
will be worn in a year’s time. As Arnault puts
it, ‘One does not invite a thousand guests to
watch a procession of dresses which could be
seen on a coat hanger or in a show room’
(p 70); ‘most competitors prefer to show off
mass-produced clothing on their catwalks, or
indulge in American-style marketing. We are
not interested in working this way’ (p 73); and
‘Marc Jacobs, John Galliano and Alexander
McQueen are innovators; fashion inventors;
artists who create’ (p 75).

The creativity of the signature label, at the
tip of the pyramid, is at the heart of
the business model: within a few years of the
arrival of John Galliano at Dior, sales had
increased four fold. Never before had Dior
been talked about so much worldwide. Dior
was back at the centre of world artistic
creation for women.

The disadvantage of this model - and after
all, every model has a disadvantage - is that
the more accessible secondary lines are
entrusted to other designers, and the further
away you move from the tip of the pyramid,
the less creativity there is. In this model, there
is a strong danger that brand extensions will
show little of the creativity of the brand itself:
they will merely exploit its name.

The second brand and business model may

have originated in the United States, but we
should also include the likes of Armani and
Boss in this category, which is characterised
by its flat, circular, constellation-like model.
At the centre is the brand ideal, while all
manifestations of the brand (its extensions,
licences, and so on) are around the edge, at a
more or less equal distance from the centre.
Consequently, these extensions are all treated
with equal care, since each of them brings its
own individual expression of this ideal to its
target market. Fach portrays the brand in an
equally important way, and plays its own part
in shaping it. For example, Ralph Lauren’s
home textile extension (bed sheets, blankets,
tablecloths, bath towels and so on) is a
complete expression of the patrician East
Coast ideal and its values: indeed, the tactic of
merchandising the range in the corners of
department stores aims to create an idealised
reconstruction of a room in a house.

This second model can include brand
‘places’ such as The House of Ralph Lauren —
superstores which not only stock the entire
brand range and its various collections and
extensions, but are also specifically designed
to give flesh, structure and meaning to the
brand ideal. Ralph Lifshitz, Ralph Lauren’s
founder, built his brand on an ideal: that of
American aristocracy, symbolised by Boston
high society. Ralph Lauren’s flagship stores are
three-dimensional recreations of this fanciful
illusion (Figure 5.2).

The same model is also used by brands such
as Lacoste, created in 1933 in the days of
tennis champion René Lacoste, a Davis Cup
winner along with his friends ‘Les
Mousquetaires’, and nicknamed ‘The
Crocodile’ for his tenacity. Ever since then,
the brand’s values, which are encapsulated in
his famous chemise (meaning ‘shirt’: the word
itself is important), have been upheld by the
Lacoste family and a collection of partners,
their licensed producers and distributors.
Lacoste thus has a certain authenticity and a
genuine history, yet at the same time follows
this second business model.



100 WHY IS BRANDING SO STRATEGIC?

Figure 5.2 The constellation model of luxury brands

Indeed, the creation of this model has
nothing to do with chance: it is an economic
necessity for any brand which continues to be
sold at an accessible price point. There is no
way of sustaining an exclusive distribution
network with an average purchase of around
€65 or US$75 - that is, the price of a Lacoste
shirt — or US$60, the price of a Ralph Lauren
polo shirt. The economics only become
feasible with multiple extensions. Following
our model, this can be done in two ways. The
first is horizontal product extension to
increase brand recognition, providing that
elusive access to large-scale advertising
budgets, and breaking into different distri-
bution channels or different locations inside
the same department store. This increases the
perceived presence and status of the brand.

The second is vertical product extension to
increase average till prices. Today, for
example, Lacoste has segmented its product
range into three groups — sport, sportswear
and Club - yet has steered clear of formal
wear, which is outside the brand’s sphere of
legitimacy. This segmentation makes it
possible for customers to wear Lacoste in a
variety of situations: sport, leisure and ‘dress-
down Friday wear’. At the same time, the
average product price is increasing according

to the particular segment: the high-quality
materials used in a Club jacket explain why.
Of course, the product ranges of all Lacoste’s
extensions are arranged around this same
segmentation.

Ralph Lauren uses a similar model: its
recent Purple Collection features [talian-made
outfits produced from quality materials, and a
price tag to match: €3,000 per outfit.

This brand extension policy makes matters
easier for distributors, who have come to
understand that the rate of return increases as
the physical sales area expands. Each store can
now offer a rich assortment of products which
are no longer mere accessories, but extensions
in their own right — and in so doing, can
increase the value of the average shopping
trip.

It should be noted that ‘pyramid-based’
brands face a rather perverse problem. If they
create too many accessible extensions, they
reduce the profitability of the sales outlets. In
a Chanel boutique, it makes more sense to
spend 10 minutes selling a customer a Chanel
bag — given the margin it offers — rather than a
perfume or a product from the Chanel
Precision range. Clearly, the extension policy
is inseparable from the distribution policy.
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History-based and story-based luxury

An examination of luxury brand strategies
shows two brand construction models. The
first is based on product quality taken to the
extreme, the cult of product and heritage,
History with a capital H, of which the brand is
the modern embodiment. The second is
American in origin, and lacking such a history
of its own, does not hesitate to invent one.
Ralph Lifshitz became Ralph Lauren, taking
on the traits and character of the Great
Gatsby, a direct descendant of the ultra-chic
Bostonian high society. (See Figure 5.3.) These
newcomer brands also grasped the impor-
tance of the store in creating an atmosphere
and a genuine impression, and of making the
brand’s values palpable there. America
invented Disney and Hollywood - both
producers of the imaginary.

The psychology of counterfeiting

Counterfeiting is on the increase. It is now a
global business, involving organised groups,
and forming part of Mafia activity as a result
of the profits that it offers at the margin of
intellectual property and trademark
protection laws. It has also found a new distri-
bution channel through the internet and its
marketplace sites such as e-Bay. However, if
there is a market, there must be customers.

In Asia, the phenomenon relates to local
culture. Everyone knows the extent of coun-
terfeiting in China. There is no trademark
protection. Traditionally, Chinese culture
praises those who share and vilifies people
who keep things only for themselves.
Faithfully reproducing the master’s work is
praised in traditional Chinese education and
pedagogy. Furthermore, in the monopolistic

Cult of the product

A

French approach

to quury/

A

History

-

v
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Stories

American approach
to luxury

Merchandising in
stores, at points of
sale, and in corners

Figure 5.3 History-based and story-based approaches to luxury
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economy that dominated the Chinese
mentality for 50 years, even the notion of
property did not exist, and it was common to
see all Chinese factories carrying the same
name. Let us add that only the counterfeits are
accessible to local consumers. In these coun-
tries, everyone wants to show their neigh-
bours that they have finally arrived. Everyone
has heard about the Western brands, but very
few actually know them: they do not realise
they are buying a fake. Research has
confirmed this point (Lai and Zaichkowsky,
1999): local consumers choosing a counterfeit
or an imitation do so because they are not
familiar with the original.

Western consumers know perfectly well
which is the original: they play with imita-
tions and counterfeits (McCartney, 2005). Our
qualitative research of this phenomenon
reveals five motivations:

The feeling of getting a bargain, since
everyone knows that luxury and Nike
products are manufactured in factories in
the developing world. These consumers
deny the difference in quality between the
original and the copy, when they are both
produced in China, as is the case for some
Vuitton products. These are highly discrim-
inating shoppers. They only buy Vuitton
bags ‘identical’ to the original, admiring
the quality of the copy: it is this quality,
together with the price, that makes it ‘a real
bargain’ and enables them to carry the
copy every day, under the gaze of friends
who will not know the difference. The
purchaser of a very good imitation Bulgari
watch, a close semblance to the genuine
one she already owns, will not hesitate to
give it to one of her children for their 15th
birthday.

Revealingly, purchasers sometimes own
a true original themselves: this is what
qualifies them as experts, and gives status
to the copy chosen for its close resem-
blance. They know what they are talking
about.

The idea of brightening up functional
items: fake Ralph Lauren polo shirts, even if
they are approximate copies, are good
enough for doing household chores,
gardening or washing the car, for example.

Certain consumers willingly buy the coun-
terfeit, since they cannot or will not pay
the higher price for the original. They find
it superfluous or exaggerated to buy a
Ralph Lauren polo shirt at €60, since they
are not strongly involved with the brand.

There is also a ‘moral’ motivation among
some purchasers of counterfeits: they are
scandalised by the price of the original,
arguing that since it was manufactured in a
south-east Asian factory the cost price must
be tiny. For these purchasers, it is only right
and proper: since this brand is practising
daylight robbery, judging by a comparison
of its sales price with its cost price, stealing
from it in return is morally justified.

An original gift: rather than bringing home
a cheap Thai souvenir that will go straight
into a drawer, they bring their friends a
typical product of the country, a beautiful
imitation, a counterfeit that can barely be
distinguished from the original. This
present always surprises the recipient, and
sparks conversations on the good or bad
quality of the counterfeit. Finally, it is
certain to be used. However, this type of gift
is becoming risky, since European customs
consider the traveller who brings home
such gifts to be a receiver of stolen goods.

The fight against counterfeiting

Counterfeiting is the identical, trait-for-trait
imitation of the brand and its identifying
components: it is clearly illegal, with no need
to prove that the consumer is confused.
Perpetrators should be reported and prose-
cuted. However, longer-term action is
necessary in certain countries where it is more
than tolerated, even acceptable:
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Collective action at the level of the Foreign
Ministry or Ministry of Justice. This
involves inter-state relationships.

Collective sensitisation efforts, for example
at the World Trade Organization (WTO)
level, to develop local legal systems.

Advertising of the original brand in the
country in question. It is necessary to
familiarise people with the ‘true brand’ so
that they can distinguish it from the fakes.

Advertising on counterfeiting in tourists’
countries of origin. Action among Western
consumers in their country of origin is
educational: they must be reminded that
counterfeiting is linked to Mafia groups
and laundering drug money. It is also
juridical: bringing home a counterfeit
makes someone an accomplice and is
therefore a crime, punishable by law.

This fight is shifting continually, and requires
tact and a highly developed strategic sense. A
typical case is Lacoste v Crocodile Garments. In
November 2003, Crocodile Garments
announced at a press conference in Hong
Kong that it had signed an agreement with
the Lacoste shirt brand. In fact, the Crocodile
Garments company had registered a crocodile
symbol — a strict imitation of the Lacoste croc-
odile, but facing to the left instead of the right
- in Hong Kong back in the 1970s, and had
been exploiting this brand and the ‘Crocodile’
store chain, not only in Hong Kong but also in
Singapore and now in China. With the law on
its side, Lacoste took the matter before the
relevant courts in Singapore and China.
However, although the judgements were
always favourable, they remained unheeded
on the ground.

In the meantime, hundreds of other coun-
terfeits sprang up in China, including Cartelo
International with over 600 boutiques.
Lacoste and Crocodile Garments came to a
pragmatic and wise agreement. The latter
company could see that China was coming

under strong pressure from all quarters to
respect the WTO'’s rules: eventually it would
take punitive action against the counter-
feiters. This is why the agreement signed stip-
ulated the cessation of legal action against it,
with Crocodile Garments moreover becoming
Lacoste’s licensee in Hong Kong. In exchange,
Lacoste insisted that the counterfeit crocodile
must take a more rounded shape, be
contained in a circle and cease to be coloured
green, like the famous original crocodile of
1933. By signing this agreement, the two
companies formed a common front against a
hundred other local counterfeiters.

Service brands

There is no legal difference between product,
trade or service brands. These are economic
distinctions, not legal ones. By focusing only
on branding per se, ie on signs only, the law
does not help us much to understand either
how brands and the branding process work or
what the specific characteristics among the
various players are.

Service brands do exist: Europcar, Hertz, Ecco,
Manpower, Visa, Club Med, Marriott’s,
Méridien, HEC, Harvard, BT, etc. Each one
represents a specific cluster of attributes
embodied in a quite concrete, though intan-
gible, type of service: car rental, temporary
work, computer services, leisure activities, hotel
business or higher education. However, some
service sectors seem to be just entering the
brand age. They either do not consider them-
selves as being a part of it yet or have just started
becoming aware that they are. This evolution is
fascinating to watch, as it highlights all that the
brand approach involves and reveals the speci-
ficities of branding an intangible service.

The banking industry is a fine example. If
bank customers were asked what bank brands
they knew, they probably would not know or
understand what to answer. They know the
names of banks, but not bank brands. This is
significant: for the public, these names are not
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brands, identifying a specific service, but
corporate names or business signs linked to a
specific place.

Until recently, bank names designated either
the owner of the corporation entrusted with
the customers’ funds (Morgan, Rothschild) or a
specific place (Citibank) or a particular
customer group. Name contraction often
signals that a brand concept is in formation.
Thus, for example, Banque Nationale de Paris
has become BNP. Some observers consider this
as just a desire to simplify the name, as per the
advertising principle ‘what’s easy to say is easy
to remember’, as short signatures make it easier
to identify the signer. Such abbreviations have
definitely had an impact; however, they seem
to reduce the whole branding concept to a
mere part of the writing and printing process
solely within the realm of communication.

As they are contracted, these bank names
come to represent some kind of contract instead
of a mere person or place. In order to become
visible, this contract may take the form of
specific ‘bank products’ (or standard policies in
the insurance industry). But these visible and
easy-to-imitate products are not the expla-
nation and justification for why they have
decided to build a true brand. They are merely
the brand’s external manifestation. Banks and
insurance companies have understood the key
to what makes them different: the relationships
that develop between a customer and a banker
under the auspices of the brand.

Finally, one aspect of service brands that
contrasts with product brands is that service is
invisible (Levitt, 1981; Eiglier and Langeard,
1990). What does a bank have to show, except
customers or consultants? Structurally, service
brands are handicapped in that they cannot
be easily illustrated. That is why service
brands use slogans. No wonder: slogans are
indeed vocal, they are the brand’s vocatio, ie
the brand’s vocation or calling. Slogans are a
commandment for both internal and external
relations. Through a slogan, the brand defines
its behavioural guidelines, and these guide-
lines give the customer the right to be dissat-

isfied if they are transgressed. Claiming to be
the bank with a smile or the bank who cares is
not enough. These attributes must be fully
internalised by the people who offer and
deliver the service. The fact that humans are
intrinsically and unavoidably variable is defi-
nitely a challenge for the brand approach in
service industries.

This is why brand alignment has become so
important if the whole organisation is to ‘live
the brand’ (Ind, 2001). Brand alignment is the
process by which organisations think of them-
selves as brands. The brand experience in the
service sector is totally driven by what
happens at points of contact, where
customers meet the company’s staff, sales-
people and so on. This is true of Starbucks as
well as of Citibank or HSBC. It is also crucial at
Dell. This company is actually not a computer
manufacturer but a service company, identi-
tying each client’s need and assembling the
product to fit it. There is hardly any R&D
investment at Dell. All the efforts are concen-
trated on the customers and organising the
company by customer segment to better listen
and react. People are essential in this process,
not machines.

Branding in the service sector entails a double
recognition. Within the company, people must
recognise the brand values as their own. The
internalisation process is crucial. It means
explaining and justifying these values to each
cell within the company. It also means stimu-
lating the self-discovery of how these values
might modify everyday behaviour. At the client
level it also means that clients recognise these
values as those to which they are attracted.

One point must not be overlooked. Brand
management in the service sector means not
only delivering a differentiated experience but
ensuring that the resulting satisfaction will be
attributed to the right brand. This is why the
design and branding of all contact points are
so important. Places of business, call centres,
websites and the like must all convey the
brand. Just posting one’s logo on the front
door is not enough.
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The human component of the service
brand

In services, there is no difference between the
internal and the external. In other words, it is
what is behind the brand that makes the
brand. Thus, on a return flight from Tokyo to
Paris, customers of the airline are in contact
with its staff for 14 hours at a time. It is the
attentive personnel who carry the brand, not
a few seconds of stealth advertising. This is
what makes passengers forget the frustration
of the delays that build up from the
beginning, disrupting executives’ best-laid
plans. What has built Starbucks’ worldwide
reputation, if not the politeness of its
employees? For products it is quite the
opposite: Evian is visible in bottles, in shops
and in advertising. We never see the factory or
the workers.

The first consequence of this is that the
service brand is constructed internally.
Orange is built up through hours and hours of
training all staff how to behave in an Orange
way, according to Orange’s codes and values.
This concerns all points of contact with the
customer, in the store, from the call centre or
over the internet. The second consequence is
that employees cannot be expected to treat
customers well if they are not happy them-
selves. In order to create the relaxed, warm
atmosphere that characterises Starbucks, its
founder Howard Schultz innovated by
responding to the worries of many part-time
staff: with good health insurance cover, for
example.

Another essential distinction between
services and products is that the ‘factory’ is in
the store. The location for the service
production (or serviduction, as the late
lamented E Langeard called it) is also the place
of its consumption: post office, hospital or
restaurant. This is why it is so important to
take care of the little details, since they lead to
expectations and feelings. The rise of architec-
tural and interior design expresses the desire
for greater control over the impressions

produced by the immediate environment on
what is known as the customer experience,
and therefore customer satisfaction.

Since service is carried out by people, their
variability is a risk for the brand. The brand
promises regular and dependable quality -
hence the importance of defining strong
behavioural norms, supported by plenty of
training (McDonald’s and Disney are models
of this type). The alternative is to keep the
personalised connection between customers
and the agents themselves, who found a
lasting relationship, based on mutual recog-
nition. However, this second approach
conflicts with the need to move staff around.

Service, process and recruitment
brands

In the services sector, in order to carry out the
primary function of any major brand (guaran-
teeing the same quality of service), the brand
is necessarily linked to the setting up of
internal and customer-facing processes. To
take the example of accounting and audit
consultancies, to be ‘Mazars’ is to differentiate
oneself from the big international agencies,
the famous ‘big four’ who are all Anglo-Saxon,
and therefore offer a different culture.
However, it is still necessary to homogenise
the internal processes, to provide more regu-
larity and the client experience. The brand is
not only a common seal linking profoundly
independent agencies in order to give an
impression of size, but the sharing of the same
concept of the profession. In services, it is
important to make the intangible tangible —
hence the importance of common processes.

Naturally, this has an impact on what is
commonly known as the employer brand,
since the raw material of service is the person-
ality and competence of the people. For the
employer brand, the task is to develop its
reputation among executives or students of
the top universities, based not on better
salaries, but on shared values.
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Brand and nature: fresh produce

Many mass-consumption food product
brands were born through the disappearance
of fresh produce in bulk. Sweetcorn, peas and
gherkins were all canned, giving birth to
Green Giant, Saupiquet, d’Aucy, Amora,
Bonduelle and so on. Findus was the first
brand to freeze vegetables. Fleury Michon
produced plastic-wrapped ham. The big
brands were therefore born through providing
progress and practicality, precisely connected
to the removal of the vagaries of fresh produce
and the drawback of its perishable nature.

Innovation in fresh produce

We are present at a major event among small
retailers in the traditional markets themselves:
the emergence of fresh produce brands. A
stroll past market stalls, or very early in the
morning at Rungis, the world’s biggest
wholesale market, is enough to show this.
Although they are a minority in number and
market share, their innovative approach is
clear: they have inserted themselves into the
mounting campaign against poor eating
habits, which advises people to eat fresh fruit
and vegetables daily. Fresh produce, however,
has an intrinsic variability derived from the
vagaries of nature: some customers prefer
more regularity and certainty. Here we find
the essence of the brand, the suppression of
perceived risk — here the qualitative risk of
pleasure and taste.

This is what the Saveol tomato brand, the
Philibon melon brand from Guadeloupe and
the Gillardeau oyster brand, to mention but a
few of the best known, have done: it is the
sign of a true brand policy. It would be wrong
to assume that these brands are products of
communication: as always, everything began
through product-related innovation. They
are based on flavour, and the shape that
makes a food item either more practical or
more interesting.

The Saveol brand is the banner under which
dozens of tomato producers have joined
together, united by a single desire to create a
superior and different product, to respect the
same innovative production processes while
eliminating insecticides (replaced by lady-
birds), and to invent a true range of flavourful
products, in previously unseen forms suitable
for different types of consumption (cherry
tomatoes, olive tomatoes, etc). This policy of
innovation is accompanied by mass-media
communication: Saveol’s objective is for its
name to be the tomato brand spontaneously
cited by half the population by 2010.

Philibon, the melon from Guadeloupe,
guarantees exceptional flavour all year round.

Mr Gillardeau is the creator of an
eponymous brand that has become
omnipresent in restaurants in just a few years.
The brand guarantee relates to the qualitative
aspect of Gillardeau oysters, with guaranteed
taste and flesh all year round, everywhere in
the world. Gillardeau has built its brand
through the restaurant trade, which has then
rebounded into a reputation among the
general oyster-eating public. The market
insight on which the brand is based comes
from an understanding of the problems faced
by restaurateurs, who wish to ensure a strong,
risk-free experience for their customers. Top-
of-the-range restaurants made Gillardeau a
success, since these restaurants want to avoid
any possible problem or disappointment with
their oysters: they are committed to the
pursuit of perfection. However, its market also
contains the small quality brasserie, which by
only offering Gillardeau oysters can reassure
customers, who habitually mistrust the prove-
nance of the oyster basket.

Furthermore, Gillardeau was able to
implement a selective and controlled distri-
bution policy, ensuring exclusivities at the
wholesaler level, so that it knows exactly
where it is sold and where it is not. Control
over its own distribution is the first condition
of the premium brand.
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Wine brands

Wine may also be considered as the appli-
cation of a brand to a living product. The
majority of new wine consumers in France,
and more particularly in other countries, justi-
fiably expect no surprises from wine: they
expect to find the same pleasurable taste each
time, as with Coca-Cola. The major American
successes of Yellow Tail, and also Two Bucks
Chuck (wine priced at US$2, as its name
suggests) and the Australian Jacob’s Creek, are
a specific response to this expectation.

These wines have brushed aside the old-
world wines, since they were designed entirely
on the basis of the expectations of the modern
(generally Anglo-Saxon) customer and of the
distributor. They are the answer to the B to B
to C world in which we are now living (see
page 152). The key components of their
success are these:

the ability to supply mass distribution in
quantity (therefore reaching critical mass
in production terms: an end to the
patchwork of small independent coopera-
tives, and the emergence of big capitalist
groups);

a fruity, easy to drink flavour, designed to
please consumers who generally drink beer
or soft drinks, with priority given to white
wine served chilled;

maintaining the taste of the wine from year
to year, thanks to the blending of different
sources;

the lowest production costs, thanks to
legitimate innovations in productivity,
which make it possible to reap higher
margins, capable of largely financing their
distributors;

investment in the brand, rather than the
region, so as not to be limited in quantity,

and above all to generate loyalty to a single
name: the brand’s own;

logical grape variety: remember that
modern customers are not brought up on
wine;

the capacity to create a national sales force
to visit all points of purchase and carry out
promotions at point of purchase (brand visi-
bility means the product will be picked up);

investment in communication to cause the
brand to emerge in spontaneous awareness,
and therefore set itself apart from the thou-
sands of small wine brands;

the capacity for regular innovation, in
order to make waves in the press and
achieve good scores from juries, or in wine
magazine categories;

labels written in English, since the wines
hail from California, or Australia or New
Zealand, or even from South Africa.

There is nothing to say that we will never see
international brands for French wine, other
than the classic grands crus. B Magrez has
provided an example, creating the generic
Bordeaux brand Malesan 15 years ago,
followed since then by Baron de Lestaque. It is
true that there are more than 3,000 Bordeaux
wines named ‘chateau’, and the unevenness of
the taste quality and the low prices have
undermined the confidence once placed in the
‘chateau’ label. Malesan owes its success to its
ability to supply in quantity a product that
customers like, for every day, and therefore at
an accessible price. The first condition for a
table wine brand is the existence of production
capacity able to meet the expectations of mass
distribution: from this point of view
Languedoc-Roussillon, the world’s largest
vineyard, offers genuine opportunities and the
necessary flexibility for adapting supply to
demand, rather than the other way around.
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Pharmaceutical brands

Some might be surprised to hear talk of phar-
maceutical brands, since the role of a drug’s
constituents, and therefore of the intimate link
of the active ingredients with the success of the
drug, seems to defy any other element.
Nevertheless, doctors do not prescribe
products, but brands, where the generic
product is not available. Science comes to us
not in the form of the international scientific
denomination of the chemical compound, but
in the form of its brand name: Zantac, Tagamet,
Clamoxyl, Prozac, Viagra and so on, not to
mention medicines sold without prescription,
which fall under classic marketing (Malox,
Aspro, Doliprane and so on).

The medical environment is characterised
by several factors that outline how and why
‘brand building’ is specific to it:

All prescribers are known, put on file and
stored on a database, some even visited
directly several times a year (if they
represent large volumes). In each country,
there are a limited number of doctors,
specialists and so on. It is therefore a closed
environment. Each laboratory has one or
more sales forces, known as medical dele-
gates, who personally meet with all the
doctors in order to inform them of the
progress of the medicines they are tasked
with promoting.

The available information is almost
complete. Through doctors’ panels and
pharmacists it is possible to know which
doctor is prescribing what, and in what
quantities, for what conditions, together
with which other drugs, and so on.

In this market, it is possible to model
demand in an econometric fashion, due to
the completeness of the information. Each
laboratory is aware of the pressure it exerts
on each doctor (measured by the number of
visits, the time of the visit, the number of
calls, time spent on the internet, etc). Since

they also know the effect on sales through
medical prescription, it is possible to
establish a mathematical function linking
inputs with outputs, causes with effects.

The subject is highly scientific. Even if
‘business to consumer’ communication is
now sometimes permitted under certain
stringent conditions, the end client has
little say in the final prescription decision,
although this does not mean no say at all.
In fact, a general public medical culture has
grown up in our ageing, over-informed
societies: all mass-media magazines regu-
larly talk about advances in the treatment
of this or that ailment. Without citing the
drug prescribed by name, they talk of active
ingredients. The internet has also consid-
erably increased the general public’s level
of awareness — nowadays, although people
respect their doctor, they also have their
own opinion. Furthermore, general practi-
tioners wish to generate loyalty in their
clientele: they listen to their clients.

Prescription is increasingly influenced by
the final payer: this is particularly true of
generic drugs. Aware of the enormous and
growing black hole of health spending,
public authorities have exerted pressure for
a compulsory switch to generic drugs,
where possible. The pharmacist has even
been given the right of substitution: if a
generic exists, the pharmacist has authority
to substitute it for the brand-name drug
indicated by the doctor. If the patient
refuses, he or she will receive a smaller
reimbursement from their mutual fund.

It is a market where, given the short
lifespan of patents — 20 years — the day and
year of the generic drug’s launch can be
predicted. Brand-name drugs attempt to
delay this date, the signal for their
programmed decline, which may be slower
or faster depending on the country:

— for example, through patenting of
original medicinal forms;
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— or through continual modifications to
the product, in order to extend the
patent’s duration of protection;

- or through hyper-segmentation of the
range and the dosages, in order to make
the generic drug less profitable;

— or through a lowering of prices at the end
of the product’s lifecycle to make the
switch less attractive.

Public authorities, however, tend to oppose
these manoeuvres, because the pressure on
public health finances demands drastic
savings.

We should also note that certain countries,
such as Thailand in February 2007, have
decided to bypass intellectual property rights
by authorising the manufacturing and storing
of generic forms of two famous anti-AIDS
drugs, while they are still under patent
protection. The Thai government invokes the
argument of protecting its population: these
two drugs are too expensive and therefore not
accessible. AIDS is causing devastation in
Thailand. Note that France did the same when
it was a question of building stocks to protect
the French population against the risk of
anthrax, in the case of a chemical terrorist
attack.

It is an increasingly regulated market.
Given its low margins, if too many generic
producers offer the same product, they will
struggle to turn a profit. Thus, in some
countries, the state gives one leading
generic producer leave to market even
before the expiry of the patent, or to enjoy
a temporary monopoly.

It is a market where counterfeits now
flourish. In fact, the active ingredients of
drugs can be bought at very low prices in
India or China. It is therefore easy to manu-
facture counterfeits. To date they have been
sold via the internet, at the internet user’s
own risk. However, they are now finding
their way into pharmaceutical channels.

Case study: How branding affects
medical prescription

Brands create value both for the company and
to those that decide to use them. This is done
by a dual quest of differentiation on tangible
dimensions but also on intangible dimen-
sions. This quest is often not simultaneous:
most brands start as the mere name of a
product innovation. Once they achieve
success, they are copied and the intangible
dimension created by the communication of
brand identity creates a form of protection:
products may be similar but consumers
choose one brand instead of another. This is
the effect of habit, of proximity, of leadership
and pioneering aura, and essentially of the
need for reassurance. However, protections do
not last: there is a need to recreate a material
differentiation by innovation that delivers
tangible benefits through improved products
or services.

Very few sectors demonstrate the value of
branding as much as the pharmaceutical
sector. This sector is dominated by the
ideology of progress through science. Those
prescribing drugs are rational and make what
they perceive as the best choice for the
patient. Normally this should imply a
product-driven market, in which brands are a
forbidden word.

Recent research has shown however that
medicines have a personality, as do all brands.
By ‘personality’ we mean that both generalist
doctors and specialists find it possible to
attribute human personality traits to medi-
cines. Not only did they not refuse to answer
questions about brand personality, but statis-
tical data analysis showed that some of the
personality traits they ascribed to drugs were
correlated with prescription levels (Kapferer,
1998).

When looking at Table 5.2, you will see that
the anti-ulcer medicines that are most
prescribed are described as more ‘dynamic’
and ‘close’ than other forms of medication. A
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Table 5.2 Brand personality is related to prescription levels

Personality score (1 to 3) of highly prescribed vs less prescribed medical brands

Anti-hypertension Antibiotics Anti-ulcer

Low P High P Low P High P Low P High P
Dynamic 2.01 2.20+++ 2.17 2.37+++ 2.10 2.46+++
Creative 1.87 1.92 1.81 1.93+ 2.03 2.22+++
Optimistic 2.02 2.21+++ 2.00 2.23+++ 2.22 2.31
Prudent 2.13 2.11 2.08 1.98 2.08+++ 1.90
Hard 1.58+++ 1.39 1.70+++ 1.45 1.56+++ 1.31
Cold 1.67+++ 1.45 1.72+++  1.40 1.60+++ 1.33
Caring 2.04 2.11 2.01 2.09 2.03 2.09
Rational 2.28 2.23 2.38 2.27 2.23 2.15
Generous 1.85 1.95 1.87 2.02+++ 1.93 2.02
Empathetic 1.88 2.09+++ 1.90 2.02++ 1.99 2.01
Close 2.06 2.09 2.16 2.25 2.08 2.13
Elegant 1.97 1.97 1.99 2.04 1.92 2.03
Class 2.01 2.04 1.87 1.94 1.93 2.20+++
Serene 2.10 2.12 2.12 2.25+ 2.20 2.11
Calm 2.15 2.07 2.16+ 2.04 2.12+++ 1.90

Source: Kapferer (1998)

(+++ level of statistical significance)

product, an active ingredient cannot be
dynamic or close; a brand can. Thus brands of
drugs do have a mental existence and
influence in the minds of the prescribers.

Interestingly too, Table 5.3 shows that
although they recognised the products them-
selves as being totally identical and saw two
brands as fully similar in the functional
benefits they delivered, respondents
prescribed one three times more frequently
than the other. However the chosen one was
endowed with significantly more ‘status’ than
the less chosen one. Status is an intangible
dimension created by impressions of lead-
ership) of presence, of proximity to the
doctors, of intensity of communication. It is
created by marketing once the drug has been
developed. Once created, this serves as
competitive edge against ‘me-too’ products, at
least before a new drug replaces the existing
one as market leader.

This example illustrates the fact that even
in the high-tech sector, brands are a psycho-
logical reality, which operate even in the
context of rational decision makers who are

disposed to make optimal rational decisions.
Choice is always a risk: products increase the
range of choice, and thus of perceived risk.
Brands make choice easier by reducing the
likelihood of choosing alternatives to the
market leader.

The choice of the English word ‘likelihood’
here is interesting because it implies both a
statistical concept (probability) and the medi-
ating process by which alternatives are being
more chosen (they are more ‘likeable’).
Branding is thus a consumer-oriented
response to the problem of decision making in
opaque and dense choice environments.
Brand spontaneous awareness and posi-
tioning (linking to a need) are short cuts that
are very helpful for decision making. Brands
do create a decisional bias: as such they facil-
itate choice and reduce perceived risk
(Kapferer and Laurent, 1988).

These examples illustrate the relationship
between the product and the brand: there is a
natural interaction between them. Brand
mission determines what products or services
should be created. These innovative products
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Table 5.3 The brand influence in medical prescription

Category: anti-ulcer

Brand A Me-too
Product image
Efficient 2.9 2.9
Rapid 2.7 2.7
Prevents recurrence 2.7 2.7
No side-effects 2.7 2.6
No anti-acid 2.6 2.6
Low cost 1.4 1.4
Brand status
It is a reference product 3.7+ ++++ 3.1
High reputation 3.8+++++ 3.3
Superior quality 3.3 3.1
Major product 3.7+ 3.6-
Prescription 6.7+++++ 3.3----

Source: Kapferer (1998)

endowed with a value-adding identity create
attractiveness, and encourage trials, repeat
sales and loyalty despite incoming copies and
low-cost alternatives. However, new
disruptive innovations may shift clients’ value
curves, hence change their preferences. This
means that the brand cannot be defended
only through intangible values: even the
much admired Jaguar brand went broke and
had to be bought by Ford to enable it to regain
the capacity to make high-quality and high-
tech cars for today’s exacting new affluent
consumers.

Prescription therefore typically follows a
‘two-steps flow of influence’ model.
Communication with leaders creates status
and reputation, which then makes it
necessary for people to be informed about this
brand that everyone is talking about: famil-
iarity with the product follows this desire
created by its reputation. (Figure 5.4)

Tomorrow, for certain chronic illnesses, it
will be even easier to carry out direct to
consumer (DTC) information advertising,
mentioning the laboratory and the active
ingredients of the drug, but not the brand.

Today, the role of the internet in the
dissemination of information to patients,
who know more on the subject than their
general practitioners do, and interrogate
them about the new brands and compounds,
is being measured. When updating this
research, the patient’s own point of view
should be included as a new lever in medical
prescription. Thanks to the internet, patients
arrive at their doctor’s office already well
informed: they have heard about this
treatment or that drug on a blog, a forum, a
website, in a women’s magazine and so on.
Doctors need to generate loyalty among their
clientele and are reluctant to act against the
patient’s wishes, even if they can. For chronic
illnesses, the patient’s feelings on the
unpleasantness of the treatment also play a
part. Price should also be integrated as a new
lever: in fact, the preoccupation with
reducing health expenditure is now shared by
doctors themselves.

In another of our studies, we showed how
certain facets of the laboratory’s image can
directly influence medical prescription. This is
why, in today’s global drug marketing, it is
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Figure 5.4 How brands impact on medical prescription

first necessary to establish the laboratory’s
credibility, one country at a time. In this way
it can then enjoy the source effect.

Becoming aware of the intangible

The research outlined above shows that the
intangible factor is also present in medical
brands, and in this they are brands in the
fullest sense. Big brands inspire confidence,
and have an attractive personality. However,
big brands sometimes possess an intangible
dimension that escapes the laboratory, in
both senses of the word: due to its rationalist
culture, it is not aware of it, and also it does
not control it.

Prozac is a major brand. Its reputation has
in many ways transcended the context of a
medical environment. In fact, more than
simply a drug, it is a cultural revolution. By
launching Prozac, Lilly did more than launch
a new anti-depressant: without knowing it, it
overturned Judeo-Christian ideology. Could it

be that man was no longer born to suffer?
Prozac owes its diffusion to the fact that it is
now possible, even apart from genuine
depression, to smooth over emotional
traumas (divorce, relationship breakdown and
so on). It now seems that forces in the service
of this ideology have chosen it as a target.
Those sects that exploit the fragility of indi-
viduals in distress to recruit members have
even attacked this drug by any means
possible. Clearly, it is the intangible factor
that drives the emotion.

The laboratory brand

In a second piece of research, we investigated
the importance of the laboratory’s own image
in medical prescription. Of course the charac-
teristics of the brand-name drug outweigh
everything else, as they should, but the image
traits of the laboratory appear in fifth place, in
particular the laboratory’s perceived compe-
tence in the field, and its ability to hear and



BRAND DIVERSITY: THE TYPES OF BRANDS 113

respond to information from doctors (highly
reactive services and call centres, consul-
tation, the type of medical delegates, and so
on) is also significant. They wish to know ‘the
brand behind the brand’. This means that in
the worldwide launch of a new drug, it is first
necessary to establish confidence in the labo-
ratory itself among opinion leaders and
prescribers, country by country.

The business-to-business brand

Managers working in the B2B domain regu-
larly complain of the lack of theorisation on
B2B brands. They are rarely found in academic
works on brands, where most examples are
drawn from mass-consumption brands,
generally food products with low
involvement (yoghurts, soft drinks and the
like). This is why, in this book, we have
purposely used different examples and intro-
duced a genuine variety of sectors, in order to
establish the relevance of the models
proposed as a tool for decision making.

Is B2B different?

Is B2B really different? For us, the B2B
argument is used as a standard, reflecting above
all the need for recognition of the sector for a
world that receives very little attention. The
seminars we run for B2B companies clearly
show what their principal request is: models
are attractive, but need to be demonstrated and
illustrated in a B2B context. Moreover, the
notion of B2B itself is illusory: it does not
reflect a homogeneous reality. For example, the
so-called ‘Soho’ market (small office, home
office) functions at a purchasing level very
close to the mass or general public markets. We
can observe a concentration of distribution
under international names such as Office
Depot or Staples, which subsequently create
their own brand products and substitute them
for the producer’s brands wherever possible. In
contrast, the high-voltage electrical equipment

market, based on invitations to tender, is
entirely different in nature. Another difference
is linked to the question of whether the
company buys personalised, made-to-measure
products or solutions, or service, or just a cost?
Finally, can we really place the purchase of
silicons from Dow, bleach from Arkema,
oxygen from Liquid Air, and customer rela-
tionship systems such as those from SAP or
Sage on the same level?

One thing is certain: there are indeed B2B
brands. If we define the brand as a name with
power, a name considered by industrial
players as an indispensable reference in
conjunction with a particular need, there are
plenty of examples.

First, the B2B world has its product brands:
for example, the building trade buys Giproc or
Pregipan plasterboards, Sikkens or Levi’s
paint, Agilia cement, Daikin air-conditioning,
Legrand or Hager electrical equipment,
Technal or Wicona aluminium and so on. The
automobile sector, although under constant
pressure on prices, is conscious of equipment
brands such as Sekurit for windscreens and
Gefco for logistics requirements: the transport
upstream and downstream of supply chains of
industrial production. Note that these
product brands are often names of former
companies that, once acquired by a group,
cease to be companies and become brand
ranges in a catalogue. This is the case for
Giproc — now owned by Saint Gobain — and
Merlin Gerin at Schneider Electric. Of course
these names alone do not ensure sales and
loyalty generation, but they contribute
strongly to it.

Next, studies also show the influence of
corporate reputation. This is composed of
awareness and the image of power,
commercial dynamism, innovation and
ethics. It influences the selection of a
company in weighty decisions — weighty
because of both their financial total and the
length of the commitment. There is a high
degree of correlation between the recognition
and image of a company and the readiness to
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‘strongly consider this company for any future
tenders’, or even to refuse to do so. Of course
this does not mean that it is the only factor
affecting the choice: in fact, in an industrial
environment, consideration does not equal
selection, and the tangible components of the
tender and the price will of course weigh
heavily. It does prove, however, that the name
of these companies has acquired the power of
a brand as a result of the specific reputation
they have built through their expertise and
their skill in communicating it. To be
considered on the mental, or even the official,
‘shortlist’ is one of the major benefits of a
brand - that is, the reputation that is attached
to it. When the brand no longer possesses this
powet, entire sectors fall to the principle of the
lowest bidder, where only the price per kilo or
per tonne counts. The function of a brand
policy is precisely to avoid this.

Is there no difference, then, between B2B
brands and B to B to C brands? In our view
there is one essential difference: pressure on
costs. B2B purchasing generally forms part of
the cost price of another product. A truck or a
set of tyres for an articulated lorry is part of
the price of transport, which will conse-
quently affect the sale price of products trans-
ported by road. In fact, freighters are
demanding ever lower prices from trans-
porters, who increasingly view their truck or
tyre purchases from an accounting, even a
financial, perspective. This leads to a
constant B2B pressure towards commoditi-
sation. This difference has a major effect on
three facets of the brand: the brand function,
the brand weight, and the brand’s point of
application.

Functions of the industrial brand

In our research on sensitivity to brands, with
Professor G Laurent (Kapferer and Laurent,
1995), the brand’s role as a reducer of risk
quickly became apparent. This is not enough
in many mass consumption markets:
consumers no longer see any risk there. In

B2B, very often the products and services play
a part in the composition of the products sold,
making them components of customer satis-
faction and therefore reputation. The Lafarge
signature is important for concrete, just as the
word Siemens is important for turbines. Of
course, concrete could be considered a
commodity, where suppliers have shifted the
competitive playing field towards services. In
the choice of concrete, however, engineering
consultancies issuing invitations to tender are
sensitive to the risks linked to failures in
building infrastructure. This may not be a
question of an individual suburban dwelling
in Calcutta in India, but of a new council
housing office, or a planned new skyscraper in
Berlin.

In B2B, every ingredient forms an integral
part of the offer that the purchasing company
makes to its own clients. Its reputation
depends on them. This is why car manufac-
turers, with their mechanical background,
buy Bosch, the specialist in electrical
equipment. They know that the weak link in
today’s cars is not the mechanics, but the elec-
tronics. The company ‘covers itself’ by buying
from the top name in the sector for its clients
downstream. Furthermore, nowadays it is the
equipment makers that provide the innova-
tions. Automobile brands are designers and
builders. This is why in B2B it is so important
for a brand to worry about the clients of its
clients. This is where the big brand’s function
as a guarantor of quality comes in.

This is its first, even its predominant
function in B2B, as the level of perceived risk
rises. However, this is not its only function:
the B2B brand is also an instrument of pride.
It can add an intangible dimension that also
increases the brand’s potential to attract and
earn loyalty. For example, the American
company ITW (International Tool Works) has
always spurned umbrella, multi-sector brands.
It sells equipment and tools to carpenters,
electricians and plumbers, taking care to offer
them a brand for each trade. Thus Stihl is
dedicated to carpenters alone. This differenti-



BRAND DIVERSITY: THE TYPES OF BRANDS 115

ation makes it possible to capitalise on each
profession’s conviction that it is different, and
its desire to mark that difference: tool brands
either help or hinder this.

One of the problems causing the fall in sales
of Black & Decker — a multi-market umbrella
brand - is that it sells both to the general
public, through major stores, and also to
professionals, forgetting the brand’s intan-
gible function as an instrument of self-
expression for professionals. In the same way
that wearing Nike is a source of comfort, but
also of a symbolic association with the world
of Olympic or baseball heroes, buying Stihl is
a way of saying, ‘I am with the carpenters, the
professionals.” Black & Decker has destroyed
part of its intangible value by extending the
umbrella so far, lumping the professionals
together with the general public. It is reacting,
but too late, by launching a new brand dedi-
cated to professionals alone, De Walt.

When the IBM PC was the best-selling PC,
everyone was in agreement that the product
was average, or in any case far from being the
best. However, in 1981 it was reassuring to
company IT directors who were uncom-
fortable with this new market (of personal
computing), since it came from their supplier
of larger systems: the giant IBM. For users, the
IBM seal offered them the satisfaction of
saying to themselves (mentalisation) or
communicating to others (self-reflection) that
they must be serious executives, since they
had an IBM. The recent transfer of IBM to Le
Novo (a Chinese company) reflects how much
the PC market has been commoditised. The
perceived risk in the purchase has shifted from
the assembler of the PC to the components
themselves (Intel, AMD), which now become
parameters of choice, and the operating
system (Windows Vista). Hence the struggle
for component manufacturers to build them-
selves up as brands: that is, as major choice
criteria. They do this through co-branding
and major financial involvement in the
communications budgets of their partner
assembly brands.

The weight of the industrial brand

An enduring suspicion regarding the real
weight of the brand in industry decisions
relates to the questioning methods used in
the sector — surveys with direct questions are
used. Thus, during a study on the factors
involved in the choice of a maritime trans-
porter for major shippers (such as the indus-
trialists Saint Gobain for glass, and Michelin
for tyres), the five main criteria given by
logistics directors were price, dates and times,
reliability, capacity for last-minute delivery,
and the availability of information
throughout the journey. The brand is the last
criterion named. In contrast, when an
indirect questioning method is used, of iden-
tifying choice factors — by varying the param-
eters of maritime companies’ offers and
examining the impact on the shippers’
choices — we see that reputation (or in other
words, the brand) becomes a key factor, if not
the principal factor.

There is nothing irrational in this, as too
many people in the industrial sector expe-
rience it or say it. How, in fact, can one know
in advance whether everything will go well
before and during maritime transport? None
of us are soothsayers. We must therefore make
hypotheses: a well-known brand is not well
known by accident. It carries in itself the
quasi-certainty — subjective but based on
experience — that everything will go well, or
better than it otherwise would.

It would be wrong to suggest that repu-
tation (and therefore the power of the brand)
is the number one criterion in all B2B selling.
Guilbert, the office furnishings distributor,
delivering direct to companies, owes its prof-
itability to its product policy. Guilbert sells
first and foremost its remarkable service to
companies. Products come second, with
Guilbert attempting as far as possible to
substitute its own products for branded
products: in fact, the latter are now in a
minority. It retains only a few Scotch
products, for example, and not all of them: it
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offers adhesive tape under its own NiceDay
brand. Of course, it is sometimes still obliged
to offer Stabilo Boss, Bic Crystal and Post-Its,
and the Dymo label printer, but that is all.
And yet all the brands deleted from its cata-
logue are well known. Today, however, this is
not enough. The end users - secretaries,
managers or employees — do not even notice
that the product they find on their desks is
not the true Post-It, but a cheaper distributor’s
brand copy. A strong brand is a brand with
indispensable products or with strong intan-
gible added value (reassurance or pride).
What makes a product indispensable? The
patents that protect it, the communication
that makes its name the key reference in the
category among users themselves (down-
stream, therefore the professional buyers) and
prescribers (upstream), and of course the
innovation that maintains this status as the
key reference and gives it an advantage over
distributors’ copies and low-cost Asian
products imported by the distributors. This
innovation may relate to the products, but
also to the services provided to intermediaries,
installers and distributors. A brand is more
than a timely product. It is a mutual, long-
term dedication of one business to another.
This shows us that among industrial
distributors, and now in B2B, there is an
obsession with substituting brands, as
Carrefour has done since 1967 in the mass
market. A study among wholesalers of electric
heating indicated that they had in stock three
electric water heaters: the first because
‘everyone asks for it’, the second because
‘people ask for it’, and the third for its price.
Saying that ‘people ask for it’ clearly reveals
that in the industrial sector, the brand is a
prescription. All of the brand’s B2B marketing
should focus on the distributor’s clients, or
the professional buyer’s clients within the
company. If this prescription is not created,
for example through a dedicated sales force,
then the brand enters into a downward spiral
through the distributor and the buyer, who
only thinks about the price. Legrand’s great

strength is that it has understood this:
Legrand has made its brand such a ‘must’ for
electricians that to Legrand, wholesalers are
merely stockists. It needs them only for this
stock function.

The corporate and the brand

One of the characteristic traits of the B2B
brand is that it has a double nature. It may be
the company itself, or the products and
ranges, or a combination of the two. However,
the level of risk is such that the reputation of
the source and of the company is most often
called into play.

At Air Liquide, the brand is the corporate
name for the sale of commodities with little
differentiation: the prestige attached to this
leading company cannot overcome a price
handicap, but where prices are the same, it
will add its guarantee of seriousness and regu-
larity of provision. It may even be enough to
justify a small price difference. In order to
move away from the ‘commoditised’ market,
Air Liquide has developed and co-created
specialised lines, together with its clients,
such as for example the gas brand Aligal,
intended for the preservation of fresh produce
in plastic packaging. These innovations carry
a name that refers back to the corporate name
through its prefix (Al) and specifies the desti-
nation market. At Gaz de France, the range of
prices and associated services has been
promoted under the Provalis name, in order
to de-commoditise it.

Industrial B2B companies often believe that
they can manage without the corporate brand
reputation, and that only the product repu-
tation matters. This is an error that passes
unnoticed until the day that financial analysts
signal undervaluing on the stock exchange
arising specifically from the absence of a
brand. This is the case with Sage. Sage is rather
like Europe: an economic giant, but a political
dwarf. Sage is one of the giants of
management software for companies, but it is
not recognised as such. It is true that the
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company has grown through external growth,
buying companies that became product
names within its product portfolio (of
management software). With a turnover of
€1.4 billion, Sage is an expert in marketing
products and remarkably successful at selling
them. Its competitors in this market are SAP,
which turns over €8 billion, Oracle, which
turns over €4 billion, and Microsoft, which
turns over only €0.7 billion but has the
highest growth rate in the software market for
SMEs. These figures suggest to the stock
market that a consolidation is on the cards: it
awaits a takeover bid for Sage, which appears
to show a lack of dynamism, due to its low
recognition as the key actor in the sector. The
stock market wants Sage to demonstrate that
it has the capacity for organic growth.

Divided by market, Sage allows its divisions
to run their own autonomous communica-
tions: the largest divisions therefore commu-
nicate the most. These are the ones that are
active on the historically best-known major
markets (accounting, pay and human
resources). They therefore drag Sage’s image
down, to the detriment of the new markets,
which show promise for future organic
growth, but where sales are still small. The
failure to take into account the reputation
needs of the parent brand itself, Sage, makes it
a weak brand. It is a portfolio of products and
clients, but not a brand. For any development
of legislation or regulations relating to the
SME, governments consult Microsoft or SAP,
not Sage: Sage is not perceived as a genuine
actor in its sector.

Its reputation is less than that of its
products. Significantly, there are only 200
links leading to its website, whereas it has
more than 300 licensed distributors — a sign
that to them, Sage is not a necessary reference.

It appears that, having neglected to
organise themselves and to invest in order to
create a reputed and recognised crossover
brand, companies suffer the consequences at a
given point in their growth. Organisation by
product and by market creates sales, but also

silos: worried about the figures in their annual
evaluations, nobody works on the collective
reputation, which costs money without
bringing short-term benefit.

The activation points of the B2B brand
are different

The B2B brand is a relational brand. Other
than in commodities markets, people do not
buy a product, but rather a supplier, with a
view to durable joint development.
Wholesalers themselves do not just stock a
brand - they represent it, and are thus
committed to it. They therefore expect it to
behave like a brand, with a guarantee, inno-
vation, services with added value, devel-
opment of markets through communication,
and activation of networks. The carriers of the
brand are both products and the consultation
of commercial delegates, their reactions and
the quality of their follow-up and service.

Facom’s reputation was built on a fleet of
trucks that visited garages, not to sell, but to
explain the products and listen to the garage
mechanics, their comments and requests,
from 7 am when the workshop opened. This is
how the spread of lowest-bidder tenders,
where the only things that matter are the
price and the regularity of provision, can be
avoided. In contrast, by going ever further
afield, to China, Vietnam or Bangladesh, in
search of the unknown supplier who can offer
an even lower price, buyers reject the concept
of the brand, which represents safety. Here,
the first consideration is how to produce more
cheaply, even to the point of taking risks for
the downstream client. By chartering dubious
transporters, petroleum companies expose the
coasts of Brittany to the serious risks with
which we are all familiar.

The B2B brand is a prescription

Lastly, the B2B brand focuses on prescribers.
The decision to buy within a company always
involves not one, but several people. The
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brand is therefore built up through identi-
fying the key prescribers: the architect, the
research offices, the consultancies, the tech-
nical departments and so on, all the way to
the final client. Thus Legrand does without
wholesalers, except for logistics, since it
carries out permanent promotional
campaigns among electricians and the general
public, to let them know about innovations so
that they can demand them from their elec-
trician. All the success of Lycra, the brand that
de-commoditised generic elastane fibre,
consisted of working first of all with those
who acted as guides and opinion leaders for
the entire textile sector: the luxury and
premium brands. When they developed
common applications, the innovations made
were noticed by the entire sector. In the
meantime, Lycra had acquired a precious aura
to justify a price much higher than generic
fibres. Tactel followed the same approach to
constructing its brand, through co-creation
and the decision to target leaders with strong
prescriptive power.

Multi-brand groups specialise their brands
according to their business model, which is
linked to prescription. The Norwegian Norsk
Hydro group, a leader in aluminium applica-
tions, has three brands in Europe for
aluminium profiles intended for construction:
Wicona, Technal and Domal. The first is
aimed at large projects, and therefore capi-
talises on the prescriptions of architects,
design offices and engineering consultants.
Technal uses the final customer as the lever of
prescription on the installers themselves.
Domal aims at small companies directly.

Moving away from a commoditised
market

The risk of commoditisation is the sword of
Damocles for B2B. Of course there are niches
where the level of perceived risk ensures posi-
tional income, as with companies specialising
in the analysis of aviation fuel quality, but
these are exceptions. For the world leader in

industrial paints, Akzo Nobel, the brands have
a single objective: to bring value to the client
in order to move away from competition on
price. Therefore it pursues a policy of global
brands, each dedicated to a target, according
to a global segmentation built on painters’
expectations.

A market is commoditised when the actors
have not worked hard enough on it. The
brand is not a miraculous answer, but the
name that takes a genuine marketing
approach of creating value for a dedicated
target. It is therefore necessary first of all to
analyse the clients, to understand them - to
go beyond the machine-gun volleys of surveys
that show the client only cares about price. All
markets are segmented, even the low-cost
markets. Everything depends on what is
offered alongside the price.

Thus any chemical company will claim that
the silicones market is a purely commoditised
market. In reality, as with many other indus-
trial markets, there are four segments:

those clients who want innovation in order
to be able to innovate themselves for their
clients;

those clients who want to improve their
efficiency and productivity;

those clients who want to reduce the total
production cost;

those clients who want the lowest possible
price.

Three segments here are sensitive to price, and
would probably put this criterion in first place
in an opinion poll with direct questions.
However, a more in-depth investigation
might show the client’s problem with its own
client, downstream: this is where we find
fertile soil for the added value that must be
created. If we consider the fourth segment
lost, it is necessary to concentrate on
segments two and three.

This is what Dow does: it has created a
business known as Xiameter, separate from
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Dow’s core business, aimed at the cost-
oriented segment. Then began the work on
the value curve of the Xiameter offer. It is
necessary in fact to stop talking about the
product, but to envisage the delivery of sili-
cones as the creation of value for the client. If
you wish to offer a low price, but also value
alongside it, it is important to analyse the
facets that the client is likely to neglect (and
therefore reduce them to zero) in order to
maximise those of which the client expects
most. This innovation, known as ‘value inno-
vation’ since it redefines an attractive value
curve previously unseen in the sector, makes
it possible to innovate in the price segment
(see Chapter 9 on value innovation). Of
course, in the case of Xiameter, everything
was carried out via the internet, which made it
possible to set prices according to stock levels,
rather like yield management of prices in air
and TGV travel.

The internet brand

How do internet brands function, the purely
online brands such as Google, eBay and
Amazon? What are the specific mechanisms
of their growth, seemingly so rapid while it is
taking place? We now have the benefit of
distance to guide our analysis. The first phase
of the internet, which led to the speculative
bubble, was that of prophets rather than
profits, business plans rather than proven use.
We know what happened to the thousands of
investors who believed in an El Dorado
without effort. Nevertheless, the end of the
beginning was not the beginning of the end.
While investors turned away from the
internet as quickly as they had first picked it
up, campus students, researchers and
managers continued for their part to make
increasing use of it. We now have a
phenomenon that has restructured our
society, and will remake our way of life,
redefine our expectations and our impa-
tiences. The process is underway, since the

billions of users who have tried it are asking
for more. With Web 2.0, the internet is
becoming the first interactive and interper-
sonal mass media: the rise of blogs is the
clearest signal, as is the rise of sites such as
MySpace and YouTube.

The pure internet brands, also known as e-
brands or dot.coms, have begun the new
century in a very different context from that
in which they were born. Only the best from
that first period remain: Amazon, Google,
eBay, MySpace. We must learn from them and
from others how the online environment
creates very specific conditions, which are
themselves transforming traditional brand
management.

The customer makes the brand

One of the reasons that so many internet
start-ups in the first period never took off,
implicating so many investors in their
collapse, was that they only thought about
their flotation on the stock exchange, offering
considerable prospects for increases in value.
The paradox, as we know, is that they still had
very few loyal customers, very little income,
and were far from covering their running
costs. The majority of those companies that
boasted of their high spontaneous awareness
scores were strangely silent about their sales.
We experienced a period where valuation
preceded value.

Logically, it is the value created by the
customers that is the only basis for serious valu-
ation. It is true that the e-brands of this internet
era innovated by creating a way of functioning
that was aimed more at investors than at
consumers and value creation. The dominant
logic aimed to bring together a significant pool
of several million euros in order to invest
quickly in an offline advertising campaign,
essentially on prime-time television, in order
to create interest in another pool, which
would be immediately reinvested in adver-
tising. The spontaneous awareness thus
created gave rise to curiosity, causing people
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to click on the icon and visit the page, but
above all it impressed investors, sure that they
were getting their hands on one of tomorrow’s
winners.

This was neither B2C, nor B2B, but B2I,
business to investors. The goal was to achieve
the initial public offering (IPO), and flotation
on the stock exchange, as quickly as possible.
Sadly, how many start-ups confided in us, off
the record, that the initial clicks were from
curious surfers who did not buy anything? It is
true that the internet has its aficionados,
young and ultra-curious, in search of the latest
innovations — but consequently also disloyal
and fickle. Since it was born from dozens of
internet reviews, not to mention supplements
in the ordinary press and magazines, each
new campaign thrilled editors, since it gave
them something to talk about. These start-ups
were surfing on a rumour effect, not on
reality. Rumours will always run out of steam
in the end.

During that same period, for the brands
that have survived, the eBays, Amazons,
Googles and Intuits, their delighted customers
were continually talking about them, essen-
tially on the internet, chat rooms, e-mail,
forums and the like. One of the surest
predictors of company growth is what is
known as the NPS (net promotion score)
(Reichheld, 2006). This is the difference
between the percentage of people who would
recommend the brand to others around them
(known as promoters) and those who would
criticise it to those around them (known as
detractors): the score is 40 per cent for eBay,
one of the strongest. We are indebted to Jeff
Bezos for the following quote: ‘Our users
would tell us what was wrong during the day,
and we would work overnight to improve
the system.” As for the boss of Inuit, he
reminds us that on Web 2.0, it is useless to
invest in advertising campaigns, since it is
satisfied customers who do the work: it is
necessary to invest in ways to satisfy them,
day after day.

This is the specificity of the Web 2.0
internet brands: ‘brand building’, con-
struction of the affect and attachment to the
brand, is much faster, since the company can
receive immediate feedback from its clientele,
segment by segment, person by person, and
immediately make the changes that will
increase satisfaction, to the great surprise of
the people in question, who notice the
improvements for themselves day by day.

The internet brand is both experiential and
relational. It is experiential, because each
person forms their own idea by visiting
personally, by living the experience. One only
has to visit Google to be impressed by what a
simple click can obtain, time after time. It is a
typical process of loyalty generation through
the systematic distribution of gratifying expe-
riences to the user.

It is relational, because the great strength of
the internet is its ability to learn from each
individual, one to one, and to demonstrate
what it has learnt to that same individual.
Amazon is the model here: the user only has
to go online to see that he or she is recognised,
and welcomed with good, personalised news
(new books chosen for him or her, based on
recent purchases).

To this is added the positive effect of
‘network externalities’. eBay has benefited
from these, as has Kelkoo: the more visitors
there are to an auction site, the greater the
chance that the sellers will find a better buyer
able to offer a better price, and likewise the
greater the chance that the visitors will find a
seller with the product they have always
wanted, but had despaired of ever finding. It is
a giant virtual car boot sale, like the Paris flea
market or the Portobello market in London,
except that it is transparent: the user can tell
immediately who is offering what. Visitors to
eBay have all the more reason to revisit the
site, since it continues to grow - not to
mention the fact that by returning to the
same site, users have no need to relearn how
to use it. They already have their bearings,
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even when they are not recognised, spotted
and greeted like a dear friend. These are all
factors that create, if not a barrier to leaving or
to visiting rival sites, at least a mechanical
propensity to revisit. Of course the service is
high quality, and is always improving, to
adapt to clients that are becoming more
sophisticated and whose demands are
growing. Like any brand, the internet brand
must continually create value for each
fragment of its clientele, almost one to one.

The internet is also a mass medium of
affinity: users can immediately communicate
with their friends and community how
satisfied they are with a particular site, and
what they have just found or experienced
there. Electronic word of mouth, or ‘word of
mouse’, finds an accelerator out of all
proportion to usual word of mouth, hence the
recent notion of the ‘viral rumour’.

Virtual closeness and psychological
closeness

What is a brand? Fundamentally it is a name
(and its associated symbols) that has a lasting
influence on purchasing behaviour. What is a
big brand? A name that is also linked with
emotion by a very large number of potential
purchasers. A big brand has no effect without
an emotive relationship. It is this attachment,
or commitment, that generates the desire to
pursue the relationship, from the purchaser’s
point of view, which translates to loyalty to
the brand. The value of a brand is measured by
its capacity to create a personal tie of loyalty
with the consumer, at a particular price level.
Are the pure internet brands brands like any
other? Studies show that closeness is still
lacking for many brands. This might appear
paradoxical at a time when the internet is
presented as the alpha and omega of personal-
isation. However, those are the facts. When
asked, consumers are hesitant to say of
dot.coms, ‘This is a brand I feel close to’, as if
the relationship of repeat visits had not yet
been translated into a genuine intimacy and

complicity. Do we visit Kelkoo, a price search
engine, or Price Minister because we prefer
Kelkoo or Price Minister? Or simply because
they are the only names that immediately
spring to mind, so that we click on them, and
then click on them again, using the economy
of effort represented by a favourites list?

For some analysts, this lack of closeness is
structural: the pure dot.com brands will
always lack the sensory, physical and palpable
dimension without which there can be no
genuine closeness. What is left of these brands
once the screen is switched off?

For other analysts, it is a temporary
phenomenon. Relational closeness is built
over time, through repeated and extended
use. Thus Yahoo! began as a search engine,
and then extended its services to local
weather forecasts and many other services. In
doing so, it is penetrating more deeply into
the internet life of individuals.

Brands such as eBay took four years of silent
work to progressively refine their concept and
their services: they made little use of adver-
tising, but much more of word of mouth of
satisfied pioneers, then early adopters and
finally customer-ambassadors. Their repu-
tation was built through interactions with
enthusiastic surfers, who had the feeling of
being listened to, which in addition to their
recommendation also had the effect of
lending these brands an emotive dimension
and closeness.

The closeness and complicity are those of
shared values and emotions — hence the
phenomenal success of a site such as MySpace
or YouTube, both bought by Google for a
king’s ransom for that reason. Amazon, for
example, is a genuine brand in the sense that
it carries values that extend beyond the
product. It has moved beyond the market-
place by offering on its site a new way of inter-
acting with other people on the subject of
books, and now many other products as well.
It symbolises more than the new economy - it
prefigures a new society and a new era.
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How does the internet brand
communicate?

The brand’s first medium is its name, in this
case its domain name. Two schools of thought
clash on this subject. The first is afraid of
generalism, a disease that we have often
shown and castigated: wishing to describe the
service, all actors end up with names that are
very, if not too, similar. The purpose of a
brand name, as with a domain name, is not to
describe but to distinguish. According to this
tirst school of thought, a site for small online
advertisements or online auctions should
under no circumstances call itself ‘e-auction’,
but rather ‘eBay’, for example (which is
indeed the name of the world leader). There
are in fact many competitors seeking to use
the generic term ‘auction’, which will quickly
create confusion in the market for consumers.
In fact, the leading European online auction
site was called e-bazar, which did not describe
the service but brought a touch of added value
(the word bazaar invokes spontaneous mental
associations of profusion, excitement,
merchandising, human  relationships,
amusement, as with the Great Bazaar in
Istanbul). The word ‘bazaar’ immediately
brings added values and emotive resonance.
The second school of thought states that
the appropriation of a service also occurs
through the appropriation of its name. We
should add that the strategy of appropriation
is not limited to the name, but involves a
temporal advance and the exploitation of this
advance at the online and offline communi-
cation levels. Thus the leading brand in price
comparison is named Kelkoo. To a French-
speaking audience, it sounds like ‘quel coiit?’
(What price?), with a touch of modernity and
impertinence in the spelling. Note, however,
that for Swedes, Germans, Spaniards and
Italians, Kelkoo is a purely connotative name,
which is evocative but means nothing. By
lucky chance, it still retains positive mental
associations (in Germany, for example, the
sound of the word Kelkoo evokes ‘calcu-

lation’, and in Italy it evokes something
funny).

The example of the first internet portal
dedicated to women in France is also
revealing: what could be more descriptive
than the domain name aufeminin.com? The
choice of this name met three objectives: to
find an explicit name to make a quick impact,
a name with potential to become a brand
(therefore with emotional depth), and of
course a name available on the internet (it was
bought from the owner) and also able to be
registered as a trademark. Add a fourth,
implicit criterion that must characterise all
internet brands: its potential to be immedi-
ately internationalisable. In fact,
aufeminin.com became enfemenino.com in
Spain, alfeminile.com in Italy, and
go.feminine.de in Germany. From the point
of view of this fourth criterion — international-
isation — a non-descriptive name is easier to
use, but has the disadvantage in the country
of origin of not being direct enough, if
directness is the objective.

After the name comes the home page, the
brand’s lobby. Google’s example is revealing.
Few places on the Web have been thought
through as carefully as this almost virgin, all-
white page. Paradoxically, the more Google
becomes in reality an ogre, a hydra that wants
to buy and swallow up everything around it,
to become the number one mass medium in
the world, the more important this page
becomes. It hides the tentacular dimension of
the Google company via a very pared-back,
limpid, serene brand design, an adver-
tisement for a world where everything is
simple, beautiful and easy. One only needs to
insert a word in the search box and await the
miracle. The home page is certainly a key
application point for the internet brand:
Orange’s home page resembles a bazaar. It is
like being on the Paris metro: far from the
desired personalisation, it is full of competing
advertisements that manifestly have nothing
to do with the individual.



BRAND DIVERSITY: THE TYPES OF BRANDS 123

Then the brand communicates through its
ergonomic qualities, its arborescence, its
complication or the ease of moving through
the site itself - not to mention the back-
ground, the ability to move customers to the
point that they wish to return to the site,
knowing that there will always be something
new for them. There can be no brand
without regular good news for customers and
visitors!

Country brands

Among the most spectacular extensions of the
notion of a brand, we find countries. There is
no shortage of symbols: in New Delhi, more
than 100 people work full-time on ‘Brand
India’ and on the implementation of a global
communications programme ‘Incredible
India’, with the goal of modifying behaviour
towards this infinitely varied country by
working on people’s perception of it and even
giving it a positioning. Books such as
Rebuilding Brand America (Martin, 2007) or The
Marketing of Nations (Kotler, 1997) mark how
countries have become symbols, words
charged with emotion, and sources of
influence over the actions of people who, for
the most part, have never visited them. In fact,
countries are associated with snippets of
history, recent or more distant, imaginary
elements, the personality traits of their inhabi-
tants, key competences and accomplishments.
The reputation of certain countries is based
more on their history; for others it is based
more on their accomplishments. This is why
companies and their commercial brands shape
the country brand itself through their success,
and sketch out the international stereotype of
their key competence. The reputation of its
universities also creates the country brand.

The country’s evocative power

Countries are therefore names with brand
power: they have the power to influence

through the spontaneous associations they
evoke, for good or ill, and through the
emotions that they stir up. This brand power
(influence) is nevertheless linked to specific
contexts: Italy is the great cultural brand, a
sign of quality and creativity in the fashion
market, for example. The United States has a
wider effect: we voluntarily ‘consume’ the US
brand and its affective evocations when we
buy Coca-Cola (the water of America), jeans
(the clothing of America), American cinema
from Hollywood, American hamburgers,
when we smoke Marlboro cigarettes, the
metaphor inhaled from American Westerns,
and when the whole world accepts the dollar
as the base of international exchanges.
However we no longer buy their cars, ill suited
to the era of expensive and soon to be scarce
petrol.

As with all strong global brands, the
country brand encapsulates a myth, a
stereotype that boosts its own attractiveness
through an emotive resonance. The United
States, a country built by immigrants, encap-
sulates worldwide the mythology of liberty
(hence the famous statue of that name) and
the self-made man, the accomplishment of
success through hard work and effort. In fact,
in the DNA of American identity, we find
immigrants fleeing their miserable living
conditions in their home countries in Asia
and Europe, who have rebuilt their life in this
new promised land.

The country brand combines information
at all levels: from political to social to cultural
to economic to tourist, from the past to the
present, real and imaginary, in complete
syncretism. Managing the country brand
entails working specifically on the salience of
these different facets, burying some (by saying
nothing) and making others more visible.

With globalisation, we learn snippets of
information and glean impressions of the
whole world, even the most distant countries.
These perceptions are malleable when they
are not anchored as stereotypes, or based on
striking personal experience. Thus the image
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of Korea has evolved among elites and
opinion leaders through the emergence of
Korean cinema, recognised at film festivals
such as Cannes and Venice, an original type of
cinema at a time when the resurgence of the
great Japanese masters is still dawdling. Korea
has ceased to be a ‘hollow’ brand, a shadow of
Japan or hidden by its giant neighbour China:
it is transmitting meaning. At the same time,
abandoning its policy of commoditised
products at the lowest prices, thanks to high
technology but also to strong investment in
design, Samsung is penetrating the United
States and Europe in the dynamic and highly
visible market of mobile telephony. In short,
the ‘Korea’ brand is nurtured by successful
Korean brands, and those in turn benefit from
the umbrella of their country’s image, which
is undergoing a positive transformation,
therefore acting like a collective federating
brand. We can see how much the country
brand and the ‘Made in ..." brand interact - for
it is also necessary to mention the ‘Madein ...’
brand.

The ‘Made in ...’ stereotype

We have known for a long time how much the
words ‘Made in Germany’ create value in the
automobile industry and  industrial
equipment worldwide. In just 10 years, ‘Made
in Australia’ has become a symbol of value in
the current wine market, through daily and
relaxed usages. The words ‘Made in Korea’
have moved from a devaluating status
(second-rate copies) to a symbol of respected
quality between 1990 and 2002. The biggest
question for the Western world today hinges
on whether ‘Made in China’ has the ability to
follow the same positive trajectory in the
same short time frame.

Marketing research itself has set up ‘country
of origin’ as a specific, rich and prolific field,
demonstrating how much countries are asso-
ciated with attributes, competences, real or
imaginary representations that combine to
create relevant value (or not). This research

teaches us that the ‘country of origin effect’ is
not uniform. It varies:

according to the sector (France for
perfumes, Germany for machine tools);

according to the consumer (national
stereotypes have more influence for
novices and laypersons: professional
buyers and experts rightly move beyond
them to seek partners and new suppliers for
their own company);

according to the level of perceived risk
attaching to the decision, its individual or
collective nature (the need to prove to
others that the choice is a reasoned one).

To recapitulate the paradigm of research into
persuasion (Kapferer, 1990), the words ‘made
in country X’ act as a sign of specific qualities
and faults, but also like any source of commu-
nication. If it is a credible source, it relieves
the receiver of the need to look too deeply
into it, and lowers his or her resistance to
persuasion. If it is not credible, it has the same
effect on information handling: it will remain
superficial but here will lead directly to
rejection.

The country brand is managed

In order to create a perception of value, it is
necessary to give content to the perception
that one seeks to create of the country, a
perception profile that will be unique to this
country, that can be attributed to it and that
will drive behaviour both internally (in the
country) and externally (abroad). The country
brand is by nature a collective, federalising
brand: it needs to distribute its power and its
content to its daughter brands, specialised by
market. The Incredible India brand is in fact
varied according to whether India is seeking
to attract tourists (the Visit India daughter
brand), industrial investment in high-tech or
services, or positive attitudes at the political or
cultural level, and so on.
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As with any other brand, the country brand
must have an international dispersal if it is to
influence the entire world. This dispersal is
carried by ambassadors, the country brand’s
‘flagship products’: products that it exports
(for example Bollywood cinema), acknowl-
edged expertise in IT and mathematics, past
and present political figures (Gandhi), the
cultural identity (spirituality, castes and so
on), the geographic (demography), politics
(leader of the developing world), and tourist
identities (Rajasthan).

The country brand is in competition with
other countries: it must be seen, perceived to
be different, credible and attractive. The
country brand must therefore have a posi-
tioning based on its identity, on which it is
promoted abroad: perceived values, perceived
history, perceived competence and the
accomplishments that prove it make the
brand. The problem with the France brand
today occurs largely because its ambassadors
hail from its history (Louis XIV, Napoleon, De
Gaulle), its values embodied by the 1789
Revolution, its culture (the chateaux of the
Loire, Impressionism, gastronomy, etc), but its
influence is decreasing and the giants of its
global industrial success (Bouygues, Vinci,
Lafarge, Alstom, Thales, Veolia, Suez and so
on) are unknown, or are not attributed to
France. There remain luxury, 1'Oréal,
perfumes, Danone and tourism. Even its wine
is no longer influential. Furthermore, the tele-
vised images of recent events in the suburbs
have shown that France as a country can no
longer live up to its own values in today’s
reality. Under these conditions, choosing a
positioning is not easy. However, if one wishes
to be perceived, one needs to know how to
define oneself. Positioning is a battle of
perceptions. By not choosing, one leaves the
construction of one’s image to others, to the
competition, by default.

The considerable difficulty for the country
brand is internal. In fact, a country does not
have the same levers of power and authority
that enable a company to transform itself

from the inside out in order to bring itself into
line with the values it promotes in its adver-
tising. Bringing words and objects into
conformity and coherence is difficult in a
democratic country. An early-morning arrival
from Tokyo or Shanghai into Roissy-Charles
de Gaulle airport, despite the fact that it is
managed by a public body (ADP, Airports of
Paris), is enough to note the poor image given
to foreign visitors as the first contact with our
country, before they join the interminable
queue to have their passports checked, for lack
of personnel to welcome them. The country
brand proves itself through the facts — but it
can also be weakened through them.

Thinking of towns as brands

Have towns and cities themselves become
brands? Yes — take as evidence the struggle that
pitted London against Paris for the organisation
of the 2012 Olympic Games. Paris’s technical
dossier seemed to be superior, but even the
name of London is more attractive nowadays
than that of Paris. In other words, the product
was perhaps better but the intangible compo-
nents of the London brand made the difference
with the international jury. What are these
intangible associations that make it different,
that create its international fame and its attrac-
tiveness? To say ‘London’ is to spontaneously
evoke a group of value-bearing notions such as
multiculturalism, the intermingling of different
nationalities, economic dynamism, liberty,
today’s cultural abundance, and youth. It is the
unsurpassed brand image of London that makes
it influential.

Why introduce the concept of the
town brand?

Today, all municipalities will perforce have to
turn to brand concepts in order to manage
their town more efficiently and contribute to
its growth. Two structural factors lead them
towards this. The first is the growth in the
number of large transnational actors with
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large sums of money designated for site regen-
eration. These are the actors that the town
must convince — for example the World Bank,
the European Union or regional development
funds. Second comes the movement towards
decentralisation and delegation of power at
the local level. It is no longer a question of the
municipality lobbying Paris, but rather of it
fending for itself with its own budget.

How can the experience of Danone or
Coca-Cola be useful in the management or
development of these complex entities
known as towns? Is there not something
incongruous in linking a town’s ambition to
develop, and the means it uses to do so, with
these concepts issuing from the commercial
sphere, and marketing, a discipline imported
from the Anglo-Saxon world? Is not every-
thing against it?

The fact that the question is even raised
today reveals not a ‘mercantilisation’ of
society, or a ‘privatisation’ of public affairs,
but an awareness that every organisation, and
by the same token every town and even every
country, must make sure of its own growth
and development, attract resources, people,
energies and means to itself. In order to attract
them, it must convince them and seduce
them - hence the brand logic.

Mayors know that they are in competition
with other towns on various markets: they
must therefore know how to sell themselves.
By creating a good reputation for their town
they give themselves a voice. Like brands,
towns need to grow: they therefore need to
attract new resources (people, workers,
companies, finances and so on). Like any
brand, they must also be able to define where
their unique attractiveness lies, or what is
known as positioning.

Some towns have had to reposition them-
selves. This is the case when an economic
crisis flattens their traditional expertise. Once
all the textile factories of famous brands such
as Dim, Well, Aubade, Olympia and Kindy
have moved away, what will be left to the
town of Troyes? This is also what happened to

the great mining town of Bilbao, in the
Basque country of Spain, a sombre town that
suffered the demise of its mining industry.
Like the phoenix, however, it has risen from
the ashes, under the impulsion of a global
flagship product: the fantastical Guggenheim
Museum that was built there, bringing with it
a great cohort of modern art lovers and
tourists, giving the town a new lease of life.

Implications of the town brand notion

In order to treat a town as a brand, first of all it
is necessary to respecify what ‘brand’ means.
A brand is a name that has a power, a power to
influence. This power has nothing to do with
the name itself, with its euphony, its thythm
or its pronunciation, but is concerned with
what it means in the mind of the audience. A
brand is therefore a known name with which
the audience spontaneously associates
positive, attractive and unique values, both
tangible (the advantages of living or working
there) and intangible (the town’s style and
heritage, etc).

The further away one moves from objects,
from reality, and therefore from the towns
themselves, the more they are known through
the prism of their meaning and reputation.
Managing a town’s communication like that
of a brand means becoming aware of the need
to define that meaning precisely, and then
undertaking all necessary actions to build that
perception among the strategic audiences on
which the town will depend for growth and
influence. In fact, at the same time, other
towns and other countries will be polishing
up their own meanings and their resources to
attract and seduce the same audiences. Some
will retort that the decisions of these latter are
taken on the basis of dossiers, analyses and
well-founded comparisons — but let us not
deny the capacity of reputations and images
to influence so-called rational evaluation
processes: the example of the Olympic Games
being awarded to London is a pertinent
reminder.
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Turning a town into a brand therefore
means building perceptions among strategic
audiences, turning it into a unique and
attractive destination, for companies, indi-
viduals, or cultural or educational organisa-
tions that might think of moving there.
Perception has to be built. In order to do this,
awareness vectors and image vectors are
required. The cycling race between Paris and
Roubaix each year is an awareness vector for
Roubaix, but hardly a good image vector: the
talk is all of bicycles, mud, and the hell of the
north. In contrast, the presence there of
leading European mail-order companies (La
Redoute and Damart) could be a strong image
vector. A reputation can also be destroyed: a
crisis relayed by the media is enough to create
far less positive associations that tarnish the
image the town is seeking to build.

Would a town then be managed like Coca-
Cola or Pepsi? At this point it is necessary to
remember the specific qualities of a town, and
therefore the limits of the above comparison.
Commercial brands are often artefacts: they
invent a reality that they turn into an image,
for example linking a blend of coffee to an
imaginary explorer named Jacques Vabre,
who is supposed to have travelled around the
Earth. This imaginary aspect is sold to the
consumer as much as the product itself.
However, it is completely independent of the
thousands of men and women working for
Kraft, the company that produces Jacques
Vabre coffee, and of the reality of the
company. This, moreover, is why brands are
bought and sold, passing from one company
to another.

A town, on the other hand, is first and
foremost a human, local and immovable
reality (which is not to say that it is
unchangeable), anchored in history, culture
and its ecosystem. It can and should be altered
to adapt to evolution, to the economic and
social needs of the present day. However, the
brand cannot be built without it. It must be
reckoned with. The construction of the brand
should first of all involve a consensus among
the town’s key actors.

These actors, who often defend specific
points of view, issues or communities, must
forget their own preserve to an extent. For
example, increasing the attractiveness of a
town externally, in order to ensure its devel-
opment, consists of defining what the town
wants to become the reference for. The brand
logic is that of the ‘customer’: why choose
number two if you can have number one?
Thinking like a brand means choosing the
advantage that the town wants to symbolise.

It is therefore necessary to distinguish
between two types of argument, or attractive
element, for the town brand: positioning and
reassuring. The first will be the driving force,
the lever of influence of the town, its
perceived uniqueness and its attractiveness.
This choice is crucial, since it defines in the
long term the ground that the town is deter-
mined to dominate in the perception of the
target audiences. The second type is there to
reassure: for example infrastructure, créches,
schools, the existence of a dynamic town
centre and so on.

How does the town choose its positioning,
this long-term, mobilising, attractive differen-
tiation strategy? By digging deep into its own
DNA, its identity. A town is a living and
complex social body, which has its own genes.
There is everything to be gained, not by repro-
ducing the past and what the town once was,
but by reinventing it on the basis of the
values, competences and ideals that have
moved it throughout its history. This is why it
is necessary to dig into the town’s soil,
identify its genes, beyond the vicissitudes of
recent history, in order to define its identity
kernel. This retrospective study is the
necessary prelude to selecting the positioning
that will project the brand into its future.

A concrete example: the town of
Roubaix

The town of Roubaix, in the north of France,
carried out such a historical study before re-
founding its identity. What shape does its orig-



128 WHY IS BRANDING SO STRATEGIC?

inality take, its motivation, the basis for its
reinvention and projection into the open
economic and social world of the 21st century?
Before we imagine this, however, it is prudent
to remember what is at issue: the branding
process is part of an ambitious revitalisation
programme for the ‘poorest town in France’, to
quote the words of its dynamic mayor, who
was referring to the average amount of local tax
paid per inhabitant. It is also a town with a
high rate of immigration and therefore of
unemployment. It was therefore a question of
making it attractive once again, with the stated
aim of revitalising its old, preserved town
centre, which had been deserted, rather than
recreating it in the suburbs, as has been done in
so many other towns. Therefore it was
necessary to develop in parallel a cultural offer,
a demand for public spaces, and a renewed
commercial offer. To do so, Roubaix needed
brands and companies. What identity would
contribute to this goal nowadays?

The first question in any work on branding
is to rediscover the design, the brand’s DNA.
What appears to be the design of this
northern French town? The town’s genetic
patrimony provides the key components. It
was always a textile town. During the period
when it did not belong to France, in 1469, it
was one of the first free trade zones created,
thereby affirming its destiny as a great
merchant town, which had also been granted
the right to weave fabrics. Roubaix is asso-
ciated with the spirit of enterprise. All the big
families in textiles, and then in mass distri-
bution, started here: the Mothes, the
Lepoutres, the Mulliezes, the Paulets, the
Prouvosts, and even the Arnaults, who moved
from textiles to luxury goods.

Other than weaving, it is also the town of
cross-fertilisation: a pioneer in commercial
exchanges, the town was at the heart of inter-
national exchanges within Europe. This is
where the deep truth and the forgotten times
of Roubaix are to be found: it is the French
town for textiles, for creation, fashion, mass
distribution, but also today of its most

advanced version: mail order. La Redoute
(based in Roubaix) is the foremost seller of
female garments in France. It now takes more
orders over the internet than through the
post. We can clearly see the sketching out of a
legitimate territory of competence and
influence that the municipality can activate.
This positioning is the source of coherence of
present and future activities to be carried out
locally, in the same way as the communica-
tions that diffuse them.

As with any brand, the town has its slogan:
‘Fashion loves Roubaix’. This encapsulates the
profound truth of the town brand: a textile
town, a town of creative entrepreneurs, and a
town of good business. It is aimed both ‘inter-
nally’, at the community itself, an active
partner in its own development and repu-
tation, and at federalising all so-called
external activities. Strong perceptions can
only be built if all these activities converge on
a single direction and a single meaning.

As for the products that represent renewal
vectors, embodying the town’s mercantile and
fashion vocation, they include the opening of
the ‘La Piscine’ museum (housed in the
historic swimming baths), the arrival of the
Edhec business school in Roubaix, the instal-
lation of a MacArthur Glen brand centre of
17,000 square metres that brings customers to
Roubaix from 50 kilometres around,
including from Belgium, the rehabilitation of
factories to create a fashion and creative
quarter, and so on.

Universities and business schools
are brands

Nowadays, the dynamism of a country is
judged not by its history, its monuments or its
cuisine, but by its brands, in particular those
that spell attraction, modernity and intel-
lectual power. The report submitted to the
French prime minister in November 2006 did
not disagree: the name of any country is now
attached to the image of its centres of intel-
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lectual excellence, its universities, its research
centres, its innovative companies, its design
centres, its hi-tech and hi-touch brands - or
the lack thereof.

Working on the France brand means asking
questions about the foundation of its repu-
tation tomorrow, as a great country of the 21st
century: that is, as the transmitter of a living,
contemporary culture, therefore capable of
attracting students from around the world,
not only to study philosophy and literature,
art history or sociology, as they once did, but
to study economics, business, management,
high and new technologies.

Higher education institutions are now also
engaged in a brand war. Revealingly, there are
now global comparisons on the quality of
universities and business schools — a sign that
the market is now global and the evaluators
are not French. The same is true for wine. In
Europe, the Financial Times draws up the
ranking of 55 European business schools. Its
2006 ranking is shown in Table 5.4.

Table 5.4 The top ten European business
schools

HEC Paris (France)

London Business School (UK)

IMD (Switzerland)

Instituto de Emprese (Spain)

Iese (Spain)

ESCP-IAP (France/Germany/Spain/Italy)
RSM Erasmus University (Netherlands)
Cranfield School of Management (UK)
Bradford/Tias Nimbas
(UK/Netherlands/Germany)

10 Insead (France)

Source: Financial Times, 4 December 2006.
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The challenge that European universities
must meet is considerable. Their resources are
so small that they do not even appear in
worldwide evaluations. Like Oxford, the
Sorbonne is a true brand, whose reputation
has been built over centuries and diffused
worldwide. Its excellence in literary studies is
well known, carried by the excellence of its

professors. However, an objective analysis of
the service that each student receives illus-
trates that in terms of teaching, as with any
brand, the intangible components are not
enough. Major financial resources are
required to bring today’s teaching up to the
standards of global excellence in education.
This will be the great challenge for Europe
brand: to give its universities the financial
resources to shine internationally. If the state
cannot do it, then companies must, and
therefore it is necessary to change the rela-
tionships between companies and the
university. This is why the big business
schools everywhere have already acquired the
status of global brands.

Every country has its star brands: the
United States has Harvard and MIT for
example, the United Kingdom has Oxford and
Cambridge, and China has Tsing Hua; in
France, HEC and Insead are brands. Of course
the United States also has other excellent
business schools, as global comparative
rankings continue to demonstrate. However,
only some of these have additional emotive
value, strongly linked to intangible compo-
nents, the vague feeling of entering into more
than simply a university or school, but into a
very exclusive and global club.

It is striking to see how globalisation poses
new problems for educational institutions,
which were previously sheltered from it. Like
it or not, they must now think like global
brands, and give themselves the resources to
do so. What is a brand, if not a name with
strong influence and power to attract — since
their market at least is global? Reputation is
the inevitable attraction vector: an aura
attached to a name able to bring the world’s
students and major executives to Europe to
round off their education at great expense.

It is therefore necessary to know how to
export our qualifications, if Europe wishes to
remain in the hunt as a great country.
However, globalisation requires a complete
revision of our certainties, practices and
habits. It is now necessary to think globally in
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order to remain number one.

This global market is now revealed by global
judges, who have drawn up their evaluations
as objective rankings. In the international
evaluation by the Financial Times, considered
the reference on business schools the world
over (as summarised in Table 5.4), HEC Paris
occupies the top European spot, just above the
London Business School, IMD in Switzerland
and the two Spanish business schools. Insead
is the tenth-ranked European business school.
In worldwide terms, HEC is now 18th, even
ahead of the Kellogg Business School
(Northwestern University). This evaluation by
the Financial Times is based on a multi-criteria
analysis objectifying the performance param-
eters of each business school, its ability to
deliver added value to its students on all
programmes, and to executives who go there
to improve their competencies.

These new evaluating authorities define the
objective criteria for their judgements: they
measure the true added value for each
business school. In so doing, they impact the
products and the processes.

The discreet but systematic rise of HEC Paris
on the world stage is slower than many execu-
tives would have liked. The university or
school brand is built through its products: it
does not flood the media with big promo-
tional campaigns. On the contrary, its ambas-
sadors are the quality and success of its
students, hence the importance of selection
and the critical mass of the number of former
students, and publications by professors in
the best scientific management journals, as a
way of durably impacting managerial
thinking. Professor Philip Kotler has made
Northwestern known as a global marketing
Mecca, and Michael Porter has strengthened
the status of Harvard Business School.
Another contribution comes from the repu-
tation of international pedagogical engi-
neering missions by the biggest groups, and
the ongoing training of executives worldwide.

Two strategies compared: penetration
or skimming off

Reasoning like a brand also leads to drawing
inspiration from brand management. From
this point of view, we know that to grow in a
market, there are two main strategies:
creaming off or penetration. It is interesting to
compare the rapid penetration strategy of
Insead with the strategy of creaming off the
best followed by HEC Paris.

Founded in 1959, Insead chose the strategy
of rapid market penetration, capitalising on
the fact that in Europe at the time, the MBA
was not a concept that was either known or
practised. Only the fortunate few pursued
their studies through an MBA at Harvard or
Stanford. In the best business schools in the
United States, the country that created the
MBA, it takes two years to obtain this presti-
gious qualification. The first year of the MBA
is used for learning management in general,
and the second is necessary for specialisation
and further study, structured individual
projects and so on.

For a teaching institution, the rapid pene-
tration strategy consists of acquiring a high
market share as quickly as possible, by multi-
plying the number of students and thereby
obtaining a large body of alumni, capable of
lobbying within companies to influence their
recruitment. As the notion of the MBA was still
nebulous in Europe at that time, Insead
decided to deliver its MBA after only one year,
which enabled it to produce twice as many
graduates as the true Harvard-style MBA, which
takes two years. As a further consequence of
this rapid penetration strategy, the school
considerably increased its class size: it now has
440 students per year. Finally, another campus
was created in Singapore, to create even more
Asian graduates.

The result of this very coherent strategy is
that the Insead brand acquired international
recognition, and its ‘educational product’ is
ranked in tenth place among the business
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schools of Europe by the Financial Times in
2006. Compare this strategy to that of HEC
Paris, now ranked number one among
European business schools.

Beginning 10 years later in the race towards
internationalisation, HEC followed a strategy
of creaming off the best, as this brand
required. When you are the guarantor of
excellence in your own country, you cannot
do otherwise. This is why the HEC MBA was
based on the model of the best American
MBAs: two years were required to deliver
quality teaching and to train high-level
managers. The size of the first classes was also
reduced: the selection of the best students is
an integral part of brands of excellence.
Dedicated MBA professors created a unique
level of teaching and team spirit. Little by
little, the reputation for quality spread.
Furthermore, HEC, through its relationship
with the Chamber of Commerce, is closely
linked to the world of business. The result of
this highly coherent strategy, dictated by the
desire to maintain the brand equity attached
to HEC, is that a worldwide name awareness
remains to be constructed, but the experts
(Human Resources directors, CEOs, the
Financial Times and the like) have recognised
the superior quality of the product.

Thinking of celebrities as brands

It is common to talk about brands as we talk
about people. We will see, furthermore, that
one of the facets that make up the singularity
and the identity of a brand is its personality,
its character. This derives from an increasingly
anthropomorphic conception of the brand.
This is one of the consequences of the need to
pursue so-called relational marketing: that is,
worrying less about the imminent sale than
about establishing an enduring relationship
between the customers and the brand. We
form relationships with people, not products
— hence the notion of brand personality, as if
we were describing the profile of a friend. To

communicate this, the brand may sometimes
associate itself with a genuine personality,
someone who brings their own attractiveness
and incarnates the brand’s values. Michael
Jordan and Tiger Woods are the prototypes of
this practice: where would Nike be without
them? L'Oréal Paris, whose personality is
glamour, is represented by what they call the
‘dream team’, a team of Hollywood stars and
global top models who appear in all its adver-
tising.

Conversely, some celebrities became
genuine brands and were managed as such. By
brand, we mean a name capable of generating
enthusiasm, fans and customers. Think for
example of James Bond or Harry Potter, virtual
celebrities whose spin-off products create
genuine, profitable and durable business. The
failing perfume house Coty rebounded by
developing a new business model: creating
perfumes for stars (Alain Delon, Celine Dion),
just as others, upon leaving HEC, hit on the
brilliant idea of offering to create a perfume
for Salvador Dali (to their great surprise, he
accepted, and it is one of the best-selling
perfumes in Japan).

Picasso is not only the name of a famous
painter, but also a brand. The company set up
by his heirs, with its headquarters on the Place
Vendome in Paris, works constantly to
prevent the name falling into the public
domain. In order to prevent this, it must be in
proven and meaningful commercial use. This
is why, 10 years ago, the company went
around the car manufacturers and offered
them the licence to the Picasso name. Citroen
accepted: the name increased the perception
of novelty and creativity of its new model,
which would go on to successfully challenge
the Renault Scenic in the segment it created.

The newest development is that sports stars,
for example, are becoming brands. Not all of
them - far from it — but some of them. Michel
Platini has not become a brand, nor has
Thierry Henry, nor Zinedine Zidane, nor
George Best, nor Roger Federer, despite being
the world number one in tennis. In contrast,
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the lyrical poet-footballer Eric Cantona could
have become one, as his too-rare excursions
into cinema show.

Among the great footballers, perhaps David
Beckham, previously of Manchester United
and Real Madrid, best represents the notion of
a celebrity becoming a brand (Milligan, 2004).
It is well known in football that celebrities
make a profit for their clubs. If Manchester
United has 17 million fans in Asia, imagine
the number of spin-off products that could be
sold to them as objects of their cult.

How can we recognise that a celebrity
sportsperson has become a brand? It happens
when his or her national or global influence
emanates as much from personality as from
sporting prowess. One of the key phrases in
understanding what a brand is runs thus: ‘the
brand is everything that makes a product
much more than a product’. Sportspeople
become brands when not only does the
product (the sport at which they excel) place
them above the rest (making them super-
products), but they are also intrinsically inter-
esting and attractive away from the stadiums
and the rugby or football pitches, in their
daily lives. Some great sportspeople, such as
Zidane, never make this step: they refuse to
accept that their public life is also the field for
expression of who they are, and a source of
their influence. Celebrity-brands are loved for
what they do, but also for what they are, how
they live and what they represent (the myth
that they embody).

In this, the celebrity-brand becomes a life-
style brand, a mediator of new behaviours
offered to the audience. Think of the
influence that André Agassi has over how
American and European adolescents dress or
cut their hair. David Beckham’s Mohican
haircut legitimised this controversial hairstyle
in schools. By putting himself forward with
his children, he broke the male stereotype in
the United Kingdom and promoted
acceptance of the ‘metrosexual’ sensibility. By
marrying a Spice Girl, he also added a touch of
complexity to his image, moving it further

from the stereotype of the pure footballer.

In managerial terms, knowing that they are
a brand leads such people to managing them-
selves as such, or even taking on an agent who
will be better placed to do so. The essential
requirement is to preserve the brand value,
doing nothing that would destroy even a little
of its attraction. The goal is for the brand to
outlive the sportsperson — since all champions
have to retire in the end. Thus, far from
accepting all commercial contracts, however
lucrative, it is important to know how to say
no to some of them. What products should
they create under their name: perfume,
clothing or...?

First of all it is necessary to understand the
driving forces of their own brand. Each person
who becomes a celebrity-brand should ask:

What are my values?

What are the facets of my identity?
What role do I play for the audience?
What myth do I embody?

What are my recognition signs?

Thinking of television
programmes as brands

Pop Idol is more than a programme, it is a
brand. Where does the biggest part of the
profits for TF1 (France’s leading television
channel) come from? Not from the
commercial breaks that it sells to advertisers,
but what are known as spin-off products from
programmes. Ushuaia, the channel’s flagship
programme dedicated to nature and ecology,
became a cult programme, attracting millions
of loyal viewers each week. It also turned its
star presenter into a celebrity, a defender of
the planet’s threatened biodiversity, its ozone
layer, its temperature, its inexhaustible
marine resources and so on.

Ushuaia was thus a name loaded with



BRAND DIVERSITY: THE TYPES OF BRANDS 133

emotive values and with power. It was of
interest to industrialists. TF1 created a
specialised department to capitalise on
licences from programmes viewed as brands.
Ushuaia met 1'Oreal’s urgent need for a shower
gel brand for the supermarkets. It was also of
interest to sellers of camping equipment and
the like.

However, not all programmes are suited to
becoming commercial brands. To do so, their
values must be able to transmute metaphori-
cally into products. Thus Thalassa is a cult
programme dedicated to the sea, sea dwellers,
ships and so on, which has appeared on
French television every Friday evening for
more than 20 years. It has a loyal audience at
8.45 pm who would not miss it for the world,
and its audience share is strong and stable.
However, to date, this devotion has not
created a flourishing business. What could be
sold under its name?

Star Academy (Pop Idol outside France) is the
opposite example: it 1is the flagship
programme among adolescents, who talk of
nothing else and make systematic use of tele-
phone voting (a major source of revenue for
the TF1 channel), which increases their level
of involvement. Their obsession needs other
consumables to express their burning
devotion. There is now a major magazine (the
second-biggest adolescent magazine in read-
ership terms), as well as many licences and
spin-off products.

Disney’s business model is based on the
profits created by movies which must become
brands and lead to a huge stream of licenced
products. Disney would not produce a film,
such as Men in Black, that although a great
movie created no profit flow from licences.
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Part Two

The challenges of modern
markets
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The new rules of brand

Mmanagement

What is actually new in strategic brand
management? Since the 1990s companies
have been well aware that brands are an asset,
and that consequently they should always be
reinforced and nurtured by tangible innova-
tions and intangible added values.

The 10 key principles of strategic brand
management are known:

Capitalise on a few strategic brands, which
all convey a big idea, a vision, and are
driven by the desire to change the
customer’s life. No brand should be
without a strong intangible component.

Nest all variants and sub-brands under
these mega-brands, to nurture them.

Act as a leader and be passionate about
increasing the standards of the category.

Sustain all brands by a constant flow of
innovations (product, service etc) in line
with their positioning.

Create direct ties with your end customers
to deepen the link and the attachment,
especially in markets where the trade
pushes its trade brands. In fact the main

competitor of many a so-called strong
brand is now the trade brand.

Deliver personalised services.

Reward customers’ involvement to make
them become active promoters of your
brand, not simply loyalists. Word of mouth
is indeed the real sign of success: when
customers become active ambassadors
because they feel passionate about the
brand - as a result of what it did to them
and the community of values. Reichheld
(2006) has shown that the rate of
promoters among the customer base is
directly correlated to the growth rate of the
company or the brand.

Encourage communities that share your
values.

Quickly globalise the brand and its
products.

Be ethical: big is not beautiful any more,
and consumers have become cynical about
size. Do not only adopt rapidly the
perspective of individual benefits, also take
into account collective benefits (recyclable
products, organic ingredients, ethical and
sustainable trade, helping the poor, etc).
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If the brand principles given above have
remained constant, their implementation has
had to adapt to new markets, new customers,
media and technological realities, and the
effects of globalisation on costs.

First of all, let us state that one traditional
manner of building brands is now defunct, or
in any case has lost its reference status. This was
elevated to a dogma by Procter & Gamble
(P&G) in the last century, at the time of the
arrival of mass marketing, made possible by
large superstores, motorways and television. I
learnt it myself at the beginning of my career,
when [ moved to P&G. In short, in this model
of ‘brand building’, everything followed from a
superior product, which responded better than
the competition to a need expressed by
customers. Then distribution was set up, and
then a large promotional campaign was done
in order to promote trial, prior to re-purchase
and loyalty formation. This approach corre-
sponded to the state of the market, of
customers and of technology. It is no longer
suitable for today’s world. Proof of this is that it
has not prevented the rise of distributors’ own
brands, cheaper copies, and in particular the
discount and hard discount sectors.

This model of brand building, of
constructing and defending the brand over
time, runs into four stumbling blocks today:

Are there durable, meaningful differences
between products these days?

Is there still a large amount of shelf space
available for brands in the big superstores
or with wholesalers, which are now
pushing their own products?

Are there still mass media, taking into
account the fractioning of the audience?

Are there still loyalists? The rise in the rate
of promotions makes customers more
sensitive to price, less faithful, more oppor-
tunistic. The case of mobile telephones is a
typical one. In France, as everywhere in
Europe, 13,800,000 sales were made in

2006 by the dominant mobile operators
(Orange, SFR, Bouygues, etc). Of these
10,225,447 were to clients who had just
given up their contract with one of these
operators! It is true that the multiplication
of advertising on lower and lower charges
can only lead to disloyalty. Moreover,
benchmarking and copying smooth over
the differences.

Everywhere, cheaper alternatives to the major
brands now hold significant market shares,
even majority shares in mass-consumption
goods. This is true of both consumer and
industrial products: many B2B brands
complain at the substitution of their products
by cheaper Chinese imports in client
companies, not to mention