Challenges and Opportunities Facing Brand Management: An Introduction to the Special Issue
Author(s): Allan D. Shocker, Rajendra K. Srivastava, Robert W. Ruekert
Source: Journal of Marketing Research, Vol. 31, No. 2, Special Issue on Brand Management
(May, 1994), pp. 149-158
Published by: American Marketing Association
Stable URL: http://www.jstor.org/stable/3152190
Accessed: 25/10/2010 03:38
Your use of the JSTOR archive indicates your acceptance of JSTOR's Terms and Conditions of Use, available at
http://www.jstor.org/page/info/about/policies/terms.jsp. JSTOR's Terms and Conditions of Use provides, in part, that unless
you have obtained prior permission, you may not download an entire issue of a journal or multiple copies of articles, and you
may use content in the JSTOR archive only for your personal, non-commercial use.
Please contact the publisher regarding any further use of this work. Publisher contact information may be obtained at
http://www.jstor.org/action/showPublisher?publisherCode=ama.
Each copy of any part of a JSTOR transmission must contain the same copyright notice that appears on the screen or printed
page of such transmission.
JSTOR is a not-for-profit service that helps scholars, researchers, and students discover, use, and build upon a wide range of
content in a trusted digital archive. We use information technology and tools to increase productivity and facilitate new forms
of scholarship. For more information about JSTOR, please contact support@jstor.org.

American Marketing Association is collaborating with JSTOR to digitize, preserve and extend access to
Journal of Marketing Research.

http://www.jstor.org

ALLAND. SHOCKER,RAJENDRAK. SRIVASTAVA,
and ROBERTW. RUEKERT*

Brand
Facing
Opportunities
Challenges and
An
Introduction to the
Management:
Issue
Special

cussion of the impact of retaileror manufactureractions on
buyer behavior, we also focus on why these marketplayers
behave as they do by examining the likely impact of macroenvironmental forces (e.g., changes in technology and
global competition)on industrypractices.We acknowledge
the reciprocalrelationsbuyers and suppliershave with each
other in their constant state of adaptation(Dickson 1992;
Ratneshwar,Shocker,and Srivastava1993). This deeperunderstandingof causes of marketbehaviorwill only increase
as brand managers seek greater market orientation (Kohli
and Jaworski 1990; Narver and Slater 1990). These constitute ways of "seeing differently," which we increasingly
expect to characterize the functioning of future brand
managers.
The remainderof this article is presentedin two sections.
The first identifies five major environmentalforces affecting market behavior and suggests their implications for
brandmanagement.We pay some attentionto interrelations
among these forces and the proactive natureof brandmanagement itself in helping shape them. Throughoutthis discussion, as appropriate,we highlight the special contributions of the articles selected for the special issue. The final
section identifiesseveral researchopportunitiesthis perspective affords.

Recent headlines in the popularpress (e.g., "What's in a
Name? Less and Less," "Brands on the Run," "Private
Label Nightmare," "Marlboro Friday," "The Brand
Leader's Dilemma") spell out the plight of brandor product managementin today's tough competitive environment.
Brand managers have been described as "murderers of
brandassets" because such an importantfunction typically
has been left in the hands of relatively young, inexperienced managers,overloadedwith analyticalskills and often
very short-term focused (Landler, Schiller, and Therrien
1991). The challenges posed by these conditions requirea
change in mindset as well as actions on the part of brand
managers. These managers are challenged not only by the
imperativesof the daily crises forced by customerand competitive marketactivities, but also by a need to think more
strategicallyabout the function of brandmanagementitself.
The purpose of this introduction, indeed of this special
issue, is to examine issues affecting the state of brandmanagement-the challenges as well as the opportunities.
In addressing this objective, we adopt a broad perspective. The issues affecting brand management go beyond
those that can be dealt with by the set of articles constituting the special issue. A broad perspective enables us to
sketch some directions for research. We discuss problems
and opportunitiesposed by majormarketforces and theirimplications for productmanagement.We adopt a "systems"
view, which considers brand management as adaptive, respondingnot only to the actions of competitors,final and intermediatecustomers, and other stakeholders,but also to its
own past actions and reputation.We distinguishbrandmanagers from brandmanagementand discuss some possibilities for new ways of organizing the function. Furthermore,
we try to offer some understanding of the "causes of
causes." That is, ratherthanrestrictingourselves,say, to dis-

ENVIRONMENTAL
PRESSURESON BRAND
MANAGEMENT
Marketers must create competitive advantage by constantly adapting to and instigating change. An innovative
productor programloses its competitive edge and the ability to commandprice and/orsharepremiumsas soon as competitors are able to duplicate or counter its capabilities.
Hence, successful marketersmust dare to be different, not
only to get ahead,but to stay there.However, adaptationsto
marketchanges are likely to be more successful if actions
are guided by knowledge of the forces shaping marketbehavior and insights that enable the development of sustainable competitive advantages.
Brandmanagersmust addressthe exigencies of the evolving needs of buyers within a marketincreasinglypopulated
by global competitors and the opening of territorial mar-
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kets. They must deal with the fuzziness of product-market
boundariesaided by increasedderegulationand competitive
initiatives, which has the creation of new products/services
and the lowering of costs as principalbenefits; an increasing pace of technological change, which profits from its
own past successes and is given new impetus with globalization and increasedcompetitionand representsanotherfactor contributingto blurredproduct marketboundaries;the
growing power and independenceof the channels of distributionas intermediatecustomers,often made possible by advances in informationtechnology; andpressurefrom investors to produce more predictablegrowth in revenues, profits, and cash flows and thus benefit from cost reduction.
These forces affect buyer expectations and opportunities
and by so doing impact back upon themselves, creating
change. Brandmanagersmust realize that how competently
they responddepends,in part,on how they leverage new capabilities and options presentedand that their actions affect
the very forces to which they respond. These major forces
are examined in turn.
Globalizationof Competitionand Greater
Openness of Markets
For an increasing number of cases, the globalization of
the world economy can present dauntingchallenges. Technology developed in the United States can be converted to
product designs in Japan, manufacturedin Thailand, and
distributedworldwide by tradersin Hong Kong. Excess capacity in Bangkok influences prices in Boston (especially
in maturingproductcategories). The advent of global competitors,especially their love for the Americanmarketplace
(the single largest free market in the world), means that
U.S. manufacturers cannot be insular. As the Leclerc,
Schmitt, and Dube (1994) research indicates, buyers continue to be fascinated with foreign (and foreign-sounding)
brands.Country-of-origineffects may be part of the brand
equity of certain names. Japanese manufacturershave had
unrivaled successes in the motorcycle and consumer electronics markets,in partdue to associations with quality and
reliability.The grocery business is seeing increasedcompetition from the north (Loblaws in food productsand Cott in
beverages have become major private label suppliers) as
well as from Europe's giant multinationals (e.g., Unilever
and Nestle). The December 1993 issue of Consumer Reports carries brand name ratings in six productcategories:
pocket knives, bread makers, SLR cameras,perfumes,rack
stereos, and miniaturetelevisions. In each category,the toprated brand, and over 60% of the top ten brands, were
foreign.
This attack from global competitors accounts for many
sleepless nights for brand managers. Brands often "must
thrive globally to survive locally." As managersat Kodak
and Compaq have discovered, one of the better ways to
hold Fuji or NEC, respectively, at bay is by attackingthem
at home. Besides tappingan additionalmarket,this strategy
has the advantage that the competitor's resources are
stretchedand home-marketprofits can no longer be used as
readily to fuel foreign adventures. Such actions require
brandmanagerswith internationalexperience and the freedom to engage in activities that suit local conditions, even
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though they may be at variancewith their domestic market
behaviors.
Strategic alliances. In the face of global competition,domestic firms may seek alliances with foreign competitors,
thus co-opting them and preventingtheiravailabilityto competitors.Such allianceshave become the normin the auto industry. Or, given shrinking margins and profits at home,
companies may seek greater opportunity in the global
arena. Cereal PartnersWorldwide, a joint venture of General Mills and Nestle, has capturedsubstantialmarketshare
outside North America-largely at the expense of Kellogg.
No single firm has resources, knowledge, and skills to be
the best at everything.To survive, companies often have to
share costs and risks, and therefore rewards. Increasingly,
they also are forced to share knowledge, distribution, and
even capital via strategicalliances thatcan stretchorganizational capabilities and change the natureof brandmanagement. Apple and Sony combined their design and manufacturing skills to produce the enormously popular Powerbook. Sony and Nintendohave combinedhardwareand software capabilities to take on Sega in the market for video
games distributedon CD-ROMs. Nike relied on Du Pont to
design air-tubesthat provide bounce in the soles of Air Jordan basketball shoes and manufacturersin Asia to deliver
the product.The brandmanagermust coordinatewith counterparts outside the firm as well as traditional contacts
within.
For many firms, strategicalliances with certainsuppliers,
distributors,and even former competitors are a key to futurecompetitivestrength.Unknownproducersseek distribution throughwell-regardedretailersto benefit the unknown
brand with favorable associations. Other firms have combined brandnames-in the form of brandalliances-to increaseconsumerresponse.Considerthe wide varietyof products that now contain branded ingredients, such as Diet
Coke with NutraSweet or IBM personal computers with
Intel chips. Othershave used multiple brandnames to communicate cobranded product variants-for example, Special K frozen waffles by Eggo (both Kellogg's brands) to
connote a more nutritionalwaffle. Cobrandingextends to alliances between the complementarybrand names of independent producers, for example, Ford's Citibank
MasterCard.
Collaborating with competitors. Although alliances between manufacturers with complementary skills, or between manufacturersand their suppliersand distributors,is
natural and understandable, even direct competitors can
find reasons to collaborate. The strength of global challenges encourages domestic competitors to form alliances
and creates pressures for changes in antitrustregulationto
make the alliance feasible. A decade ago, Matsushita,JVC,
and scores of others joined forces behind the VHS format
for VCRs to beat out Sony's Betamax. U.S.-based companies are learningas well. The IBM-Apple-Motorolapartnership, forged to develop the next generation of Power PCs
(anderodethe dominanceof Intel andMicrosoft),heraldscooperationamong formidablecompetitorsand holds implications for Japaneseindustry.Global alliances may provide a
way of weakening antitrust restraints. This requires new
thinking and possibly a split personalityfor the brandman-
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ager, as he or she cooperates in one domain while possibly
remainingcompetitivein another.This may force new organizational arrangementson the firm.
Designingproductsfor global acceptance. Thereare myriad factors that influence both customer and competitorbehavior in foreign markets. German automakersare known
to design and producetechnically advancedcars, in partbecause of demand by local buyers. Japanese buyers are attractedby the latest in automotiveand electronics technologies and view quality as a must. U.S. buyers seem swayed
by both quality and customer service. Consumersin developing countries are particularlysensitive to price and fuel
economy. Such differences have to be taken into account in
developing a worldwide competitive strategy for brands.
An emerging strategy that seems to be succeeding is to
"plan globally and act locally," in which activities such as
productdesign are conducted at a global level, but marketing and other transactionalactivities are customized locally.
Finally, managersmust be carefulin coping with culturalor
language differences. In the opinion of Jack Welch, General
Electric CEO, globalizationis increasinglydifficult for U.S.
companies (Fortune 1993, p. 88):
The expansioninto Europewas comparativelyeasy
froma culturalstandpoint.
As Japandeveloped,theculturaldifferenceswerelarger,andU.S. businesseshad
moredifficultythere.As we look ahead,the cultural
challengeswill be largerstill in therestof Asia-from
Chinato Indonesiato Thailandto India-where more
thanhalf the worldlives. U.S. companieswill haveto
adaptto thoseculturesif theyareto succeedin the21st
century.
The brand manager may press for flexible product designs that contain features importantto all marketscollectively or options that can be added readily to a basic design
to satisfy local requirements. The channel may become
more extensively involved in fabricationto suit local tastes.
Or scale economies from a single global design may be sufficient to reduce prices and/or increase promotion in each
marketto offset a lack of features.Brandmanagementwill
be involved actively in seeking out, selecting from, and implementing an arrayof such options.
The increasing openness of markets.Deregulationoften
leads to increasedcompetitionfrom outside traditionallydefined product-marketboundaries. Although banks, S&Ls,
and credit unions worried about increasing competitive intensity among themselves, they were beset by competition
from nonfinancial companies. Credit card operations are
now run by retailers(Sears' Discover Card),service companies (AT&T's Universal Card), and manufacturers(Ford's
MasterCard).Each of these new competitorsare leveraging
their established relationships with customers to penetrate
the credit card market rapidly. To contain threats, banks
have gone into partnershipwith airlinesand telecommunication companies to offer credit cards with "frequent user"
miles. On a larger scale NAFTA opened freer trade between the countries of North America, as did the Common
Marketbetween most countries of Europe.
The effects of deregulation are felt in varied industries,
ranging from import/exportto telecommunications, health
care, and transportation. In each case the effect was the
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same-intensification of competition and lowering of
prices and margins. But there is also a silver lining. Deregulation also has freed companies like AT&T to pursue new
opportunitiesin related industrieslike cellular communications, computers,and electronics. Lower long-distancecalling rates, forced by intense competition from MCI and
Sprint,have been offset partiallyby higher usage rates. It is
worth noting that competitive forces often precede deregulation.They are both a cause and an effect. The challenge to
brandmanagementis sometimes how to adapt proactively
to harshnew marketrealities before the protectionafforded
by regulationis removed.
Impact of TechnologicalChange
The pace and natureof technological change is itself affected by the globalizationof markets.Globalizationmeans
larger markets for the products of technology and greater
need to coordinate management activities over wider expanses of distance and time. Greater opportunity and reward brings more players to the table and affects the direction of researchefforts. A more diverse set of suitors may
even increase odds that technological breakthroughsoccur.
Computeraided design, manufacturing,engineering, software engineering, and associated approacheshave reduced
dramaticallythe time requiredto develop, design, test, and
manufacturenew productswhile reducingcosts and improving quality. These lower costs of technology. Information
technology, when coupled with flexible manufacturingsystems (or robotics), can be used to reduce order fullfillment
cycles and hence inventoryrequirements.Simply put, technology can be leveraged to gain competitive advantage.Or
technological change can be resisted by entrenched interests to their own detriment.Otherimpacts of technology on
brandmanagementfollow.
Product innovation. Technological innovation often
leads to new and better ways of solving old problems.
These innovative new productsmay offer greaterfunctionality at lower costs and can displace existing products(e.g.,
compact discs replacing cassettes; camcorders replacing
8mm movie cameras),thus providingopportunitiesfor new
entrantsthat may not have been otherwise available. Innovations sometimeprovideadditionalopportunityfor complementaryproducts(e.g., simplified programmingdevices for
VCRs). The progressionof technologies from vinyl records
to cassettes to CDs has presented opportunities for music
publishersto recycle older recordings.Although technological innovation is a threat to entrenched players, it sometimes can be used effectively to stave off competitors
locked into "me-too" products. For example, though private labels have capturedhigh sharesin staidconsumerpackaged goods like paper towels and jams and jellies, branded
goods also have been able to thwartcompetitorsby innovation in similar categories like detergents(e.g., concentrated
particles), soft drinks (e.g., aseptic packaging), and razors
(e.g., Gillette's Sensor) (Giles 1993). Innovationalso can become partof a firm's corporatestrategyfor sustainingcompetitive advantage(e.g., 3M, DuPont, and Gillette). Brand
managersare challenged to think creatively, even in mature
or stableproductcategories.Often innovationin the nonproduct dimensions of service, imagery, distribution(e.g., di-
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rect mail), or creative pricing (e.g., frequentflyer plans) can
create differentiation.The brandmanageris often in a position of leadershipin identifying such opportunities.
Convergence of product-markets. Technological advances sometimes have blurredboundaries between product markets. Okidata's innovative Dockit (winner of the
1993 Business WeekDesign Award)combines functions of
a laser printer,copy machine, optical scanner,and fax machine. This development was feasible because all functions
are drivenby the same digital technology. Multimediacomputerapplications(combining sound, pictures,and text) use
similar data handling mechanisms as AT&T's picture
phones. Airlines, hotels, and car rental agencies share the
same reservationsystem. These examples have led to acquisitions (e.g., AT&T's purchaseof NCR) as well as alliances
(e.g., between American Airlines, Marriott, and Hertz),
often resulting in situations involving joint promotion and
advertisingof brands.The challenges to brandmanagersinclude (1) how to utilize skills from one productmarketin another, (2) assembling and managing skills of several partners (i.e., ignoring traditionalorganizationalboundaries)in
developing and marketing new products and services, and
(3) managingjoint promotions and ensuring that "partner
brand" strategiesdo not adversely affect their own brands.
Regardlessof whetherit is technology-driven,the search
for defensible competitive advantagealso has extended the
boundariesof existing product categories or blurredexisting definitions. In some cases new, hybrid categories have
been created (e.g., toaster pastries, cereal bars, disposable
cameras). This has permitted a product manager to affect
the set of competitorswith which his or her new brandcompetes. Cellular telephones have increasedthe range of portable phones, and compactdiscs have introduceda more concert-like sound into recorded music and made feasible the
blendingof the computerand music systems into a multimedia (CD-ROM) format. For the brandmanager,such developments afford the opportunityto tap new applicationsand
markets. In other instances, new products could have fit
equally well into one of several categories, therebyproviding the brandmanagerwith importantpositioning decisions
(e.g., General Foods Jell-O pudding pops represented a
new, more convenient form of pudding or a competitor to
ice cream bars; personal digital assistants representanother
form of notebook computer or an organizer).Many industrialproducershave discoveredthe addedvalue that a recognized brandname, as an ingredientor component, can add.
By establishing a credible brandpresence in the final consumer market, producers such as Intel, with its "Intel Inside" campaign, or DuPont, with its Stainmasterbrand,are
attemptingto furthertheir influence with manufacturersof
personal computersand carpeting.
Time-basedcompetition (marketentry timing). In an era
of rapid technological change accompaniedby fast innovation, shorter product life cycles, and converging markets,
time-based competition is becoming increasingly important. In 1981, Honda introduced113 new or revampedmotorcycle models in just 18 months (Stewart 1992). From
1986 to 1990, Toshibalaunched33 differentmodels of laptop computers. By 1991, it had discontinued more laptop
models than most of its competitorshad introduced(Hamel
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and Prahalad1991). Companieswith shorterproductdevelopment cycles can close in on potential markets faster.
Each product iteration enables a fast-cycle company to
apply marketplacelearning(e.g., featuresand functionsthat
customerslike or do not want), therebypotentiallyimproving success of the next model. Brand managers acquire
greatercontrol.
Whencompetitorscan leveragesimilartechnologiesto duplicate products and services, speed is even more
important:
* Harvesting the best customers-An innovating company
oftenhas the abilityto cherry-pick
customerswho arelikely
to buymoreor willingto paymore.Then,if therearerelevant
switchingcosts or the pioneeringcompanycan makeit exthesecuspensiveforcustomersto migrateto otherproviders,
tomersbecomeless availableto competitors.
Thebrandmanagergainsstrategicadvantage.
* Occupying the mental corner store-Buyers tend to restrict

theirpurchasesto a few brandsin eachproductclass(Hauser
andWernerfelt
1990documentthe smallsize of mostconsiderationsets).A pioneersometimeshastheadvantageof "defining"theproductclassandthusbecomingoneof its typical
brands,possiblythe brandthatsets the standardwith which
othersarecompared(Carpenter
andNakamoto1989).

* Developing a reputation for innovation-Being

first also

thatareparticularly
valuablewhen
helpsestablishreputations
accessto the latesttechnologyis partof thebrandequitythat
is of value to businesscustomers.These brandreputations
havebeenshownto influencepositivelythe willingnessboth
to tryandrecommend
newproductsearlier,resultingin faster
diffusion (Zandan1992). In a short-cycleenvironment,a
three-month
timeadvantage
canbe substantial.

* Shorter order fulfillment cycles-GE's Quick Response pro-

technology,enabledits apgram,whichuses fastinformation
pliancedivisionto cutan80-daytimefromorderreceiptto deby
liveryby over 75%andreducedinventoryrequirements
$200 million.Thiscreatesan important
weaponin thearsenal
of the brandmanager.

* Mass customization-Information and flexible manufacturing

technologiesmaypermiteconomiesof large-scaleproduction
to be realizedwhileachievinga highdegreeof customization
of the final product,perhapseven to the individuallevel.
Dell's "madeto order"approachtailorscomputerproducts
to ordersreceived,enablingthecompanyto operatewithminimalfinishedgoodsinventory.DunhillSoftwarecancustomize and/orpersonalizethe computerprogramsit publishesto
Masscustomizationpermitsthe
specificuser requirements.
brandmanagerto take advantageof marketsegmentation
whilekeepingcontrolof costs.Vanityappealsorproductsbecomerelativelymorefeasible.

The Increased Power of Distributors and the
Evolution of Channels

The new level of competition in many product markets
has been abetted by dramaticchanges in product distribution and the behaviors of distributors.Whereas in the past,
productsmoved in a loosely coupled fashion from manufacturersto wholesalers and retailersto the final consumer,all
levels of distributionand supply now see the importanceof
systemwide coordinationto improve operatingefficiencies.
The advent of the term "relationship management" captures this new awareness of symbiotic interorganizational
requirements for delivering customer value. For some
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manufacturers,this has led to the recognition that distributors are customerswith theirown preferencefunctions.Conflict within the channel, in the past merely a nuisance, is
now seen as a potentially fatal obstacle to the success of the
brand.
Intensifying product market competition also has
changed the geographic scope of product market boundaries. As marketsbecome more global, the scope of distribution systems for most firms has broadened as well. Brand
managers now recognize the incredible value of global
brands-those recognized and admired throughout the
world-and the difficult tasks associated with their creation
and maintenance. For retailers, competition that traditionally has been focused on country-specific needs is beginning to evolve on a more regional and potentially global
basis. Manufacturersand retailersalike are seeing the opportunities for growth in emerging economies of Europe,Latin
America, and Southeast Asia. WalMart,for example, has
opened operationsin Mexico, and over half of Europe'slargest food retailers now have foreign operations. Worldwide
retail distributionsystems, though still embryonic,have importantpotentialimplicationsfor the developmentof worldwide brands.
As the relationship between producers and distributors
has intensified, the relative power of distributors,especially
retailers,also has increased. Increasingconcentrationin the
retailing industry has resulted in giants like WalMart,Target, and Toys 'R' Us, who can and do exercise their clout
in dealing with manufacturers.Driven also by the success
of new forms of retailing, such as warehouse stores and office products depots, and the emergence of increasingly
sophisticated information technologies and logistical support, manufacturershave lost much of the clout and control
they once held over the ways their brands are marketed
throughthe distributionsystem. The rapiddiffusion of electronic scanner systems has contributedto the shift in information power from manufacturersto retailers. A decade
ago, a P&G salespersoncould walk into a grocery and offer
a promotional campaign that "promised" substantial reward to the store. Now, store managerscan respondquickly
by examining the impact of such promotions.They can tell
the salesperson what works best-and what does not. This
has led the brandmanagerto more consultationwith distributors to seek greaterunderstandingof their perspectives.
In many cases, retailers are demanding, and getting access to, manufacturers'productsfor their own private label
and store brandpurposes. By offering private labels as offprice brands ("compare us with them"), retailers effectively have gone into direct competition with manufacturers. As a consequence, manufacturerswith a lower pricequality position have been losing ground. Now, several retailers have begun to move upstreamin quality throughattractively packaged private label brands like President's
Choice and Sam's Choice, designed to offer greater value
than the national brands. Brand managers thus are being
faced with new choices-to compete or join (i.e., produce
the privatelabel for the retailer).The nationalbrandmay be
forced to concentrateonly on flavors or varieties in which
the private label does not choose to compete.
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This power shift away from the producers of branded
productshas led to the well-documentedincreasein the use
of marketingactions directed at the trade ratherthan final
consumer. Distributors, interested in profit across brands
and product categories (Zenor 1994) and developing their
own bonds with consumers, are prone to play manufacturers against one another, creating difficulties for sales and
brandmanagers.This has encouragedbrandmanagersto obtain sound marketresearchinformationto become betterinformed in dealing with distributors(Russell and Kamakura
1994). Their appetitefor discounts also has grown steadily.
Retailersmake substantialprofits from policies like slotting
allowances (making manufacturerspay for shelf space for
new products)and forwardbuying (stocking up when manufacturersoffer productsat discountedprices). This has encourageda dramaticincrease in the use of tradepromotions
at the expense of consumer advertisingbudgets and led to
concerns about long-term effects on brand equity (Boulding, Lee, and Staelin 1994). Managersof large brandscan
try education to wean trade customers away from promotions through "everyday low price" (EDLP) and other
strategies.
Investor Expectationsand Brand Equity
Brand managersmay be subject to the whims of skittish
investorsdevotedto quarterlyearningsstatements.Unprecedented levels of merger and acquisition activity on Wall
Street in the late 1980s, often involving leveraged buyouts,
loaded buying companies and their managers with heavy
debt. Squeezed by pressurefrom investorsand lending institutions, brand managershave felt pressuresto (1) produce
short-termcash flows to meet debt coverage; (2) produce
steady, predictablegrowth in earnings;and (3) justify how
and why they expect investmentsin marketingstrategiesto
add value to the company.
They have responded in predictable ways to enhance
short-termcash flows. First, brand prices increased faster
than inflation across many product categories, increasing
the vulnerabilityof nationalbrandsto growth by privatelabels of similar quality. This led to "Marlboro Friday"
(April 2, 1993), when Philip Morris dramaticallyreduced
prices to stave off competitionfrom lower-pricedcigarettes
and set a precedentfor other firms (Giles 1993). Second, as
noted, brandmanagershave increasedreliance on tradeand
consumer discounts while reducing spending on advertising. Because of slow decay in the short term, cuts in advertising have fallen straightto the bottom line. Advertising's
share of the marketingbudget has shifted downwardfrom
over 60% to less than one-third(Landler,Schiller, and Therrien 1991). Some marketers maintain that advertising
builds long-termprofitabilitythroughimage differentiation,
whereaspromotionsdilute brandvalue by focusing on price
and discounts rather than a product's distinctive features
and benefits. Othersquestion the long-termvalue of advertising (always difficult to measure precisely) and focus on
the visible ability of promotions to affect sales. Boulding,
Lee, and Staelin (1994) provide evidence for the long-term
benefits of advertising and sales over promotions in creating product differentiation, possibly resolving the
controversy.
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The quest for steady, predictable growth in profits has
led to seeming risk aversion on the partof productmanagers. Cost savings have made it easier to introduce "new
products"using existing brandnames. The result has sometimes been a focus on incremental imporvements rather
than genuinely new products capable of outmaneuvering
existing productsor opening up new markets.Reliance on
brand name alone or relatively minor product changes to
differentiate an offering simply results in mindless extensions and competitive clutter.Although it probablyhas prevented inroadsby lower-pricedalternativesin a few categories, in othersit has led to increasedbuyerconfusion and resistance. The trade, ever pressed for valuable shelf space,
has responded with an arrayof special fees to discourage
such proliferation.And it has affected adversely previously
well-defined brand meanings and identities (Broniarczyk
and Alba 1994). General Mills, for example, seemingly ignored established brand associations when it introduced
Multi-GrainCheerios. It originally treatedthis as a new flavor rather than recognizing the inconsistency with
Cheerios' long-term nutritionalassociation with oats. Another product,Honey Gold Wheaties, has broughtassociations of added sugar to a well-established brandknown as
the "Breakfastof Champions."Althoughthese productsremain on the market,they have potentialto dilute the equity
in the original brands(Loken and John 1993).
Previousresearchdealing with brandextensionshad identified sound bases for success and found brand affect and
the similaritybetween original and extension productcategories as importantfactors (Aaker and Keller 1990; Keller
and Aaker 1992). Several articles in this special issue offer
additionalinsight to aid brand managers.Broniarczykand
Alba (1994) focus on the role of "brand-specific associations" as distinct from category-specific ones. Their findings indicate that these associations actually may dominate
brandaffect and category similarity.Extensions to dissimilar categories that value the brand association should be
more preferredthan those to similar categories that do not.
Their researchalso provides a rationalefor why brandscan
extend successfully to dissimilar productcategories. Dacin
and Smith (1994) discuss two experimentsand a consumer
survey that examine the effects of threebrandportfolio variables on the favorabilityof and confidence shown by consumers' judgments regarding future extensions. Their research suggests that brandextension success is affected by
the portfolio of productsassociated with the brandand extending into many differentproductcategories may be beneficial for a brandso long as the variancein quality remains
low throughoutthe portfolio.
Also, the brandmanageroften can implementline extensions in which minor variantsof a single productare marketed under the same brand name. Research reported by
Reddy, Holak, and Bhat (1994) assembles an extensive
cross-sectional and time series database from a variety of
sources and, using econometricanalyses, empiricallyinvestigates the determinantsof success for line extensions in the
cigaretteindustry.The authorsnote the consistency of their
empirical findings with propositions that previously had
been based on experiments or argued primarily on conceptual grounds. They also provide furthersupportfor the
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conclusionof Dacin and Smith that,when managedwell, extensions help in building equity.
For brandmanagementgenerally,probablythe most positive outcomeof recentmergerandbuyoutactivityis thatcorporate managersnow increasinglyrecognize brandsas critical assets. Brandmanagementis a formalcomponentof corporate strategy. Sara Lee, for example, has made building
brandequity a majorcorporategoal. The company has masteredthe artof applyingits brandmanagementskills in markets that traditionallyhave been fragmentedor dominated
by private labels. It buys leading brands and gradually
buildsbrandstrengthsultimatelyto "own" the productmarket-for example, the company has nurturedhigh profile
brandslike Playtex and Hanes in the packagedapparelmarket. This emphasison buildingand then leveragingbrandequity for greaterprofitabilityhas enabled Sara Lee to utilize
its core competence (brandmanagement)in marketsfar removed from its origins in packaged foods. Tylenol has
been able to leverageendorsementsfrom medicalprofessionals to develop an image of safety and "gentleness on the
stomach." It owns over 70% of the acetaminophenmarket,
despite other chemically identical productsselling for considerablyless.
Aakerand Jacobson(1994), from their study of the effect
of perceived quality (a concept related to brandequity) on
stock price movement, argue that brand managers should
convey to Wall Street analysts information about the
brand'squalityimage as well as financialinformation,to better depict long-termprospectsfor theirbrands.Their expectation is that financial analysts would rely less on shortterm measures of business performanceand brandmanagers will be freer to undertakestrategiesnecessaryfor ensuring the long-term viability of their firms. Ancillary evidence comes from the J.D. Power & Associates satisfaction
surveys, which continue to have a powerful impact on the
products and brands evaluated. When Dell Computer was
rated first in buyer satisfaction, both its sales and stock
price went up. Managersat WarnerLambertwere able to justify an expensive long-term campaign to target its antiallergen drug, Benadryl, to end users (patients ratherthan
physicians), and the result was a fivefold increase in sales
over four years.
Changing ConsumerMarkets
It is at the product-marketlevel that broadenvironmental
forces are transformedinto specific competitive threatsand
opportunitiesthat require new and creative brand management responses. Both customers and competitorslearn and
adapt.Once PC buyers learnedthat IBM-compatibleclones
were reliable and used the same components as name
brands,they refused to pay hefty price premiums for IBM
or Compaq.The introductionof Microsoft "Windows" improved the user-friendliness of PCs and drove Apple and
IBM-compatiblecomputerscloser together and made each
more vulnerableto price competitionfrom the other.Corporate downsizing and corresponding reduction in in-house
purchasingexpertisemay imply increasedimportancefor intangible "product" components such as the service and relationship dimensions. This shift may cause an increase in
the importanceof corporatebrandsand bringrewardto rep-
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utations that are compatible. The brand manager must become ever more sensitive to these possibilities.
The forces discussed in the previous sections manifest
themselves in marketbehaviors either by producersor distributorsand buyers. Buyers seek productsand services better suited to their purposes (Huffman and Houston 1993)
and learn and adaptto the changing set of competitive product and marketingprogramswith which they are confronted
(Ratneshwar,Shocker, and Srivastava 1993). The increasingly competitive marketplaceexposes buyersto new information and product/servicealternativesthat have potential
to influence their tastes and preferences.Producers,in turn,
learn more about what is being offered by competitorsand
what prospective buyers will purchase and thus also adapt
their offerings. After all, both face the imperativeof doing
things thatare simultaneouslyfeasible and desirable.Distributor willingness to carry and promote specific brands
serves to transfer some of the equity to the brand and in
turn is affected by whatever equity the brandcurrentlyenjoys. Brand management is challenged to understand the
dynamics of changing markets and manage brand
associations.
The usefulnessof brands. The value of a brandname is associated closely with its awareness,quality perception,and
the customer satisfaction engendered by related products
and offerings, among others (Aaker 1991). Brandsare symbols that consumers have learned to trust over time, and
they often signal intangibleproductqualities (Erdem 1993).
This signal is often based on "experience attributes"such
as perceived reliability, quality, and safety (Nelson 1970)
that products and related marketingprogramsafford. Such
intangiblesoften lead to more defensible advantagesfor the
firm relative to "search attributes" (physical features and
prices that are readily comparableacross brandsvia inspection or informationsearch) because consumer learningtime
and experience opportunitiesare limited. Search attributes,
moreover, often can be copied readily by competitors, and
it is only when they have not been (because of insufficient
time, patent protection,proprietaryproductionand distribution processes, or creativepromotion),thatthey also contribute to brand equity. Broniarczyk and Alba (1994) provide
empirical support for this signaling interpretationof brand
equity.
Customer satisfaction and "relationships" with a brand
provide it protectionfrom competition-for example, Tylenol was able to hold off initiatives by Datril and Panadol,in
spite of multimilliondollarmarketingcampaigns.And sometimes satisfaction offers protection from the company's
own mistakes; for example, consumerinvolvement with the
Coca-Cola brandkept the productalive when the company
introducedNew Coke. Relationships put any single action
in perspective, its importance evaluated against the background of previous experiences with the brand. Consequently, managershave found that satisfied customersoften
have many desirable characteristics-they buy more, are
willing to pay more, incur lower sales and service costs,
and provide referrals.This has spurredbrand managers to
focus on customer satisfaction as a measure of operational
success.
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The "value" imperative.Buyers across product-markets
have always demanded"value" but defined it by the behaviors of competitors.Toughereconomic times increase sensitivity. With added marketalternativesavailable, they are
now demandinghigh productqualityand good customerservice at reasonableprices. The increase in market share for
private labels suggests consumers may be less willing to
pay hefty price-premiumsfor the "image" componentof national brands. As acknowledged by "Marlboro Friday,"
such price premiumsfor the well-known brandare not without limit (Therrien,Mallory, and Schiller 1993). (The Park
and Srinivasan [1994] approachto measuringbrandequity
provides a practical means for valuing this image component.) Focus on value requires a paradigm shift-from a
price-qualityrelationshipin which high quality could be assumed to lead high prices to one in which companies must
produce high-quality products and services at ever lower
prices. Accordingto Jack Welch, GE's chief executive officer, "if you can't sell a top-qualityproduct at the world's
lowest price, you're going to be out of the game" (Fortune
1993, p. 86). Perhapsdramatic,but increasingly true!
Some distributors have adopted an EDLP strategy or
have added "value products" to their lines (e.g., Taco Bell
and Wendy's have value menus that, to an extent, cannibalize their regularmenus). To a brandmanager,such market
moves have pressured the development of new products
thatcan be offered at attractiveprice points. This latterstrategy has resulted in the "backwards" development of new
products, starting with the desired price point and image
and then designing the productand programto achieve it.
Shifting sociodemographicsand splintering markets. Increasing female participationin the workforce has led to a
premiumon the value of consumers' time and has provided
opportunitiesfor new products(e.g., prepackagedlunches).
Singles and one-parentfamilies also are growing. Such diversity among buyers means it is no longer sufficient to target advertisingfor grocery productsand packagedgoods to
homemakers by daytime television. The "female head of
household" is no longer the gatekeeperand arbiterof family tastes and preferences.A substantialshare of shopping
is now done by teenagersand men, who may establish new
brandloyalties, thus renderingtraditionalbrandsmore vulnerable to competitive moves. Because more twoincome families are eating out, branded consumer goods
"share of stomach" has been declining gradually (Glemet
and Mira 1993), and some restaurantchainshave found it desirable to producegrocery store (e.g., frozen food) versions
of their products.Such insights can help the brandmanager
develop growth strategies in related industries. For example, PepsiCo's expansion into fast-food chains (Pizza Hut,
KFC, and Taco Bell) not only allows the company to participate in the currentlygrowing part of "share of stomach,"
but also precludes competitors to the company's own soft
drinks in their stores.
Marketsalso arebecomingfragmentedby the growingdifferences in tastes that accompanyincreasingculturaland economic diversity. Buyer differences in such factors as concern for the environment,the value of time, and health and
nutritionalso provide scope for differentiation.The rise of
cable, with its offer of myriadchannels, and the consequent
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decline of network television representsmedia response to
increasing fragmentationof audiences, but it also makes it
more expensive to reachpotentialcustomers.(Interestingly,
althoughthe U.S. markethas become increasinglya market
of niches, global communicationnetworks promise greater
homogeneity in internationaltastes and preferences.CNN,
for example, reaches over 120 million viewers worldwide
on a daily basis. And teenagers in cities from Bangkok to
Los Angeles rock to MTV, which has a daily audience of
over 250 million and growing.) Managers of brands still
face a need to provide an orchestratedmessage to customers, distributors, and other publics in the form of "one
voice marketing." Although hardly an innovative concept,
the goal of integratedmarketingcommunicationshas been
drivenby the increasingfeasibilityof directmarketingactivities, fragmentednatureof media,emergenceof more sophisticated and efficient telecommunications,and increasedreliance on sales promotions relative to advertising.Each of
these has made the development of a strong and consistent
brandimage more difficult to achieve.
Measuring marketchange. Because it is inherentlyindividual and multidimensional,brandequity can be difficult
to measure, and even an appropriatemeasure can depend
on user purpose.A variety of measureshave been proposed
in the literatureor offeredas the proprietaryproductsof market researchand advertisingfirms (Srivastavaand Shocker
1991; Winters 1991). Each has strengths and weaknesses
and must be evaluatedin light of brandmanagement'spurposes. Yet measurementand trackingover time and possibly internationalboundariesis essential if brand managers
are to manage and control brand equity effectively.
Changes in measuresprovide feedback on the effectiveness
of past actionstakenor signal a need for possible futureconcerns. The multiattributedapproachproposed by Park and
Srinivasan(1994) uses a self-explicated version of conjoint
analysis to provide a quantitative measure, expressed in
termsof relative marketshareor price premium.It is one of
the few individual-level (in contrast to aggregate) approaches proposed. By measuring at the individual level,
the Park and Srinivasanapproachprovides insight to brand
equity for each relevant market segment. The brand manager gains understandingof the relativecontributionof product attribute perceptions and nonattributeimagery to the
brand equity for different segments and enables valuation
of a brand's extension to different product lines and other
markets.
The rapid increase in market information for managing
brands, particularlyfrom scanner technology at the retail
level, has had a majoreffect on how brandmanagementdecisions are made. Such researchdata are more objective and
can be collected and processedin a timely fashion.Oftenhistorical data for a productcategory are immediately available to the managerwhen the need for them arises. Increasingly, more and betterdecision aids have been createdto analyze such data. Russell and Kamakura (1994) propose
ways in which the differentialstrengthsof data collected at
the household (micro) and store (macro) levels might be
combinedto offer the brandmanagermore detailedinformation about brandpreferencesand socioeconomic characteristics of buyers (and segments), along with informationre-
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garding the sensitivity of the market to price promotions,
the impactof a brand'sstrategyon competitors,and the vulnerabilityof the brandto competitive actions. The work of
Chintagunta(1994) illustratesthe growing sophisticationof
methods available for leveraging the use of scanner data.
He proposes and tests an easier-to-implementmethod that
obtainsbrandpositionson a productmarketmap and the distributionof preferencesacross households while accounting
for effects of marketingvariableson brandchoice.
At the same time, many firms have reduced the size of
their internal advertising/marketingcommunications and
marketingresearchstaffs in response to the demandsfor increased efficiencies and reduced overhead. Marketing research also increasingly has been outsourced to suppliers,
with the staff functions within the firm being downsized.
As the need for integratedcommunicationsincreasesand internal staff supportfor this function is reduced, the role of
the brandmanagerin the critical areas of planningand executionof marketingcommunicationsfor the brandhas broadened. Larger advertising agencies and marketing research
suppliers have improved their ability to supply a strategic
focus. Yet such changes imply that greater responsibility
for strategicdirectionand initiatingneeded researchwill be
thruston the brandmanager.More creative use of existing
data, such as that suggested by the Russell and Kamakura
and Chintaguntaproposals, will help, but more innovative
studies requiring primary data collection will possibly
suffer.
CONCLUSIONS
Needless to say, brandmanagersappearincreasinglychallenged. The world of the brandmanageris complex and becoming more so. Technology is at once a curse and an opportunity-while creating new capabilities for the brand
manager,it also provides a need for new skills and different
vision. The forces brandmanagersface are not temporary.
If anything, they increase the need for the type of coordinatedmanagementbrandmanagementtraditionallyhas as
its strength.Brandscontinue to have value in a competitive
marketplace and undoubtedly will continue to exist. Although specific organizational forms may change, brand
managementitself will adaptand thrive as managersaccept
new challenges by improving their competitive ability
(Low and Fullerton 1994).
The Changing Basis for Brand Management
Given dramaticchanges in the competitivenatureof product-marketsand technology and their consequences in the
evolving role of both distributorsand facilitating organizations, it is understandablethatdecision processes and organizational structuresused to make and implementbranddecisions also may need reexamination.Firms face difficult
trade-offs between the increased importance of coordinating brand activities, both within and outside the organization, and the pressuresto decentralizedecision making and
eliminateentirelayers of managementin the hope of curtailing costs. Low and Fullerton (1994) trace the evolution of
brand management from the origins of the first national
brandsto the present. They provide an importanthistorical
perspectivefor many of the issues affecting brandmanage-
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ment today. They note that brand managementhas proven
quite adaptable to differing firm and marketing environments over its existence. As the moder corporationincreasingly incorporateshorizontalcoordinationstructures(Byrne
1993), the brand managermay even become part of crossfunctional teams.
The original logic for the brand manager system in the
multibrandfirm rested on the belief that competition internally for resources would improve efforts on behalf of each
brand.But managersfor multiple brandsin the same product category (such as Cheer, Bold, Oxydol, and Tide detergents for P&G) often competed as ruthlessly with one another as they did with counterpartsfrom competing firms.
The difficulty in coordinatingmarketingprogramsfor each
brandand demandsfor a more coherentapproachto managing an entire category of products on the part of the trade
led firms such as P&G recently to centralizedecision making at the category level, with other firms either following
or actively studying the possibility. Low and Fullerton
(1994) comment that category managementalso affordsthe
opportunity for more experienced executives to involve
themselves with the brandmanagementfunction,therebyreducing one of the weaknesses of traditionalbrandmanagement. Zenor (1994) argues that a category form of brand
managementorganization seems inherentlyjustified by an
improved ability to coordinatepricing and other marketing
efforts for a firm's different products and brands. His research uses a game theoretic model to estimate the magnitude of profit advantagethat category managementaffords,
given varying degrees of cross-brandprice elasticity in the
market.He demonstratesthat the success of category management is enhanced when competitorsare organizedsimilarly. Estimates of gain can be comparedwith the costs of
implementinga category managementstructureto decide if
such a move is beneficial.
Some Final Thoughts
This special issue is a reflectionof the currentstate of research in brandmanagementand testimony to the growing
importanceof this area. Investmentand marketingpractitioners' interesthas made brandsand brandmanagementrelevant for the academic community. Because it summarizes
much recent research, this issue, it is hoped, should be of
considerableinterestto practitioners.Several generalconclusions can be drawn from this collection of scholarly effort:
* No single or dominanttheoreticalframeworkhas emerged
thatguidesresearchin thisarea.Contributions
in thisissuereflect a multitudeof viewpointsfromcognitiveandconsumer
economics.Giventhe diversityof
psychologyto information
we
topicscoveredunderthe umbrellaof brandmanagement,
suspectthisareaof researchwill continueto borrowfromseveralunderlyingdisciplinesfor its conceptualandtheoretical
foundations.
The development
of theoryto guidebrandmanagementis increasinglynecessaryand will and shouldbe
integrative.
* In a similarmanner,this issuereflectsa broadarrayof methodologicalapproaches-fromexperimental
designto survey
of scannerdatato theuse
methodology,fromtheexamination
of criticalhistoricalanalysis.Again,diversityis calledfor,
given the natureof the problemsfacingbrandmanagers.In
this issue, we also have seen proposednewertechniquesto
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aid studyof brandmanagement
questions.
*Severalareasof importance
werenot explicitlyexaminedby
thiscollection.If researchon brandmanagement
is to remain
of significanceto the practiceof marketing,
we believemore
attentionis neededin areassuchas the following:
-The globalmanagement
of brands,especiallywithrespect
to whether,when, andhow brandnamescan be used as
sourcesof competitiveadvantagein an increasinglyglobal
economy;
-The impactof informationtechnologyon the brandmanagement system and brand manager's job-how that job is
changing as decisions are decentralized and involvement
in those decisions is broadenedboth inside and outside the
organization;
-How to leverage technology better when it is not proprietary to a single firm;
-Better understandingthe causes of individual, segment,
and marketbehavior(Barabbaand Zaltman 1991). Promising starts have been made by research dealing with purpose and context in buyer decision-making, but more is
needed to understandhow buyers form the criteria they
use to evaluate productsand marketingofferings and how
these change with differentdecision contexts;
-Better understanding of the circumstances under which
brandequity varies and when individual-or segment-level
measures are better. Globalization may imply that buyers
are less (more?) homogeneous than they may be domestically. The role of usage application on brand equity is
poorly understood;
-The relationshipbetween the shift in power in distribution
channelsand the controlover brandnames and the marketing programsthatsupportthose brands.Must privatelabelnational brand status create a fundamentaldistinction, irrespective of quality of the product?
-The development and importanceof corporatebrandsand
brandidentity, especially within business-to-businessand
service contexts;
-The understandingof better ways to managejoint and cobrandingand other forms of strategicalliances, especially
those between erstwhile competitors;and
-the development of more of a "systems view" of brands

andproducts
to includehowintangibles
createdby thepric-

ing, promotional,service, and distributiondecisions of the
brand manager combine with the product itself to create

brandequityandaffectbuyerdecisionmaking.

Although these are important questions, we recognize
they are difficult to pursue, especially with empirical researchalone, and may requireconsiderabletheoreticaldevelopment. The payoff from such efforts, however, would appear large. Given the challenges and opportunitiesaffecting
contemporarybrandmanagement,the futurefor researchin
this area is promising. We hope this issue serves as a point

of departure rather than a destination and a catalyst for future contributions in the brand management area.
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