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ABSTRACT 

In recent years, the practice of co-branding has attracted a large number of scholars and 

practitioners. While the body of work is growing, an underlying framework and common taxonomy 

are still lacking. Thus, research is undirected and fragmented with much attention paid to the 

interplay of the involved brands and their evaluation by customers, yet little room for other 

important issues. What does become clear from previous work is that co-branding apparently 

constitutes a hybrid of strategic alliance and brand extension. Accordingly, in this paper a 

framework for co-branding is suggested based on theoretical discussion of brand extensions and 

strategic alliances. The model reveals where in co-branding concepts and ideas from each of the 

other theories can be applied. Suggestions for practitioners are made to support initializing and 

managing brand alliances in an appropriate way. Furthermore, the model also offers scholars areas 

in which further research seems necessary to yield a more comprehensive picture on brand 

alliances. Additionally, an integrated taxonomy for brand alliances is developed based on previous 

work done in this area. Co-branding is defined, and different forms of brand alliances, classified as 

either symbolic or physical are identified. 

 

 

1 Introduction 
Branding, as a way to identify the producer or owner of goods, is millennia old. Coming from the 

Old Norse word “brandr”, meaning “to burn”, it used to describe what literally was done: sigils or 

marks were burned into cattle’s hide, pottery, and weapons. Marks of widely renowned craftsmen 

were easily identified and helped establishing trust in the goods’ quality, and superiority (Blackett 

2003). 

Coming from the simple sigils and marks of old, brands in the modern business world are valuable 

assets for the companies owning them more than ever before. For many companies with strong 

brands, e.g. typical fast-moving-consumer-goods companies such as Unilever or Beiersdorf, the 

value of intangible assets including brands can be up to ten times as high as net value of tangibles. 

Furthermore, brands sometimes account for 70% of intangible value (Keller, 2003). With the 

proliferation of brands in all industries, including business and consumer markets, brand managers 

face a host of challenges, among others dilution of brand equity, declining differences between 
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brands, maturing markets, and increasing costs of product introduction and support (Keller, 2003). 

This all decreases the effect of existing brands. Therefore new ways are asked for to circumvent 

obstacles in leveraging existing brands and building new ones.  

Consequently, brand alliances have gained growing attention over the past years within the 

academic as well as professional world exhibiting growth rates estimated at 40% annually 

(Hadjicharalambous, 2006). While scholars embraced this new field of research frantically, 

producing a large body of work on effects of brand alliances on the parent brands and vice versa 

(e.g. Simonin and Ruth, 1998; Baumgarth, 2004; Rodrigue and Biswas, 2004), and the fit of the 

involved brands’ personality and the effect on consumer acceptance (e.g. James, Lyman & 

Foreman, 2006; Dickinson and Heath, 2006), there seems to be little agreement on typology and 

framework in which to analyze brand alliances (Hadjicharalambous, 2006). The lack of common 

typology and a comprehensive framework can be seen as an opportunity for scholars to research 

without restrictions within the field of co-branding. However, a framework could actually support 

this research by giving direction to analysis. Varadarajan (1986) points out, that the development of 

a classification scheme can be helpful in analyzing any discipline. Without a common paradigm the 

different directions research can take often make up for a disjointed picture (Stern & Reve, 1980). 

Moreover, a common taxonomy helps to avoid misunderstanding and clarifies circumstances 

(Hadjicharalambous, 2006). Especially for practitioners a comprehensive framework provides 

guidelines how to develop brand alliances, and maybe even more important how to actually manage 

them by outlining advantages, disadvantages, and best practices. Considering that up to 60% of 

alliances formed fail, a better understanding of co-branding may help to guarantee success (Dacin, 

Hitt & Levitas, 1997). 

Unfortunately, only few works in this direction exist for co-branding and they are incoherent and 

contradictory in the way brand alliances are viewed. Rao and Ruekert (1994) undertook an early 

attempt in looking at co-branding as a strategic alliance. They clearly have a point since both 

strategic alliances as well as co-branding involve more than one entity. This requires due 

consideration as to how to initialize and manage the partnership. Hadjicharalambous (2006) on the 

other hand suggests seeing co-branding as a form of brand extension and criticizes Rao and 

Ruekert’s approach as focusing too much on the supply side, whereas the demand-side, i.e. 

consumers’ perception of the brand alliance, was more important. Again, there is truth to this. 

Brand extensions and co-branding both involve existing brands with certain images, which need to 

be coherent in the customers’ eyes to maximize brand equity. Hence, brand managers have to 
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proceed carefully in deciding which additional products to brand under the well known name. 

James (2006) in a recent research based on Aaker and Keller’s (1990) widely acknowledged brand 

extension framework shows that some of the elements suggested by Aaker and Keller can be 

applied to brand alliances while others are less important. So, both sides produce valid arguments 

for their point of view. This raises the suspicion that they both might be right. Indeed, it seems co-

branding constitutes a hybrid or sub-case of both brand extensions and strategic alliances. However, 

the question remains when to use brand extension typology and practices in dealing with co-

branding, and when to employ insights from strategic alliances theory. 

1.1 Problem statement 

In light of the previous discussion it seems there is some need for a framework capturing co-

branding and its roots both in brand extensions as well as in strategic alliances. Thus, the following 

problem statement is derived:  

In order to classify co-branding a comprehensive framework based on both brand extensions and 

strategic alliances, and a general taxonomy of brand alliances will be developed in this paper. 

The problem statement reveals the two purposes of this paper. The first is to establish a common 

taxonomy for co-branding. A generally applicable taxonomy is important for advancing insights in 

any area, since only a common language allows everyone to join and understand the discussion 

(O'Kane, 2006). Thus, with co-branding specific terminology understanding will increase for 

scholars and practitioners alike. 

The second purpose of this paper is to develop a comprehensive model of co-branding. This will be 

done by analyzing and comparing existing concepts and theories on brand extension and strategic 

alliances with the problems encountered in co-branding. Thus, co-branding will be placed in a 

framework between brand extensions and strategic alliances, lending insights and concepts from 

both. Consequently, the framework will make implications both from brand extensions as well as 

strategic alliances more obvious. This will be helpful to practitioners in initializing and managing 

brand alliances. The model will enable them to identify where best practices and useful tools and 

processes from the better documented fields can be applied to brand alliances. Furthermore, based 

on this framework it will be possible to identify issues for further research. Issues in strategic 

alliances and brand extension research can be extended to the field of brand alliances where 

applicable. Hence, the framework to be established will help both scholars and practitioners to 

approach brand alliances in a better way. 
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1.2 Outline of the paper 

In order to increase clarity the main part of the paper is divided into nine chapters. Following the 

introduction Chapter 2 explains this paper's delimitations. In Chapter 3, the methodology used in 

this paper for answering the problem statement is explained. The following Chapter 4 is devoted to 

defining brand extension, strategic alliances, and co-branding, and to establishing a common 

taxonomy for the latter. Afterwards, Chapter 5 introduces important concepts in branding such as 

brand equity and brand knowledge, as they are relevant to understand some of the connections 

between co-branding and brand extensions. Subsequent, the analysis will be presented in Chapter 6, 

utilizing the methodology outlined in the second chapter. In Chapter 7 the final framework and its 

implications for practitioners will be presented. Following, possibilities for future research based on 

the model are suggested in Chapters 8. Finally, the paper will conclude with Chapter 9, 

summarizing the findings and completing the work.  
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2 Delimitations 

In this paper a conceptual framework depicting co-branding is developed. This framework is 

prescriptive in nature, based on analysis of existing theories and concepts in the fields of strategic 

alliances, and brand extension. Strategic alliances and brand extension are assumed to be building 

blocks of co-branding based on previous work by other scholars, e.g. Hadjicharalambous (2006), 

and Rao and Ruekert (1994). It is not part of this paper to challenge this view as it seems well 

substantiated. However, analyzing concepts and theories from both fields of research will reveal 

how large the respective influence on co-branding exactly is. 

Furthermore, a framework can only capture a section of any given research field depending on 

underlying assumptions and models used to develop the framework. Otherwise the framework will 

become too broad and arbitrary, thus losing its purpose of delivering information in a concise way. 

This is to be considered when making use of any given framework. In this paper a model of strategy 

formation is utilized to analyze brand extensions and strategic alliances to design the framework for 

co-branding. This means the final framework will look at co-branding from a strategic angle. Other 

frameworks are imaginable, though, e.g. relational or behavioral frameworks. Thus, the framework 

developed in this paper will be most helpful in situations concerning strategic decision-making with 

regard to brand alliances, and may be of limited use in other situations involving co-branding. 
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3 Methodology 

In order to establish a common taxonomy contemporary articles and textbooks on co-branding are 

analyzed. There is no reason to reinvent the wheel, and with brand alliances being around for 

several decades now (Keller, 2003) there are some ideas about definitions and concepts involved 

this paper can draw upon. However, this information is scattered and fragmented 

(Hadjicharalambous, 2006). Thus, the taxonomy derived in this paper will mostly be an integration 

of existing terminology in co-branding. This work will not only be helpful in supporting the 

framework developed in this paper, but can also be used in future research. The idea is to have a 

comprehensive and generally understood taxonomy for brand alliances. 

After establishing the terminology the actual framework will be developed. When modeling a 

framework for theories, there are basically two choices which type of model is desired, prescriptive 

or descriptive. Both forms have their specific advantages and disadvantages. Descriptive 

frameworks reflect the reality and are crucial in understanding how things are done presently. This 

apparently requires extensive empirical research as validity is important, i.e. the framework needs to 

describe reality comprehensively (Smith, 1989). Furthermore, practitioners are not free of failure. 

Thus, a descriptive framework will capture possible flaws in decision-making and processes. As 

guidance how things ought to be done, its value is limited. This, however, is what a prescriptive 

model can deliver. Based on rational and logical analysis, it tries to outline how best practices ought 

to look like. However, where a descriptive model needs to be valid, a prescriptive framework has to 

be applicable, i.e. relevant for real-life decision-making and problem-solving (Smith, 1989). This 

means scholars have to bear in mind if and how the model will be applied in practice. Still, it simply 

may not always be possible to adhere to them, or even counterproductive in certain situations, e.g. if 

quick actions are required. While this certainly sets limits for the applicability of any prescriptive 

model, it does not render them totally useless due to the advantages outlined before. 

Apparently both types of models are important as they mark the opposite ends between depicting 

and suggesting tools and practices. It is in this area of conflict where new insights can be derived. 

Variations between the models can be analyzed, and an integrated framework developed, which will 

combine the advantages of both (Panagiotou, 2008). However, due to space and time constraints 

this paper cannot deliver such a holistic framework. Instead a first step is made to establish one of 

the endpoints. In this case this will be the prescriptive framework on brand alliances, as a rational 

and logical approach to this field seems important given its fragmentation (Hadjicharalambous, 

2006). In order to guarantee utility, theories and concepts previously established in the three areas 
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of brand extension, co-branding, and alliances will be compiled and analyzed to find the relevant 

similarities and differences. Through establishing the points of overlap between co-branding, brand 

extension, and strategic alliances, practitioners and scholars are enabled to filter which concepts in 

brand extension and strategic alliances are also relevant for brand alliances.  

In order to structure the analysis of the concepts another framework is needed. Deriving a 

comprehensive yet focused model is this paper's purpose. Thus, analyzing the theories without 

underlying concept is pointless, and will only result in another fragmented and unorganized model. 

It is quite palpable that the framework utilized for the analysis cannot be any of the concepts to be 

analyzed as this would bias the outcome unacceptably. Since this paper’s purpose is to establish a 

framework for co-branding based on brand extension and strategic alliance theory, a model has to 

be applied with relevance for all the theories involved. 

Therefore another framework is called for. Having this in mind strategy formation as background 

for the analysis is chosen. Strategy formation is the formulation and implementation of strategies, 

thus encompassing the planning as well as the executing stages of the strategic process (De Wit & 

Meyer, 2004). This makes strategy formation a useful framework for the intended analysis since the 

entire string of decision-making from initial idea to implementation and monitoring will be 

considered. Furthermore, the three concepts constitute strategies on the corporate and functional 

level respectively. Co-branding as well as brand extensions involve questions such as “Which 

product category do we want to operate in?” or “Which customer segments do we want to cater to?” 

These questions are clearly strategic in nature, if not at corporate level definitely so at the functional 

marketing level. Moreover, these concepts include the question how to leverage one of the most 

valuable assets companies have, which is the brand (Keller, 2003). Initializing and managing 

strategic alliances involves decisions on how to deal with competitors and other players in the 

marketplace. Choosing whom to ally with and whom to compete with obviously constitutes 

strategic decision-making.  

One important implication of choosing strategy formation as model for the analysis has to be 

pointed out here. This approach will naturally and inevitably yield a strategic framework for brand 

alliances. Of course, other frameworks are imaginable using different models in the analysis. Based 

on the previous discussion on advantages of the model chosen, it seems reasonable to proceed with 

strategy formation, though. Analyzing strategies with a strategic framework simply makes sense.  

However, while strategy formation seems a useful framework for the analysis, the debate among 

scholars how this framework actually looks like is still ongoing. Mintzberg (1987) distinguishes 



emergent and deliberate strategies, i.e. patterns that can only be seen after actions have been taken 

over time in reaction to environmental changes compared to those strategies build on previous 

plans. Apparently only the latter one actually requires and constitutes a framework of consecutive 

steps taken by decision-makers. In practice, strategy processes in most companies will be found 

somewhere in between these extremes. Mintzberg and Waters (1985) worked out a range of eight 

strategy processes from planned, i.e. purely deliberate, to imposed, i.e. purely emergent reflecting 

this. Since it is unlikely that either brand extensions, co-branding or strategic alliances are purely 

emergent strategies, i.e. realized without any previous planning whatsoever; attention can be turned 

to more planned strategic formation frameworks. 

3.1 Strategy formation in eight steps 

De Wit and Meyer (2004) suggest an eight step process encompassing formulation and 

implementation as well as monitoring activities (Figure 1). Furthermore, being presented as a circle 

of ongoing activity their approach acknowledges that a strategist’s work is not done after 

implementation. Instead strategies need to be reconsidered constantly to improve and adjust them to 
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developments internally and externally. Thus, the framework represents a rather planned approach 
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 identify four steps in strategic thinking, identifying, 

ntifying  

er the question “What is a problem?”. In order to benefit from opportunities 

 primary set of principles of an organization capturing which purpose it 

tegic filtering process besides the overall purpose defined 

incorporating some elements more dynamically which seems fitting for the purpose of this paper 

and the nature of the concepts to be analyzed. 

In their framework De Wit and Meyer (2004)

diagnosing, conceiving, and realizing. The first two steps can be seen as defining the problem while 

the last two refer to solving it. Furthermore, each step consists of two activities vital to reach a 

positive outcome. It has to be noted, that this framework deals with corporate strategy formation. 

This does not render the model useless for the analysis at hand. While the strategies discussed in 

this paper are of a more functional nature (with exception of strategic alliances), they still require 

some kind of formation approach. Some adjustments are necessary of course, which will be 

mentioned in the following discussion of the eight steps involved in De Wit & Meyer's (2004) 

approach.  

3.1.1 Ide

Identifying tries to answ

or counter threats strategists have to acknowledge their existence and evaluate their importance. The 

building blocks of identifying are mission setting and agenda setting (De Wit & Meyer, 2004). 

3.1.1.1 Mission Setting 
Mission setting refers to the

serves, in which area and under which conditions. This will influence the organization’s filtering of 

strategic issues thus affecting which problems will be tackled (De Wit & Meyer, 2004). It has to be 

noted that this definition of mission setting refers to corporate strategy and is of limited value to the 

analysis at hand since the strategies analyzed here are of a more functional nature. Therefore, for the 

analysis mission setting is understood in a more focused way as the objectives set for the marketing 

function or the alliance. This interpretation is reasonable, since these functional goals will of course 

be affected by the organization's mission and help to accomplish it. Furthermore, mapping 

functional strategies will follow the same reasoning as corporate strategies. 

3.1.1.2 Agenda Setting 
There are other factors influencing the stra

by the mission. For instance, the perception and view of strategists themselves can have an 

influence on which topics make it on the agenda. Corporate culture and implicit as well as explicit 

rules on what to discuss openly and what not will determine the debate (De Wit & Meyer, 2004). 

Obviously, agenda setting highly depends on individuals in an organization and the organization 
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understand the situation and its underlying causes. The question answered 

strategists are interested in the direct environment, i.e. the market 

erstand the external environment, they also have to comprehend 

trategic challenge strategist must develop a solution. This stage is referred to 

ue possible strategies have to be developed. Often there is more than 

itself. Therefore, it will be largely omitted in this paper as the framework will be generic. However, 

it can be said that the respective agendas have to allow for the different strategies and concepts 

analyzed in this paper. For instance, managers have to be willing to ally with competitors and the 

organizational culture has to support and accept cooperative behavior beyond the company's 

boundaries in order to consider alliances a strategic alternative. 

3.1.2 Diagnosing 

Diagnosing means to 

here is “What is the nature of the problem?”. External and internal analyses are the activities for 

diagnosing the situation (De Wit & Meyer, 2004). 

3.1.2.1 External Assessment 
When doing an internal analysis 

situation, but also in the broader context. However, the analysis should not only consider the current 

state, but also try to identify future developments and trends (De Wit & Meyer, 2004).  

3.1.2.2 Internal Assessment 
Strategists not only need to und

internal strengths and weaknesses, i.e. competencies and resources available for developing and 

implementing a solution (De Wit & Meyer, 2004). 

3.1.3 Conceiving 

When dealing with a s

as conceiving. The associated question is “How should the problem be addressed?”. To address an 

existing problem first options need to be generated and the most feasible and promising has to be 

chosen (De Wit & Meyer, 2004).    

3.1.3.1 Option generation 
In order to solve a strategic iss

one potential solution and a number of options are developed based on the insights won in the 

previous steps (De Wit & Meyer, 2004). Option generation not only yields general strategic 

directions, but also more detailed road maps. For instance, in case of strategic alliances this can be 

different kinds of alliances with different partners. 
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3.1.3.2 Option selection 
Obviously at this stage the most feasible option from the list of generated options is chosen to be 

implemented. This step involves a careful evaluation of the potential strategies based on formal 

criteria, and experience and judgment of the decision-makers (De Wit & Meyer, 2004). Advantages 

and disadvantages of the different options as well as their potential to be successfully implemented 

are assessed and weighed to reach a final solution. 

3.1.4 Realizing 

Finally, realizing refers to the implementation of the solution and monitoring its success. The 

question to be answered is “What actions should be taken?”. At this stage action has to be taken, i.e. 

the solution needs to become live and its performance must be controlled (De Wit & Meyer, 2004). 

3.1.4.1 Action Taking 
This is the stage where the selected option is implemented. It encompasses everything from 

resource allocation over setting up the activities to running the system on a day-to-day basis (De 

Wit & Meyer, 2004). 

3.1.4.2 Performance Control 
It is not enough to implement a strategy. In order to understand how it works in reality and to 

measure its effectiveness, i.e. whether it solves the problem as intended, an ongoing screening and 

monitoring is necessary (De Wit & Meyer, 2004). This involves deciding what performance 

indicators to utilize in order to comprehend the outcome. Based on the insights gained at this stage 

it might be necessary to re-think the strategic process, possibly even starting with re-evaluating the 

problem definition itself. Therefore, De Wit and Meyer’s approach can be seen as dynamic and 

ongoing. 

 

 

 

 

 

 

 

 

 



4 Terminology 

One purpose of this paper is to develop a common taxonomy applicable to co-branding. This will 

increase understanding among everyone involved with brand alliances. Therefore, in this chapter 

this general taxonomy is established. However, what goes for the understanding of brand alliances 

in general also goes for this paper in specific. Thus, the other two concepts discussed, i.e. brand 

extensions and strategic alliances, will be defined for purpose of this paper, too, in order to increase 

comprehensibility of the analysis. 

4.1 Brand Extensions 

As with many topics in the academic world there are different views on brand extension and its 

definition. Aaker (1991) refers to brand extensions as branding a new product in a new product 

category with an existing brand. He distinguishes line extensions, i.e. modifying an existing 

product, e.g. changing flavor or package size, within the same product category. Keller (2003) 

views brand extensions as belonging to one of two groups, line extensions and category extensions. 

The former one apparently corresponds with Aaker's line extension and the latter one with what 

Aaker sees as brand extension. Thus, Keller's definition obviously is broader.  

It may be arguable if a minor modification as implied by a line extension justifies the expression 

“brand extension”. Apparently line extensions are less risky than product extensions through 

changing the original product only slightly. Many of the dangers associated with category 

extensions, e.g. brand dilution, are minimal with line extensions. Changing package size and 

introducing new flavors is not very likely to change customers' brand associations dramatically. 

However, the reduced risk does not necessarily mean that line extensions are not part of brand 

extensions. The line extension just as the category extension can help to increase sales and achieve 

growth. Appealing to a larger group of customers through introduction of new flavors and packages 

catering to different needs also 

supports building of brand equity 

for the parent brand (Keller, 

2003). Thus, objectives and 

advantages in line and category 

extensions are the same, and for 

both these revolve around the 

brand. For the remainder of this 
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paper brand extension therefore will refer to both line and category extensions.  

However, line and category extensions are not the end to the extension story. Aaker (1997) points 

out that extensions can also be distinguished by direction, i.e. is being vertical or horizontal. This 

basically refers to the price and perceived quality in customers' eyes. Usually brand extensions are 

horizontal. For instance, with introduction of its A-class Mercedes extended its sedan brand into the 

compact car category. Similarly BMW entered this product category when launching its new 1-

series. Both car manufacturers positioned their new cars in the premium segment, thus sticking to 

their traditional price segment. The extensions clearly were horizontal in nature. Vertical 

extensions, i.e. introducing products in higher or lower price segments while using an existing 

brand, are apparently more risky. Price and perceived quality are usually part of the brand image. 

By changing these characteristics brand dilution seems unavoidable. Nonetheless, there can be 

situations in which vertical extension is a valuable option. First, there might be opportunities in 

down- or upscale markets with booming segments. Second, strategic threats such as eroding 

markets in current segments due to new entrants and stagnating demand may call for growth in 

other segments (Aaker, 1997). While the reasons mentioned warrant some kind of vertical extension 

they do not necessarily call for vertical brand extension. However, the advantages of brand 

extension are given in this scenario, too. The new product can benefit from the parent brand and 

leverage brand knowledge and image to appeal to customers in the new segment. Hence, customers 

will adopt the new product faster, increasing market penetration and reducing risk of failure for the 

company. Furthermore, cost savings in labeling, packaging and marketing can be achieved by 

extending existing brands vertically (Aaker, 1996). In order to extend a brand successfully in 

vertical direction brand managers have to adhere to some rules. Aaker (1997) identifies two 

strategies to extend vertically, both up- and downscale.  

One way to establish a vertical extension successfully is the use of sub-brands. With this strategy 

the brand is extended using an additional name or symbol to distinguish the new product from 

previous ones. This practice is very common in the automobile industry. Recall the example of 

Mercedes introducing the A-class. While positioning the new model in the premium segment 

secured the brand image of high price and high quality (through inference), entering the compact 

car segment was likely to harm other aspects of the Mercedes brand which is known for luxury 

sedans. However, the classification as A-class constitutes a sub-brand. Supported by dedicated 

advertising campaigns a brand image can be formed for sub-brands that builds on the parent brand 

while simultaneously stressing the differences between parent brand and sub-brand (Aaker, 1997). 
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The second strategy suggested by Aaker is to reposition the entire brand. Referred to as Marlboro 

option due to the general price cut initialized for this brand in 1993 (Aaker, 1997), this strategy 

implies a change in price across the complete range of products. However, it is questionable 

whether this really constitutes an extension since the brand is actually shifted entirely. It seems 

administering a Marlboro option is simply re-branding or repositioning the existing brand rather 

than truly a brand extension. 

Combining both types of brand extensions, i.e. line and category extension, and direction of brand 

extension results in a matrix with four different forms of brand extensions as depicted in Figure 2. 

These four forms are what is understood as brand extension in the remainder of this paper. Hence, 

brand extension is defined as branding a new product within an existing line or in a new product 

category – vertically or horizontally – using an existing brand. 

4.1.1 Brand extensions and categories 

Having established a definition for brand extensions around the terms “line” and “category”, it is 

worthwhile to shortly consider what the latter actually refers to. This is important since the notion in 

day-to-day language usually differs from what is practical in an economic context. Accordingly, 

Mervis and Rosch (1981) note that “a category exists whenever two or more distinguishable objects 

are treated equivalently. This equivalent treatment may take any number of forms, such as labeling 

distinct objects or events with the same name, or performing the same action on different objects” 

(p. 89). With this definition, based on psychology and day-to-day usage, “category” becomes 

arbitrary. What is equivalent depends on the concept used in the specific context. Thus, “whale” and 

“cow” both belong to the category “mammal” since both fulfill the definition of mammal despite 

the huge differences between both animals (Boush, 1993). In this context the meaning of “category” 

and membership in one depends on language itself and what the speaker wants to be perceived as 

category. To take the discussion full circle and back to categories in brand extensions it is obvious 

that this way of looking at categories is rather impractical. Categorization of products highly 

influences decision-making in product development, positioning and brand extension (Viswanathan 

& Childers, 1999). The implications for companies and their brands are different for line and 

category extensions. A category extension is more difficult since the risk of brand dilution is 

increased. The brand is used with a product different from the one customers usually associate it 

with. At the same time customers confronted with a new alternative unknown to them will perceive 

higher risk from a buying decision, thus being less inclined to test the new product (Grönhaug, 

2002). Furthermore, a new product category is likely to require different sets of skills and resources 
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for developing and production. Understanding what these requirements are and the difficulties 

connected to the extension will depend partially on acknowledging that the extension will mean to 

enter a new category. Thus, for practitioners understanding of what is a category is crucial. From 

the previous discussion two sources of defining categories in a brand management setting can be 

derived: the customer, and skills and resources. Customers' understanding of categories is important 

since the risk of brand dilution stems from customers perceiving new products under old brands as 

“wrong”. Adapting the customer's view categories can be defined by their usage and substitutability 

(Smyth, 2001). Products fulfilling the same customer need and being substitutable can be 

considered as members of the same category. At the same time they should require similar sets of 

skills and resources in development and production from the company's point of view. Thus, in 

branding products can be considered belonging to the same category if they (i) address the same 

customer need, (ii) are substitutable, and (iii) require similar skill sets and (iv) resources in 

development and production.  

If not all of these requirements are fulfilled it is likely that the products belong to different yet 

related categories. For instance, Colgate-Palmolive offers both toothpaste and toothbrushes under 

its well-known Colgate brand. According to the previously established definition “toothpaste” and 

“toothbrush” constitute two different categories. While usage is the same, i.e. oral hygiene, the 

products are clearly not substitutable (in fact they are complementary). At the same time the 

resources needed in production will differ while the required sets of skills might show some 

overlap, especially in development. Thus, while constituting two distinguished categories, 

toothpaste and toothbrushes can be considered related. 

4.1.2 Brand stretching 

Category extension can be distinguished regarding the relatedness of the new category to the 

original category the brand is related to. Jobber (2001) labels unrelated brand extensions as brand 

stretching, e.g. Virgin, initially engaged in music publishing, extending into such categories as 

airlines, soda, alcoholics, and banking. Since expanding into unrelated categories bears much higher 

risk of brand dilution, related and unrelated category extensions need to be viewed differently 

warranting a dedicated label for unrelated category extension. While being part of category 

extension, brand stretching might appear in this paper whenever the discussion refers specifically to 

category extensions in unrelated categories. Otherwise category extension will be used to comprise 

brand stretching.        
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4.2 Strategic Alliance 

The term strategic alliance often is used in a very broad sense encompassing every collaborative 

relationship beyond one time exchanges between different players in the marketplace (Cravens, 

Shipp & Cravens, 1993). For instance, Kauser and Shaw (2004) define strategic alliance as “(i) 

contractual agreements between two parties for which no legal entity is created and there is no 

purchase of equity between parties, (ii) equity participation which involves the acquisition of equity 

in one firm by another, (iii) joint ventures in which a separate legal entity is created and (iv) 

consortia, a collaborative arrangement among three or more parties, regardless of the equity 

structure” (p. 11). This definition includes joint ventures and (partial) acquisitions, and gives no 

indication of the alliance’s purpose. Furthermore, it makes no difference between vertical or 

horizontal relationships. However, Kauser and Shaw clearly acknowledge that an alliance does not 

have to be bilateral but also can be multilateral. This definition is very comprehensive yet a little 

fuzzy in point two. Since the acquisition of equity is not necessarily reciprocal it seems to allow for 

simple acquisitions, too. However, including mergers and acquisitions in the term strategic alliance 

contradicts its intuitive meaning, as any kind of inter-organizational collaboration ceases when 

companies merge or are acquired. However, the collaboration between two or more independent 

entities lies at the heart of what is called strategic alliance. An equity based alliance – in order to 

really constitute a partnership – should include a swap of stock and an additional agreement to 

cooperate in certain areas. The equity exchange simply constitutes a way of governance, allowing 

managers and directors to sit on the boards of the partner (Bamford, Ggomes-Casseres & Robinson, 

2003). If the involved companies are direct competitors they will probably decrease competitive 

behavior towards each other to avoid harming their investments. However, absence of competition 

is not equal to cooperation. An additional agreement is needed verifying cooperative action to 

constitute a real alliance as seen in this paper.  

Cravens et al. (1993) on the other hand use a very distinct definition. According to their 

terminology joint ventures, and mergers and acquisitions have to be distinguished from strategic 

alliances (Appendix A). Moreover, they also make a distinction between horizontal and vertical 

collaboration. Thus, a strategic alliance is a horizontal collaborative relationship that does not 

include any kind of equity exchange or creation of a new entity as in joint ventures. Ring and Van 

de Ven (1994) follow this definition by viewing joint ventures, strategic alliances and other 

collaborative relationships as part of a larger group they refer to as inter-organizational 

relationships.  
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Making a difference between horizontal and vertical relationships as well as relationships including 

the creation of new entities seems reasonable within a more comprehensive framework on inter-

organizational relationships as implications and approaches will differ largely. However, labeling 

one of these as strategic alliances is somewhat misleading since the term itself is very broad and 

intuitively understood as any kind of collaboration furthering strategic interests. For purpose of this 

paper the term strategic alliance will thus be defined as combination of the two extremes.  

Strategic alliance refers to (i) contractual agreements between two or more parties for which no 

legal entity is created and there is no purchase of equity between parties, (ii) contractual 

agreements between two or more parties with mutual equity participation, and (iii) joint ventures of 

two or more parties in which a separate legal entity is created, all of which serve the purpose to 

achieve strategic goals. 

Thus, unilateral mergers and (partial) acquisitions are not included whereas mutual equity 

participation constitutes an alliance if a contract specifying further cooperation is signed. Strategic 

alliances can work as horizontal or vertical relationship. In terms of co-branding the latter is very 

important as ingredient branding makes up a large part of co-branding endeavors and clearly 

constitutes a vertical relationship (Section 4.3).   

4.3 CoBranding 

Co-branding is a phenomenon in marketing gaining more and more importance both in academic as 

well as practitioner circles with estimated annual growth rates around 40% (Hadjicharalambous, 

2006). Co-branding is often used interchangeably with a variety of terms such as brand alliances, 

symbiotic marketing, joint branding or cross-promotion (Simonin & Ruth, 1998). In this paper 

cooperative brand marketing will be referred to as either co-branding or brand alliance as these 

terms are most prevalent in literature (Keller, 2003). It has to  be noted that brand alliances have to 

be distinguished from marketing alliances of which they constitute just one sub-group. 

In defining the term co-branding there are different approaches to be found in contemporary 

literature ranging from very narrow to broad descriptions (e.g. Hadjicharalambous, 2006; Keller, 

2003; James, 2006; Dickinson & Heath, 2005). Hadjicharalambous (2006) defines co-branding as 

using two or more existing brands to name a product, thus favoring a very concise definition. Keller 

(2003) extends the definition beyond products only, including marketing of any kind involving at 

least two distinguished brands. Dickinson and Heath (2005) as well as James (2003) follow this 

approach. For instance, James classifies brand alliances according to the form they take. He 



distinguishes symbolic and 

physical alliances where the 

latter refer to co-branding a 

product while the former 

describe a co-branding effort that 

adds meaning to customers 

through transferring the images 

of the involved brands without 

reference to new physical products (Figure 3).  

Physical forms of brand alliances are composite brand extensions (Park, Jun & Shocker, 1996), 

ingredient branding (Rao, Qu & Ruekert, 1999), product combinations (Simonin & Ruth, 1998), 

and bundled products (Simonin & Ruth, 1998).  

Composite brand extensions are co-branded extensions of existing product lines involving two or 

more brands, e.g. Healthy Choice cereals by Kellogg’s (Park et al., 1996). A composite brand 

extension constitutes the one brand alliance in which a genuine new product is developed. 

Hadjicharalambous (2006) points out that such a brand extension can also be unrelated comparable 

to a category extension.  

Ingredient branding makes up for much of co-branding activities (Keller, 2003) and refers to brand 

alliances in which a producer uses branded components or ingredients for his own branded product 

(Rao et al., 1999). For instance, bike manufacturers such as Cannondale or Bianchi ingredient brand 

with Shimano since their customers highly value reliability and perceived quality of Shimano's 

gears and other components (Uggla & Filipsson, 2008).  

Ingredient branding is a special case in brand alliances since ingredient brands such as Intel can 

become “points-of-entry” in certain industries diminishing the final product's value significantly in 

absence of the ingredient brand (Uggla & Filipsson, 2008). Intel, for instance, controls a strategic 

buyer-seller relationship towards the consumer (Webster & Keller, 2004). Thus, in order to achieve 

at least parity in features with competitors companies might have no choice, but to enter into a 

brand alliance with the ingredient brand owner. However, ingredient branding is not always a must 

and companies often enter into brand alliances of this type for the same reasons as for other types of 

brand alliances.    

A new product developed by combining existing branded products is called a product combination, 

e.g. pre-mixed and bottled Bacardi-Cola (Simonin & Ruth, 1998). Although both lead to a new 
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product in its own right, product combinations and composite brand extensions have to be 

distinguished since the components in the former one are actually existing products which is not the 

case for the later. 

To be distinguished from product combinations are bundled products where the individual products 

are offered in their original form, but in one package, such as variety packs of cereals (Simonin & 

Ruth, 1998). Bundled products are most likely to be alliances between brands of one single 

company. However, this does not imply other types of brand alliances necessarily have to involve 

brands from different companies. 

Symbolic brand alliances can be classified as joint advertising (Samu, Krishnan & Smith, 1999), co-

packaging (Park et al., 1999), joint sales promotion (Varadarajan, 1986), and celebrity endorsement 

(Erdogan, 1999).  

Joint advertising designates advertising campaigns in which two or more companies pool their 

effort to promote their products together, often in a typical usage situation. For instance, Kellogg’s 

and Tropicana launched a campaign showing how their products can be combined at breakfast 

(Samu et al., 1999). Joint advertising is possible both vertical and horizontal.  

To attract customers and increase trial, products are sometimes offered at discounts as part of 

special sales promotions. This can also be done for more than one product, e.g. when a magazine 

comes with an additional product, a so-called gimmick free of charge. This is referred to as joint 

sales promotion (Varadarajan, 1986).  

Celebrity endorsement can be viewed as symbolic brand extension since celebrities themselves are 

brands (Keller, 2003). People associate certain images with celebrities just as they do with product 

brands. Thus, companies having celebrities endorse their products try to strengthen the image 

customers have of the brand through the image they have of the celebrity. Gillette heavily used 

celebrity endorsement in launching its new Gillette Fusion razor. Under the tagline “champions” the 

campaign features Thierry Henry (soccer player), Tiger Woods (golfer) and Roger Federer (tennis 

player) all of whom are or were world champion or ranked number one in the world in their 

respective sports.  

As laid out in the previous discussion definitions of co-branding vary. However, it seems the broad 

definition including symbolic and physical alliances becomes accepted. In order to establish a 

common taxonomy in the field of brand alliances this paper follows the lead. Hence, co-branding is 

defined as co-operative brand activity, physical or symbolic, involving two or more existing brands 

of one or more distinguished entities. 
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5  Concepts in branding 
Co-branding as well as brand extensions obviously overlap with brand management. Questions and 

issues brand managers need to consider when making decisions how to develop and maintain 

brands for their organization play an important role in decision-making on extensions and co-

branding, too (Keller, 2003). As central concepts are the same across the different areas in brand 

management, they will be explained and defined here to avoid repetition throughout the paper. 

While individuals engaging in this field of research and practice will have an understanding of the 

essential ideas, this might be less true for others interested in this area.  

Therefore, it seems appropriate to clarify some of the most important concepts in order to establish 

a common understanding of the topics this paper deals with, even more so since definitions vary 

slightly from scholar to scholar and purpose to purpose (Srinivasan, Park and Chang, 2005). This 

will help in analyzing the respective frameworks without repeating content and meaning of 

concepts for this paper over and over again.  

5.1 Brand equity 

Brand equity refers to the value of a brand. Since the 1980s the concept of brand equity as an effort 

to make brands more comprehensible and measurable has attracted growing attention both in the 

academic world as well as among practitioners (Srinivasan et al., 2005). From a company’s point of 

view measuring brand value in monetary terms has several advantages in evaluating acquisitions, 

divestitures and preparing the balance sheet (Keller, 1993). Furthermore it makes it easier to assess 

a brand’s success in the marketplace and supports evaluation of marketing managers, and 

responsibility accounting, i.e. connecting incentives to predefined and measurable performance 

indicators managers can be held responsible for. 

Over the years several scholars offered different definitions for brand equity. While differing from 

one another most are consistent with Farquhar (1989) defining brand equity as the value added to a 

product by a brand beyond the mere functional purpose, both from company and customer point of 

view (Srinivasan et al., 2005). According to Farquhar’s definition, brand equity can be measured in 

monetary terms and reflects outcomes in the marketplace. Along these lines Simon and Sullivan 

(1993) define brand equity as the incremental cash flow accumulating to branded products over 

unbranded ones, an approach that solely focuses on financial consequences.  

In addition to positive effects of brands Aaker (1991) acknowledges that brand equity can also be 

negative and brands might carry liabilities due to negative associations in customers’ minds. These 



associations can be triggered by negative past experience with the brand’s products and services and 

will be reflected in reduced performance in the marketplace.   

The definitions introduced in the previous paragraphs are similar in that they concentrate on 

outcomes in the marketplace. Market-based brand equity has to be distinguished from customer-

based brand equity, a concept advocating and focusing on the customer as the source of brand value 

(Silverman, Sprott & Pascal, 1999).  

5.2 Customerbased brand equity 

Customer-based brand equity in contrast to market-based brand equity refers to the differential 

effects of brand knowledge on the consumer response to marketing of the brand (Keller, 1993). In 

other words the more customers know about a brand the higher the impact of any marketing aspect 

regarding this brand. In this concept brand knowledge as the source of the differential effect drives 

brand equity. Brand knowledge itself includes the customers’ awareness of brands and the brand 

image, i.e. associations they have 

when confronted with that brand. 

Obviously associations can be 

positive and negative. Another 

factor influencing brand equity is 

brand loyalty (Figure 4). Brand 

loyalty reflects customers' 

propensity to repeat purchases even 

in face of competitors offering 

products superior in price or 

features (Aaker, 1991). Lassar, 

Mittal and Sharma (1995) support this point of view by explaining high brand equity with the 

confidence customers have in a brand. Customer-based brand equity puts the customer’s mindset in 

the center of brand equity. Customers decide what to buy, so ultimately it is in their discretion 

whether or not a brand is successful. In order to increase sales and command a premium it is 

therefore necessary to create confidence in the brand and establish positive and unique associations 

in the customer’s mind. This in turn will result in improved financial standing of the company. The 

marketer’s task is to create marketing programs that communicate a consistent image of the brand 

and build up the associations desired to influence the customer’s mindset (Keller, 2003). Following 
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this line of reasoning market-based brand equity being triggered by customers’ buying decisions 

should correlate with customer-based brand equity. 

5.2.1 Brand Knowledge 

In customer-based brand equity brand knowledge is the driving force determining brand value and, 

therefore, deserves some additional consideration. In customer-based brand equity it is the extent of 

brand knowledge – besides brand loyalty – a customer possesses that determines a brand’s value 

(Keller, 2003). The knowledge about 

the brand forms perceptions and 

preferences, e.g. higher perceived 

quality or greater loyalty. A 

customer knowing a brand well will 

react more positively towards any 

aspect of the marketing of this 

specific brand. Keller argues that this 

has several advantages for 

companies with strong brands. The 

vulnerability to marketing activities 

of competitors as well as market 

crises will be decreased. This argument is supported by Farquhar (1989), who recognizes brand 

resilience as one source of high brand equity. Furthermore, customers might react less sensitive to 

price increases and more positive to price decreases. Additionally, high brand equity facilitates 

negotiations with retailers and other distribution channels and increases brand owners’ power in 

these proceedings (Keller, 2003). 

Brand knowledge can be separated into two building blocks, brand awareness and brand image 

(Silverman et al., 1999). Figure 5 illustrates how brand awareness and brand image, i.e. brand 

associations are connected. 

5.2.1.1 Brand Awareness 
Brand awareness reflects the strength of a brand’s presence in the customer’s mind, i.e. is the 

customer actually aware of the brand’s existence (Kim, Kim & An, 2003). Brand awareness can be 

expressed as brand recognition, i.e. remembering a previous exposure to a brand when given the 

brand’s name or symbol as a cue (Keller, 2003). An even stronger indicator of high brand 
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awareness is constituted by brand recall. This involves the customers’ ability to recall brands from 

their memory when only given the corresponding product category or a usage situation as a cue, e.g. 

naming Hilton Hotels when asked for luxury hotels or Google.com for research situations. In Figure 

5 the middle node represents the individual's awareness of the Apple brand. 

The actual impact of either brand recognition or recall on decision-making depends on the 

circumstances. Is a product decision made in a store, brand recognition might be more important 

since the brand is physically present. In any situation in which the brand is not present, e.g. outside 

a store, brand recall will probably play a larger role in decision-making (Keller, 2003). 

Brand awareness is an important factor to consider for companies since only for a brand established 

in the customer’s mind a full image can evolve (Keller, 2003). As outlined in the previous 

paragraph brand awareness will also influence decision-making one way or the other. 

5.2.1.2 Brand Image 
The image of a brand is made up by the associations customers hold about the brand, e.g. 

“sportive”, “high quality”, and “expensive” in case of a BMW. Associations are formed by many 

sources among them apparently the promotional efforts of companies, but also less controllable 

factors such as word-of-mouth, personal experience and customer reviews. Therefore, customers’ 

associations do not necessarily correspond with those marketers try to evoke and each individual 

has a private set. However, there will be some overlap, establishing typical associations such as 

Volvo and “security” or Mercedes and “performance” (Keller, 2003). In Figure 5 there are some 

possible associations displayed individuals might hold about the Apple brand. 

In order to make associations comprehensible and meaningful for the brand image Keller (2003) 

proposes three dimensions on which to evaluate them. These categories are strength, uniqueness 

and favorability. The letter one is necessary to make the association work in favor of the brand, i.e. 

only if the association is positive the brand will benefit. However, this alone does not constitute a 

strong brand image. The connection between the association and the brand itself has to be strong, 

too, in order to stick out in a customer’s mind when making decisions. Finally, brands might share 

associations. Not only Mercedes, but also Lexus or Audi can be associated with “performance”. A 

unique association, however, really constitutes a unique selling point for a brand.  

5.2.2 Brand Loyalty 

The second building block of brand equity as identified by Aaker (1991) is brand loyalty which 

measures how attached customers are to a brand. It reflects how likely customers are to switch to 
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competitor brands when faced with lower prices or superior product quality and features. It is in this 

propensity to switch where a distinct characteristic of brand loyalty lies: While it is possible for 

individuals to be aware of a brand's existence and form an image of it, brand loyalty requires the 

customer to experience the brand at least once. If the brand was used only once and the customer 

switched to another brand this palpably reflects low brand loyalty. However, if the brand was never 

used it is not possible to speak of loyalty at all (Aaker, 1991).  

The closer tie brand loyalty has to the use experience results in another characteristic which is very 

important to brand managers and a brand's value. Brand loyalty generates a steady stream of 

revenue through repeat purchases. Where good brand knowledge does not necessarily result into 

positive financial outcomes, creating a loyal customer base through smart brand management has a 

direct impact on company sales (Aaker, 1991).    

Another difference between brand loyalty and brand knowledge is their effect on marketing efforts. 

Both high brand knowledge and brand loyalty increase the effect of a company's marketing effort, 

but high brand loyalty also decreases the impact of competitors' marketing actions (Aaker, 1991). 

5.3 Measuring brand equity 

Brand equity only can be a helpful device in brand management if measurability is guaranteed. The 

different positions in defining brand equity reflect the different approaches in actually measuring 

brand equity. These approaches can be divided into two groups: the market-based financial 

approach and the more customer-focused behavioral approach (Silverman et al., 1999).  

5.3.1 Financial approaches 

There are different market-based approaches using different techniques to measure financial impact 

of branded products. Simon and Sullivan (1993) advocate a framework focusing on financial 

markets and the value of intangible assets which correspond with the brand equity. 

Other approaches concentrate on the additional cash flow generated through higher sales and 

premiums branded products can command. Accordingly, Farquhar (1989) notes that the added 

value he builds his definition around can be measured in increased cash flow from a branded 

product compared to an unbranded product fulfilling the same purpose for the customer. This cash 

flow is generated both from increased sales as well as the premium customers are willing to pay for 

the product. Berry (1988) provides a perfect example for a product accomplishing both: “A couple 

of years ago in England, Hitachi and GE jointly owned a factory which made television sets for 
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both companies; the only difference was the name on those sets. The Hitachi sets sold for a $75 

premium over the GE sets – and they sold twice as many” (p. 16). 

Besides the palpable financial impact of a strong brand, Farquhar (1989) identifies three strategic 

dimensions of powerful brands; competitive advantage, brand resilience, and brand dominance.  

A strong brand can be a competitive advantage as launching new products under the established 

brand will attract customers more easily than introducing a new product with a new brand 

(Farquhar, 1989). Customers tend to project the positive attitude towards the strong brand on the 

new product believing in its superiority. Therefore introduction of new products is less risky for 

companies with strong brands as adaptation rates will be higher. Furthermore, a strong brand is 

more likely to survive turmoil in the market as it has a stronger standing in customers’ minds. 

Capital One chairman and CEO Fairbank in a recent statement noted that impact of new payment 

systems like PayPal on credit cards is limited due to the latter’s strong brands and the trust people 

have in these well established systems (CardLine, 2006). Finally, brand dominance refers to brands 

being used as synonym for entire product categories (Farquhar, 1989). A brand achieving this status 

is apparently on customers’ top of mind when asked for the category – and when shopping for 

products from this category. Kleenex, for example, is used as synonym for tissues in the US as is 

Tempo in Germany.  

While it is more difficult to measure their effect on revenue they need to be considered nonetheless 

to make the evaluation of a brand’s value as accurate as possible. At the same time it has to be 

considered that creating a strong brand involves some investment, too. This includes expenses for 

brand development, e.g. name, logo and colors, trademark registering, and of course promotional 

expenses to get the message out there (Farquhar, 1989). Farquhar’s financial approach considers 

mostly market-based outcomes and their impact on brand equity as asset, but largely ignores the 

actual source, the customers and their perceptions and how this translates into brand equity (Lassar 

et al., 1995).  

5.3.2 Behavioral approaches 

A customer-based approach apparently requires a different approach to measuring brand equity. 

Here the awareness and image customers have of a brand need to be explored to measure the extent 

of brand knowledge. The more a customer knows about the brand the larger the differential effect 

on marketing efforts will be. This research can be done through quantitative and qualitative 

methods alike (Keller, 2003).  
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In order to determine brand awareness both brand recognition and brand recall have to be measured. 

Brand recognition can be measured by giving the customers cues on brands, e.g. a list of relevant 

brands in a category for them to identify the ones they remember to have been exposed to before 

(Kim et al., (2003). Brand recall can be determined by giving cues only on the product category, 

needs fulfilled by the category, or a usage situation (Keller, 2003).  

In order to measure brand image customers are asked for the associations they have when coming 

upon a certain brand. Questions can be open-ended or closed with a list of associations. These 

associations are measured on three dimensions which are uniqueness, strength and favorability, e.g. 

on a Likert scale. The more unique, strong and favorable an association the better apparently. 

Favorability includes negative associations, too. So, brand equity can be negative meaning 

marketing effort will have little effect on the customer or none at all (Keller, 2003). 

In addition brand loyalty needs to be measured to create a comprehensive picture of a brand's value 

in terms of customer-based brand equity. Brand loyalty can be measured in different ways including 

behavioral measures, such as repurchase rates: “What percent of Toyota owners buy a Toyota on 

their next car purchase?”, percentage of purchase: “Of the last ten purchases made by a customer, 

what percentage went to each brand purchased?”, and number of brands purchased: “What 

percentage of tea buyers bought only one brand? Two brands? Three brands?”. Other ways to assess 

brand loyalty are looking at switching costs customers face when buying another brand, measuring 

satisfaction with the brand, and having customers rate how much they like the brand (Aaker, 1991). 

It has to be noted that measuring customer-based brand equity does not yield absolute numbers. It 

rather helps to compare brands to one another (Lassar et al., 1995). The outcome can hardly be 

transferred into financial terms limiting its usefulness in setting up accountability and bonus 

systems for brand managers. However, when formulated in comparison to main competitors’ 

brands, goals can be set. Furthermore, knowing which associations customers hold compared to 

which brand managers try to evoke can be very helpful in designing and executing future marketing 

programs.  Accordingly, Keller (1993) states that “the content and structure of memory for the 

brand will influence the effectiveness of future brand strategies” (p.2). 

However, Kim et al. (2003) in a recent study found a correlation between customer-based brand 

equity and firms’ financial performance for luxury hotels. The definition of customer-based brand 

equity used was build upon Aaker (1991) and Keller (1993) including brand awareness, brand 

image, product quality and brand loyalty. 
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5.3.3 Market researchers and agencies 

Besides scholars trying to develop frameworks for measuring brand equity there is also a number of 

agencies and marketing researchers active in this field. The Interbrand Group utilizes an evaluation 

tool using seven criteria: market share and ranking, brand stability and track record, stability of 

product category, internationality, market trends, advertising and promotional support, and legal 

protection (Silverman et al., 1999). In 2007 its resulting list of the world’s top 100 brands is headed 

by Coca Cola followed by Microsoft and IBM with brand values of $65.3 billion, $58.7 billion and 

$57.1 billion respectively (Interbrand, 2007). Market researcher MillwardBrown publishes its 

BrandZ Report annually listing the world’s 100 most valuable brands (www.MillwardBrown.com). 

In 2007 Google heads the table with a brand value of $66.4 billion followed by General Electric and 

Microsoft with brand values of $61.9 billion and $55.0 billion respectively (BrandZ Report, 2008). 

MillwardBrown evaluates brands in three steps from revenues from intangible earnings over brand 

contribution to a brand multiple taking into account market valuation, brand growth potential, and 

its risk profile.  

As a comparison of these popular lists shows there is little mutuality in outcomes and calculation 

methods. Google, heading MillwardBrown’s list, places twentieth only in Interbrand’s report.  

These tremendous differences reflect perfectly that there is no single way to calculate brand values 

correctly. However, acknowledging that brand equity is a way to measure brand managers’ work 

and success – using a consistent approach over time – makes it of foremost importance to these 

managers to grow and sustain the brands they are responsible for. 
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6 Analysis 

In the following the similarities and differences between brand extensions and co-branding, and 

strategic alliances and co-branding will be examined to analyze where overlap exists and thereby 

creating a framework that places co-branding in between the two other concepts. 

Utilizing the framework introduced in Section 3.1, the analysis will be structured by the steps in De 

Wit and Meyer’s (2004) approach rather than by concept. This way comparison will be easier and 

the analysis will be more comprehensible. 

6.1 Identifying 

6.1.1 Objective setting in brand extension 

Historically, most companies preferred a “one brand – one product” strategy. However, the number 

of brand extensions increased substantially over the last years driven by tight economic conditions 

and the need to grow (Keller, 2003). Other reasons for following a brand extension strategy are 

increased profitability, and maintaining and growing the brand's value (Kapferer, 2000). 

It has to be noted, that brand extension is only a viable strategy if some of the objectives are 

supposed to be achieved simultaneously. For instance, a company attempting to cut cost will hardly 

extend into new product markets if not forced to grow at the same time. 

6.1.1.1 Growth opportunities 
In the highly competitive marketplace of today’s global economy, companies have a continuous 

need to grow in order to achieve scale and scope (DiGeorgio, 2002). Stagnating companies are 

threatened by competitors able to achieve economies of scale undercutting their prices (Levitt, 

1984). This can cost market share and might lead to the less successful company being driven out of 

business completely. So, some growth is a necessity to achieve at least parity in comparison to 

competitors. Growth offers more advantages including spread of overheads and development costs, 

and effective protection against acquisitions (Lynch, 2006). 

While growth is a necessity the ways to achieve it are numerable. Ansoff (1957) identifies four 

different strategies in his Product-Market Growth Matrix. He distinguishes between market 

penetration, market development, product development, and diversification (Appendix B). A 

company trying to grow through market penetration concentrates resources and effort on increasing 

market share for existing products in existing markets. This can be done by capturing customers 

from competitors, attract non-users or increase usage among current customers. Market 



development refers to a strategy where an existing product is introduced to a new market. Ansoff 

understands new market rather as customer segment than geographical. Instead of offering an 

existing product in a new market a company can also offer new products in existing markets. This 

strategy is referred to as product development. Finally, a company can also decide to enter new 

markets with new products through a diversification strategy. This strategy apparently involves the 

highest risk as a company following this strategy has to develop products in categories they have no 

experience in for markets they do not know.  

Another strategy for growth becoming more popular and completely ignored by Ansoff is growing 

through acquisition. However, Ansoff developed his framework before the large waves of M&A 

beginning in the 80s. Furthermore acquisitions can be seen as tactics within the framework. For 

instance, buying a direct competitor can be viewed as a way to penetrate    a market. Other 

acquisitions, e.g. internationally, can be used to enter new markets, integrate new products into the 

company’s portfolio or both. Thus, while not considered explicitly M&A can be implicitly 

understood as part of the framework and a shortcut to implement the growth strategies.  

Albeit being useful in getting an overview of possible expansion paths Ansoff's (1957) matrix has 

some drawbacks. There is no distinction between segments and geographical markets on the one 

hand, and no distinction between modified and completely new products on the other hand. 

However, with increasing globalization and internationalization of many companies, and shorter 

lifecycles in technology driven industries these differences become crucial. For instance, 

international expansion involves higher risk than targeting a new customer segment in the domestic 
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market due to, for instance, language barriers, or different legal and political requirements. On the 



product side often modifications are made to include the latest technology which can be hardly 

treated the same way as launch of completely new products developed from scratch. Accounting for 

the changes in the business environment Kotler (1999) expands Ansoff's (1957) model splitting new 

markets into new segments and new geographical markets, and introducing modified products 

between existing and new products (Figure 6). This expanded model can be used to explain how 

brand extensions support growth strategies. 

33 | P a g e  

 

ework. 

n that brand 

markets before turning to extending the brand (Kapferer, 2000).  

Kotler (1999) makes no difference between branded and unbranded products in his fram

However, when adding brands the framework can easily be adjusted to account for brand extensions 

to show how growth strategies and choice of brand extension correlate (Figure 7). Brand extensions 

are usually divided into two groups, line extensions and category extensions (Keller, 2003). The 

latter one refers to using the parent brand to enter a completely new category. This inevitably 

involves developing new products. Thus, a category extension is nothing else than growth strategies 

to be found in the new product column including new product development for existing and new 

markets. With line extension the parent brand is used to brand modified products within the same 

product category. In Kotler’s matrix this corresponds to the modified product column.  

Thus, connecting Kotler's growth matrix with brand extensions leads to the conclusio

extensions are chosen as strategy to achieve growth through leveraging existing brand equity in 

modifying existing or developing new products for both existing and new markets. As such brand 

extensions are an alternative to penetration strategies involving existing products. It has to be noted 

that in order to avoid brand dilution it is advisable to exploit growth opportunities in existing 



34 | P a g e  

 

ssarily require a strategy of brand 

be achieved through introduction of new brands. Moreover, following 

0% (Ourusoff, 1993). Leveraging an 

 cost (Keller, 2003).   

ease 

nerally defined as costs subtracted from returns (Ross, Westerfield & Jaffe, 

 growth opportunities and adding to the bottom line brand extensions can also be 

utilized to maintain and grow brand equity (Kapferer, 2000). This can be achieved in different 

ways. 

6.1.1.2 Cost reduction 
Growth objectives as outlined in the previous section do not nece

extension. They can also 

such a course avoids risks of brand dilution or overextension.  

However, establishing new brands in the market place is a costly and risky endeavor. Introducing 

new brands can cost up to $100 Mio. at a failure rate of about 5

existing brand and its equity decreases cost of introduction and risk. Having some knowledge about 

the brand customers will recognize the brand name more easily and project some of the hopefully 

strong, unique and favorable associations existing for the parent brand on the new product. The 

company leveraging a parent brand therefore can save on marketing expenses as well as 

development cost related to creating a new brand (Keller, 2003). Customers adopt the new product 

faster due to its parent brand's reputation increasing impact and penetration in the new market. 

Thus, a company trying to achieve certain growth objectives, yet limited in its resources can make 

use of brand extensions as a comparably affordable and secure strategy.  

Brand extensions also reduce cost through economies of scale. Efficiencies in packaging, labeling, 

and promotional endeavors help to spread overheads and thus reduce unit

6.1.1.3 Profitability 
Reducing costs – if not forwarded to the customer through price cuts – of course serves to incr

profitability, which is ge

2002). However, brand extensions can increase profitability not only by reducing costs, but also by 

enabling a company to move into markets which are simply more profitable due to cost of 

production, differences in distribution and price competition (Kapferer, 2000). An organization 

identifying such markets can use brand extensions to enter them when its brand is compatible with 

the new product category. Apparently a company does not need to extend an existing brand to enter 

more profitable markets. Just as with taking advantage of growth opportunities brand extension is 

chosen over brand creation in this scenario in order to reduce risk of failure and costs. Thus, 

companies seeking to grow profitably while keeping cost at a minimum will find a potent tool in 

brand extensions. 

6.1.1.4 Maintaining and growing brand equity 
Besides exploiting
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rand meaning to customers and classify the 

ygiene”. In customers' minds Colgate thus takes a place as brand for complete oral care. This 

ssful 

. For instance, Nike has expanded 

achieve in utilizing brand extensions is revitalizing the 

dually introducing new products 

A meaningful brand extension can help to clarify b

markets it competes in (Keller, 2003). By extending into toothbrushes, mouthwash, and other 

products for oral care Colgate gradually shifted its focus and brand image from “toothpaste” to 

“oral h

extension of brand meaning should not be confused with brand dilution. Where brand dilution leads 

to a brand image dissolving due to lack of focus, meaningful brand extensions drawing on brand 

advantages expand the brand image, giving it a more comprehensive yet still concise meaning 

customers understand and value. As the example of Colgate suggests, extending brand meaning best 

works in related product categories. However, some brand images revolve more around values 

rather than product categories, e.g. Sony with core values such as technology, precision and 

innovation. Hence, Sony was able to extend from hi-fi systems to television sets and video. Another 

good example is General Electric selling toasters and nuclear reactors alike (Kapferer, 1992).  

From a company's point of view this clarification also helps in understanding which brands have to 

be considered competitors, and avoiding defining brands too narrowly, thus, missing growth 

opportunities and competitors strategic actions (Keller, 2003).     

Furthermore, brand extensions support the parent brand image when chosen carefully. A succe

brand extension drawing on the existing brand image will itself in turn reinforce established 

associations or add new associations which are strong, favorable and unique. Core brand values are 

clarified by characterizing all products under the respective brand

from running shoes to other products in sports fashion reinforcing its associations to “peak 

performance” and “sports” (Keller, 2003). 

Moreover, successfully extended brands also strengthen associations to the credibility of the 

company behind the extension. This leads to improved customers' perceptions of the company's 

expertise, trustworthiness, and likability (Aaker & Keller, 1990). 

Another objective companies might try to 

brand (Kapferer, 2000). Brand images can become outdated depending on the values, objectives 

and attitudes they convey. Customers might start turning to more up-to-date competitors whose 

brands communicate the images they are looking for. By gra

positioned and promoted differently, brand images can be modified replacing unwanted 

associations with more desired ones. This rejuvenation can be essential for the survival of brands. 

This becomes obvious in product categories that simply become obsolete due to technological 
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cordingly, Nivea changed its image through 

ectives are as numerous. However, it is possible 

to summarize them in wider categories. Bretherton (2003) identifies three objectives including co-

alization, in which skills and resources are 

r regarding technology, 

 or processes (Preece, 1995). For instance, alliances to enter new geographic 

change. Through timely brand extension into new categories with brighter future the brand and 

previous investments in building it can be preserved.  

For instance, Nivea, a brand introduced in an era in which the notion of basic skin care was more 

important than beauty care, risked being caught in that philosophy when the world around changed, 

and the notion of beauty became more prevalent. Ac

carefully selected brand extensions to include beauty products, hygiene, and cosmetics to appeal to 

the modern woman (Kapferer, 2000).    

6.1.2 Objective setting in Strategic Alliances 

Strategic alliances can take many forms and the obj

option, i.e. turning a competitor into an ally, co-speci

combined to create value, and learning and internalization, i.e. collaborating with other 

organizations to build core competencies. Bretherton concedes that there might be more objectives 

relevant in strategic alliances. For instance, Preece (1995) names six different objectives which also 

comprise the ones identified by Bretherton. These objectives are learning, leaning, leveraging, 

linking, leaping, and locking out. Preece points out that for a successful alliance it is important that 

the partners in the relationship know about the goals each member has. Hidden and contradictory 

objectives are a sure way to doom an alliance (Brouthers, Brouthers & Wilkinson, 1995). Based on 

Preece’s framework De Wit and Meyer (2004) develop their own six objectives slightly different 

from Preece’s. For instance, they add lobbying and replace leveraging with lumping. Integrating 

both frameworks has the advantage of yielding a very comprehensive look at objectives of strategic 

alliances. However, it has to be noted that this list is neither exhaustive nor exclusive. Nonetheless, 

most alliances and the reasons they are formed for will fall within the objectives mentioned here. 

Therefore, the now seven Ls will be discussed in the following (Figure 8). 

6.1.2.1 Learning 
Learning quite obviously resembles the learning and internalizing Bretherton (2003) identifies. 

Objective of the alliance is to obtain needed know-how from the partne

markets, production

markets are quite common to learn from the local partner how to meet different customer 

expectations. De Wit and Meyer (2004) point out that a learning alliance can be formed with 

industry insiders as well as outsiders depending on the knowledge to be acquired. A learning 

alliance poses the threat of one partner exploiting the other with an abrupt end to the agreement.  
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6.1.2.2 Leaning 
In a leaning relationship one partner outsources parts of their value chain to the other partner in 

order to concentrate on core competencies and the core business. The partner however specializes in 

ced. Thus, both organizations are able to concentrate on their core competencies the activity outsour

and allocate resources and skills in areas they are good at (Preece, 1995). Leaning somehow can be 

seen as opposite to learning. With the latter a company tries to acquire knowledge while with the 

former it deliberately gives up developing know-how in certain areas. This constitutes an important 

disadvantage of leaning. If a company outsources mistakenly important activities, or activities that 

become important to its core business at some point in the future, it can severely harm itself in the 

long-term. 
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.1.2.3 Leveraging 
ps – named lumping by De Wit and Meyer (2004) – focus on combining 

when the environment changes calling for different actions. 

6.1.2.4

(De W

d 

 

ment 

 lean 

6.1.2.5

er 

segm  the 

com

es 

he 

Com s and 

Price brought their understanding of toys and kids’ expectations, and Compaq their skills in 

6

Leveraging relationshi

activities to achieve economies of scale and scope. Thus, this objective is comparable to 

Bretherton’s (2003) co-specialization. Facing increasing costs in R&D companies often lack the 

funds necessary to develop new and sophisticated products. By combining activities with other 

organizations they are able to provide the resources they need on a broader scale (Preece, 1995). 

The advantages of this kind of alliance are the ability to increase assets and resources instantly to 

achieve more impact in the combined activities. Disadvantages include the costs increasing 

bureaucracy brings along and the inflexibility in light of a changing world. While the two 

partnering companies have similar interests when forming the alliance, this might change over time 

 Linking 
The fourth objective, linking, is usually associated with vertical rather than horizontal alliances and 

involves tighter links to suppliers. Among the different types of relationships it is the most common 

it & Meyer, 2004). Instead of renegotiating supply contracts annually or biannually the 

partners in this kind of alliance sign long-term contracts in order to improve information flow an

guarantee high quality in supplied goods and stability in the manufacturing process. This way costs

can be reduced not only regarding the transaction but also in processes like quality manage

(Preece, 1995). The closer connection to the supplier enables state-of-the-art concepts such as

and just-in-time manufacturing. However, a palpable disadvantage is the inability to play different 

suppliers against each other to create pressure on prices in the marketplace, and the inability to 

switch suppliers in the short-term if quality lacks. 

 Leaping 
Often strategic alliances are formed to enter into new product categories and tap new custom

ents. This objective is called leaping. In this kind of alliance one company profits from

petencies of its partner to enter new product categories that are quite different from the ones it 

operates in, but which seem promising nonetheless. Without the partner the initial company fac

entry barriers it cannot overcome due to lack in required skills and resources. With the help of t

partner, however, it is able to leap over these barriers (Preece, 1995). When Fisher-Price and 

paq teamed up to introduce a range of software and computer accessories addressing kid

their parents both leaped into a product category they could not have entered on their own. Fisher-
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decision-making, risk preferences and 

 (Preece, 1995). 

called lobbying, refers to alliances formed to give the members more weight in 

s at growing sales by leveraging an existing brand. 

be both line or category extension depending on the brands involved. If IBM and IKEA work 

computers and software into the alliance (Keller, 2003). Disadvantages associated with leaping 

alliances are incongruence in corporate cultures regarding 

management styles

6.1.2.6 Locking out 
Locking out aims at securing existing competitive advantages from competition and new entrants, 

e.g. by consolidating supplier networks to prevent competitors from accessing them. There is some 

overlap with leveraging as in both kind of alliances companies combine activities and resources. 

However, with leveraging the alliance partners try to create a competitive advantage while in a 

locking out alliance they want to defend an already existing one (Preece, 1995). A drawback of 

locking out alliances is the false sense of security the members might enjoy when actually 

threatened by new innovations from more flexible competitors. Additionally, this kind of alliance 

obviously decreasing competition might attract the attention of antitrust authorities. 

6.1.2.7 Lobbying 
The last objective, 

voicing their opinions vis-à-vis other parties like political players and regulatory authorities (De Wit 

& Meyer, 2004). While the advantages of lobbying are quite obvious there are also some 

disadvantages involved including the potential loss of reputation in the public as individuals often 

are skeptical towards lobbying activities and mistrust lobbyists and politicians involved (Johnson, 

1990). 

6.1.3 Objective setting in cobranding 

Looking at co-branding it seems that the objectives discussed for brand extension apply here, too. 

Co-branding pursues objectives of growing sales, increasing profitability (Kapferer, 1992), and 

increasing brand equity (Simonin & Ruth, 1998). Dickinson and Heath (2006) point out that co-

branding just as brand extensions is a strategy to avoid risk and cost of introducing new brands.  

6.1.3.1 Growth objectives 
Co-branding just as brand extension aim

However, co-branding offers more possibilities due to the existence of both symbolic and physical 

brand alliances. The latter ones in many respects resemble line and category extensions 

(Hadjicharalambous, 2006). Ingredient branding often is used in line extension, e.g. Kellogg’s 

introduction of its Healthy Choice line of cereals (Keller, 2003). A composite brand extension can 



together to develop and promote a line of office furniture this obviously constitutes a category 

extension for IBM, but a line extension for IKEA. Thus, the point of view of the individual brand 

involved is crucial in assessing line and category extension. Bundled products are rather difficult to 
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the 

incorporate in an extension framework at first glance since the products offered together are 

unmodified. However, the fact that they are only available together can be seen as modification in 

the offering. The respective product can be purchased individually or in a bundle. This extends 

way the product (line) is offered and can be viewed as some way of line extension. Finally, whether 

product combinations constitute line or category extensions depends on the products combined and 

the resulting offer. A canned drink of Bacardi and Coca-Cola rather constitutes a category extension 

for both brands involved. A soda-rum mix-drink clearly belongs to a different category than pure 

soda or pure rum. 

Turning to symbolic brand alliances reveals where co-branding offers a wider range of possibilities 

for growth than brand extension alone. While not involving new products, symbolic brand alliances 

offer the opportunity to increase effect of promotional effort in existing markets, or tapping new 

markets with existing products through joint advertising or joint sales promotion. Especially for 

growth strategies aiming at new market segments co-branding seems a viable tool to attract 

customers and ease entry (Kapferer, 1992). 

Figure 9 depicts how co-branding fits into the growth strategy framework introduced in Section 

6.1.1.1. Here it can be seen that co-branding enables companies to freely choose from all available 

growth strategies. To keep the figure simple no distinction between the different forms of symbolic 
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and physical brand alliances is made. As shown in this section some of the physical brand alliances 

could appear both under modified and new product.    

Having established the similarities between brand extension and co-branding in terms of pursuing 

growth strategies it is necessary to point out the differences, too. A company engaging in co-

branding in contrast to 

brand extension does 

not only leverage its 

to increase sales for new 

wareness of the new or existing product. Thus, just as 

gether on advertising campaigns companies 

from the partner brand as well as through leveraging its equity. The 

10

6.1.3.2 Cost reduction 
Cost reduction as objective of co-branding strategies works just as wit

implies those savings can mostly be realized with physical brand allianc

comparable to brand extensions. The scenario otherwise is similar. An ex

new products, thus avoiding high cost of brand creation and reducing ri

1993).  

own brand, but also its 

partner's brand in order 

and existing products. 

And this corresponds 

directly with leveraging 

as objective in strategic alliances as identified by Preece (1995). Leveraging alliances are formed in 

order to increase scale and scope in the combined activities. In co-branding this activity is branding 

products, and serves increasing customers' a

with brands in general customers are more inclined to buy at the point-of-purchase when 

recognizing at least one of the brands involved. 

Keller (2003) identifies another advantage of co-branding, which is the opportunity to learn from 

the partner. With respect to growth objectives this means for a company to gain new insights in 

customer acquisition through branding. By working to

can learn from each other how markets are segmented and approached.  

Summarizing, co-branding tries to increase sales for existing and new products through learning 

connection between the 

. 

h brand extension. This 

es since only those are 

isting brand is used for 

sk of failure (Ourusoff, 

objectives from brand alliances and brand extension are shown in Figure 
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stionable. However, saving up to 

ce itself. Since all costs are 

ever, in this case it is 

 is leveraged, but the companies' resources, like advertising, developing 

2000). Brand alliances, both symbolic and physical, enable a company to enter such markets 

te

segment promising higher profitability by joint advert

and marketing of a line of sports video games by Son

developing such video games on their own, 

considering their expertise in consumer 

electronics applications, working together 

with ESPN increased the products' appeal to 

sports enthusiasts knowing ESPN for its 

profitable markets. And this – almost inevitably – involves another objective of strategic alliances: 

Due to the appearance of more than the 

initial brand on packages and labels 

assessing cost savings in this area – as they 

are realized through brand extension – are 

more que

$100 million by using an existing brand 

instead of developing a new one seems a 

good reason to assume that cost savings are 

one objective of co-branding. Another source of cost savings is the allian

split by two at least – and this also applies to symbolic brand alliances –  everyone involved saves 

on product development, promoting and other expenditures they otherwise have to face alone 

(Keller, 2003). This again corresponds with Preece's (1995) leveraging. How

not the brand equity which

and production budgets. Through leveraging these the alliance partners experience an individual 

cost reduction (Figure 11).  

6.1.3.3 Profitability 
As mentioned, profitability may differ for various markets due to inherent characteristics (Kapferer, 

through introducing new, co-developed and promo d products, or by addressing a new market 

ising campaigns. Take the joint development 

y and ESPN. While Sony surely is capable of 

sports dedication. ESPN on the other hand 

was able to sell products in the large video 

games market, a market they could never 

have entered on their own (Preece, 1995). 

This example shows vividly how co-branding can help an organization to stretch its brand into 
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ore profitability can be increased through brand extension including 

panies, e.g. Yamaha offering motorbikes and pianos, indeed stretched 

is increasing brand equity (Keller, 2003). As several 

and alliances to the parent brands increasing overall 

garth, 2004).  

gh creation of new brand associations (Keller, 2003). 

nds involved, i.e. the brands become associations of 

ns of one brand are linked to the other brand, too. 

trengthen the brand image and in turn brand equity – 

 a company's point of view this effect is especially 

he partner brand well-known (Baumgarth, 2004).  

While 

symbolic brand alliances have to rely completely 

may impact brand equity as brand 

leaping. Sony helped ESPN to leap into a profitable market which otherwise was out of reach 

(Figure 12). As shown bef

brand stretching. Some com

their brand successfully on their own (Jobber, 2001). However, others like Virgin seem to struggle 

and loosing brand equity through overexposure (Keller, 2003). Co-branding offers a way to 

decrease the risk of brand dilution and confused customers. It enables companies to look far beyond 

their own nose in search for profitable markets, and market segments comparably safely.      

6.1.3.4 Brand equity 
The last objective identified for co-branding 

studies show there are spill-over effects from br

brand equity (e.g. Simonin & Ruth, 1998; Baum

One way brand alliances achieve this is throu

The customer will create a link between the bra

each other. Consequently, existing associatio

Thus, several associations are added and will s

if the partner brand is chosen carefully. From

powerful if the own brand equity is small and t

Brand equity can also be leveraged to increase effect of existing associations (Keller, 2003). If 

associations are common for all brands involved this association for each individual brand will 

become stronger. Additionally, the combination 

of associations can increase uniqueness of the 

brand image in total which can be crucial in 

markets with little differentiation. 

The previous discussion reveals an interesting 

fact. It seems that the increase of brand equity 

depends largely on the partner brand. 

on the effect of the other brands involved since 

no additional products are available from which to deduct brand meaning, physical brand alliances, 

i.e. those involving product modification or development, 

extensions do, e.g. by clarifying brand meaning or rejuvenating the brand as a whole (Section 

6.1.1.4). Still, as shown in the discussion they will largely benefit from the second brand involved, 
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Since strategies are designed to cope with externa

the objectives to be achieved through extending e

this decision. Therefore the following analysis wi

reduction, profitability, and brand equity. Howeve tion 6.1.1 cost 

reduction and profitability will be analyzed toget

brand extension can increase profitability witho

6.1.1.3, the latter one serves to increase profitabilit

will be the same.  

It has to be noted that cost reduction can also se

ers as well as (industrial) 

onomies of scale can be achieved through market penetration (Figure 6), 

Thus, the need for economies of scope is a driver for brand extensions as one way to increase the 

too. Kapferer (1992) points out that co-branding indeed is a good way to rejuvenate a brand by 

associating it with another, more up-to-date brand. Thus, leveraging clearly builds the ground on 

which co-branding achieves improvements in brand equity (Figure 13). 

6.2 Defining 

6.2.1 External and internal drivers of brand extension 

l and internal factors (Carroll, 2000), identifying 

xisting brands means to locate the forces driving 

ll be organized along the objectives growth, cost 

r, in contrast to the analysis in Sec

her. The reasoning behind this is simple. While 

ut reducing costs directly as shown in Section 

y, too. Apparently, the driving forces behind both 

rve to decrease sales prices thus forwarding the 

savings to the customers. This is important for commodities which usually compete on price. 

However, this paper exclusively deals with branded products which follow a strategy of 

differentiation (Porter, 1996). Thus, pressure on prices is of secondary consideration. 

6.2.1.1 The need to grow 
There are several reasons companies may feel the need to grow. Most obvious is the pressure to 

achieve economies of scale and scope (DiGeorgio, 2002). This is crucial for cutting cost through 

spread of overheads and increased bargaining power towards suppli

buyers. While ec

economies of scope actually require – as the name suggests – a wider scope in product offerings. 

product range. Moreover, if growth potential for existing products in existing markets is limited, 

brand extensions can be a way to satisfy growth needs (Kapferer, 2000). 

Economies of scale and scope are not the only reasons companies strive to grow. Additionally it 

seems that larger organizations have higher survival rates in the marketplace (Markman & Gartner, 

2002). Larger companies are more likely to evade or fend off hostile takeovers. Furthermore, 

raising funds from loans and other sources is easier as the large companies can offer more securities 
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ssible without giving up existence.  

mpanies and those growing fast are more likely to attract competent 

rganization may be able to 

on or discontinuation is the more reasonable 

quity, it also helps to increase this equity 

d through brand extension (Kapferer, 2000). 

in form of assets. This also implies greater ability to survive times of turmoil and underperformance 

as divestiture is po

Fast growing companies, such as Amazon.com, are able to build a widely recognized brand and 

attract investors, thus driving stock prices, even when incurring losses over a prolonged time 

(Markman & Gartner, 2002). Here it is obvious that growth in sales as well as successful brand 

building go hand in hand to achieve a favorable outcome. 

Finally, it seems that larger co

managers and graduates. Thus, companies finding themselves in a war for talents might need to 

grow to attain, or sustain a strong and attractive position in the labor market (Markman & Gartner, 

2002). 

6.2.1.2 Growing brand equity 
Brands are constantly threatened by competitor brands. Therefore brand owners need to maintain or 

grow brand equity constantly to keep the brand and its image present in customers' minds (Keller, 

2003). As outlined in Section 5.2 customer-based brand equity affects sales as brand recognition 

and recall have an influence on buying decisions. At the same time an o

identify opportunities how to extend its brands successfully into related product categories, thus 

reinforcing existing brand associations and creating new ones which are favorable, strong and 

unique. 

Internal drivers of brand equity growth can be identification of weak and unfocused brands which 

can then be revitalized and strengthened through brand extension as explained in Section 6.1.1.4. 

Apparently, analysis is necessary as to whether extensi

action to take. 

Just as a weak and dwindling brand constitutes an internal weakness, a strong brand constitutes an 

obvious strength which can be taken opportunity of through brand extensions. This not only serves 

growth in sales directly by leveraging the existing brand e

further. 

As the example of Nivea in Section 6.1.1.4 illustrated, changing environments, and customer 

attitude and behavior can threaten even a successful brand, thus calling for changes which can be 

achieve

6.2.1.3 Profitability 
Ross, Westerfield and Jaffe (2002) point out that profitability is an important index for investors to 

decide where to put their money. Companies need to achieve higher profitability than the investors 
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ore specific, profit is what a company can reinvest to secure its current and future business. 

king capital constitutes an internal weakness driving the need for high profitability, 

pany's propensity to enter into an alliance with other 

gham (1995) identify three groups of drivers, industry, environmental, and 

prehensive 

s in order to increase efficiency in manufacturing (Bretherton, 2003). 

can do on their own in the capital markets. Additionally, they need to achieve profitability 

comparable to competitors. In fact, profitability as the primary measure of a company's success is a 

necessity for survival (Libby, Libby & Short, 2001). Consequently, companies have a general need 

to constantly maintain or increase profitability in order to attract investors and creditors. 

To be m

For its current business money is needed to buy input resources, pay employees and utilities, and 

interest on existing loans. In order to secure future prosperity companies have to invest in research 

and development, depending on the pressure to innovate in the respective industry (Boddy, 2002). 

Thus, high wor

while innovation pressure can be an external threat if competitors are more successfully developing 

new products.     

6.2.2 External and Internal Drivers of Strategic Alliances 

There are several driving forces behind a com

organizations. While each of these drivers on its own can be a reason to form an alliance, in practice 

it is more likely that a combination of several factors is necessary for companies to give up part of 

control over their operations.   

Varadarajan and Cunnin

firm characteristics. This classification follows traditional tools in assessing external and internal 

environment such as SWOT and PEST, which aim at identifying opportunities and threats in the 

marketplace, internal strengths and weaknesses, and environmental factors respectively. Since other 

authors (e.g. Bretherton, 2003; Kauser & Shaw, 2004) are geared to this framework in their 

analysis, it seems reasonable to follow it as well in analyzing drivers of strategic alliances. While 

Varadarajan and Cunningham's list is not necessarily exhaustive, it seems to be very com

in pointing out the different driving forces behind alliance formation. Figure 14 exhibits the 

framework, of which the most important characteristics will be discussed for better understanding 

and comparison to drivers in co-branding. 

6.2.2.1 Industry characteristics 
Minimum efficient scale refers to the production quantity that yields lowest cost per unit output. In 

industries with high cost pressure and tendency for price wars this driver can force small companies 

to look for partner
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In some industries, e.g. pharmaceuticals, high costs and risks in product development constitute 

another important factor increasing organizations’ propensity to form alliances with other players in 

the industry in order to spread both costs and risk. This kind of alliance obviously aims at 

leveraging (Preece, 1995). 
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For some businesses, especially those in dynamic industries, speed to market is essential in 

competing with other players. Profits and rents from innovative processes can only be realized if 

these innovations make it to the marketplace before competitor products do (Keller, 2004). First 

mover advantage is usually considered very important in dynamic industries and can be crucial in 

establishing the dominant design and reap long-term profits (Doh, 2000). However, as Sheremata 

(2000) points out the development of new products is difficult and requires organizations to 

overcome many an obstacle before and even during launch. Thus, operating in an industry favoring 

high speed to market might compel companies to create alliances enabling faster time to market 

through concerted action in development and distribution.  

The cost structure of an industry can also increase propensity to ally. Businesses facing unfavorable 

cost structures, i.e. having to cope with high fixed cost, may find allying with other players in the 

industry attractive in order to share or decrease cost. For instance, they could purchase expensive 

equipment together. Indeed, Goh and Yong (2005), in a recent study, found that alliances in the 

airline industry help to decrease costs. 

6.2.2.2 Environmental characteristics 
Changes in buying patterns can be observed continuously. In the 1950s with the German 

wirtschaftswunder (economic miracle) and  the accompanying increase in disposable incomes 

citizens in Western Germany changed their buying behavior and started buying goods such as 

refrigerators, TV sets, cars and homesteads (Eser, 1960). Nowadays more and more business, 

especially business to customer and customer to customer is handled over the internet. Some 

industries, such as the insurance and financial sector, computer hardware and software, and 

automobiles, experience rapid growth in online sales (Bellman, Lohse & Johnson, 1999). 

Companies need to adjust to these changes, seizing opportunities and fending off threats. Not 

always does this require strategic alliances, but sometimes they can be of valuable help in doing so. 

For instance, manufacturers with little knowledge about the online marketing place can enter into 

alliances with experienced online distributors to secure distribution channels and increase national 

and international reach. Other buying patterns warranting alliances may be complementary 

ether to enter into an alliance. Laws and regulations might require 

cooperation in certain industries or situations. Market leaders may need to grow through alliances 

consummation of certain goods. For instance, recall the example of Kellogg’s and Tropicana's joint 

advertising campaign. 

The political and regulatory environment can be another factor influencing a company in its 

decision-making as to wh
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ith other companies in order to pool 

 with internal strengths. In this point the mutual dependency 

ination here treats the various factors independently it 

002), that they too are not able to satisfy this need on their own. Thus, both 

rather than acquisitions and mergers if otherwise violating antitrust laws. Another contemporary 

example is China's policy to prohibit foreign companies to found wholly owned subsidiaries in 

many industries. Corporations willing to enter the Chinese markets simply have no choice but to 

cooperate with domestic companies, e.g. through forming joint ventures. 

While globalization poses many threats to the players in the marketplace, including competition 

from abroad, falling prices and increasing costs in raw materials to name a few, it also offers many 

opportunities for international growth and global sourcing (Likierman, 2006). However, often 

organizations lack the skills to seize these opportunities effectively (Management Services, 2004). 

Thus, there is some benefit to be found in allying w

complementary skills and resources and take advantage of arising opportunities (Cravens et al., 

1993).  

Apparently this last factor, listed as external by Varadarajan and Cunningham (1995) implies 

knowledge about internal weaknesses. Indeed, external factors influencing alliance formation are 

only a threat if they cannot be matched

becomes most obvious. So, while the exam

has to be borne in mind that only an unfavorable combination of external threats and internal 

weaknesses – or lack of adequate internal strengths to counter the threat – will work as trigger for 

strategic alliances.     

6.2.2.3 Internal characteristics 
Product-market diversity of a company influences its propensity to enter into a strategic alliance, 

since escalating cost and skill requirements in highly technological and global markets decrease its 

ability to compete across several markets and product categories (Varadarajan & Cunningham, 

1995). In fact, through their engagement in certain industries firms develop a set of specific assets, 

both tangible and intangible, which in turn determine their ability for diversification (Kaul, 2003). 

Companies lacking the resources to either develop or acquire assets and skills necessary for further 

diversification are therefore more likely to increase their resource base through strategic alliances. 

Firm size and resource position apparently add to this as smaller firms are more likely to lack the 

resources necessary. However, large companies may have such a high demand for certain resources 

(Markman & Gartner, 2

small and large companies may have an incentive to enter into alliances, depending on their 

resource position and requirements. 
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ss and value creation in 

ent support is crucial in realizing strategies successfully (Rodgers, Hunter & Rogers, 

ivers of cobranding 

d 

brand extension. Co-branding not only shares objectives with 

brand extension, but also some of the goals of strategic alliances. More specific these are learning, 

The other three characteristics Varadarajan and Cunningham (1995) identify as internal drivers for 

strategic alliances, i.e. former experience with alliances, top management's attitude, and corporate 

culture can constitute both strengths and weaknesses.  

Prior experience in alliance management apparently helps to increase succe

an alliance. Alliances are complex inter-organizational, incomplete contracts, which require a 

different set of managerial skills than pure in-house operations. Through entering alliances 

companies are able to learn how to manage an alliance successfully and accumulate knowledge 

which can be used in future alliances (Anand & Khanna, 2000). Apparently the argument goes the 

other way around, too. A lack of prior experience constitutes a weakness and may decrease a 

company's inclination to enter into an alliance.  

Top managem

1993). Hence, an alliance success will also depend to a large extent on senior manager’s attitude 

towards it. If stop managers do not see how the alliance adds to the company’s benefits, it will be 

the processes involved in this alliance that suffer first in times of underperformance and limited 

resources. This apparently will not help the alliance to achieve its goals in a meaningful way. On 

the other hand if top management is convinced that the alliance is the right way to tackle problems 

and is generally cooperative in nature, the alliance has a better chance to become fruitful and 

successful  

6.2.3 External and internal dr

As the analysis in Section 6.1.3 shows, goals in co-branding and brand extension overlap 

significantly. Following the reasoning that strategies are devised based on the external and internal 

assessment; this means underlying drivers in choosing a strategy of brand alliances will be the 

same, too. Hence, the drivers identified in Section 6.2.1 are also applicable in a brand alliance 

setting. A company facing threats and opportunities favoring growth, cost reduction, and increased 

profitability can generally choose from marketing strategies including both co-branding and brand 

extension. However, entering into an alliance involves loss of control, inflexibility, and increase

conflict since planning and operating are shared with the partner (Kauser, 2007). Thus, decision-

makers are expected to prefer brand extension over brand alliance. Nonetheless, co-branding occurs 

and consequently there must be reasons for this.  

Recalling the analysis in Section 6.1.3 reveals why there must be another set of driving forces in 

play besides the ones identified for 
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mpany lacks resources and skills to do so on 

opportunities and threats, and internal 

while external factors resemble those driving 

xtension, i.e. pressure to grow in 

terms of sales and brand equity, increase 

leveraging and leaping, all of which revolve around resource sharing or transferring (Reece, 1995). 

Indeed, it seems that co-branding is a viable strategy to take advantage of growth opportunities or 

counter threats regarding its marketing activities if a co

its own (Keller, 2003). These insights correspond with the internal factors identified for strategic 

alliances, product-market diversity, and firm size and resource position. An organization willing to 

increase its diversity (which relates directly back to growth as objective in co-branding) yet lacking 

required skills and resources may find forming a brand alliance with another company attractive in 

order to achieve its goals.  

As mentioned afore, strategies are mapped out to deal with a certain constellation of external 

strengths and weaknesses. In case of co-

branding this comes down to a constellation 

in which internal factors are similar to those 

found to be drivers of strategic alliances, i.e. 

resource position, product-market diversity, 

prior experience in alliances, and top 

management's attitude towards cooperation, 

brand e

profitability, and reduce costs (Figure 15). 

It has to be noted that companies may be willing to enter into brand alliances even if they are 

capable to deal with external factors on their own, or without external pressure. After all, 

possibilities and constellations are numerous and taking all into consideration is virtually 

impossible. However, a constellation as described in the previous paragraph will most likely lead to 

formation of brand alliances, thus will be treated as the default setting here. Overall it seems little 

has been written on this particular topic yet, and further research into driving forces behind co-

branding agreements seems advisable (Chapter 8).   



52 | P a g e  

 

wever, even if able to stem introduction of several new products, 

Generally, an important factor in deciding which p

demand. Managers have to estimate and assess mark

potential cannibalization regarding established produ

case of line extensions. Furthermore, managers nee

positions, as well as their potential reactions (Lakshmi

to gain understanding of the points outlined market re

foreign the product is to the company's actual core bu

with the new market domain, the more difficult and

Wilemon, 1973). This needs to be considered at the o

business and market domain should be evaluated and e

While all of the above needs to be taken into consi

re some more thoughts due to the unique company asset 

 likely to accept extension with high feature 

similarity since the brand is associated with performance in these features (Park et al., 1991). Brand 

concept consistency refers to the brand concept, i.e. its image and customer knowledge. If the 

extension is consistent with the brand image customers are more inclined to evaluate it positively 

(Park et al., 1991). It seems that prestige brands, i.e. brands built around an image rather than a 

product category, are able to stretch farther than functional brands.  

6.3 Conceiving 

6.3.1 Option generation and selection in brand extension 

When making the decision to extend an existing brand, companies are faced with multiple 

possibilities which product to introduce. Line extensions and category extensions both present 

themselves as options. Furthermore, the company may own several brands with the opportunity to 

be extended. Usually firms extend their brands several times and sometimes even simultaneously 

(Swaminathan, 2003). Ho

companies are left with the choice which ones to launch first. 

roduct to develop and introduce is market 

et potential of new products. Additionally, 

cts need to be considered, especially in the 

d to assess competitors' products and their 

-Ratan, Lanning & Rotondo, 1991). In order 

search will be necessary. However, the more 

siness, and the more unfamiliar the company 

 costly research studies will be (Chenu & 

utset and consequently options closer to core 

xploited first. 

deration in developing and introducing new 

products in general, brand extensions requi

the brand itself represents. Extending a brand always runs the risk of diluting it thereby decreasing 

brand equity (Keller, 2003), which in effect is destruction of valuable assets. Two factors having a 

great influence on customers' acceptance of brand extensions are product feature similarity and 

brand concept consistency (Park, Milberg & Lawson, 1991). The former one refers to the product 

categories the parent brand represents, and the category the brand is extended to. While feature 

similarity will be highest for line extensions, it diminishes with decreasing connection between the 

product categories. Customers are generally more



 
 

In order to guarantee brand concept consistency a company needs to fully understand customers' 

awareness of the parent brand and its associations with regard to strength, uniqueness and 

favorability. Furthermore, the brand owner has to comprehend what the positioning and core benefit 

of the brand is and where it wants to take the brand in the long run. As outlined in Section 6.1.1.4 

brand extensions can change the brand meaning. Thus, actual and desired consumer knowledge 

about the brand has to be defined. In order to make sense to customers a brand extension should 

build on the identified brand image and make use of existing associations (Keller, 2003). 

Furthermore, an organization has to evaluate if the extension will be able to generate brand equity 

in its own right and how brand equity of the parent brand will be affected. In order to assess this 

marketers have to forecast the strength, favorability, and uniqueness of all associations to the 

extension. A common mistake is to consider only some of the associations involved, thus missing 
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the larger picture and especially those associations that finally turn out to be harmful to the 

extension (Keller, 2003). Figure 16 depicts some more insight into brand extension selection and fit 

with the parent brand based on prior academic research.  

Besides considerations regarding market potential, competitor action, and brand implications a 

company also needs to assess internal factors. 

Leverage of company assets in the extension 

needs to be judged, relevance of existing 

marketing programs, and the perceived 

benefits have to be assessed. Finally, the 

organization is bound to evaluate its own 

ability to shoulder the extension in terms of 

resources (Keller, 2003).  

Overall, factors in option generation and selection to be considered can be grouped into four 

categories, which are market fit, i.e. demand side factors, company fit, i.e. factors concerning the 

company's capabilities, extension fit, i.e. factors regarding the fit between extension and parent 

brand, and competitor action, i.e. potential reaction from competitors as well as their existing 

products (Figure 17).  

6.3.2 Option generation and selection in strategic alliances 

Concluding that an alliance is a viable strategy to cope with an unfavorable combination of external 

and internal factors does not mark the end of strategy formulation in this case. Besides mapping out 

e general direction to be taken a firm also needs to find a partner who can contribute to a potential th

alliance in a meaningful way. Research suggests that up to 60% of alliances fail in accomplishing 

the partners' goals, many due to incompatibility of the partners themselves (Dacin et al., 1997). 

Companies are presented with numerous options depending on the goals they pursue. An 

organization intending to leap into a new geographical market can choose from several domestic 

companies able to help through their expertise. A firm looking for certain skills it wants to acquire 

will probably find more than one competitor who would be able to transfer this knowledge. Thus, 

various possible options can be generated based on what the alliance is supposed to achieve.  
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ave to select their partner 

 

partner is not able to deliver what is needed after entering into the alliance it will find itself locked 

in an agreement that inevitably leads nowhere. Technical appropriateness largely depends on the 

goals to be accomplished. A company seeking to enter into a new geographic market will be 

looking for a partner having knowledge about marketing and legal issues in that particular region. A 

For companies willing to follow a cooperative strategy this means they h

carefully. Only with the appropriate partner will an organization be able to pool complementary 

skills and resources in order to accomplish its strategic goals (Mitsuhashi, 2002). However, 

companies are faced with a host of potential partners both within and outside their industry, 

depending on what knowledge and resources they are looking for. This creates selection 

uncertainty, since it is difficult to assess a partner's appropriateness prior to forming the alliance 

(Gulati & Gargiulo, 1999). Selection uncertainty can be described on three dimensions, which are 

technical, behavioral and commercial (Mitsuhashi, 2002). 

The first refers to the uncertainty as to the potential partner's ability to provide the skills and 

resources the focal company is actually looking for in its search for an alliance partner. These skills 

and resources are crucial for the alliance to accomplish its goals. If the focal firm finds out the
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pharmaceutical company lacking resources and knowledge to develop the next blockbuster will be 

looking for a partner with deep pockets and scientists able to develop what is wanted.  

The second type of selection uncertainty deals with the compatibility of the prospective partners in 

terms of organizational culture, including management styles and conduct. An alliance ultimately is 

about the people from different organizations who have to work closely together to guarantee 

success.  If this is interrupted and disturbed by different approaches to work and managing 

problems will arise and the alliance may get stuck with little progress in the work to be done 

(Mitsuhashi, 2002).  

Finally, it is difficult for organizations to evaluate the commercial success of an alliance. For-profit 

organizations are of course interested in value creation through the partnership and seek reassurance 

about this before entering into an alliance (Mitsuhashi, 2002). 

In order to decrease selection uncertainty and make sure the appropriate firm is selected companies 

have to screen potential partners carefully to examine compatibility on the three dimensions 

outlined before (Dacin et al., 1997). Figure 18 shows the entire process of alliance formation of 

which steps 2-5 display more detailed how option selection can look like. Step 1 refers to goal 

definition, and external and internal assessment, and thus is not part of option selection directly.  

6.3.3 Option generation and selection in cobranding 

As shown in Section 6.1.3.1 physical brand alliances resemble line and category extensions. Thus, 

considerations in selecting where to extend a brand also apply to this kind of co-branding. Just as 

with brand extension companies have to decide which product to develop or modify together with 

the partner and which product category to enter. The factors to be examined are the same 

comprising market fit, company fit, extension fit and competitor action (Figure 17). For symbolic 

brand alliances especially competitor action is of interest, whereas the other categories are more 

concerned with product development and introduction, activities not taking place in symbolic brand 

alliances. 

Besides the brand extension factors discussed in the previous paragraph co-branding apparently also 

involves the decision which partner to select, and this applies for both physical and symbolic brand 

alliances. Thus, another set of factors to be examined roots in strategic alliance theory as discussed 

in Section 6.3.2. Just as with strategic alliances in general, in a brand alliance partner fit has to be 

examined and evaluated. This can be done along the same dimensions including technical, 

behavioral and commercial compatibility (Mitsuhashi, 2002). The partner has to be selected 

corresponding to its ability to contribute to the goals, the prospect of fruitful and preferably smooth 
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hin technical 

Research shows that co-branding 

olved brands (Dickinson & Heath, 

th, 

nagers have to figure out what 

associations customers have to those brands and how they fit the image they have of the focal 

odes in order to achieve growth and profitability objectives. From this it can be deduced 

co-operation, and expected financial 

success. Furthermore, wit

compatibility one resource is of 

specific interest and that is the partner 

brand (Keller, 2003). In fact, this 

purview constitutes another category 

on its own, referred to as brand fit. 

activities are evaluated more favorably 

if there is some kind of fit between the 

inv

2006). Brand fit can be achieved in 

different ways. One is congruency in categories, i.e. both brands are associated with products from 

the same category. Furthermore, if the brands share similar concepts, e.g. associations and 

positioning, customers will perceive a fit between the brands. Additionally, it seems that co-brands 

are seen more favorable if the parent brands are associated with high quality (Dickinson & Hea

2006). Thus, when evaluating potential partner brands, brand ma

brand. Additionally, perceived quality has to examined and assessed. 

Figure 19 depicts how brand extension and strategic alliance factors play together in selecting a 

specific option in co-branding. What is interesting about this interplay is the question whether any 

factors exert more influence on the selection or if they all affect the decision in comparable ways. 

As discussed in Section 6.1.2 an alliance is formed – among other goals – to overcome resource 

constraints (company fit) through leveraging, and foreignness of market domains (extension fit) 

through leaping (Preece, 1995). In Section 6.1.3 it was shown that co-branding makes use of these 

alliance m

that selecting partners carefully may be more important than considering company and extension fit. 

In other words alliance factors may be more important in selecting a co-branding option than brand 

extension factors. Moreover, Dickinson and Heath (2006) in a recent study show that brand fit 

factors are very influential in customers' evaluation of co-brands. However, this study only looks at 

brand fit individually without comparison to brand extension factors. Hence, based on this analysis 

the question cannot be answered unequivocally. Further research in this specific area of co-branding 
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is necessary and of high interest to any organization conside

brand management (Chapter 8). 

6.4 Realizing 

6.4.1 Realizing brand extensions 

After going through the different stages of planning and s

must be taken, for without implementation planning is mean

is a critical stage in the strategy process, since failure in o

choice of strategy, even if the latter only suffered from flaw

change in an otherwise appropriate strategy and harm the c

Larréché, 1999).  

Strategists have to have implementation in the back of their 

mind factors influencing 

ring brand alliances as strategic tool in 

electing an appropriate strategy action 

ingless (Hussey, 1994). Implementation 

utcomes is often attributed to a wrong 

ed implementation. This can lead to a 

ompany even further (Walker, Boyd & 

minds throughout the planning process. 

Recall that option 

generation and selection 

of extensions involves 

looking for the company 

fit (Section 6.3.1). 

Strategists have to bear in 

the success of strategy implementation, including among others leadership, business processes, 

human capabilities, and the organizational structure and culture (Brache & Bodley-Scott, 2006). 

Venzin, Rasner and Mahnke (2005) identify structure, system, people and culture as components 

which need to be changed to successfully implement a new strategy (Figure 20).  

While branding strategies including the decision to extend brands do not necessarily touch all of 

these components, some changes will be necessary, too. Structure refers to the organizational chart 

and questions of centralization and decentralization (Walker et al., 1999). Extending a brand is not 

very likely to entail such enormous changes. However, if the brand extension is developed only for 

a certain market or even used to enter a new one, structural changes may be necessary. Systems 

comprise the business processes such as information and material flow. Brand extensions will have 

large impact on systems, especially when it comes to category extensions implying development 

and introduction of completely new products. Accounting systems need to be adjusted to include 

new or modified products, trace their costs and sales. Manufacturing of the products may require 
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tems, e.g. purchasing. When implementing a strategy it is also 

er how it affects the people in the organization, and how to best make use of 

their knowledge and skills (Venzin et al., 2005). For instance, a product manager has to be assigned 

n responsibilities for all extensions. Finally, culture may 

se acceptance of new strategies and increase success of implementation is to tie 

and thus success of a strategy is an important part of realizing a strategy (D

is advisable to set clear goals in numeric terms, since they clarify expecta

through achievement, and hold responsible managers and employees acco

brand extension this means to communicate and monitor the objectives p

exactly these goals look like will depend on requirements of the busi

increase their company's profitability may have an exact number in mind d

or investor demands. Besides increasing acceptance and motivation perfo

new resources both input and processing, e.g. new materials not used in the original product. This in 

turn will have influence on sys

necessary to consid

– or the manager of the parent brand give

be affected by implementation, too. Changing the culture takes a long time (Venzin et al., 2005). 

With brand extensions impact on culture – and vice versa – is rather less likely. However, top and 

middle management in a company having followed a branding strategy built around the philosophy 

of “one brand – one product” may find it difficult to suddenly convince people to use brand names 

for more than one product. 

One way to increa

them to appropriate performance indicators and incentive programs. Monitoring the performance 

e Wit & Meyer, 2004). It 

tions, increase motivation 

untable (Carroll, 2000). In 

reviously identified. How 

ness. Managers trying to 

epending on competitors, 

rmance indicators are also 

useful in monitoring and evaluating the effectiveness of the strategy chosen. If it turns out to be less 

effective than anticipated corrective measures can be taken (De Wit & Meyer, 2004). 

6.4.2 Action taking in strategic alliances 

As discussed in the previous section implementing a strategy requires changes in structure, system, 

people, and culture. This of course applies to alliances, too. Additionally, alliances have some 

specific requirements in the implementation phase that have to be taken care of. While the discussed 

components of implementation have to be adjusted internally, e.g. people have to be assigned to the 

alliance project team; some more factors need to be considered in alliances. Since at least two 

independent entities are involved, questions of governance and management are more complex, and 

companies are well advised to actively manage their relationships (Bamford et al., 2003). Figure 21 

depicts the components of alliance implementation to be considered in addition to those generally 

affecting strategy implementation (Figure 20).  
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mises have to 

irements are detrimental.  

Another aspect that is very different from implementation of brand extensions is legal activities 

eans to take care of it instead of letting it 

When entering into alliances, companies usually try to anticipate and resolve management decisions 

that may arise in the course of the partnership. This however cannot cover every possibility, due to 

the inherent complexity of alliances. In order to stay flexible and responsive to emerging issues and 

problems, alliance partners need to shift focus to the alliance governance (Bamford et al., 2003). 

Processes and structures have to be designed in collaboration. This is the case specifically in non-

equity alliances 

where no formal 

governance is 

inherent in the 

partnership. While 

not all alliances 

require formal 

governance, it is 

seen a necessity for alliances of high value to the partners, complex alliances, and those alliances 

promising high potential for further collaboration (Bamford et al., 2003). 

Organizations engaging in alliance forming are wise to install task forces to handle the design of 

governance structures and the inherent decision-making processes. Besides the governance 

structure, i.e. who is meeting whom how often annually, it is also important to design collaborative 

decision-making, i.e. which decisions can be made within the committees and which have to be 

escalated (Pillemer & Racioppo, 2003). Decision-making within the alliance may be completely 

different from what both companies and their managers are usually used to. Compro

be found in difficult situations when individual requ

involved in alliance formation (Fitzpatrick & DiLullo, 2005). When entering into a contractual 

alliance the partners have to set up this contract. In equity-based alliances the swap rate of stocks 

has to be determined, and the swap administered. Responsibilities have to be assigned between the 

companies, and share of cost and revenue determined. 

The process of negotiating and designing processes and structures draws attention to another 

construction site partners have to consider in implementing their alliance: relationship management. 

Throughout the process of establishing the alliance it is important not only to tackle technical 

issues, but also manage the relation actively to establish trust, and increase flexibility and conflict 

resolving capabilities. Actively managing a relationship m
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s the alliance manager has to be distinguished from the alliance governor, 

or strategic decisions, and the alliance chief, who is in charge of the daily 

s numerous alliances, setting a dedicated alliance function up, of which the 

n be part or head, increases success rates for those alliances (Kale, Dyer & 

dedicated function can support the accumulation of knowledge on managing 

wn to be a factor influencing alliance success in Section 6.2.2.3. With an 

wledge on managing the different stages of an alliance is consolidated in one 

, people, and 

implementation issues is nothing special on first glance, with more scrutiny the commonalities 

evolve on its own. In fact, it is advised to work out guidelines for decision-making, conflict 

management and communication. Furthermore it is recommendable to audit the relationship to 

uncover where problems may occur, and to tackle them jointly and in time (Weiss & Visioni, 2003). 

Relationship management in alliances can be handled by an alliance manager who is not involved in 

day-to-day activities, but rather responsible for coordination with the partners, and can do so across 

various alliances. In thi

who is responsible f

operation and tactical dec

If a company maintain

alliance manager ca

Singh, 2002). Such a 

alliances, which was sho

alliance function kno

place, enabling sharing of best practices and helpful tools across different alliances formed in 

different parts of the corporation.  

isions (Bamford et al., 2003). 

Just as with brand extension an appropriate incentive plan tied to specific goals set during 

implementation can increase acceptance of change. Again, performance indicators will depend on 

the objectives. However, goals may tend to be a little fuzzier, e.g. specifying learning goals will be 

more difficult than determining objectives for cost savings. Still, the performance indicators also 

support monitoring and evaluating the chosen strategy and can initiate corrective actions if 

necessary (De Wit & Meyer, 2004). 

6.4.3 Realizing brand alliances 

Implementing brand alliances will affect and be affected by the same components as any strategy 

(Figure 20). In this it is similar to brand extension. However, this applies to alliances in general, 

too. Resemblance here is not specific to co-branding and brand extension, but simply strategic 

necessity. Nonetheless, specific decisions and changes regarding structure, system

culture will have more similarity between the branding strategies than between co-branding and 

other forms of alliances. This is of course due to the nature of the strategies revolving around 

decisions regarding brands and products. In brand alliances – especially physical ones – questions 

of production, accounting, personnel, and responsibility to name a few have to be answered just as 

with extension of brands – and in the same or a very similar way. Thus, while sharing 



between brand alliance and brand extension are worthwhile noting. Managers and decision-makers 

having experience with realizing brand extensions obviously are able to use this expertise in 

implementing co-branding as well. 

Co-branding also shares implementation considerations with strategic alliances. Companies 

entering into brand alliances have to 

align realization with their partners. 

Legal issues are especially important 

as brands are registered trademarks. 
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ut 

s, having such structure in an emergency will be 

, in a brand alliance relationship management will be as 

important as in any kind of alliance. This also includes establishing an alliance function, or 

With the brand being a very 

important asset it is crucial to know 

exactly how the partner intends to 

use the brand (Keller, 2003). Thus, 

in order to avoid confusion and 

abuse of the brand organizations 

have to establish clear rules abo

co-branding practices. If operations 

are supposed to be clustered new governance structures may be necessary, depending on the same 

factors as strategic alliances, i.e. complexity and importance of the alliance. While serving the same 

purpose of increasing flexibility in face of unforeseen events, and unanticipated managerial issues, 

these structures are probably somewhat smaller than for alliances connecting wider areas of 

organizations (Bamford et al., 2003). Nonetheles

helpful to avoid disaster. Furthermore

anchoring the relationship management of the brand alliance in an existing one. Figure 22 shows 

how components both from strategy implementation as well as from alliance implementation have 

to be considered in realizing co-branding activities. 

Finally, similar to both concepts discussed before, objectives need to be defined and agreed upon in 

order to increase acceptance of changes and employees' motivation. Since objectives of brand 

alliances are the same as those of brand extensions, it is likely the specific goals such as growth 

rates will be similar to those in brand extensions. As shown in Section 6.1.3 alliance objectives are 

a means to achieve the extension goals. Thus, success in that implies a successful alliance. The 

goals will of course also help to monitor the decision and evaluate its effectiveness.  
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well as strategic alliance theory are reflected in co-branding, 

as displayed in Figure 23 entails implications for managers 

ce formation throughout the process. In the following these 

ork are discussed. 

nding, strategic alliance, and brand extension reveals that the 

eculiar way to guarantee success in co-branding. Indeed, it 

 in strategic alliances, i.e. learning, leveraging, and leaping, 

more obvious goals – which in turn are similar to those of 

g in co-branding activities can be achieved. This foundation 

s are structured and how they work in order to accomplish 

uity growth is achieved through leveraging the partner brand 

re the alliance was established (Preece, 1995). 

hich ones are  

7  Final framework and managerial implications 
Figure 23 depicts the final framework as worked out in the previous chapter. It shows how different 

concepts from brand extension as 

which in fact can be viewed as a hybrid of the former two. 

The strategic process of co-branding 

and may help to improve brand allian

implications as drawn from the framew

7.1 Identifying 

Overall analyzing objectives in co-bra

latter ones are intertwined in a very p

seems that several common objectives

build a foundation through which the 

brand extension – of companies engagin

describes in which way brand alliance

what they are formed for, e.g. brand eq

value. 

Of course this bears some implications for brand managers. First of all alliances are found to be 

more successful if objectives and underlying motives are fully disclosed to partners involved 

(Rodrigue & Biswas, 2004). In case of co-branding this not only means to come clean about the 

obvious objectives of increasing growth or brand equity as identified in Section 6.1.3. It also means 

to acknowledge – first to oneself and second to the alliance partners – what the underlying mode of 

the alliance is. This will not only be helpful in guaranteeing a good relationship and success in the 

alliances, but also enables managers to handle the liabilities associated with the different forms of 

alliances. For instance, learning as goal of an alliance bears the risk to misuse the partner's trust, or 

to appear so if this goal was not agreed upon befo

Leveraging alliances are associated with high complexity which renders decision-making difficult 

and sometimes slow. Additionally, they may not be appropriate anymore with changes in the 

environment (Preece, 1995). For example, a partnership with another brand in order to rejuvenate 

one’s own is only appropriate as long as the partner brand reflects the right image. With a changing 

environment this advantage may be lost. Thus, in order to form a successful brand alliance the 

organizations  involved  have to consider  both sets of objectives, and need to define w



 
 

relevant and applicable for the alliance to be formed. This will not only determine the further steps 

to be taken in implementing the alliance, it will also establish the trust necessary for the partnership 

to become as successful as intended. 

64 | P a g e  

 



65 | P a g e  

 

7.2 Defining 

As Figure 23 shows in defining the environment, opportunities and threats calling for branding 

strategies of extension can also be considered relevant for co-branding. This means companies 

faced with this kind of external characteristics inciting growth, increased profitability or cost 

cutting, actually have the choice what kind of strategy to follow. However, in order to avoid the 

conflict, inflexibility, loss of control, and poor perceived performance often associated with 

alliances (Kauser, 2007), managers may rush to choose brand extension over brand alliances. 

However, brand extensions require resources for developing, producing, and promoting new 

products (Keller, 2003). Overextension does not only threaten brand equity, but also the company 

itself if it takes on too much to enter new product markets. Therefore, managers have to carefully 

examine internal characteristics without being biased towards the preferred solution. The 

framework developed in this paper shows that brand alliances indeed are an alternative to brand 

extension in dealing with certain external factors such as cost pressure, or in taking advantage of 

growth opportunities. In contrast to brand extension, co-branding also constitutes a potential 

solution in situations where these characteristics are met with limited internal resources, including 

skills and knowledge of employees.    

7.3 Conceiving 

In generating and selecting an option managers have to consider factors applying to product 

development and introduction in general such as demand in the marketplace, and availability of 

resources. Furthermore, factors regarding the alliance partner including brand and partner fit have to 

be taken into account. It can be assumed that most managers with some experience will consider the 

usual issues associated with product development. As there exists a large body of work on brand fit 

(e.g. Dickinson & Heath, 2005; Simonin & Ruth, 1998, Baumgarth, 2004; James, 2006) this issue 

probably comes to managers attention, too. However, partner fit – another important factor on the 

alliance side of option selection – received less attention in a brand alliance context. Because of this 

one-sided approach there exists some danger that the issue of brand fit overshadows the question of 

artner fit in selecting the appropriate partner, and clouds the responsible managers' judgment. 

pany fit constitute demand and supply side factors for 

brand extension evaluation, so do brand and partner fit for alliance assessment. While brand fit 

p

Especially if co-branding is approached from a brand management angle instead of an integrated 

perspective the danger becomes imminent. This is not to say that brand fit is only of secondary 

importance. In fact, just as market and com
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 on the demand side through influencing customer evaluation of the alliance 

as it is a brand strategy. Thus, besides getting experienced 

ard it is also advisable to involve people with skills in forming and managing 

guarantees success

(Dickinson & Heath, 2005), partner fit is of importance to the supply side by enabling the partners 

to co-operate smoothly. Neglecting partner fit can doom an alliance from the outset (Weiss & 

Visioni, 2003). This of course applies to brand alliances just as well as to any other kind of alliance. 

Thus, decision-makers have to carefully evaluate not only brand but also partner fit in selecting the 

appropriate option.  

7.4 Realizing 

In the analysis it has been shown that in order to realize a brand alliance, concepts from general 

strategy implementation, i.e. changes in internal structure, system, people, and culture, apply as 

well as concepts from strategic alliances comprising relationship management, legal activities, and 

governance structures. Furthermore, specifics of implementing brand alliances internally will be 

similar to those of brand extensions. Companies planning to form brand alliances can make use of 

these insights. When considering co-branding activities top-management may be inclined to leave 

the implementation and operation details to marketing and brand managers, since activities seem to 

involve matters of these functions as shown before. However, this neglects the fact that co-branding 

is as much an alliance in this regard 

brand managers on bo

alliances. The more prior experience managers have with alliances the more likely the success of 

following ones (Anand & Khanna, 2000). Top-management is well advised to leverage existing 

expertise in alliance management in co-branding. Thus, in choosing project teams responsible for 

realizing a brand alliance, employees with experience in both fields should be considered. 

Furthermore, just as with other forms of alliances an alliance manager should be appointed – or an 

existing one be assigned – to take on the task of relationship management in order to increase 

capabilities of conflict management within the partnership (Weiss & Visioni, 2003). Alliances in 

most cases fail due to problems between the partners which can be forestalled through active 

relationship management. This of course also applies to co-branding as one form of alliance. 

Another source of alliance failure is insufficient legal contracts (Weiss & Visioni, 2003). This is 

especially crucial in brand alliances considering that they involve registered trademarks which are 

important assets of their respective owners. Thus, managers in charge of implementing co-branding 

activities need to always be aware that this endeavor constitutes an alliance with respect to 

realization and should be treated as such.  
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odel is based on concept analysis and thus prescriptive in nature. A more 

rk might deviate from the one developed in this paper. Thus, it is necessary to 

n brands can benefit from an alliances with a 

strong and renowned brand to increase brand equity and create acceptance with the customer 

8  Further research 
One important reason to develop the framework was to identify areas for further research in the 

highly unsystematic field of brand alliances. Indeed, the framework gives some indication where 

further research is needed. 

First of all, the entire framework itself needs to be validated through empirical research. For the 

moment the current m

descriptive framewo

validate how companies in practice approach co-branding. If differences occur it can be analyzed 

why this happens. Based on this the framework may be improved or the behavior of managers 

changed if they are found to neglect best practices as suggested by the current framework. 

Another question identified for further research is the issues of driving forces behind co-branding 

(Section 6.2.3). In understanding better which factors drive companies to enter into brand alliances 

it is easier for brand managers to identify situations in which co-branding is a valid alternative to 

other strategies. In some of these situations co-branding actually may be a superior alternative yet 

neglected by decision-makers as they do not understand how a brand alliance would help to counter 

threats and circumvent weaknesses. At the moment there seems to be little understanding of this. 

In Section 6.3.3 it was shown that brand fit is an important factor influencing the decision which 

brand to partner with. Indeed, it seems that brand fit is able to decrease the influence of other factors 

such as company fit, i.e. the resource and skill situation of the firm, as well as extension fit, i.e. the 

fit between the initial product category and the one to be entered. Which factor's influence is 

stronger is arguable and impossible to assess solely based on the analysis done in this paper. From 

examples such as the brand alliance between ESPN and Sony (Section 6.1.1.3) it becomes apparent 

that brand fit can help to overcome barriers in leaping into seemingly unconnected markets (Preece, 

1995). However, how unconnected the market can be is not as obvious. Research in this area can 

help both scholars and practitioners to understand the impact of both extension and brand fit. 

Especially for practitioners this is of interest as this opens new opportunities to enter profitable 

markets even if the connection to the initial product category of the brand is remote. 

One goal of co-branding is to leverage the partner brand in order to create brand equity. Interesting 

for researchers and managers is the answer to the question how an uneven brand alliance influences 

brand equity. Not always is existing brand equity the same for the partner brands. Indeed, it has 

been shown that especially new and widely unknow
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c 004). How this influences brand equity of the high value brand is 

ns that need answer. 

, for the 

(Se tion 6.1.3.4) (Baumgarth, 2

less understood and also of great importance. Is the brand affected at all? Does brand equity 

increase due to increased exposure? Does it decrease since the alliance seems dubious to the 

customer? These are questio

Besides the suggestions made in this section there are other possibilities to use the framework in 

order to gain more insights into brand alliances. It is indeed possible to take each of the steps in the 

formation of co-branding as outlined in Figure 23 to derive questions worth of further research. 

Some more are listed below. 

 

1. Considering that physical brand alliances and brand extensions are very similar

same potential extension do customers actually evaluate them differently? 

2. Do customers evaluate symbolic and physical brand alliances differently? 

3. While a large body on research is devoted to the issue of brand fit only little is said about the 

partner fit in connection to brand alliances. In this context it is interesting to research which 

factors lead to alliance failure in co-branding.   
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 and vice versa (e.g. Simonin and Ruth, 1998; 

Hadjicharalambous, 2006). Furthermore, there seems to be little 

greement on taxonomy with different perceptions of what constitutes co-branding (e.g. 

Had

In ligh onomy for brand 

alli  identify areas of 

rese

brand e

Regard ade to understand co-branding as any co-

erative activity involving at least two distinguished brands. As this definition is not limited to 

ctivities covering the common development of co-branded products, another classification within 

-branding can be established, distinguishing symbolic and physical brand alliances. While the 

rmer specifies communicational activities such as joint advertising and joint promotion, only the 

tter comprises product development. This establishes the similarity between physical brand 

lliances and brand extensions as both require modification or new development of products under 

n existing brand. Symbolic brand alliances do not utilize modified or new products. However, as 

e brand is used in another setting than customers are used to, important issues regarding the effect 

n brand equity and customer acceptance have to be considered for symbolic brand alliances, too. 

hus, both forms of brand alliances share crucial question and considerations with brand 

xtensions. 

t the same time the participation of two entities apparently constitutes some kind of alliance. 

ccordingly the framework developed in this paper analyzes co-branding as a sub-case of alliances 

nd brand extensions. In order to limit the possibilities of analysis in the vast fields involved a 

odel of the strategy process is utilized (De Wit & Meyer, 2004). Along the steps of Identifying, 

Defining, Conceiving, and Realizing brand extensions, strategic alliances, and co-branding were 

analyzed and compared to figure out similarities and help academics and practitioners to understand 

9 Conclusion 
Co-branding is a fast growing phenomenon both in academic as well as in practical circles 

(Hadjicharalambous, 2006). An ever-growing body of research exists mostly focusing on spillover 

effects of brand alliances on the parent brands

Baumgarth, 2004; Rodrigue and Biswas, 2004), and the fit of the involved brands and the effect on 

consumer evaluation (e.g. James, Lyman & Foreman, 2006; Dickinson and Heath, 2006). However, 

in absence of any structure to the concept, research and insights in this field continue to be 

fragmented and one-sided (

a

jicharalambous, 2006; Keller, 2003; James, 2006; Dickinson & Heath, 2005).  

t of this situation the paper at hand tried to first establish a consistent tax

ances, and second to work out a framework which can be used by scholars to

arch, and by practitioners to better understand co-branding as a hybrid of strategic alliances and 

xtensions.  

ing common terminology the suggestion was m
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. As the framework shows both brand extension and strategic alliances 

he likelihood of 

e of external and internal examination revealed that co-branding depends largely 

riate one in the conceiving stage of the strategic process, decision-makers have to 

brand alliances better

concepts influence co-branding and determine how forming and managing a brand alliance can be 

approached from a strategic perspective.  

In defining goals of brand alliances it was shown that these will coincide with brand extension 

objectives. This generally establishes co-branding activities as alternatives to brand extensions. 

While the more palpable goals of co-branding are the same as those of brand extensions the analysis 

revealed another dimension showing that it is the underlying mode of the alliance itself which 

supports achievement of the goals. For instance, through leveraging each other’s resources and 

brand equity the partners in the brand alliance are able to achieve higher growth. However, not all 

goals generally associated with strategic alliances apply to co-branding. With t

success for alliances increased through openness and full disclosure between the partners (Preece, 

1995) the findings imply that managers have to share their respective goals with the ally, especially 

those lying hidden under the surface.   

Looking at the stag

on the same external factors as brand extensions. Dwindling growth opportunities for existing 

products in existing markets, identification of new opportunities as well as pressure to increase 

profitability and cut costs will render brand extensions and co-branding as an alternative more 

likely. It is internal factors that will decide which alternative is chosen. If these factors resemble 

those triggering alliances in general, e.g. lack of resources and knowledge to realize extensions 

independently, co-branding becomes an attractive alternative. Furthermore, with top-management 

support, and prior experience with alliances the likelihood of alliance formation and success will 

not increase. For managers it is important in this context to understand not only the external but also 

internal situation of their company. Moreover, they need to understand that co-branding is an 

alternative to brand extensions able to address similar external situations. 

Furthermore, the analysis showed, when generating options for brand alliances and selecting the 

most approp

consider factors such as market fit, company fit, and extension fit affecting brand extensions, too. 

This means they have to look at the market and forecast demand for the new product as well as the 

company's ability to develop, produce, and launch the product. At the same time they have to 

evaluate the brand fit, i.e. how the brands involved complement customers' associations to the 

product, and partner fit, i.e. the partner's ability to deliver on the expected resources as well as 

behavioral issues to increase co-operative capabilities. While it is obvious that partner fit can help to 
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it to the established brand image. Through leveraging a 

ant and complex brand alliances it is advisable to install a 

is is not as easily 

overcome obstacles of company fit by extending the resource base, the influence of brand fit to 

counter implications of extension fit is less conclusive. Extension fit refers to the appropriateness of 

the new category to be entered and its f

partner brand with positive associations in the context of the new category a firm may be able to 

extend into categories with low extension fit. For managers at this stage it is crucial to consider all 

factors in their decision. If co-branding as perceived as mainly extensional in nature the very 

important implications of partner fit may be overlooked. This will affect the atmosphere of the co-

operation as it also concerns the fit between the different corporate cultures, and may forestall 

conflicts. 

Finally, in realizing a strategy the analysis showed that general factors such as structure, system, 

people, and culture will be influenced. There may be changes necessary to implement the chosen 

strategy. However, in brand alliances some more factors are crucial which concern the co-operation 

with the partner. Especially in import

structured governance system to increase decision-making capabilities. Furthermore, in order to 

reduce conflict potential and ease conflict management companies in brand alliances need to 

actively manage their relationships, e.g. through an alliance manager, or a dedicated alliance 

function. Also of importance are legal issues as the brand usually constitutes a valuable asset which 

needs to be dealt with carefully. All this distinguishes brand alliances from brand extensions and 

managers are well advised to bear this in mind when implementing co-branding activities. 

Concluding the framework established in this paper shows how exactly concepts and theories both 

from brand extensions and strategic alliances influence co-branding. Managers can use the 

framework to achieve a better understanding of brand alliances, their formation and management as 

compared to brand extensions and alliances in general. Areas are identified where concepts from the 

constituting areas can be applied to co-branding while others are revealed where th

possible. For researchers the framework gives some structure and overview as to where there are 

domains left for further research which have not received much attention as of yet.  
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