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Introduction

The main objective of this paper is to propose raadydical framework for the study of brand
alliances in using a network perspective. More gigedy this paper deals with the conceptualizatio
of networks seen as complex exchange systems, twieror more existing brands are combined
together. Indeed, since the pioneering work of Bocknd Sengupta (1993), the research upon brand
alliances has been mainly focused on the impactsi@i strategies on the consumer side. Few authors
(i.e.Bengtsson and Servais, 2004; Dahlstrom and-Dat 2004) have developed research on the
organizational side of brand alliances.

Theoretically, our research combines two streamétariature. In the tradition of network
theory (Hakansson and Snehota, 1995; Hakanssoristtaand Waluszewski, 2004), the first stream
is the approach of value creation in networks (Héeng and Mouzas, 2004). This approach helps
considering networks as complex exchange systethgiavides an overview of “all interactions and
relationships that are value-relevant within thdistic value chain” (Henneberg and Mouzas,
2004:22). The network theory allows showing thabew entering a brand alliance, organizations at
stake will modify their relationships in order tatigate risks, to maximize overall value and to mak
the collaboration successful. This perspectivaus applied to brand alliances per se.

A second stream of literature is mobilized: the ggoance value (Ghosh and John, 1999,
2005a, 2005b) and relational governance analyséaroCHagelaar and Omta, 2003). In this
governance literature, brands are considered throlg lens of the institutional matrix and device:
partners entering into a brand alliance will crafer firm agreements such as contractual rulesako
norms and so on, to protect their specific investimi@nd safeguard the joined value of their brands.
Indeed the specific investments developed in suchlidance need to be efficiently managed. This
body of literature is helpful in the sense thairitvides a precise apparatus (i) to describe thersity
of inter organizational relationships linked to flaalliances with a common theoretical grid (Blois,
2002), (ii) to explain and understand the ratiorzdle/ork for the (inter) organizational choices dinel
design of an optimal governance structure, thrabghsearch for efficiency.

From these theoretical antecedents, we proposesa-step analytical framework applied to
two types of brand alliances. The analysis is cotath for ingredient/host brands and for
association/individual private brands. At the eriggir level, we show, on the one hand, the wide
organizational diversity of brand alliances, andlmnother hand, some of the managerial and sicateg
implications of this diversity.

The paper is organized as follows. In the first pathe paper we will define precisely what a
brand alliance is and we will put the notion in tetext of previous research on the same subject.
a second part, we will consider the starting pahg& network perspective on brand alliances: the
guestion of value and value creation. We show shaeral authors, in applying the concept of value
creation to inter organizational relationships pdewaluable insights for the study of brand alties
In a third part, we will consider another streantitafrature, governance value analysis. This lttee
is a way to link the search for organizationalaé&ncy and the optimal design of a brand alliamoenf
an organizational point of view. Then we proposa fourth part our analytical framework, applied to
two types of brand alliances. Managerial implicasi@nd concluding comments follow.

Brand alliances: definition and core concepts throgh a survey of literature

Following Keller, we will consider that a brandiahce occurs “when two ore more existing
brands are combined into a joint product or areketad together in some fashion” (Keller,
2003:360). Thus the creation ex nihilo, by two camips, of a new brand combining attributes and/or
technology features is excluded. The term allianeders explicitly to the bundling of the brand Ifse
conferring to this type of alliance specific chdedistics.

Most of the research on brand alliances has beeoted to the impacts and consequences of
such alliances for consumers and customers. F@amnios, in their study of the spillover effect imbd
alliances, Simonin and Ruth (1998) show that tfffiece did not apply to all brands equally. In the
same vein, Rao, Qu and Ruekert (1999) provide mmat view in addressing the question of brand
alliance formation. While many reasons of the iests of brand alliances have been explored (such as
market access, spill-over effects etc.) other neag@mve been underestimated. Among other reasons,
they suggest that brand alliances are able to sprakty as signals when an individual private foran
is unable to successfully signal quality indepetigehe authors show that a brand ally, within a



brand alliance, could be an efficient mean to revea create credible information about this
unobservable quality. Brand names are then conakipdd as signals and the brand alliance is a
mechanisms where “the second brand (the brand @ly)assist in credibly signaling high quality to
the marketplace” (Rao, Qu and Ruekert, 1999:26h)important consequence of their research is to
show that the motivations for brand alliances canelktended towards economic and reputational
benefits.

Considering the category of strategic alliances, risearch by Vaidyanathan and Aggarwal
(2000) is an excellent introduction on such perspes. Their framework for the study of brand
alliances is proposed in order to explain whethaational brand may benefit a private label brand
without hurting its image (of the national brandhis typical research upon consumer perceptions
following a brand alliance shows that “the assdéaiatvith a private label product actually enhanced
value perceptions of the nationally branded prad@aidyanathan and Aggarwal, 2000:224). But at
the same time, the authors show that there isgrofisiant increase in price. We will see furtheaith
this trade-off between price and image is a hecgssamponent of the analysis of brand alliances.

To sum up, these works on brand alliances providieiable conclusions for marketers.
Among other things, the results show that the benefeen from the consumer side, of brand alliance
must encompass several dimensions: impact on begady, on market share, on prices, possible
negative image on the partner brand.

Let us now consider the authors who study orgéinizal aspects of brand alliances. The
seminal work of Bucklin and Sengupta (1993) on @uketing alliances opens the way on
organizational perspectives on brand alliances.eSofithese works focused on managerial impacts
and consequences of brand alliances, while othersodented towards conceptualization of the
organizational side of branding strategies. Inrthdicle, Bucklin and Sengupta identified all fermof
co-marketing alliances, including brand alliances, working partnerships. They added: *“this
organizational form leverages a firm’s unique skillith specialized resources of its partners tatere
a more potent force in the marketplace” (Bucklinl &engupta, 1993:46). Interestingly, they suggest
that co-marketing alliances may provide at the sime benefits and opportunism, especially when
one of the partners tries to gain market positiotodouild technological skills at the expense huf t
other partner. They propose a framework based tipermutual benefit as a measure of alliance
success.

Following this path breaking work, other authorsvénaextended our knowledge on
organizational aspects of brand alliances. Forairet, Bengtsson and Servais (2004) in their standy o
co-branding in industrial markets show the impoe&anf connected relations and network position in
the success of co-branding strategies. They sugggsto-branding can be a viable strategy when co-
branding is a way to establish a long lasting refethip between the partners. Their empirical sigdy
a demonstration of how two companies will modifgithnetwork positions through the co-brands,
even if the market position is not clearly improvédacording to the authors, “especially in the case
where a new comer enters into a network where #igtimg actors within the network has no
knowledge of this newcomers’ attractiveness antesurces and activities, co-branding could have a
significant impact” (Bengtsson and Servais, 2008)70

The impact of co-branding on organizational dynangcalso highlighted by Dahlstrom and
Dato-on (2004).Their study is focused on retaibcanding (i. €. when two or more retail concepts ar
available at the same retail location). The auttdageloped at extended framework of the retail
distribution network as a ‘network of buyer-seltelationships’. They show how two retail companies
will create “sets of long-term exchange relatiopshivhose maintenance is critical to the success of
the channel” (Dahlstrom and Dato-on, 2004:5). Tihers start their study in focusing on the brand
owner, considered as the focal unit. Consequehd#y ainalyze the different steps of the relationship
formation. Their theoretical framework is one ofethmost complete studies on how inter
organizational relationships may affect the sucamsgailure of any co-branding strategy. They
recognize six business-to-business antecedentsahatxplain the rationale of network formatiorain
brand alliance context. For instance, the authoggeast that “the likelihood of establishing co-latan
outlets is negatively associated with existenckurhan assets dedicated to the brand” (Dahlstrom and
Dato-on, 2004:8). Interestingly, the authors sugtfest these empirically-testable propositions must
be linked with other variables such as the strategjectives of the partners: these objectivescbel
similar, complementary or even contradictory. Ihestwords, the value content of the alliance need t



be incorporated in the classical theories on intganizational relationships (hereafter IOR), which
usually did not consider these strategic dimensions

A few other authors have specifically targetedirtiiesearch on governance mechanisms
linked to brand alliance. For instance, in theudst of multibranding strategies, Gonzalez-Diazlet a
(2002) give an explanation of governance mechaniane®nsidering the multidimensionality of the
quality of products. For instance food productshsas fresh beef have to combine organoleptic
quality (taste) and confidence characteristics ifistance fair trade or organic products). So hiosv t
competition of more than one brand name on the ganmduct can be solved? To investigate this
point, the authors consider that each brand haintb a solution for different types of quality
problems. Each brand necessitates particular mesrhanhierarchies are more appropriate for solving
coordination problems, while markets are more gmiaite for solving motivation problems. Then the
authors provide an in-depth study of governancehan@iems adopted by beef producers when a
geographical indication of origin and a private fataname are associated in the same products.
Finally, for these authors, multibranding is naluedant but instead complementary, because there is
a “specialization of functions which gives rise do ideal assignment of property rights over the
different attributes or dimensions of quality” (Gahez-Diaz et al, 2002:11).

In the same vein, Ghosh and John (2005a, 2005H)einstudy of the component branding in
original equipment manufacturers decisions, offaobpbly the most detailed analysis of
organizational impacts of one type of brand allaringredient branding. They develop a conceptual
model that put the stress on three roles of ingredirands: the differentiation (impact on conswner
the impacts on risks and on monitoring. Throughetke@mple of ingredient branding, the authors show
that “inter-firm agreements should be crafted fegaard hazards posed by specific investments while
facilitating uncertainties at the least possibletsb(Ghosh and John, 2005a:9). The results validat
their assumptions.

Van Durme et al. (2003), in their model on brandiggin cooperative business, give valuable
arguments for a perspective on value in businetsonks. They start with the idea that more and
more firms try to create value through cooperaéiv@ngements. For them, brand extensions are not
outside this phenomenon: cooperative agreementgiderd‘unique benefits when compared to
internally developed brand extensions strategiggh(Durme et al., 2003:44). Among other benefits,
such brand alliances offer “rapid access into newkets yet are less capital intensive when compared
to internally developed brand extension strategies; and multiple market segments can be accessed,
economies of scale in marketing can be achieved! famally “strong bargaining power in the
distribution channel leading to charge higher @ite.), potentially greater shelf space” (Van Durme
et al., 2003:44-45). But for these authors the fisnef brand alliances are not limited to brand
attitude. They propose that “in a network of orgations, brand equity is partly determined by the
equity of other brands in the network”. They “sfiieally include the ‘spill-over’ of the relational
construct of trust and reputation”. Their modeldisfined as a holistic relationship brand equity
framework. Finally, they suggest that brand eqtaty a market based asset within a broader network
structure and in doing so recognizes brand equityaahigher-order formative construct that
symbolizes relationships between all stakeholdatkinvthe marketing system” (Van Durme et al.
2003:52).

Stemming from these pioneering works on value @eah networks, we will consider the
brand alliance as a ‘network for value’: two (orn@ocompanies put together tangible and intangible
assets in order to create superior value for ttstoouer, value being “the relationships of a firm’'s
market offering and price weighed by the consurgeirest its competitor’'s market offering and price”
(Kothandaraman and Wilson, 2001:380).

Brand alliances and value creation in inter organiational relationships
The main statement of this research on brand a#isus to consider thraison d'étreof their
creation: the offering of a superior value for tbastomer. In the literature on brand alliances,
relatively few authors pointed out the importanteaue creation in brand alliances from a business
to business perspective. Usually seen as a betiefihrand alliance puts forward the meaning of any
marketing strategy, which is the creation of valker Henneberg and Mouzas (2004:7) “a focus on
exchange is arguably one of the main ontologicatatteristics of marketing theory. Exchange in the
market place is facilitated by providing an offiat has specific characteristics in the eye of the



customer/buyer, and these characteristics are estaidf in the (tangible and non-tangible) attribofes
the offer.” Thus “marketing management needs toetstdnd the variables and interactions that are
relevant in the whole process of value productiermell as the contextual embededness of value
perception and the characteristics of value comgitms throughout the value creating chain.”
(Henneberg and Mouzas, 2004:10-11). As suggestart$gbn (2004:253), “a world of interdependent
actor systematically interacting concerning the svagrtially unknown resources can be combined in
order to create value”.

The question of value and value creation in IORis a theoretical beginning of our research.
Let us thus consider the notion of value in refatdith IOR. As shown by Hakansson, there is an
almost strict contingency between the way of orgiagi exchanges and the value creation process. In
a classical market form of exchange, two firms wdihsact and exchange goods or services in a short
term and discrete manner. In relationship exchatige,value is to be found in the process of
combining resources in a specific way. The valueréated by the exchange, and two key ideas will
be of considerable interest for the study of braltidnces: first the idea of resources and resetiese
second the idea of combination of resources amdraiationships (Hakansson, 2004:253).

The resources are defined, in the IMP traditiorthag design skills, production facilities and
willing workers. It is necessary to consider thal aesource needs to be activated, i.e. that the
“resources of one company are likely to becomenteik towards a specific use and will be tied to the
resources of other companies” (Ford, 1998:43). $mrwit comes to the question of resource
identification and description, we must understéimeise resources as a part of an interaction with
other companies or actors. The brand allianceples, its objectives, will activate a set of reses,
creating resource-ties between the partners dlttamce.

The idea of combination of resources and intelimahips is more complex. The brand
alliance has a specificity regarding this questinaither exclusively inter organizational nor only
customer (or consumer) related, a brand allianeesgrise to a real ‘network effect’, which is
supposed to be positive. Again, in the IMP traditino relationships exist in isolation. Within abd
alliance, two aspects have to be acknowledgedlyfihe type of combination that is developed by
the two partners, or at least by one of them. Thigld be for instance a combination of symbolic
attributes, with mainly intangible assets. Seconttg whole process of new product development
with shared investments in research and developomeihd be involved.

Another important contribution to the understandafghe link between the value creation
process and the nature (and form) of IOR is theegpnof market form developed by Blois (2004).
Interesting for the study of brand bundling, Blsigygests that it is necessary to relate valueioreat
as “the objective of the marketing of a specifiogurct (called the focal product)”. For Blois, ptaé
the aim of any firms but when one considers a $ipgmioduct, this is more a question of value tisat
at stake. To create value, the company will engageeveral categories of ‘exchanges’: some are
directly and indirectly profitable, when others amere evasive in terms of profit but nevertheless
necessary to create value for end consumers atohoers. This is what Blois calls a ‘market form’ or
an extended view of market: “a firm's market forsn ¢gomprised of those organizations whose
activities it perceives: impact on its ability toeeate value; and, it can influence in a deliberate
manner” (Blois, 2004:38). To study the brand allies) —and considering the focus on two brands
acting as focal products- would consequently bénefim such a concept. Not only the two
organizations working together are necessary tacdmesidered, but more importantly it connects
different types of organization whose roles wiflience the value creation process.

A complementary stream of thought relevant for gshedy of brand alliances is the so called
value network theory. Henneberg and Mouzas (2G64dhe tradition of seminal works in network
theory and value network approaches, propose #eogalg conceptualization of value network. The
starting point of their argumentation -consisteithwhe basics of marketing theory- lies on a new
definition of value. For them, value is a multi€¢aed concept that must encompass business-to-
business as well as business-to-consumer relatpmsifror these authors “in gaining a clear
understanding of the interactions between orgapizetand how these create value elements that
contribute in a meaningful way to aspects of thetmmers’ value network, i.e. value realization
itself.”

The resulting holistic value network is then disengfied in several components, each of them
having a specific rationale for individual memberscompanies on the one hand, and for customers



on the other hand, within the network. Three lewéigalue creation are defined: the overall vathe,
derived value and the value captured. The ovedsdllevis the public value level, aiming at satisfyin
the final customer. The derived value elementésdttive part of any member of the network to ereat
more overall value to the final customer. Indead; member in the network may add resources or
new combination of resources that will benefit fhmal customer. In the words of Henneberg and
Mouzas, it derived “from managing the ultimate amselling successfully to the final consumer.”
Then, the value captured, or value appropriatiepresents “the part of the overall income stream of
value chain that a company captures”. This viewabfie network is particularly relevant for our stud
of brand alliances. Conceptualized as value netsydHe partners in the brand alliance act as d foca
network with several other partners around theneifTtole will be to create or to contribute to valu
creation.

A similar view has been developed by Helander (2064her research on value-creating
networks. She shows that value is a conceptualtrmisat the crossroads of three notions: the
content, the context and the process. The contenteat considers value as a “trade-off between
benefits and sacrifices that are not only monebartyalso non-monetary” (Helander, 2004:100). We
find in this model the role of the end customeosel to the overall value of Henneberg and Mouzas's
model. Then Helander puts the stress on the praglessent, which is very similar to the derived
value notion: value is more or less dependent ensticcessfulness of the whole chain. The last
element of context gives room to a new notion, Whscdifferential value: all value networks compete
with each other. Consequently, the value creatimtgss must also consider the capability of any
holistic value network to constantly improve itsrguetitive position.

These conceptual insights on networks seen aséwautered constructions’ are at the basis
of the analytical framework developed below.

Governance mechanisms and brand alliances

We propose to complete and extend these challenigigs on networks by another stream of
theoretical backgrounds, which provides a renevezdgective on brand alliances and helps to a better
understanding of their implementation and logice tpovernance value analysis. This stream of
thought traces back to the seminal work of GhoghJain (1999).

Firstly, it is necessary to define precisely thigion of governance, and more specifically of
governance of inter organizational relations. Foogh and John, the concept of governance is being
defined as the “rules of engagement that apphhéoetxchange partners, particularly those rules that
are specific to the parties as opposed to genadhkacial rules of society. They include contrakctua
rules, ownership rules, and social rules and norf@fosh and John, 2005b:9). Several other
definitions of the governance in networks have begeaposed. For Anderson and Coughlan
(2002:224), governance will define how the objessivare achieved between the parties: “the
framework that are meant to insure orderly purstigoals and resolution of conflicts”. In a more
recent work, Ghosh and John (2005a: footnote) meqho “governance defines the explicit and
implicit rules of exchange between economic partiésrtical integration, formal and informal
contracts as well as complete and incomplete ooisireand relational norms are example of
governance mechanisms”. The link between governaaice analysis and brand alliance is suggested
by Ghosh and John (2005b): brand contracts, likecahtracts “allocate ownership and decision
control to the parties at hand, thus governanaeiplies should apply to these contracts as wellit B
this is probably Heide (1994) who provides the mooenplete definitions of governance. For him,
governance is a “multidimensional phenomenon, epeasing the initiation, termination and ongoing
relationship maintenance between a set of partiésternance will include “elements of establishing
and structuring exchange relationships as welspe@s of monitoring and control” (Heide, 1994:72).

The interest of this perspective on brand allianiseshat it allows their analysis as an
institutional arrangement choice. Firms organizdrtbranding strategies exactly as any other tyfpe o
strategies as long as these decisions imply newesofl organization. As suggested by Ghosh and
John (2005b), the core organizing principle of gogernance of co-brands is a ‘three-way fit between
firm resources, investments and governance thadlsyithe highest net receipt’ (Ghosh and John,
2005hb:9). This is especially as an extension ofegoance analysis towards the concept of
‘heterogeneous firms’ that governance issues setwvant for the study of brand alliances.



Considering brand alliances, modes of governaritgely, as a first working hypothesis, on
the same mechanisms as any other inter organiaatielationships between parties. Following Heide,
the common feature of any category of relationsispthe notion of intentionality: the set of pastie
that decide to act together in some fashion waftcspecific mechanisms. Indeed, following an autho
such as Mac Neil (Blois, 2002), Heide proposeswegmnce typology. With the notable exception of
discrete exchanges (synonymous of market governanceéleide’s terminology), some form of
relationship is crafted and “some deliberate omfized governance apparatus has been designed to
replace the ‘invisible hand’ of the market” (Heid®94:74). For these nonmarket governance forms,
Heide makes an important distinction: a bilatesdation occurs when the parties “jointly develop
policies directed towards the achievement of cergmals.” In a unilateral (or hierarchical) relatjo
one exchange partner has the ability to “develdestugive instructions, and in effect impose
decisions on the other” (Heide, 1994:74).

Then, Heide (1994:76-77) proposes the fundamentalshanisms organized in three phases
(relationship initiation, maintenance and initiafiaghat must be briefly described (Heide, 1994:8%-7

-role specification: describe the manner in whieltisions and functions are assigned to the
parties in the relationships

-planning: refers to the processes by which futmetingencies and consequential duties and
responsibilities in the relationship have been n&dsicit ex ante.

-adjustment processes: changes in the relatioribhipcan be mutual, short-term or a priori
designed by one party.

-monitoring procedures: contractual compliance kigmally measuring outputs or behavior,
and internally by aligning the incentives of demisimakers ex ante to reduce the need for
performance measurement.

-incentive system: links between rewards and peréorce; wide diversity of the mechanisms,
considering the different types of performance mesment, of rewards (prices, market access,
exclusivity, share of rents etc.).

-means of enforcement: internal or external mel@ggimate authority, legal system, levels of
forbearance.

Considering the context of the research on bratidnaks, we will summarize these
governance mechanisms into three categories: bvamgrship and decision rights over the brand,
control mechanisms (and especially on the listspafcification related to the brands), and incentive
mechanisms (price premium, royalties, fees, etc.)

A network perspective on brand alliances: synthesiand analytical framework

As suggested by Henneberg and Mouzas (2004), “exgehian the marketplace is facilitated by
providing an offer that has specific charactersstit the eyes of the customer/buyer”. For co brdnde
products, this fundamental assumption remains fiunes entering in a co branding strategy also have
an objective of creating a superior offer thanrtikempetitors.

The basic idea of our analytical framework is thetnd alliances are contingent to network
formations seen as holistic value constructionso Teve more) independent companies seek to create
a specific value for final or intermediate custoséeonsumers. This decision must be seen as a
strategic one: indeed, in doing so, these compamiésreate and use specific assets, both tangible
and intangible. From that assumption, and condistéth the governance value analysis, these
partners will search for (inter)organizational effncy, i.e. the best combination of ownership,
contractual rules and social norms.

Following previous researchers in business netwwgkry and governance value analysis (see
supra), we suggest a three-step analytical framlewnrValue creation processes, (ii) Network form,
(i) Governance mechanisms. We will develop susitedy these three points.

Considering the value creation processes, the mastion is, first, what is the value added
from the alliance for customers/consumers? And rsdlgo what are the key assets (tangible and
intangible) necessary to create this value? Thkis will give a tool for the identification of thpecific
resources involved in the brand alliance. Thesetassan be indifferently tangible and intangible,
inside or outside the two partners of the branidradke. Allee (2000, 2002) gives a broad view of thi
guestion of assets. The idea of intangible andrinédion exchanges, and its links to value networks
has been developed by Allee (2004). For this autlmangible exchanges such as strategic



information, planning knowledge or technical knoawhare central to modern economies and must be
analyzed as real assets especially in their speafationship to exchange. Indeed, not only real
(meaning monetary) exchanges can add value, hutlase intangible assets. While some intangible
assets may go to market through a conversion tetaonvalue, some others will go through barter.
For Allee (2002:5) barter is “basically a one-timegotiated deal that happens between two or more
parties who each have something the other wantgtifre we agree to share or exchange knowledge
or favors directly, in a reciprocal way, we arenbing intangibles to market in a form of barterhi§
guestion of resources and core competencies hasabtn developed by Helander (2004). For this
author, competencies are collective learning inotfgainization.

Secondly, let us consider the network form. Thestuire of any business relationships is:
actors bonds, activity links and resource tiesthia well known meaning of Ford’s definition
(1998:42). The network is defined as the set oividdal companies and organizations involved in the
process of value creation. More specifically, weedcheo put the stress on the focal network
(Alajoutsijarvi, Moller and Rosenbrdijer, 1999k.ithe one where the resources previously idedtifie
are embedded. It is important to notice that thedviactor’ must be understood as a generic teria: th
could be a firm, an individual, an associationggen a research partner or a third party not djrect
involved in the business.

Finally, we will study the governance mechanismise Bllocation of (co)brands ownership
and control needs an efficient governance respinerchange hazards. Consequently, the question is
to identify and mitigate, by the proper governameechanisms, all these hazards. Three types of
devices will be detailed when studying governaneelmnisms: ownership issues, monitoring devices
and organizations, contractual issues and reldtiooans (Heide, 1994). Considering the network
form, the question of governance mechanisms imé&egb of more than a dyadic relationship must be
considered. Wathne and Heide (2004) suggest todbriiag the existing models of this inter firm
governance in considering its contextual setting.

Stemming from these theoretical considerationspwpose the following stylized chart of a
brand alliance, showing in a descriptive mannerhitaad alliance as a source of value, the network
form (focal firms, i.e. the partners, and othertipars) and the relationships between them (figlwre 1

Figure 1
Stylized chart of a brand alliance in consideringamizational aspects
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Case studies of brand alliances: ingredient/host lands, association/individual private brands

Research methodologyrhe empirical part of the paper develops a coatpa analysis
through two case studies of brand alliances wigr tafferent network forms, conducted according to
the analytical framework. The methodology will cdmdthe multicase study design (Yin, 2003) and
the systematic combining approach (Dubois and Ga@062; Dubois and Araujo, 2004). The
research methods are mainly qualitative and abekrjatiith the case being at the same time a tool and
a product (Dubois and Gadde, 2002). In oppositidgth weductive and inductive approaches, the
objective of an abductive approach is to discovew rvariables and new relationships between
variables. In the words of Dubois and Gadde, thigr@ach “creates fruitful cross-fertilization where
new combinations are developed through a mixtureesthblished theoretical models and new
concepts derived from the confrontation with rgal{Dubois and Gadde, 2002:559).

A specific feature of case study research is sipadif well suited to our case studies: the
guestion of the mutual boundaries of the case lamddsearch question, that according to Dubois and
Araujo (2004:221) “are the two sides of the sami@:dbis not possible to arrive at one without the
other”. They suggest that “the main part of thelysia of the case is a systematic mapping of tha to
resource constellation and the different kindshgacts the focal products development has on tklate
resource elements” (Dubois and Araujo, 2004:218an3lated in the context of brand alliances, the
triptych elements of the analytical framework, \@alareation within the brand alliance/network
form/governance mechanisms, is consistent withviel of case study research.

More specifically, the case study methodologydetd the research protocol defined by Yin
(2003). Considering the sample, the two case suti@ve been selected because of previous
knowledge and contacts. An exploratory survey am ¢hses validates their interest, especially in
comparison with other research works on brandraléa.

The case study protocol combined two steps: ddlaction and data analysis. Data collection
was conducted in using several sources. Businegsces such as market studies, articles in
professional magazines, interviews with expertsgaglobal knowledge on the competitive context
and specific knowledge on the companies involvethénbrand alliances. Other specific sources such
as direct (and single) interviews with the partgifs were the main source of information. According
to the situation on the ground, interviews with @ging directors, product managers, and operational
managers were conducted in following a preciseogaitin an iterative manner. The first part of the
interviews was a structured questionnaire centerea descriptive approach of the situation (stmactu
and organization of the companies and of theirtiiahips, facts about the brands, decision
processes, strategy followed etc.). Then focusenhiews, for each of the case studies, were oethter
on topics such as the benefits and pitfalls of #ralliances, on the motivations and objectiveshef t
brand alliance. Data analysis was conducted usihgnwnecessary the qualitative data software
InVivo.

Let us expose and detail the two case studies tanb&/zed: a brand alliance between an
ingredient brand and a host brand (case studydlpdomand alliance between an association brand and
an individual private brand (case study 2).

The case studies

e Case study 1: Ingredient brand/host brand alliahrcéhis case, one firm produces a product that
will incorporate an ingredient purchased from arotirm. The final product or service will use het
same time the brand name of the host company dsawehe one of the supplier of ingredients.
Benefits and risks of ingredient branding for tlsthcompany and the ingredient brand company have
been widely acknowledged in the literature (see ifmtance Desai and Keller, 2002; Rid and
Sigurdsson, 2004). But organizational aspects siscimarketing contracts, exclusivity, contractual
hazards on value have usually been underestimatesl.case study chosen is an ingredient brand
originated from cactus and added in dietary foogbfments. The co branded product has specific
dietary attributes and is highly differentiatedtbe final market (see figure 2).

i) Brand alliance and value creation process



This first study concerns the alliance betweenktand ingredient NeOpuntia® (Bio Serae
company) and the dietary food supplements brandti&vé&om the host company. NeOpuntia is a
dehydrated cactus powder used for thinness. Thianits nutritional dietary ingredient, Bio Serae is
present on the first market of dietary food sup@eta: the slimming market. The company invests
most of its sales turnover on this market becaugea stable market which enables to increase the
market share. By positioning itself on the marketietary food supplements, Bio Serae looks for
flexibility, innovation, a durable growth in timand credibility. The dietary food supplements Seelti
which contains the ingredient NeOpuntia releasesetic virtues to the eyes of the end consumer,
increasing the differentiation of the product.

The market of the dietary food supplements is @seery competitive market under the
influence of the fashion effect within the food iedient business, with a very short life cycle lnbat
eighteen months. Indeed other companies specializeitie food ingredient such as Bierac and
Bioland are also strong competitors on this marRetBio Serae mobilizes key resources to create and
maintain its value in the long term. It follows aggressive communication policy in female
magazines (such as ‘Elle’ magazine in France) aakes publications in scientific reviews. These
scientific publications are based on the resultsliofcal studies which prove the effectivenesshaf
ingredient in food products. They are also in vigftectiveness tests in research and development. A
communication is also made on the Internet thrabhgmewsletters.

Bio Serae and the host company Sveltia chose agstommunication strategy to enable the
identification of the product by the end consum&ng selective marketing tools: illustrations, driap
charter, a selling argument on the final producicinighlights the importance of thinness ingretlien
(100% vegetable food, natural and so on), with earclinscription of the two brands names
(NeOpuntia® and Sveltia®). All of theses actionséhéed to the sales of more than 120 dietary food
supplements based on NeOpuntia brand.

For this brand alliance, the value creation proégesdearly in the spill over effects between
the two brands, but at the same time depends upoeapacity of each partner to increase its own
brand goodwill, while securing its own investmeintsnarketing, research and sales force.

i) The network form: partners and inter organiaatl relationships

Bio Serae has two main activities: trade, whichstsis in buying different kinds of raw
materials and reselling it to the host companiegchvimakes dietary food supplements and, more
importantly, product development. Bio Serae devglap ingredient containing cactus (preparation of
an active ingredient) to sell it to the host companis this second activity that concerns théaalte
between NeOpuntia® and the dietary food supplerbesmtd Sveltia. The commercialisation of the
ingredient is done through Bio Serae’s networkedésted retailers chosen for their competencies and
reputation.

Then Bio Serae mobilizes its services (sales managarketing manager, direction of
research and development) to develop the ingredidr@ whole of the personnel of Bio Serae which
is polyvalent and autonomous to making decisiofioashoice of brand name, receive an adequate
training on ingredient. Also Bio Serae operate®adgmanagement of deliveries and conditioning of
ingredient intended for sales.

Retailers of raw material maintain a real partnigrglith Bio Serae over a long period of time,
unless environmental or political problems occus@me countries. As for dietary food supplement
industries, their relationship with Bio Serae retabn the marketing of dietary food supplement
containing NeOpuntia. These companies ensure thessshe communication toward consumers by
integrating the information conveyed by Bio SeraeNeOpuntia®. Bio Serae can also promote the
product. But the relationship between Bio Seraetherdconsumer is limited to contacts by phone or
by Internet (newsletters).

Bio Serae catches the attention of the dietary fgablements industries through scientific
papers and participations in conferences. Thugeg to convince them with its key resources, ngmel
knowledge about the product. Indeed, the dietayd f@upplements industry can change their
decisions according to the evolution of the ingeatiion the market. It means that they can decide to
incorporate another ingredient in their final prodii they estimate to have effectively conveyed th
message relative to NeOpuntia in this dietary feopplement. There is no real partnership between
Bio Serae and the host companies, the later beilygBio Serae’s customers.
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So this is important to consider that the coreriganizational relationship in the brand
alliance is close to a market relationship, witktrng pressure from other competitors. At the same
time, the network form around Bio Serae is similara communication network, in the sense
developed by Allee (2002, 2004). It is also neagssa notice that Bio Serae wishes to develop its
relational links with the end consumers through mm@ans of communication.

Figure 2
Case study 1: a stylized chart of NeOpuntia®/Sveli® brand alliance

Other partners for

Key resource::
Scientific knowledge
Communication
network

Bio Serae

oo
.t
.t
.

Bio Serae company

-.-"““‘ R A \

Partnership with [*
: retailers (Bio Serae)

Marketing
agreements

Dietary food supplements Bio Serae’competitors:
industry: i.e. Sveltia others food ingredient
company industries
= x

Brand alliance:

NeOpuntia®/Sveltia®

v,
.
.
.
.
-
.
.
.
.
-
.
.
.
.
.
.
.
.
.
‘e
o,

v v

‘[ End consumer ]

Flow of product/money

4 ........... >
Flow of information/knowledge
@rrrnnnnnns »

Property rights

iii) The governance mechanisms: monitoring, owni@rstontrol, incentives

First of all, there is of course a direct owneratfiphe two companies over their brands that alltws
a direct control and residual rights over them. Bamne other mechanisms will modified this initial
allocation of rights.

One of the main inter organizational governance haeism of this brand alliance is a
marketing agreement between Bio Serae and Své&hia. contract delegates the right for Sveltia to
use the knowledge over the brand and the brand rtaetkin following a precise list of specificatio
This list of specification notifies for instanceetldietary properties of the product, the dietary
allegations to be signalled, the logo and graptuidse used.
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This agreement as well as the deposit of brancedignt allows fighting against the untrue
allegations that could be reproduced at the endyato(the dietary food supplement). The marketing
contract includes also denunciation clauses religtie non respect of the starting objectives. The
beginning of the alliance is conditioned by an eatibn of the financial risks and respect of
legislation about food ingredients and dietary feog@plements. However, there are regularly reports
(exchange of information) between Bio Serae anthdigood supplement industries concerning the
evolution of sales, of competitive pressures, oforimation about final consumers (such as
commentaries about the effects of the products).

To have the control of activity and a good repotativhich lengthens the cycle of life of
ingredient, Bio Serae renews regularly its clinistldies. Indeed it invests in research by selgctin
small structures made up of doctors in bio chemiatrd in micro biology, of partners of distribution
on basis of technical and scientific knowledge. Berae waits in return of this investment a
protection or an equivalent investment by thesestries with which it shares information and makes
negotiations about remuneration.

Concerning the incentive mechanisms, there is @aagtcommitment of the two actors to
develop the sales: thus the price mechanism, thrptige premium and volumes (market share) is by
far the main way to increase earnings for the tarmmanies. As long as the differentiation of thelfin
product is sufficient and that the reputation @& tiand alliance is good, a virtuous circle is gega

e Case study 2: Association brand/individual privdlend alliance Some firms may initiate
collective initiatives in order to develop, enhararel protect new and specific features in addition
with the firm-specific brands. An association Wik the owner of this sign and will organize the
marketing and control activities. The main diffezerwith a certification brand is that an assocratio
brand will stem from and is totally involved in theisiness, and has no mandatory aspects. But
contrary to the previous case about ingredient dyrdhe association cannot be considered as a
classical firm because it has no direct links wiie market. Nevertheless the brand alliance that is
created will face similar problems: moral hazardpportunism, possible conflicts in using the
collective trademark. The case study chosen willibessociation of private firms (including all the
stages of the chain, from the farmers to the psmrasand retailers) and built around flax. Indeked a
products using flax are enriched in n-3 fatty agssmetimes called omega-3), which is a nutritional
benefit for the food products such as processed, reggs, bread and so on. Thus these products will
be labeled with a specific logo in addition witkeithown brands (see figure 3).

i) Brand alliance and value creation process

This case study is about a brand alliance in déevéwed and agricultural products, from flour,
bread, processed meat (sausages, hams etc.), milklary products, eggs. In this case the final
products will join together a logo, which belongsan association, with an individual private brand.
Our case study will be focused on bread. Let usiden first this logo, called Bleu-Blanc-Coeur®.
Created in 2002, this logo puts forward the begaefftflax. Indeed this product has a high contant i
n-3 fatty acids, which positive impacts upon cavdscular disease have been widely acknowledged.
Then flax can be used either for animal or for hamansumption. In both cases it will enrich dirgctl
through for instance flour and bread, or indiredtlffeed for animals, the final products such alkmi
butter, processed meat and so being enriched ifatiy8 acids. It is important to consider that the
benefits for health puts forward by the brand BBanc-Coeur® concerns not only humans but also
animals.

This brand alliance creates value for final conssnaad direct customers. The value-creation
process is complex because several stages of agjrifeains are involved. Let us detail some of key
resources that are necessary to create the vaitst. df all, the positive role of Omega-3 for
cardiovascular problems must be permanently demairdt The credibility of the brand is to be
found in the links between the association, theaehers and the practitioners (MD for instance).
Due to the wide range of final products that magiude at the end of the chain n-3 fatty acids, and
due also to indirect effects (i.e. human consumptibprocessed pork products stemming from pigs
fed with feed containing flax), this research psxé almost endless. Consequently the role of the
scientific community is paramount: a scientific quitiee is also directly involved in the running of
the association (cf. infra).
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The value of the association stems also from spilir effects between the logo and the
individual private brand. A market study conductied 2006 shows these positive effects for
consumers, but with significant differences betweategories of food products.

i) The network form: partners and inter organiaatl relationships

The partner owner of the individual private brandrlBon® is a milling company diversified
in bakery products. The brand itself was create2Di®b. The company joined the Bleu-Blanc-Coeur®
association in 2005. The main objective of the camypwas to differentiate the product, on a market
where margins are very low. Further more the sélbereads are decreasing in the long run, but on
market segments such as specialty breads theiaituatbetter. This company owns its brands and
controls all aspects of its marketing strategy:cesj promotion, sales force, positioning and
segmentation.

In 1993, a feed company, Valorex, started the rekearound flax and linseed: the objective
was to develop the knowledge and promote the uflaxofor animal and human consumption. Finally
this company decided to promote flax through aectiVe action build around an association Bleu-
Blanc-Coeur®, which was created in 2000. Membershef association can be moral or physical
persons representing all the stakeholders: privedenpanies, consumers, retail companies,
international partners. The association is rulegtppoard of directors. The main actions of the thoar
of directors are to set and enforce the rules efatssociation, to define its activity and to proenitd
brand.

The general assembly of the members (230 memb&806) is organized seven colleges of
bodies: seed companies, farmers, breeders, foaggsors, retailers, consumers. Each college of body
will elect annually two representatives for the tobaf directors. The board of directors is thus
comprised of 14 members, plus one person repreggettite scientific council. This board will elect a
CEO and a president every period of three years.

Two other committees are also part of the associath scientific committee and a control
committee. The scientific committee guides the @ssion in its research choices and orientatidms; t
control committee has a role of monitoring, enfoneat and international recognition. The in-house
development of technical and scientific competendésean important feature of the network form.
There is a complementary use of scientific knowéedgternal via the committee and external via the
links with laboratories

Another association, called Districoeur, is in ¢jearof the sales promotion and
communication tools. This is a subsidiary of thesoagtion which role is at the same time to
homogenize the communication policy around the doreame Bleu-Blanc-Coeur®.

Other partners are also of importance in the nétsyoand more especially a third party
controlling organization called Certis. This orgaation is in charge of the control all along thedo
chain, concerning the use of the brand name armhiead use of the flax during the production and
processing activities.

iii) The governance mechanisms: monitoring, owni@rstontrol, incentives

The main governance mechanism at the heart ofrdredballiance is the direct ownership of
the two partners, GMR company and BBC associatioer aheir respective brands. While this
ownership is similar to any other individual prigadtrand name in the case of BienBon bread, the
situation is much more complex with Bleu-Blanc-Cokrand name.

The association is the only owner of the Bleu-Bi@woeur brand. Thus it will provide the
right of using the brand name to the members. Tha&t®n is very similar to franchising: the
association has a licensed brand, thus act asnahfsor, while the members are the franchisees.
Moreover, this ownership provides rights to theoaggion over several strategic marketing decisions
communication, logo, list of specification, nuiitial allegations, and relationships with research
partners.

Another important governance mechanism is the rightcontrol several aspects of the
technical and marketing process of the host compaflythe members are subject to a list of
specification concerning the use of flax. Doingtbey have an obligation of using the raw matenal
their final products. Moreover their communicatistrategy must be consistent with the
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communication charter of the association: rulesutibaitritional allegations, graphical materials are
subjects to direct control.

A third party, the certifying body Certis, will ctrol the respect of the lists of specification as
well as the marketing plan. Third party controls at the origin of the credibility of the brand ream

The incentive mechanisms are two sided. Firstllptteere is price a premium effect for the
members in using the logo Bleu-Blanc-Coeur. Evehig price premium is low (approximately 15%
for bread compared with basic products of the s&pe), it brings also a renewed image of the
product and also some market access. Secondly, ererhave to pay a fee to enter the association
plus a fixed amount of money per ton of flax usHulis there is a balanced effect for the members in
being part of the system, expenses versus earnimggEh may weaken the link between the
association and its members. Indeed the differémtiaeffect at the basis of the price premium
depends upon the exclusivity of the members far tamily of products (bread in our case study).

Figure 3
Case study 2: a stylized chart of Bleu-Blanc-Coeur@ienBon® brand alliance
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Network forms, governance mechanisms and brarahatis: a synthesfsf. Table 1)

The following table gives some insights on the tase studies concerning the value content
of the brand alliance, its key resources, the netviorms and governance mechanisms. We will
summarize here a few general statements.

The two case studies show important common festUfest of all, the process of value
creation appears to be a complex phenomenon amdnizedded in a large and somewhat open
knowledge network. In the case study 1, the owhe¢h® ingredient brand seems to control the key
aspects of the resources and has developed aryridiatic community of research centers and
scientific researchers. In the case study 2, tlmviedge network surrounding the association brand
owner is also very dense. At the same time, thesedctors have no direct access to the final
consumers, and their dependency towards their tdirgestomers is high. We suggest that there is a
trend towards internalization of these knowledgenpetencies that should be confirmed by a
longitudinal analysis. This is especially the casease study 2, where the association is willimg t
develop a complete and exclusive expertise abaxit fl

Table 1
Value content, key resources, network form and goveance mechanisms in the two case studies
Ingredient brand + host brand Association brand + private brand
alliance (case study 1) alliance (case study 2)

NeOpuntia ingredient/ Sveltia dietafy Bleu-Blanc-Cceur logo/BienBon

food supplements bread
Value content e Dietary effects of cactus e Nutritional effects of omega 3
e Price premium e Price premium
e Market segmentation
Key resources e Scientific knowledge on dietary e Access to flax
properties e Organizational routines
e Market knowledge e Scientific knowledge of nutritiona
benefits
e Market knowledge
Network form e The brand owners Bio Serae and e The brand owners: GMR mill angd
Sveltia BBC association
e The marketing agreement betweeén e Membership of GMR in BBC
the brand owners e Districoeur, subsidiary of BBC
e The indirect partners: scientific | e Indirect partners: research centers,
community, laboratories for tests MD
Governance e Direct decision rights upon the two e Direct decision rights of the
mechanisms 1 brands association over BBC brand name
Ownership e Delegation of rights through the| e Indirect decision rights (delegation)
marketing agreement upon BBC, through the association

e Direct decision right upon the
BienBon brand

Governance e Incentives through the price e Direct fees on flax for members
mechanisms 2 premium for Sveltia e Promotional support for members
Incentives Incentives through market access for e Price premiums
NeOPuntia e Image and market access
Governance e Indirect control on Sveltia brand| e Control over promotional materials
mechanisms 3 through tests in shops e Control over nutritional allegations
Control of BienBon

The two other companies of case study 1 and 2afgietupplements company on the one
hand, and the miller on the other hand) share @ gunilar situation: a tight link with the markatd
a direct contact with the consumers. This diretk Mvith the market provides at the same time an
important flow of knowledge about the market (cofitjsa, consumer attitudes and so on) and strong
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incentives to develop successfully the turnovert We suggest a hypothesis: the need in a brand
alliance of a balanced and mutually situation betwthe two partners in order to limit opportunistic
behaviors. Indeed, the two case studies show tvedialow direct control over several key resowg,ce
with the notable exception of course of the braath@ capital (which is complete through the brand
ownership).

An important distinction between the two case istsids the situation of the two partners
regarding the incentive effect of the market pnmechanism. In case study 1, the interest of the
ingredient company to develop the sales is direothated to the volume of product (thus of
ingredient) sold. For the association Bleu-Blan@@o this incentive is not so strong: an important
part of its revenue comes from fees and from sigssiadvhich are note directly related to the volume
sold.

Finally, we suggest considering also the type @arineter of exclusivity between the partners
entering in the brand alliance. Exclusive actora brand alliance may secure their benefits (eapigci
through the price premium). But at the same tirhés exclusivity may limit market access, thus
volumes and finally turnovers. We find here a cadictory phenomenon commonly observed for
brands such as Intel Inside® within the computelugiry: effects of exclusivity (limitation of the
market size but a strong incentive mechanism ferpiwrtner through its differentiation and high eric
premiums), versus effects of non exclusivity (largarket access but erosion of the price premium
effect thus of the incentives to co-brand). Theilsirities with this phenomenon will be further
explored in the case studies, through an approdchrganizational dynamics related to brand
alliances.

Managerial perspectives and concluding comments

The network approach of brand alliances givesagortunity to put the stress on several
managerial implications. We will focus on one aspbat could be relevant for managers, i.e. the
identification of the major risks in terms of opporism, and then we will relate these risks witl th
organizational dynamics of brand alliances and Withstrategic objectives of a brand alliance.

The major risks of brand alliances should be bledentified. We think that the value of the
brand alliance is systematically related to keyueses of the network because it is thison d’'étre
of this network: knowledge, organizational routinemrket information, lists of specification, etle
suggest that managers should consider neither itket dwnership nor the control of these key
resources as important features of a brand alljabo¢ should instead focus on the mutually
interrelated power relationships of their networgamization.

The second point of our comment concerns the drnganizational dynamics of the brand
alliance and its understanding in the long run.rand alliance has, as any form of alliances, f&s li
cycle. The origin of this interorganizational dyriamlies in the evolution of the process of value
creation which is partly under the control of thartpers (demand evolution, strategy of the
competitors, etc.). Considering the previous pabuut the global equilibrium between the partnars,
network perspective on brand alliances could gineirderesting analytical tool to avoid the main
pitfalls when entering a brand alliance, such akl hgp problems over key resources or brand
goodwiill.

Let us then consider the organizational objectifelsrand alliances. The network perspective
on brand alliance serves as revealing a set ofiress always distributed among different actors. We
think, as a preliminary result of our investigatitimt one of the key success factors of brandralés
in terms of strategic organization is the ability the partners of the brand alliance to sketclir the
network position and insure that this positionlisays balanced and mutually dependent in terms of
key resource access.

Theoretically our research proposes a frameworkHerstudy of brand alliances. In order to
have a full picture of the phenomenon, we have ssiggl adding, in an integrative analysis, inter
organizational components. In coherence with offeaneworks of inter organizational relationships
(Leuthesser, Kohli and Suri, 2003; Van Durme, Beodnd Redmore, 2003; Claro, Hagelaar and
Omta, 2003; Uggla, 2004; Helander and UlkuniemQ&)0our framework gives a holistic perspective
on interrelationships surrounding the co managenoéritrand assets. It suggests considering the
guestion of value as the keystone of the analyfdisamd alliances, especially when one will questio
organizational aspects.

16



Considering the diversity of co-branding strategibserved on the ground (Cooke and Ryan,
2000a, 2000b; Leuthesser, Kohli and Suri, 2003)thedootentially new types of branding strategies
to be developed in the future in a context of camssearch for differentiation, it may be useful to
think of the supply network globally. Such a toohynhelp managers to identify how to design
efficiently their partnerships when they decidectimbine, with other companies, assets such as
brands.
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