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Abstract: Standard accounts of industry dynamics tend to emphasise the role of technological innova-
tions. This study argues that brands may have a similar power to impact the dynamics of industries.
This power, which goes beyond brand monopolisation and the ability to change competitive structures,
includes the shaping of ecosystems such as global value chains, and processes of industry globalisation.
This study draws on different categorisations of brands — merchants’ brands and collective brands —
and on a wide variety of historical cases relating to firms and brands from multiple industries, in distinct
periods of time and different parts of the world.
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Resumo: As andlises-padrdo da dindmica de industrias tendem a enfatizar o papel das inovagoes
tecnoldgicas. Este estudo argumenta que as marcas podem ter um poder semelhante para influenciar a
dindmica das industrias. Este poder, que vai além da monopolizagéo da marca e da capacidade de
mudar estruturas competitivas, inclui a formacgéo de ecossistemas, tais como cadeias de valor globais e
processos de globalizacdo da industria. Este estudo baseia-se em diferentes categorizagbes de marcas

— marcas de comerciantes e marcas coletivas — e numa grande variedade de casos histéricos relacionados
com empresas e marcas de mdultiplas inddstrias, em periodos distintos e em diferentes partes do mundo.
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INTRODUCTION

Although the importance of brands as a key firm-level resource has long been recognised
in the fields of corporate strategy, industrial economics and law, studies on the dynamics
of industries tend to highlight the significance of «hard» technological innovations such
as patents'. The «soft» side of innovation associated with the creation of brands and repu-
tation building, the protection of brands through trademark registration, and the creation
of effective distribution channels only appears considered implicitly in these typologies®.
Historical evidence has, however, highlighted that brands and marketing innovations
have had a very important role in shaping the growth of firms and also the dynamics
of industries’.
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A brand is here distinguished from a trademark. A brand is defined as a logo, symbol
or design, or a combination of these, which can be used to identify goods or services and
to differentiate them from competition. A trademark refers to the part of the brand which
provides exclusive rights to the innovator to its distinctive name, word, sign, symbol,
or logo, also guaranteeing its origin, and is protected by law*. The concept of the modern
brand can, however, be unbundled into two characteristics. The first relates to the ability
of brands to differentiate products and services beyond providing information about their
quality, and as part of firms’ marketing strategies, creating barriers to entry to compe-
titors®. Brands create constructs that evoke different meanings in consumers’ minds,
and ultimately have the ability to influence the social and cultural fabric of our world®.
The second relates to the fact that brands are protected by law, allowing enforcement
against imitations. This legal protection also enables brands to have «eternal lives»
through the renewal of their trademark registrations’.

«Soft» innovations associated with branding and marketing are analysed within
the context of two main broad categories of brands — merchants’ brands and collective
brands. Merchants” brands relate to goods that are manufactured and sold by a specific
merchant; collective brands cover a larger portion of the market, with individual brand
members sharing similar characteristics. While most brands that we experience daily
are merchants’ brands such as Amazon, Apple or Google, which differentiate individual
products or services and their merchants or producers, collective (or common) brands
are also very common in certain trades such as agricultural products like wines (Porto,
Champagne, Rioja) and cheese (Parmesan, Gouda and Stilton). Merchants’ brands
(or producer brands) are typically owned by a single firm and are protected by law
through a trademark. A collective mark is one that indicates that the user of the mark
is a member of a particular organisation®. With collective brands a group of firms share
a common mark which is used to market their individual products, while retaining full
autonomy with respect to all business decisions and the retaining of profits.

Collective brands are associated with place or geographical indications of origin
and certification marks. They are typically owned by third parties, such as regional
associations or public sector bodies, and are legally protected by devices such as
geographical indicators or appellation of origin®. Apart from creating a reputation for
goods, they may also help create national and international reputation and competi-
tiveness for regions by attracting talent, business, tourism, and helping local economic
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development. Additionally, they can be used as a key tool for international relations
and to promote international trade'. Certification marks, another type of collective
brand, focus on distinguishing products based on certain standards, such as ethical and
social standards. They tend to be owned by certification bodies and are legally protected
by trademarks'!. There is a large overlap between the two types of collective brands
— geographical indications of origin and certification marks — particularly in geograph-
ical collective marks, which often set standards for use'>.

This chapter provides a systematic analysis of the impacts of these different cate-
gories of brands on the dynamics of industries and analyses how innovations in brands
can change the competitive structure of industries, especially their level of concentration
and market power; how brands can also shape industry ecosystems — the networks of
supporting and related sectors and the industry regulatory structure on which the core
firms in an industry rely; and on how they may impact the globalisation of industries
directly and indirectly. Following the introduction, sections 1 and 2 look, respectively,
at the impact of merchants’ brands and collective brands on the dynamics of industries.
The analysis makes a distinction between «marketing-based industries» and «techno-
logy-based industries», where patents tend to be considered the main form of innova-
tion. Section 3 analyses how brands have shaped different industry ecosystems. Section 4
discusses how brands have been central in the processes of globalisation of industries by
opening up new markets, new sources of supply, changing business models and organi-
sational forms, and by increasing concentration in industries. Finally, section 5 draws
some conclusions, highlighting the significance of historical evidence in illustrating the
power brands may have in explaining firm and industry dynamics in the long run.

1. MERCHANTS’ BRANDS AND THEIR EFFECTS ON INDUSTRY
STRUCTURES

While the impact of merchants’ brands is easily visible in the dynamics of «market-
ing-based industries» such as soft drinks, which rely on the management of brands
and distribution channels for firms’ competitiveness, in «technology-based industries»,
where competitiveness is usually associated with «hard» technological innovations such
as patents, brands don't tend to be considered so central. However, as illustrated below,
merchants’ brands can also have a profound impact on industry dynamics.

1 DINNIE, 2004; ANHOLT, 1998, 2003, 2006; The country of origin effect, 2011.
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1.1. Merchants’ Brands in «Marketing-Based Industries»

Merchants’ brands have the power to revolutionise industries. The British soap brand
Sunlight, created as a household detergent, was a radical innovation which revolu-
tionised an industry through «creative destruction» of existing business models".
Sunlight was developed by the newly established British firm Lever Brothers in 1884
for washing clothes and for general household use. This was the first time a household
detergent was sold branded and wrapped attractively in a way that could be purchased
directly by the consumer from the retailer’s shelf. When the brand was launched Lever
Brothers also used innovative and aggressive advertising to market the brand. These
«soft» innovations, essentially marketing related, led to a radical transformation of the
whole value chain ranging from production to trade. As a result of the success of Sun-
light, many imitations emerged nationally and internationally. Lever Brothers became
very active in protecting their trademark, again following strategies quite aggressive and
pioneering for their times. In some cases, they pursued imitators through court cases,
in others they changed their modes of entry into markets by using their own channels
rather than using agents and other third parties to increase control and manage risk'*.

This radical marketing innovation by Lever Brothers with the introduction of
Sunlight soap disrupted the whole industry. Soon Lever Brothers became industry
leaders dethroning the two existing British oligopolist firms — Joseph Crosfield from
Warrington, and William Gossage from Liverpool. The two businesses felt the competi-
tive pressure and reacted by creating multiple brands and registering hundreds of trade-
marks of new household goods. They also invested heavily in marketing and advertising.
These brands and trademark registrations were, however, not used in the same way as
Sunlight was by Lever Brothers. They worked as labels rather than as means to create a
personality for products with unique characteristics'. Over time, the competitiveness of
Crosfield and Gossage eroded and both firms ended up being acquired and absorbed by
Lever Brothers in the early twentieth century's.

Another example of a brand which changed the dynamics of a «marketing-based
industry» is Coca-Cola. Despite its longevity and heritage, Coca-Cola is still relevant
today and is one of the most iconic and valuable brands in the world"”. Coca-Cola was
invented in 1886 in the United States, in a period when other soft drinks brands such as
Schweppes, Hires, Clicquot Club, Moxie and Dr Pepper were also starting to develop.
There is some controversy about the way in which the brand built its reputation relying
on a background in alcohol and cocaine-laced drinks'®. This was at the time a rapidly
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growing industry, as soft drinks were perceived to have curative properties of various
kinds and were also regarded as a temperance drink. Coca-Cola launched the first cola
soft drink in the US and was the first soft drinks company to use national advertising and
distribution of its new brand. To achieve national coverage, it relied on economies of scale
and scope in production, advertising, and distribution, using its own trained salesmen.
Apart from creating a new cola market, Coca-Cola changed the business model in the soft
drinks industry from having a regional scope to having a national coverage®.

1.2. Merchants’ Brands in «Technology-Based Industries»

The existing published rankings of the world’s most powerful and most valuable brands
show that there are many brands owned by leading multinational enterprises operating
in technology-based industries. They include Apple, Google and Microsoft®. Despite
their high investments in path-breaking technology-based innovations which created
new industries and disrupted existing ones, these multinationals also invest heavy in
marketing and branding. For instance, in 2015 Apple’s branding and advertising expenses
rose to a record 1.8 billion dollars, corresponding to about 80 percent of its revenues for
that year. Since then, and because of public scrutiny, Apple stopped publishing this infor-
mation®. The power of the brands owned by these «technology-based» multinationals
is so significant that they are now used as symbols of specific economic and social acti-
vities. For instance, Facebook (now renamed Meta) is used as a brand that symbolises
friendship networks; eBay symbolises auctions; Microsoft and Apple symbolise work and
office; Uber and Lyft symbolise ride hailing; LinkedIn symbolises professional networks;
Instagram symbolises photo and video social networking; and Twitter is used for brain-
storming and influencing, just to name a few. These multinationals fight fiercely to keep
brand dominance, leading to an even higher concentration of the industries where they
operate. For instance, Facebook bought out WhatsApp and Instagram soon after the two
start-ups were created, increasing as a result its dominance as a truly global social media
platform brand®. These two brands were subsequently renamed as WhatsApp from
Facebook and Instagram from Facebook® and in 2021 the tag changed to WhatsApp
from Meta and Instagram from Meta. Similar patterns can be found in other «technol-
ogy-based» industries, with the strategic behaviour of leading multinationals such as
Google and Microsoft, which have also been buying out start-ups, owners of successful
niche brands with potential to become global challengers*.
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When using open innovation and intellectual property landscapes to share
resources, know-how and technology, «technology-based» multinationals are also
found fighting for control of their brands over the platforms where they operate and for
the protection of the intellectual property associated with their marks in order to keep
market power. For instance, most of the high-profile Free/Libre Open Source (FLOSS)
projects, while disdainful of the patents and copyrights used to control and restrain soft-
ware-driven technology, nonetheless have registered and taken care of their trademarks.
Taking the lead, Linux, Mozilla, Firefox, and Wikipedia have all fought to prevent misuse
of their trademarks. For example, the Linux Foundation’s «Trademark Guidelines» cover
multiple marks and in spirit are quite unlike their view of software patents®.

We can also find historical examples of the role of brands in what are considered
to be predominantly «technology-based industries». The German brand Aspirin created
in 1897 by Bayer as an over-the-counter medicine to reduce pain, fever, and inflam-
mation revolutionised the pharmaceutical industry, which until then relied essentially
on the skills of pharmacists to prepare and dispense medical drugs which were sold for
the same purposes®. While the first recorded use of salicylates as a pain remedy dates
back thousands of years, Bayer was the first to use it in a pure form, with very few side
effects and ready to use over the counter. The name «Aspirin» used for the new product
was a combination of «Sperion» (meaning bark in Greek) and «A» for Acetyl. Soon after
Bayer filed for patent protection of the revolutionary technology it had developed to
produce the Aspirin in Germany and in other countries. However, except for the United
States, the patent application was rejected in most countries. The argument provided
was that the main component used in the production of the Aspirin and its benefits
had been known and had been in use for that purpose for a long time. As an alternative,
Bayer filed for protection of the trademark in different parts of the world. This type
of IP protection was easily obtained due to the names genuine innovative nature.
Soon after the launch of the brand Aspirin, Bayer made a further technological break-
through. In 1900 the company launched Bayer’s Aspirin in tablet form. This prevented
druggists from diluting Bayer’s Aspirin with other powders and fraudulently selling the
mixture as if it was Aspirin only”.

The newly branded tablet Aspirin, apart from changing the dynamics of the
industry, also created an important barrier to entry for potential competitors®.
The Aspirin provided an easy, reliable, and inexpensive method to alleviate pain, changing
the experience and expectations of patients and doctors, and leading to radical changes
in the pharmaceutical industry. In 1915 Aspirin became available to the public without
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prescription, making it the first modern synthetic medicine to be mass-marketed,
sold over the counter, and which became a household name around the world.
Several serious influenza epidemics that took place in the early twentieth century
provided an unexpected boost to the sales of Aspirin and its public reputation. Physicians
and specialists in epidemics all over Europe prescribed the branded medicine Aspirin in
considerable quantities, using the presstoinform the publicabout thebrand, which worked
indirectly as free advertising for Bayer”. The brand and its international recognition
and popularity became so generalised that the brand name eventually became generi-
cised — the term «Aspirin» began to be used as synonymous of salicylic acid and pain
killer throughout the world even by competitor firms (Bayer Co. v. United Drug Co.,
272 E 505 - S.D.N.Y. 1921).

2. THE IMPACT OF COLLECTIVE BRANDS ON INDUSTRIES
Collective brands in commercial activity can be traced back many centuries, gaining
prominence from the twelfth century with the development of craft guilds which were
at the origin of important industries and industrial clusters in Europe, producing goods
such as cloths, bread, cutlery, edge tools and leather goods*. Medieval guilds had very
distinctive and important roles in creating reputation for goods. They simultaneously
authorised the use by members of indications of geographical origin and endorsed the
quality of the goods they produced®. Guilds were particularly useful for dealing with
adverse selection and asymmetric information when there were no legal standards.
They also provided social benefits, even when there was some degree of monopoly
power by the guilds®. In the Renaissance period firms such as the branch of the Medici
family firm from Florence which focused on the trade of wooden textiles, relied on
the network provided by their membership of the wool guild to outsource approved
parties for several stages of their production process, including the purchase of the wool,
and the dying of cloths and washing of the wool. The membership of the guild and their
endorsement of these third parties provided an automatic reassurance of the quality and
standards of the goods and services they offered. Some of these stages including the
purchase of chemicals and stretching were carried out by the wool guild®.

During the nineteenth century there was a globalisation wave which saw a rapid
expansion of international trade as well as technological developments which increased the
possibility of businesses to proliferate and internationalise their activities. These changes
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led to a demise of guild marks and brands, and the rise of other types of collective brands
as well as merchants’ brands protected by law. Two types of collective brands dissemi-
nated — place or geographical denominations of origin and certification brands™.
Place or geographical indications of origin proved to be important in helping to build the
reputation and competitiveness of industries and regions. They are distinct from indica-
tions of origin or «country of origin» which despite indicating geographical location, do
not denote if the product from a particular region has special characteristics associated
with geography such as soil, climate, or humidity®. Brands relying on geographical origin
are different from trademarks because they denote geographical and not trade origin.

The earliest efforts to protect geographical indications of origin for wines illustrate
how collective brands can produce radical transformations in the dynamics of industries.
They provide an essential link between the geographical location of production and
the specific quality attributes of the wine. The argument is that geographical location
is distinctive and inimitable in terms of the unique combination of soil and climate,
which influences the quality and the reputation of the wine. This was particularly
important historically when there was significant fraud in the international trade of
wines which often caused health hazards for consumers®. The original motivations to
protect geographical indications of origin were associated with economic and consumer
protection concerns. For producers, geographical indications of origin protected
manufacturers and winegrowers from misrepresentation and loss of reputation and
market share. Additionally, geographical indications served indirectly as endorsements
— a marketing tool — to limit production areas and develop regional notoriety,
and also provided monopolistic protection by creating more value added for businesses
from those regions”.

In beverages such as port wine and chianti the creation of a geographical indication
of origin was very much connected with the quality of wines traded internationally with
the main consumer markets; for the case of French burgundy; it was the domestic trade
with Paris®. While Tuscany created a denomination for its wine in 1716, and the Tokaj
region in Hungary created a denomination of origin in 1737, these were no systematic
and enduring regulations. It is the Douro region which in 1756 creates the first denomi-
nation of origin for port wine with the meaning that we have today of continued
government control in the region. Along with setting boundaries for geographical
denominations of origin and ensuring quality for wines traded internationally and
nationally, merchants were legally forbidden to use geographical names unless their
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* KOTLER, GERTNER, 2002; The country of origin effect, 2011; SUBRAMANIAN, 2017.
3 STANZIANTI, 2009; SIMPSON, 2011; LOPES, LLUCH, PEREIRA, 2020.

% PEREIRA, 1988; MARTINS, 1990; DUGUID, 2014.

3% MAHER, 2001.

20



BRANDS AND THE DYNAMICS OF INDUSTRIES

wines originated from the delimited areas®. Today, all major wine-producing nations
have some sort of regulatory regime that sets out geographical limits on regions,
and there is a controversy of whether this leads to equity and efficiencies or whether it
creates distortions such as rents for those who own the production factors, such as land
and vineyard owners®.

Geographical indications of origin can also relate to other items beyond agricul-
tural products such as footwear from Italy, automobiles from Germany, or fashion from
France. This is what happened with the development of Paris as the capital of fashion
from 1868, with the creation of a prestigious professional syndicate — Chambre Syndi-
cale de la Couture Parisienne. The syndicate safeguarded good practices and know-how
and lobbied public authorities in the pursuit of professional interests*. It was, however,
from the 1950s in the aftermath of World War II that this and other similarly reputable
associations which included most of the French luxury firms gained power lobby-
ing the French government for favourable tax conditions, for protection from substi-
tute products, and for the international promotion of Paris as a centre for fashion and
luxury*. The popularity of this initiative led to the development of other fashion cities
aiming to compete with Paris, notably London, and a series of Italian cities — Florence,
Milan, and Rome®.

Certification brands, such as Fairtrade and Rainforest Alliance, which have been
particularly important in working as advocates for a better society, impacted on the
dynamics of many industries by setting standards, creating greater equity in international
production and trade, and making different parties in the supply chains more sustain-
able, cooperative, power sharing, and socially responsible. While the fair trade movement
can be traced back to the eighteenth and nineteenth centuries, this phenomenon became
mainstream, being used by multinationals in the twenty-first century*. Coffee is one of
the multiple industries which was affected by this fair trade movement and the fairtrade
label. This industry was historically concentrated in the hands of brand-name roasters,
some of which also engaged in retailing®. In the early twenty-first century multinationals
such as Starbucks with the Starbucks café brand, Procter & Gamble with Millstone,
and Nestlé with Partners’ Blend were crucial in changing the dynamics of the coffee
industry by selling fairtrade coffee through mainstream channels*.
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3. BRANDS AND INDUSTRY ECOSYSTEMS

Brands may impact on the dynamics of related and supporting industries, which directly
or indirectly affect how they grow and thrive. Brands can produce radical changes in
the contextual environments and in the «rules of the game» which govern industries.
In many countries owners of successful brands were behind the creation of trademark
law, from the second half of the nineteenth century, as innovators sought legal protection
from imitators and counterfeiters for the misappropriation of their market share and
reputation, and for misleading and sometimes also harming consumers’ wellbeing
and health?. In Brazil, for instance, the determining motivation for the Imperial Govern-
ment to create a legislation for trademarks in 1875 is associated with a court case known as
the «Moreira & Cia. vs. Meuron & Cia.», which took place in 1874 and was filed in Bahia
by Meuron & Cia., a snuff producer owner of the brand Areia Branca against another
snuff producer, for creating a very similar snuft brand, Areia Parda. The Court found
that neither the existing Criminal nor Commercial Law provided enough grounds
to protect the innovator, the owner of the original brand. As a result, Moreira & Cia.,
the imitator, sued Meuron & Cia. for damaging the reputation of his business. Eventually
Meuron & Cia. won. In 1875, when the first trademark law came into place in Brazil,
Meuron & Cia. was the first firm to register its trademark®.

Brands have also contributed to the development of other related industries such as
the professionalisation of marketing and advertising agencies and of trademark lawyers.
An illustration is the case of the first advertising agencies in Brazil — Eclética, which
was founded in 1914 in Sao Paulo to advertise foreign brands such as Aalborg cement
from Denmark, and Ford automobiles and Texaco oil from the US. At the end of World
War I more advertising agencies emerged in Brazil offering professional designs and
advertising placements. The American advertising agency J. Walter Thompson which
followed one of its clients General Motors was the first foreign advertising agency to
open an office in Sdo Paulo in 1929, and soon after another office in Rio de Janeiro®.
In Argentina the spread of imitations of consumer goods brands in the late nineteenth
century promoted the need for active surveillance of brands and the protection of intel-
lectual property. That eventually led to the creation of trademark law in 1876 and also
of law firms to deal with registration and litigation. Some firms such as Obligado & Co.
and G. Brewer, which were formed around the same time the trademark was enacted
in that country, still exist today™.
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Imitation of collective brands can lead to the development of new and competing
industries. In Spain, for example, the expansion and modernisation of the Rioja region
in the second half of the nineteenth century was the result, to a large extent, of imitation
of wines from the Bordeaux region. The French influence in the establishment of the
Rioja wine region is visible in the techniques used in production and in the names of
some firms and estates created such as Bodegas Franco-Espaiiolas (1890) and Chateau
Ygay (1893), which used in their wine labels expressions mixing French with Spanish
wine-producing regions such as «<médoc alavés» or «médoc riojano»; and also the tech-
nicians hired for the production of Rioja wines, many of which had previously worked
in the production of Bordeaux wines. But Rioja wines were not being sold as Bordeaux
wines. While there was imitation of production and imagery, there was no imitation
of the commercial or collective trademarks. This type of imitation without trademark
infringement was a success which impacted on the growth of the Rioja wine industry.
It is possible, however, to find some Rioja wine producers following strategies associated
with the counterfeiting of collective trademarks, characterised by imitation of product
and use of false region of origin. For example, at the beginning of the twentieth century,
Bodegas Bilbainas traded beverages such as Cognac Faro, Rioja Clarete, Cepa Borgoiia,
Cepa Sauternes, Tarragona port, South African sherry, and Catalan champagne’'.

Brands can also have an important impact on the power of different agents in
global value chains. An illustration is the wine chain between Britain and Portugal
in the early nineteenth century. During this period wine consumption in Britain grew
and the market expanded creating incentives for adulteration of wines. For instance,
there was a lot of wine in the British market being sold as port, but instead of origi-
nating from the Demarcated Region of the Douro in the north of Portugal, it originated
from other regions such as southern France, southern Spain and from the East End of
London in Britain. Faced with a market crisis of quality in Britain, the trade needed
means to control its supply chains to avoid adulteration and as a way to signal quality
and reliability to consumers. Traditionally wine was sold in Britain under the name of
the merchant, who often liberally blended consignments. To overcome the increasing
problem with adulteration of wines merchants turned to their suppliers. British wine
merchants started to put forward the names of reputable suppliers to improve the credi-
bility of the wines. As a result, new names such as Sandeman’s and Offley’s disturbed
the established balance of power in the global value chain by rising from obscurity to
prominence and by adding more value to the production stage™.

Brands can also lead to the development of other less related activities, not strictly
connected with the value chains for the products. For instance, in the late nineteenth
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century, the global success of the match industry which developed during this period
and was dominated by the Swedish match company and challenged by match producers
from other countries such as Japan. This led to the development of a new industry —
phillumeny, the art of collecting matchboxes. The importance of this industry is portrayed
in the novel by the Nobel prize winner Anatole France The Crime of Sylvestre Bonnard,
where he portrays a princess and prince roaming the world to find rare matchboxes of
which they were making a collection™.

4. BRANDS AND INDUSTRY GLOBALISATION

Brands can have a profound impact on the globalisation of industries. They can be at the
basis of processes of industry concentration, international network formation and changes
in business models, and corporate governance. The alcoholic beverages industry provides
a very rich illustration of an industry where these different phenomena took place.
There were several waves of mergers and acquisitions from the 1960s. Firms owners of
successful brands such as Johnnie Walker scotch whisky, Gilbey’s gin, Pimm’s gin-based,
Moét & Chandon champagne, Hennessy cognac, Pernod anise, Ricard pastis, Bacardi rum,
Famous Grouse American whiskey, and Guinness, Tuborg and Carlsberg beers, among
many others, were at the basis for such waves which led to the concentration and globali-
sation of the industry. The aim was to acquire firms, owners of brands with the potential
to globalise. Many long-established and once leading firms such as United Distillers and
Seagram and their predecessors disappeared, while others such as Diageo and Anheuser-
-Busch InBev became very large and truly leading globally. Global brands were also at the
basis of processes of international alliance formation in distribution from the 1980s which
took place between competing multinationals, owners of such global brands. Those strate-
gic alliances proved to be a more efficient way of securing markets than vertical integration
by firms, because they provided the means for alcoholic beverages firms to reduce risk and
uncertainty while simultaneously obtaining economies of scale and scope™.

Alcoholic beverages brands are also the basis of changes that occurred in the
corporate governance of the industry. This industry was traditionally dominated by
family managed and owned firms. As a result of globalisation, the predominant forms of
governance in the industry changed, to becoming owned by family firms but managed
by hired professional managers. While families proved to be particularly effective at
creating brands and nurturing them to achieve success and leadership, professional
managers were central in globalising those brands. The relevance of brands became so
crucial in this industry that by the beginning of the twenty-first century several brands
had become detached from the firms that owned them and were being sold and acquired

> FRANCE, 1881-1890; LOPES, TOMITA, 2022.
* LOPES, 2007.
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as pieces of intellectual property. An illustration is the brand Bombay Sapphire sold by
Diageo to Bacardi in 1997, where the sale only involved the transfer of stocks, the recipe,
and the trademark. There were no physical production facilities involved®. The power
of established brands, the difficulty, the long time it takes to build new ones, the capacity
of brands to add new dimensions to products differentiating them from rivals, and the
need for brands to «stay forever young» and remain relevant to consumers, explain their
need to change ownership to firms with the ability to globalise them™.

Brands can act as a form of soft power and public diplomacy also impacting on the
dynamics of industries”. Industries and governments can play an active role in creating
and building positive associations through the branding of places and using commu-
nications strategies which act as a form of direct endorsement for brands originating
from those places®®. During the Cold War era, Coca-Cola was banned from Cuba and
countries in Central and Eastern Europe under planned economy regimes. While the
«official» argument to do so relied on the possible harmful effects of the beverage for
health, the actual reasons were associated with what the beverage symbolised and the
political and cultural ideals of the United States. By banning Coca-Cola from these
markets local governments were also protecting domestic beverages industries from
foreign competition, and in doing so were encouraging the production of local imita-
tions of Coca-Cola and preventing consumers from experiencing what was considered
to be a symbol of «American Imperialism», «American capitalism», and the «American
dream». Attempts made for Coca-Cola to enter markets such as Russia were also heavily
criticised by the US media. Once Eastern and Central European countries opened
their economies to the West Coca-Cola was one of the first US brands to be sold in
those markets either through its own distribution channels or through alliances with
local partners. In this new era Coca-Cola became the symbol of freedom, modernity,
and cultural liberation®. In 2022 Coca-Cola suspended again its operations in Russia in
the wake of that nation’s invasion of Ukraine®.

Brands have the ability to help industries come out of periods of crisis and conflict
such as dictatorships, communism, conflicts, and terrorism. The collective and fictitious
brand created by the Colombian Federaciéon Nacional de Cafeteros (National Federation
of Coffee Growers) at the end of the 1950s of what seems to be a merchant or private
brand in the eyes of consumers — Juan Valdez — illustrates how a country was able to
improve the reputation of one of its main export industries internationally through what

* LOPES, 2007.
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was in fact a collective brand. For half a century Colombia had been hit by social and
political violence, in particular drug trafficking, insecurity, and corruption. The length,
scope, depth, and regional and international implications of the conflict made it the most
enduring and complex in the Western Hemisphere. That enormously diminished the
country’s reputation having huge repercussions in industries such as coftee. Juan Valdez
was a fictional brand using a fictitious entrepreneur named Valdez. The logo portrayed this
fictitious coffee grower, alongside his mule named Conchita. Thanks to this campaign, the
Federacion Nacional de Cafeteros succeeded in rebuilding the imagery of the Colombian
coffee industry from 1958. This branding initiative transformed what was until then an
industry essentially selling commodities internationally into an industry which through
the creation of a strong collective brand enabled entrepreneurs to add more value to their
business activities. Apart from governmental support, this rebranding of the industry
greatly benefited from clever public relations®.

One of the peculiarities of globalisation and fast increase in world trade from the
1960s was that some countries and cities were able to assume greater importance as
indicators of the origin, quality, and prestige of goods. However, that trend was challenged
towards the end of the twentieth century with many goods having their components
produced in multiple countries as a result of the disintegration of production value chains
through offshoring into different countries and outsourcing to third parties. The Swiss
watch is a good example of an industry where the need to preserve the right to use a very
reputable collective brand, Swiss Made, constrained the level of disintegration through
offshoring and outsourcing within the global value chain. The Swiss watchmaking
industry which has historically been a world leader in watchmaking and relied on the
country’s reputation for high quality and craft as part of its international competitiveness
was highly challenged from the 1970s, when there were important technological shifts in
watch movements which led to its progressive advancements from mechanical to electric,
electronic, digital, and finally quartz. These technological innovations led to the develop-
ment of very competitive watchmaking industries based in the Far East. Many Swiss watch
producers did not survive, others merged and acquired smaller ones. In order to obtain
efficiencies in production and remain competitive watchmakers from different parts of
the world started to disintegrate their production processes and form flexible production
networks, spread geographically, each performing a limited subset of activities. Even the
most exclusive Swiss brands, such as Tag and Omega, followed this pattern, by moving part
of their production processes to the Far East either by setting up production operations
abroad or by outsourcing third parties to produce some components considered to be
less central in the production of quality watches. As a reaction to this de-industrialisation,
and to keep the reputation of the Swiss watch industry worldwide, new legislation was

' BASSOLS, 2016.
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passed. For watches to be labelled as Swiss Made, Swiss watch companies had to produce
at least a fixed percentage of the value added in Switzerland, in particular the mechanical
part, including the movement and the quality control®.

The geographical disintegration of industrial production brands has also served
to hide many aspects of supply chains from consumers, which not always ethical and
favourable for society. An illustration relates to brands such as Benetton and Primark
which in 2013 were outsourcing work in Rana Plaza in Bangladesh when an eight-story
building which housed factories producing those brands collapsed, killing 1,134 people
and leaving thousands more injured. These and other brands were complicit participants
in the creation of a work environment which led to such tragedy, as they failed to meet
safety standards and working conditions in the work environment®.

CONCLUSION
This chapter draws on historical research and provides a comprehensive analysis of
different impacts that brands may have on the dynamics of industries. It distinguishes
merchants’ brands from collective brands. Similarly to the role patents may have in
technological innovations, brands can also be key in explaining marketing innovations.
As illustrated, marketing innovations impacted on the dynamics of industries through
processes of competition, concentration and diversification; new regulations; changes
in the boundaries of firms and in the types of organisational forms; entry and exit into
markets; and vertical integration and disintegration. Brand innovations can disrupt
industries by changing business models, transforming commodity markets into branded
markets, and by changing the way in which products are sold and consumed. Brands
also have the ability to produce radical changes in the «rules of the game» in which
industries operate and change the power relations between agents within value chains,
having a strong impact not only on domestic industries but also on global industries.
Brands are particularly important when they help boost industries’ reputation and
act as indirect endorsers of merchants’ brands and products. They may also symbolise
particular cultures and values in international markets which may act in favour or against
the globalisation of firms and industries. Nonetheless, brands can also produce nega-
tive impacts when they symbolise ideals, lifestyles and personalities that consumers or
markets disapprove of or might want to repress. While all these types of impacts are to be
expected in «marketing-based industries» which rely on brand innovations more than
technological innovations, they are not so obvious in «technology-based industries».
And yet, as illustrated by their rankings among the top brands in the world and also by
the intellectual property strategies pursued by «technology-based MNEs» for achieving

2 DONZE, 2011.
8 FITCH, 2014.
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oligopoly power and brand dominance, brands have in recent years also been crucial in
impacting on the dynamics of «technology-based industries». This is because in today’s
business environment, characterised by industries where technological innovations
produce incredibly short product lifecycles and which last only a few months in some
high-tech industries, it is brands that provide the continuity, trust and information about
quality and reliability, which are so central in consumers’ decision taking and in business
survival and longevity.
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