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ABSTRACT

This thesis aims to address the issues of corporate re-branding in the context of
marketing strategy and general strategic management. The research for the thesis
was conducted in Pietermaritzburg and the surrounding areas where the
Amalgamated Beverage Industries (ABI) depot distributes the Coca-Cola brands
and other alternative beverages. ABI distributes non-alcoholic beverages that are
produced under the trademark of Coca-Cola to the wholesalers and retailers in the
Pietermaritzburg Central Business District (CBD) and the surrounding townships

and settlements.

ABI embarked on a re-branding campaign that resulted in the redesigning of the
company logo. From a strategic management point of view, new business
strategies that are formulated aim at finding ways that will keep a company
trading profitably for a long time. The re-branding process of ABI has resulted in
a change of attitudes of both employees and management towards its customers.

The overall aim of the thesis was to investigate the impact of re-branding on the
profitability of the company ABI The results of the thesis reveal that other
variables play a role in promoting the profitability of a company. The
investigation, through a comprehensive field and secondary survey, used both
qualitative and quantitative methods in its data collection.

Finally, the thesis has examined the implications of re-branding on the purchasing
trends of ABI’s customers after having been exposed to the new ABI image and
new culture of conducting business. It has been established after analysing both
the primary and secondary data that it is not demonstrably obvious that when a
company re-brands 1ts logo or image, that customers will purchase more products,
hence increasing the financial value of the company. It is the final conclusion and
recommendation of this thesis that before engaging in a costly re-branding
exercise, senior management should conduct proper market research as to whether
the exercise will add financial value to the company.

Key Terms: Re-branding; Innovation; Brand Repositioning; Brand Equity;
Finess Fit; Brand Value; Intangible Asset; Profit Maximisation, Sirategy and

Return on Investment.
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DEFINITIONS OF ABI ACCOUNTING
STATEMENTS?

Financial terms

Mat oparating assets

This is the sum of property, plant and equipmernt,
investment properties, deferred taxation asset,
inventeries, trada and other receivables and
prepayments less interast free liabilities.

A raconciligtion of this figure is provided in the seve
viaar raview.

EBITDA
Eamings before interest, taxation, depreciation and
amortisation,

Matt irtoreat cover
This Is the ratio of trading profit snd incoma from ar
associate to net finance income.

Financial gearing ratic
This represents the ratio of interest baaring debt, ne
cash and cash equivalerts, to total shareholders' fu

Headling sarnings
This comprises the net profit after adjusting for prof
and losses on items of a capital nature and amortis:

of goodwill.

Trading margin (95)
This is calculated by expressing trading proftt as a
percantage of sales revenue.

Trading raturn {96}
This is calculatad by expressing trading profit as a
percantage of net oparating assets.

Qperating margin [9%)
This is calculated by expressing operating profit as
percsntage of sales revanue.

Operating ratum %)
This is calculated by expressing cperating profit as
percantage of nat operating assats.

Risturn cn equity
This is calculated by dividing headline eamings by
ondinary sharaholders' funds.

Total shareholdlars” compound annual rate of return
This is caleulated by recognising the market price
of an ABI share seven yoars ago as a cash outflow,
recagnising the annual per share dividend stroams
including shars awards and closing share price at tl

Dividend covar
This is calculatad by dividing basic eamings per ordinary
share by the intarim dividend pald and final dividend

declared.

Net assat turn
This is calculated by dividing sales revanue by net
operating assets.

Effectiva tax rate (%)
Thisis calculated by dividing the taxation expense for the
year by the profit on ordinary activities before taxation,

Cash oparating marngin { %)
This is calculated by axprassing EBITDA a2 2 parcentage
of sales revenue.

Cash operating return {9%)

This is calculated by axpressing the sum of EBITDA
and cash dividends received from an assoclate as

a percantage of net operating assets, adjusted for
accumulated depreciation and impairment adjustmants.

Cash roalisation rate

This is the rate at which cash equivalent earnings are
actually realisad and is calcuiated by dividing basic cash
flow eamings per ordinary share by cash equivalent
eamings per ordinary share,

Fres cash flow

Frea cash flow is the net cash inflow from operating
activitles adjusted for net finance income, investment
to maintain and upgrade operations and proceeds on

disposal of assets.

Currant ratio
Current assets divided by cument liabilities.

Quick ratio
Currert assets less inventories divided by current
liabilties.

Inventoies tumover pericd
Average inventories divided by the cost of sales for the
year muhiplisd by the number of days per year.

Trade and ciher recaivables collection period

Average trade and other recelvables and prepayments
dividad by the sales revenue for the year multiplied by
the number of days per year.

Cumert liabilities payment pericd
Averags current liabilties divided by the cost of sales for
the year muttiplied by the number of days per year.

end of the current year as inflows and determining the

rate of retum.

* ABI Annual Reports 2004, 33-34.
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THE CHALLENGES AND IMPLICATIONS OF
CORPORATE RE-BRANDING:

A CASE STUDY OF AMALGAMATED BEVERAGE
INDUSTRIES (ABI)

CHAPTER 1

OVERVIEW OF THE STUDY

1. 0 Introduction

‘The Development of effective strategy is essential for survival in today’s
business world. Organisations don’t just happen to be successful — rather
they develop and implement strategies that are designed to ensure their long
— term success (Lewis, Goodman and Fandt 2003:5)

1.1. The Challenges and Impact of Corporate Re-Branding

This study examines the challenges and the impact of corporate re-branding in
relation to profitability. A brand can create competitive advantage for the
organisation if it is designed and implemented properly in the marketplace. Brand
valuation and corporate re-branding are relatively new areas of study and involve
looking at how the brand, image or symbol that represents the company may

contribute to the profitability of the organisation.

Lomax, Mador, and Fitzhenry (2002:1), acknowledge the fact that:

While the literature recognises the importance of the brand, there is little
written on how it is communicated and received, and how to manage the
change of a brand name (Lomax, Madox and Fitzhenry. 2002:1).

Marketing scholars have written a lot on branding and product development but
very little, if any, research has been conducted or published on the impact of

corporate re-branding on the market and within the industry. The debate on




brand-equity and brand value to the company is relatively new; hence it will be
argued in this study that there is a lack of clarity between marketing and financial
managers on how much the brand name of a corporation contributes to the
profitability of the organisation. Re-branding of an existing name/brand takes
place with the intention of re-invigorating the appearance of the brand and

creating an impact in the minds of its customers.
Craig and Douglas, in a study on branding have written:

A few of the companies studied had very simple brand structure based on the
corporate name, for example, Shell, Philips, Nike, etc...these were business-
to-business organisations with a heavy emphasis on corporate branding, or a
relatively narrow and ccherent product line...their prime objective was to
establish a strong global identity for the brand rather than respond to local
market conditions. In some instances, a corporate logo and visual
identification (Apple and Nike) played a major role in identifying the brand
and defining brand image worldwide (Craig and Douglas, 1999:4).

According to Craig and Douglas (1999), the image of the corporate brand is used
as a vehicle for promoting the image of the corporation and the promotion of its
products. As regards the value added to the corporation by the brand, it is not
clear from recent debates of brand equity how much a company can gain as a

result of re-branding.

Product-dominant branding is implemented when products are used in promoting
the image of the company as well as corporate identification. Craig and Douglas
(1999) argue that these were well-established traditional brand names known for
their quality and reliability.

Craig and Douglas (1999) also state that some companies had hybrid-branding
strategies which had a combination of corporate and product brands. Brand
strategy can have an impact on a firm’s financial performance. A “right” or
“wrong” brand strategy can be identified, based on the results of a firms’ business
performance. If the strategy is “wrong,” the results would have a negative impact

on the sales or output volume of the firm in question. In the same manner, if the




strategy was “right,” the firm would show better financial results. In relation to
corporate re-branding, it i1s important to understand the impact of the corporate

brand on the performance of a firm. This forms the foundation of this study.

A brand loses its impact on the customers and stakeholders over a period of time
and affects performance leading to financial loss. The management of the
corporate organisation that i1s experiencing a decline in the sales of its products
and services need to come up with ways that can bring change, and thereby revive
the profitability of their organisations. Change can lead to redesigning or re-
branding the symbol or image of the organisation by re-branding the logo that
represents the organisation and its outputs. Firstly, the study will focus on the re-
branding that has taken place in Amalgamated Beverage Industries Limited

(ABI).

This study will look at several aspects of branding and brand positioning in
relation to decision making by the directors of ABI and how the re-positioning of
the company was carried out. The process of changing the appearance of a
corporate brand or image is known as corporate re-branding. The key focus of
this study is to investigate if the re-branding of the appearance of the corporate
image, logo or symbol can have any positive financial implications for the

organisation.

This process has its merits and demerits. Greyser, in Balmer (2002:4), identified
the process of re-branding as “corporate level marketing.” The purpose of this
study is to investigate if the re-branding process had any impact on the purchasing

decisions among the retail outlets’ owners and assistants

1.2. Envisaged Significance of the Research

This study focuses on the concept of re-branding of a corporate organisation and

what impact it has on the operations of the business both internally and externally.




Internally, the study looks at the corporate decisions made at the headquarters of
the organisation and how they influence the re-branding of the organisation. The
study also addresses the decisions made and why re-branding has to take place in
the organisation. Specific attention has been given to the operation of the business
as it relates to marketing, supply chain, logistics and other operations from the
head office where strategic decisions are made as well as the regional
manufacturing and distribution centres or plants, where the actual implementation

of the strategic decisions are carried out by line-managers and staff alike.

1.3. Background to the Process of Re-branding

As indicated in the 2004 ABI’s Annual Financial Report, since 2003, ABI has
been going through a re-branding exercise “from business to brand.” The
company embarked on the process of creating the organisation’s own brand
instead of using the logo of Coca-Cola and being known and identified by the
image of the Coca-Cola brand or trade mark. ABI is a non- alcoholic sofi-drink
beverage bottling company of South African Breweries (SABMiller). It focuses
on producing soft-drinks under the Coca-Cola trademark and distributes them to
its customers. SABMiller owns a 100% share-holding in ABI as from December
2004.  According to Top Brand Survey (2005) the Coca-Cola brand is worth
US$67 billion dollars and is followed by Microsoft, and other top brands such as
Toyota and Marlborough.

Cleland explains the importance of branding of the organisation in order to

capture the market with an identifiable and tangible image by saying:

Branding is essential to ensure the successful uptake and penetration of
existing and new compounds, and to maximise their potential and relevance
beyond patent expiry. Increasing the success of these brands will increase
the return on investment and also support additional investment in Rands,
generating a reinforcing effect (Cleland, 2004:50).

As an example, Cleland (2004) postulated on the need for the pharmaceutical




industry in America to revamp its operations as the business was becoming more
competitive. The pharmaceutical companies at that particular time were facing
significant challenges affecting their ability to maintain growth and sustain
earnings levels. According to the findings of the research conducted by Cleland,
“patents lapsed, the non-branded generic products were taking a good share of the

market, as they were selling at about 60% to 70% cheaper than the branded
products.” (Cleland, 2004:15).

1.4. Motivation of the Study

Strategic executive directors are challenged with the task of formulating new
strategies that will assist in keeping ihe operations of ihe business at a profitabie
level over a sustained period of time (normally between five to ten-year cycles).
This involves innovation to eradicate the problems of inertia, which leads to

dissatisfaction and poor performance in an organisation.

Brands as outlined by De Chernatony and Dali’Olmo Riley (1998) as well as
Hankinson and Cowking (1995) are part of the driving force that helps to keep the
business alive and progressive. Much has been written on brands and branding.
Not much has been written on re-branding of corporate organisations aside from a
few articles on image innovation and name change on specific projects undertaken
by companies that need to inject some fresh impact on the views and benefits of

the products/services offered by the company.
This study has been developed on the premise put forward by Dowling that:

There is a widespread assumption among design consultants and CEOs that
changing a company’s identity will automatically enhance the company’s
image. This assumption causes concern as expressed by Wendy et al (2002),
indicating that the change of a name or logo may have a revitalizing effect
on the company, this will only translate into consumer perceptions where
there has also been a concurrent shift in strategy and/or products and
services (Dowling: 1995:1).




Dowling quoting Macrae points out that:

The test of a brand is not what it says, it’s what it does: appropriate
communication to all stakeholder groups is required. Re-branding is itself a
message and it should be the outward manifestation of some real change

(Dowling: 1995:1).

It is the intention of this study to look at one of the perceptions put across by
brand mangers and advertising agencies when discussing with the CEOs of
corporate organisations, that once the re-branding has been done and a new image
of the company has been designed and implemented, there is an improvement in
financial performance of the business. This study will make conclusions based on
the results of the survey, as to whether corporate re-branding contributes to profit
maximisation. Based on ihe research findings, this study will also see if there are
other variables that contribute to profits in the firm, apart from the strong brand

1mage.

The present study focuses on the impact of the new brand on the stakeholders,
both internally and externally. The sub-problems that arise from the re-branding
exercise include the resistance by customers to accept the change in the
appearance of the logo and the insistence of the company to be known as ABI
while still distributing the Coca-Cola brands. The operations processes could be
streamlined and improved to promote efficiency and improved customer service
but the image of Coca-Cola still remains dominant. It has been observed that some
customers have resisted the new image and logo of ABI and have continued to

identify the bottling company of Coca-Cola as Coca-Cola and not ABI.

This study will help to contribute knowledge to the academic environment by
highlighting how large corporate organisations can influence small-scale business
enterprises in terms of brand identity and loyalty. The traders will test the

commitment as to whether it is profit-driven or just brand name loyalty.
1.5. Why ABI?

1. ABIl s the largest soft-drink producer and distributor in Southern Africa.




ii.  The company is one of the profitable corporate organisations in the non-
alcoholic beverage industry and has diversified into other alternative

beverages to further leverage its position in the marketplace.

1ii.  ABI has been involved in a re-branding exercise at corporate level that has
been applied throughout the company - involving all stakeholders,
customers and staff. ABI is relatively stable with considerable historic
financial data available. They have their primary listing on the
Johannesburg Secunties Exchange (JSE) and secondary listings in London
after the SABMiller buy-out.

1.6. The Research Problem Statement

Strategy, according to Thompson and Strickland and Gamble (2005), involves the
future potential of an enterprise to remain in business and improve its
performance. Corporate re-branding takes place on the basis of a calculated intent
to develop new strategies in relation to the positioning of the brand which will
assist the management team to operate the business at a profitable level. The

problem statement of this study is as follows:

It is not known whether the corporate re-branding of ABI has
contributed to the financial growth of the organisation through
increased purchases from the retail outlets.

In addition to finding information regarding the above problem statement, the
researcher will also investigate other variables in relation to re-branding and

different aspects that influence the daily operations of the business as outlined in

the following research sub problems, namely whether :-

1. Corporate organisations face many challenges when
formulating, implementing and evaluating the strategies of the

organisation at all levels of business operations.




iL.

1ii.

1v.

vi.

vil.

VIIL

IX.

Xil.

Xill.

Brand positioning and re-positioning can contribute to profit
maximisation of the organisation through positive brand equity
ABI’s sales continued to grow in the period prior to and after
the re-branding exercise.

The gender of the owners/assistants of the retail outlets
influenced the type of decisions made in relation to the
purchase of soft drinks for the retail outlets.

The level of education of owners/assistants has an impact on
the purchasing decision-making process of the retail outlet.
Sources of funding and availability of credit facilities influence
the retail outlets” decision on the quantity (number of cases) to
buy from ABL

A good customer-service rating from ABI as a company
demonstrates that the company can deliver on its promises,
which encourages the retail outlets to increase their purchases.
An awareness of the corporate re-branding process of ABI
encourages the retail outlets’ owners/assistants to consider
purchasing a greater quantity of soft drinks from the company.
The understanding of the meaning of re-branding by the
owners/assistants helps them to evaluate the improvement of
customer service from ABI to the retail outlets.

The ABI sales representatives’ visits to the retail outlets helps
to create the awareness of the new logo attached to the ABI
products.

The new logo of ABI, in its presentation and appeal,
encourages the retail outlets to buy more from the company
than they did before the re-branding exercise.

ABI’s financial support to the retail outlets encourages the

outlets to increase their purchases of soft drinks

Direct deliveries and the performance of ABI influence

purchase ievels of retail outlets.




1.7. Research Objectives

The objectives of this study were to:

11.

11

1v.

Vi,

Viil.

IX.

determine what challenges corporate organisations face when
formulating, implementing and evaluating the strategies of the
organisation at all levels of business operations.

establish whether brand positioning and re-positioning can contribute
to profit maximisation of the organisation through positive brand
equity

assess if ABI’s sales continued to grow in the period prior to and after
the re-branding exercise.

determine whether the gender of the owners/assistants of the retail
outlets influenced the type of decisions made in relation to the
purchase of soft drinks for the retail outlets.

investigate if the level of education of the retail outlets’
owners/assistants has any impact on the purchasing decision-making
process of the retail outlets.

investigate if sources of funding and availability of credit facilities
influence the retail outlets” decision on the quantity (number of cases)
to buy from ABI.

determine whether a good customer-service rating from ABI as a
company demonstrates that the company can deliver on its promises,
and encourages the retail outlets to increase their purchases.

determine whether an awareness of the corporate re-branding process
of ABI encourages the retail outlets’ owners/assistants to consider
purchasing a greater quantity of soft drinks from the company.

assess whether the understanding of the meaning of re-branding by the
owners/assistants helps them to evaluate the improvement of customer

service from ABI to the retail outlets.




x.  investigate if the ABI sales representatives’ visits to the retail outlets
have helped to create the awareness of the new logo attached to the
ABI products.

xi. investigate whether the new logo of ABI in its presentation and
appeal, encourages the retail outlets to buy more from the company

than they did before the re-branding exercise.

xii.  investigate whether deliveries and the performance of ABI influence

purchase levels of retail outlets.

1.8. The Main Research Question

As outlined in the problem statement and the objectives listed above, a need exists
to investigate through a comprehensive survey, using both secondary and primary
research tools, whether these statements may be proven. Being cognisant of the
fact that until 2003, ABI was using a different logo for its image to the public and
that it did not leverage itself as a brand that was well- positioned in the minds of
its customers and other stakeholders. The company delivered on tangibles such as
increase in sales and productivity but did not deliver on those intangibles such as
building a business brand and creating a company brand image in the
marketplace. This discussion then leads us to formulate the main research

question which is as follows:-

Does corporate re-branding contribute to an increase in the financial

profitability of the organisation?
1.9. Subsidiary research questions

It has generally been observed by the corporate world that re-branding of a
corporate business is not an easy exercise as it demands clear and well thought out
ideas which can lead to increased productivity and financial gain for the business

shareholders. ABI has challenged itself to embark on a strategy, setting out a new
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vision; mission and an operating plan for the company. In assessing the new

strategy, the following subsidiary questions need to be posed:

11.

1t

v,

V1.

VII.

Vil

IX.

What challenges do corporate organisations face when carrying out
the task of formulating, implementing and evaluating the strategies
of the organisation at all levels of business operations?

Does brand positioning and re-positioning contribute to profit
maximisation of the organisation through positive brand equity?
Did ABI’s sales continue to grow in the period prior to and after
the re-branding exercise?

Does the gender of the owners/assistants of the retail outlets
influence the type of decisions made in relation iv ihe purchase of
soft drinks for the retail outlets?

How does the level of education of owners/assistants impact on the
purchasing decision-making process of the retail outlet?

How do the sources of funding and availability of credit facilities
influence the retail outlets’ decision on the quantity (number of
cases) bought from ABI?

Does a good customer-service rating from ABI as a company
demonstrate that the company can deliver on its promises and
encourage the retail outlets to increase their purchases?

Does an awareness of the corporate re-branding process of ABI
encourage the retail outlets’ owners/assistants to consider
purchasing a greater quantity of soft drinks from the company?
Does an understanding of the meamng of re-branding by the
owners/assistants help them to evaluate the improvement of
customer service from ABI to the retail outlets?

Do the ABI sales representatives’ visits to the retail outlets help to

create the awareness of the new logo attached to the ABI products?
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xi. Has the new logo of ABI in its presentation and appeal,
encouraged the retail outlets to buy more from the company than

they did before the re-branding exercise?

xii. Do deliveries and the performance of ABI influence purchase

levels of retail outlets?

1.10. Value of this Study

This study will present a holistic overview of ABI, looking at its performance
from its published financials over a seven-year period and the present results of
the research carried out in and around the Pietermaritzburg area. The study wall
highlight the strategic decision of its directors to re-brand the image of the
company through changing the logo and approaches towards its operations. From
this, the study will look at the impact of the corporate re-branding process on the
profitability of the company. Kasper et a/ (1999) claim that , “The value of

research is the key issue for management when 1t faces the question of whether or

not to carry out research.”

This study will aim at providing information to assist management in developing
strategies for the implementation of the re-branding of an organisation or
corporate image with minimal cost implications. Eventually, management would
find ways to promote the new image to create awareness of the new brand name
and in turn ensure profitability as the culture of excellent customer service and

efficiency in all departments of the firm work together to drive volumes.

1.11. Key Research Argument

The main aim of the research is to investigate if the buying pattern of the
customers in the retail outlets serviced by ABI changed as they were exposed to

the new logo, symbol or image of the company through corporate re-branding,
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There are several factors that play a role in improving the performance of the
company. The central theme or argument is to find out if the customers increased
the number of cases they buy from ABI after being exposed to the new image and

logo of the organisation which has taken place through the re-branding process.

1.12. Research Procedures

e The first step in the collection of data for this study was to conduct a library
and intemet search to collect information from the theory that exists in the
related fields of study. This formed the basis for the theory and literature
review of the study. Published writings on the selected subject in the field
of strategic management and marketing were also used to explain the
various terms related to the topic. Various books on strategy formulation,
implementation and evaluation were consulted and referenced to ascertain
how the ABI brand was formulated in relation to the existing theory. The
theory was used to explain the paradigm in which the research was set, and

how the issue at hand was connected to the literature available.

* The second step of the research focused on the primary data collection that
used both qualitative and quantitative methods in data collection using the
designed structured questionnaire. For the qualitative approach to the
research, the researcher conducted 158 interviews in validation of the

findings. All questionnaires were coded and represented specific areas of

Inquiry.

1.13. Justification for the Research

The research focused on analyzing the impact of re-branding Amalgamated Beverage
Industries (ABI) in the marketplace. It is generally argued that a brand name existed
before and was actually being used, but the directors and other interested parties of the
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organisation felt the need to re-design the appearance of the logo of the organisation and
produce a new image.

It is important to note that there is hardly any information on how organisations
have been re-branded and why. In the academic field of marketing and strategic
management very little information exists, if any, on re-branding. Information
exists on branding but not re-branding of organisations. Hence the purpose of this
study is to provide fresh information on aspects of re-branding and how it has
been undertaken by one particular corporate business in South Africa and how it
influences the establishment and operations of small scale and large scale

enterprises alike

1.14. Ethical Considerations

This study has observed the academic research etiquette and all written
conventions as outlined by Mouton (2001:238ff). This includes professional
confidentiality where required, adhering to recognised methods for citing
quotations, acknowledgement of resources, correct referencing. The interviewees
were also accorded the right to privacy. All matters of confidentiality have been
treated with the utmost care and adhered to by all parties concerned. This has been
stated clearly in the questionnaire, used for the collection of field data. The
highest standards of academic confidentiality have been adhered to and any
information that could possibly jeopardise the operations of the company and the
respondents’ integrity has not been divulged.

1.1S. Limitations of the scope

The study will focus on the changes that have taken place in the business since
2003 when the concept of re-branding was introduced. The study Is based on the
findings of the impact that this new brand image had on the retail outlets in the

Pietermaritzburg and surrounding areas on the operations of the business. The
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delimitation of the research was both financial and time constraints, hence the

research was not conducted at all ABI plants in South Africa.

1.16. Structure of the Study

This study is divided into 7 Chapters which are as follows:-

e This chapter has provided the background to and the motivation for the
research, as well as a brief discussion on the methodology and the value of
the study. It has outlined the research problems, research questions,
research design, limitations, research ethics, and the significance of the

study.

e Chapter 2 outlines the concepts of strategy formulation in relation to re-
branding. The chapter will show how strategy is formulated, implemented

and evaluated in an organisation.

e Chapter 3 provides an assessment of how branding is positioned in the
operations of a company. The concepts of brand positioning have been
explained and analysed in relation to how they have been applied at ABI.
This information is important as it places ABI in the correct context of
how re-branding takes place and how it affects the positioning of the

products or services produced by a company.

e Chapter 4 presents the research methodology used in the collection of both
qualitative and quantitative data. The meanings of the terms used in
research such as research sampling, data collection, and data analysis and
data presentation will be defined and explained in the context of this study.
The methods used for the collection of data will also be outlined.

o Chapter 5 presents a financial history of ABI over a 7-year period. The
explanation of the differences between the old and new logo of ABI has

been given. The Chapter will also outline the reasons for the re-branding
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and how the new image is applied in the company in relation to its

operations.

e Chapter 6 presents the empirical findings of the study and provides
interpretations in relation to the research questions. The results are
presented in two formats: Firstly, descriptive statistics utilising frequency
tables, cumulative frequency, and graphical presentation of the results. Bar
graphs and pie charts are also presented. Secondly, the Chapter will
present the results of the research using inferential statistics which include
tables showing t-test results and interpretations. T-test results using
Analysis of Variance (ANOVA) will also be presented. The correlation of
results will be computed in order to give further interpretations and

understandings of the findings of this study.

e Chapter 7 presents the discussion of the results, its implications as well as
the conclusions, limitations and the recommendations. This chapter will
also demonstrate the role of other variables in their contribution to the

financial growth of the organisation.

1.17. Conclusion

Having outlined the framework of the study, the next chapter presents the basis
for understanding the reasons for the re-branding of a company’s image and how

management formulates and implements decisions to undertake such an exercise.
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CHAPTER 2

STRATEGY FORMULATION

2.0. Introduction

Strategy at corporate level is about survival. It is about making important
investment decisions such as disposing of some businesses which do not add
value to the entire group. This Chapter has sought to show that corporate re-
branding involves strategic decision-making at the highest level in the
management chain and passing on those decisions to the lower management levels
and functional structures for implementation. Every business unit that does not
perform is critically assessed at the corporate level to see if there is a way to make
that business more attractive or competitive. Thompson and Strickland (1998)
argue that the organisation needs to evaluate itself using simple questions of
performance. If there is no economic value added (EVA) to the business by the
core operations, then hard decisions must be made and tough measures taken in
order to sustain the business. Drastic decisions will sometimes need to be made

such as acquiring new businesses or merging with other strong businesses.

Brealey, Myers and Allen (2006), explain that many businesses are organised as
corporations and when the operations grow, their shares are issued on the stock
market to raise additional capital. Corporations are known as public companies,
and as such, are continuously looking for ways to improve their market
performance. As a corporation, ABI is continuously looking for ways to improve
its performance in the market in order to maximise its asset value. The re-
branding process is one of the exercises that can be used to improve the position
of a company in the market place and increase its return on investment for the

shareholder. It is important to understand that the concept and practice of re-
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branding emanates from branding. It is important to state that a brand name is
developed first and after some years of operations, the name or logo impact begins
to fade and this is the stage when re-branding takes place. This chapter and
chapter 3 will discuss the theoretical framework of this thesis. The thesis is based
on the premises that strategic management is central in the decision making
process which affects the whole process of re-branding the image of the
organisation. Brad equity and reposition of the brand discussed in chapter 3
explains further the importance of a strong and well established brand in relation

to reposition strategies to create value for an organisation.

2.1. ABD’s Vision and Strategy

The performance of any company, in relation to its outputs, has a bearing on the
policies being formulated by management including its executive directors. The
vision and mission of a company help to shape its strategies and add value to the
organisation. ABI’s vision states that “ABI’s is to be a vibrant organisation where
everyone believes that good enough is never good enough, where we challenge
ourselves to reach further knowing that together we achieve more” (ABI

Corporate Sustainability Report, 2004:1).

According to Thompson and Strickland:

The managerial task of implementing and executing the chosen strategy
entails assessing what it will take to make the strategy work and to reach the
targeted performance on schedule — the managerial skill here is being good
at figuring out what must be done to put the strategy in place, execute it
proficiently, and produce good results (Thompson and Strickland, 2005: 15).

The executive directors of a corporate organisation or company play a major role
in formulating strategy and giving direction to the entire organisation. The line
managers are therefore challenged to find ways to implement such strategy.
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The output of labour capital similarly plays a major role in deciding the future and
existence of an organisation. Strategy is about managing an organisation and its
workers so that it can stay in business. It is about survival. Existing companies
want to stay in business over a longer period and to achieve this; it calls for
creativity and innovation on the part of its directors. Management must implement
strategies to produce goods differently at a lower cost or more efficiently in order

to maximise profit margins.

Large corporations have been involved in innovative activities through re-
engineering the production of goods which are more valuable and appealing to

customers at a lower price. Hamel, in Hitt, et al (2005) explain that,

Conventional wisdom says businesses need to get back to the basics.
Conventional wisdom says businesses must cut costs. But the winners are
the innovators who boldly to improve the daily functioning of the business
(Hitt, et al, 2005:3).

An improvement in business must be backed by the availability of information.
Some information comes from research conducted on competitors; their new
discoveries, challenges, new approaches to doing business and even plans in their
Research and Development (R&D) department where new ideas or innovations
are developed. In modern businesses, information technology has helped advance
strategy in information gathering on the operations of competitors to enable
planners to come up with new ideas that assist in propelling the productivity and
performance of a company to higher levels. This calls for the development and/or

improvement of the information intelligence system of a company.

As Mamdouh Farid, says:

Competitor Intelligence should also be important if the market is very
competitive or if it is hard to establish a pattern of competitors’ initiatives,
choices, or responses. A growing number of large American firms now have
formal units that focus on competitor intelligence... Known intelligence
needs are premises that underlie strategic planning and strategic decisions
(Mamdou, 1990:127).
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With regard to innovation or change within a large corporation, it requires clear
understanding of the organisation’s vision, mission and objectives to formulate
informed strategies that can lead to decisions that can take the firm into the future.
Corporate re-branding requires an intensive collection of data on both the internal
environment and the external environment of a firm. Information gathered
reflecting the vision, mission and objectives of the organisation will assist senior
management to ascertain whether there is a need to reformulate or redesign the
image of a company. The new image will need to address the findings of the
research team, which include marketing specialists and other strategists in the
business. The new image, as argued in this study, will need to increase the
performance of the organisation to the point of maximising its profit margin.
Such strategies should aim at making a firm more competitive within the market

place.

Porter’s study (1995) in market driving forces and the competitive edge show
what drives industry. Different companies focus on different forces leading to
their becoming competitive in the market place. Some firms aim at combating the
competition through pricing. In this case they reduce prices in order to enter the
market and once captured, they decide either to increase prices or keep them as
they were. Other companies can decide to keep production costs low in order to
maintain their market share. What is done by strategists will portray the image of
the company in the long run. As time passes, some strategies bégin to lose their
impact on the market and one of the decisions that can be made by senior
executives is to change the outlook of the company in terms of its image. This
process will require innovation to decide whether to design a completely new
outlook or keep some concepts of the old image with such changes that still

communicate a new brand to customers and stakeholders alike.

Depending on the information gathered, the decision could be taken to apply a
total overhaul of the brand image or logo and put into motion a process of

communicating the new ideas and identity to the market place. Several factors
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such as economic considerations on the costs of formulating and designing such a
new image will have to be taken into consideration. A process of redesigning the
logo can be put into motion and different specialists in the operations of the

business can be called upon to give their input in the process in order to generate

profits.

In keeping with the change taking place at ABI, and under the guidance of its
directors, the company crafted new strategies and developed a new logo to give
the company a new image that would propel the company into even greater
financial success. This study is justified by the desire and extent to which the
researcher wants to bring in the concepts of strategic management at different
levels of the company and how it influences nolicy and corperate decision-
making. The data collection methodology given in the previous chapter sought to
show the approach used to analyse the impact of changes of the company towards
its customers both internally and externally. This Chapter will look at concepts of
strategic management and corporate strategy and how they influence decision-

making that has a direct bearing on the future of an organisation.

2.2. Branding of the Organisation

To successfully position an organisation’s brand above that of its competition in
the market place, a firm must develop a brand proposition through a concerted
marketing and advertising campaign that provides an attractive, unique and
relevant message to current and potential customers. In addition, Bloise (2002)
suggests that this message must be realised and consistently repeated by the senior
executives, staff, research and development (R&D) teams, marketing staff, and
other strategic partners. This study examines different approaches used by ABI in
the designing and crafting of strategies that would help portray the new image of
the company to shareholders, customers and other stakeholders. It was therefore
important for the firm, when formulating its plans for this new image, to ensure
that the new brand would be attractive, unique and relevant when used to convey

advertising and marketing messages.
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With time, customers will be in a position to distinguish a particular brand name,
symbol or logo from other similar products. It is important to establish that there
is a difference between a product and a brand. Kotler states that, “a product is
anything that can be offered to a market for attention, acquisition, use, or
consumption that might satisfy a need or a want” (Kotler, in Keller, 2003:4). For
the purpose of this study, it is important to understand the difference between a

brand and a product. It is argued by scholars that a product can be a form of a

brand.

Levitt (2003) argues that:

The new competition is nor between what companies are prodvcing in their
factories but between what they add to their factory ouiput in the form of
packaging, services, advertising, customer advice, financing, delivery
arrangements, warchousing, and other things that people value (Levitt in
Keller, 2003:4).

This study has been designed around the understanding that a company does not
only sell products which are tangible or intangible but portrays other supporting
attributes which ensures its competitiveness. The questionnaire for the study has
been developed to look at all the above-mentioned attributes that make a product
and ensure its place as a leading product in the marketplace. ABI produces
Carbonated Soft Drinks (CSDs) and other non-alcoholic beverages, but is also
involved in the delivery of service towards its customers. The image of ABI as a
brand, symbol or business will depend on how all the attributes measure up as
expressed by Keller (2003), Kotler (1995) and Levitt (2003) in developing a

strong and well-positioned brand.

The research questions have looked at all areas that are involved in making a
business a success and thus develop and portray a powerful and successful brand
in the marketplace. Questions such as, what are the sources of funds for re-
branding? What type of service is offered by the company to the retail outlets in
relation to the positioning of the brand? What kinds of products are produced by
ABI? And the strategies used in distribution of products to the retail outlets?
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Under the banner of ABI, the performance of the company in relation to the
responses given to such questions will assist in determining the position of the
brand in the marketplace. The process of re-branding, therefore, will look at how
the new image can continue to generate interest in the minds of its customers so
that more products will be purchased from the company and thereby maximise its

profits.

The title of this study relates the business to the performance of the brand, which
means that the business already existed in terms of selling well-positioned brands
such as Coca-Cola to the market, but that the name of the manufacturing and
distributing company of the brand was not well-known in the marketplace. The
decision of the ABI Directors was to make the brand name of the company known.
to their customers and other stakeholders. This involved an entire marketing
strategy to pull all areas of the company together and create a clear understanding
of the brand towards its customers. This strategy is echoed by Murphy:

Creating a successful brand entails blending all these various elements
together in a unique way — the product or service has to be of high quality
and approprate to consumer needs, the brand name must be appealing and in
tune with the consumer’s perceptions of the product, the packaging,
promotion, pricing and all other elements must similarly meet the tests of
appropriateness, appeal, and differentiation (Murphy, in Keller, 2003:7).

This applies to the process of re-branding too. Once the original concept of the
brand or identification symbol of a company has been established, the process of
re-branding will involve the redesigning of the company logo and company values
in order to take the company into the future successfully. To achieve this
effectively, the process will need taking all the variables that have been outlined
by Murphy into account. For ABI it has high-quality products which meet
consumer needs, packaging and promotion materials which are appealing, and

pricing which is competitive.

The customers should be in a position when they see a brand, to identify the

supplier of the product, check the delivery levels and quality of customer service
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when the staff from ABI visits the business outlets portraying the new image
through re-branding on the logo of their company uniforms and delivery vehicles.
If a company wants to go through the process of re-branding, it can be argued that
it must be able to know the position of the current brand logo or symbol or name
among 1ts customers. As the retail outlets get familiarised with the new image, the
mention of the name of the firm must indicate some form of identification in
terms of delivery of quality products and reliable excellent customer service. All
these attributes of the firm will be discussed in the findings of the research in
chapter 6 in order to find the basis for growth and the role of re-branding of the
firm in relation to other variables that can contribute to profit maximisation of he

firm. This is the basis for the main research question of this study.

Corporate brand concepts have an impact on the way customers perceive the

organisation. As Keller states:

As with individual brands, a corporate or company brand may evoke
performance or imagery attribute or benefit associations as well as judgment
and feeling associations. Thus, a corporate brand may evoke a strong
association with consumers to a product attribute, type of user, usage
situation or overall judgment (e.g. Sony with “quality”) (Keller, 2003:544 -
545).

In the case of ABI, its products (e.g., Coca—Cola), are linked to an attribute of
quality. It is generally known that ABI produces Coke. As a result, the company
became known as Coca—Cola and not ABI. The challenge for ABI’s Directors was
to develop a strategy to re-brand the image of the entire organisation whereby its
new appearance and logo improved its values and competencies. The perception
reflected by ABI customers was that the company manufactures quality products,
as will be established later in this study, but they were not fully aware of what
ABI was in relation to the Coca~Cola Company. The general perception among
the customers was that, the products were manufactured by Coca-Cola Company
and distributed by Coca-Cola Company and not ABL Although the customers
were used to dealing with ABI, they preferred to call the company Coca-Cola.
This is due to the strength of the Coke brand, which has continued to grow and

gain more and more ground.
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2.3.2. External Environment

To analyse the external environment properly, the following steps need to be

taken:

i Determine the nature of the environment.
ii.  Make a broad analysis.

iii.  Formulate an industry-specific analysis.
2.3.3. The Nature of the Environment

It is important to understand the nature of the environment in which a particular
business operates in order to determine the appropriate level of change that has to
take place. Change can take many forms. It can be a simple and slow change or an
unpredictable or predictable change. The impact this can have on an industry or
organisation can also be varied. Industrial and environmental scanning is crucial
as it underpins the requirements for the required changes to take place. Re-
branding of an organisation is a typical example of change that involves image

innovation and positioning to achieve certain measurable results.

The Senior Managers, especially the Executive Directors, have to understand the
environment in which their organisation does business in order to come up with
practical guidelines and strategies that produce results. The decisions thus
formulated and used for change in the organisation can have a direct impact on the
results of the organisation which eventually influence the position of the

shareholders in terms of the financial return on their investment.
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2.4. Broad Analysis of the environment

The broad analysis system of Pearce and Robinson (2003) 1s the most
comprehensive tool to scan the macro-environment for changes that affect a
firm’s value or value drivers. This system involves evaluating and analysing the

political, ecological, social, and technological (PEST) indicators.

Pearce and Robinson (2003) describe PEST analysis as:

e Political factors that include government regulations and legal issues
(including environmental) and define both formal and mformat rules under
which the firm operates. Any change in government legislation that
governs the retailing and manufacturing industry of non-alcoholic

beverages can have impact on the decisions made by investors in the

business.

e Economic factors show the effect of the pricing of commodities, which in
turn affects the purchasing power of potential customers when prices of
commodities increase as they have less disposable income. Other
examples include: economic growth, exchange rates, interest rates,

inflation rates, and capital availability for the firm to operate effectively.

e Social factors include the demographic and cultural aspects of the external
macro-environment. In manufacturing firms, these factors primarily affect
production issues, e.g. population growth rate and demographics, literacy
rates, health, and standard of living.

e Technological factors can reduce production costs, lower barriers to entry

into the industry, drive demand, and alter managerial decisions.

Once a PEST analysis has been conducted, an opportunity/threat analyses (OT —
part of the acronym SWOT; strengths, weaknesses, opportunity and threats) needs
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to be undertaken to determine available opportunities that can be exploited or
threats that need to be neutralised (Pearce and Robinson, 2003). A SWOT analysis
can help to provide information that can help to understand and match the firm’s
resources and capabilities with the competitive environment in which the firm
operates. The external environmental analysis can help to give information on the
availability of new opportunities for profit and growth. According to Fleisher and
Bensoussan (2003), a SWOT analysis was presented using a matrix which gives
an understanding of how a competitive strategy can be developed to assist in
formulating decisions for change. In the case of ABI, the strategies formulated (as
outlined in Chapter 4 of this study), outlined the way operations were to be
conducted In order to improve performances. One of the marketing strategies
formulated by the ABI executive looked at how market execution can be achieved
in order to open new business opportunities in the outlets found in the emerging
market. The emerging market comprises outlets in the less developed markets of

the townships throughout the areas where ABI conducts its business.

The concept of the emerging market execution of new business meant identifying
new outlets and encouraging the sales and marketing team to visit these outlets to
encourage them to buy ABI products distributed directly from the plant by the
ABI distribution fleets. This meant increasing the number of cases bought by the
new outlets in the emerging market and improving the volume thereby increasing
the sales figures in monetary terms. The positive results and growth recorded in
the 2003/2004 4nnual Financial Report show the emerging marketing Strategy as

anew drive In increasing sales.

One of the strategies used by ABI is to increase volume through the identification
of areas where key Carbonated Soft Drinks (CSDs) are sold. According to the
outline of strategies in the 2004 Annual Financial Report, the strategic focus to
promote sales volume was to “Grow Volume of CSDs and selected new products
categories.” The CSDs form the core business of ABL comprising as it does of

the key Coca-Cola brands. These include Cola flavours such as: Coca-Cola
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classic, Coca-Cola Lite, Tab, Coca-Cola Lemon Lite, Vanilla Coke and the other

Coca-Cola brands.

Coca-Cola branded flavours makes up 95% of volume sales. The remaining 5% 1s
made up of beverages such as Milo, Bibo, Water categories, Sports and Energy
drinks. These are called Alternative Beverages (ABs). ABI engages in marketing
campaigns to promote the volume growth of ABs and in turn increase sales and

improve the profit margins of the company.

2.5. Industry-specific Analysis

The position of a firm in the industry matrix can determine the long-term
profitability potential of a firm. A company with a sustainable competitive
advantage can generate excellent performance. This is done by understanding who
their competitors are, what constitute their market share, and finally,
understanding the products they sell. In the case of ABI (as will be shown in
Chapter 4), it has very few competitors in terms of key products. The agreement
entered into between Coca-Cola and the bottling companies ensures that no other
franchised bottling company will conduct business in the other bottler’s business
territory. When other bottling companies conduct business in another territory,
CCSEA® will intervene and ask the bottling competitor to refrain from doing
“cross border” trade. This protocol ensures security of the market environment.
The industry is regulated by the laws of the country in relation to the rules that
govern and protect the production and distribution of safe risk-free products for
the South African market.

The industry analysis in this case shows that there is relatively little competition
and the potential for growth is enormous. This scenario creates an excellent entry-
point for other bottlers to put similar products on the market shelves for sale. In

the market of CSDs and other related products in Durban and Pietermaritzburg for

2 CCSEA: the Coca-Cola Company of Southern and Eastern Africa which supplies all concentrates
for the production of Coca-Cola flavoured soft drinks (minerals) to the bottling companies.
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example, the market entry of “B” Brands’ was deemed favourable to compete
with Coca-Cola brands on the basis of price and sentimentality. Due to the past
history of South Africa the market is diverse and segmented according to racial
classification and mcome levels. In Pietermaritzburg, most of the customers in the
Northdale and Raisethorpe areas, which comprise of highly concentrated Asian
communities, developed a negative attitude towards the Coca—Cola Brands of the
carbonated soft-drinks and started buying the Alternative “B” Brands which were
cheaper from the outlets in the area. The September 11, 2001 destruction of the
World Trade Centre in New York, and the American Government’s strong stand
against certain Muslim countries led to the shunning of the Coca-Cola Brands by
these communities. As a result, the Asian community felt that the American
multinational corporations displayed tactics that aimed at destroying the Arab
world both politically and within its business operations. The occupation of Iraq
by American forces intensified the feelings of resentment towards Coca-Cola, in

that 1t considered them to be American branded products.

A strategy was adopted by the ABI head office in conjunction with the Coca-Cola
marketing team to embark on increasing sales volume and regain the market share
in the residential areas of the Asian community in Pietermaritzburg, This was
done by introducing a two-tier selling strategy. This strategy aimed at combating
and cutting down the growth of “B” Brands in the market. The process involved
investigating and listing all outlets in the area which sold “B” Brands and entice
them to buy Coca-Cola flavours at a reduced price and re-sell them just above the
selling price of the “B” Branded products produced by Crerars, a competitor of

‘Coca-Cola in the area.

Secondly, an analysis was conducted of the entire industry using Porter’s (1979
and 1985) “five forces model” in order to determine the competitive environment.
This model helped in the study to understand the attractiveness of a given industry

and to determine how the industry positions itself in relation to the driving forces,

3 B’ brands: these brands that are an imitation of the trademark brands of Coca-Cola and are
distributed as Cola or other names. They compete with Coca-Cola brands at a minimal scale in
selected areas.
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namely barriers to entry, supplier’s power, buyer’s power, substitute availability
and competitive nivalry. Fleisher and Bensoussan (2002), Pearce and Robinson

(2003) and Hitt er a/ (2003), outline in detail these five forces.

Fleisher and Bensoussan (2002) argue that Porter’s model should be viewed in the
context of the overall life cycle of the industry and product. These life cycles can
broadly be categonised as start-up, growth, maturity, or decline phases. This aids
the analyst to understand the behaviour of the product in terms of growth and
future potential and make informed decisions on whether to invest in a particular
industry. In a highly competitive market economy, the manufacturers or
distributors of commodities in the Fast Moving Consumer Goods market (FMCQG)
are challenged to understand what market forces impact on 2 particular

organsation and its overall performance.

In the case of ABI, which manufactures the number one international brand,
Coca-Cola, it still has to remain conscious of its position in the market place. It
needs to look at the entry barriers that exist and how they affect the dynamics of
the market. To set up such an operation and its distribution costs, it is important to
understand the capital requirements. Additionally, it is important to know if there
are real threats of other entrants to the market. Finally, monopoly can play a
certain role in relation to output and performance. The firm that has a form of

monopoly could reach a point of inertia and saturation leading to complacency.

As substitute products are discovered, the firm can begin to experience
competition. In the case of ABL, Crerars in Pietermaritzburg produces a “B” brand
to the Coca-Cola brands and competes with the established beverage giant on
pricing and positioning. As described above, in the wake of certain sentiments
expressed by the Muslim community in Durban, Pietermaritzburg and other parts
of the world, there has been a deliberate shunning of American top branded
products. The Price war was felt by ABI Pietermaritzburg to such an extent that it
was forced to introduce a pricing strategy to combat the growth of the new “B”

Brands.
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2.6. ABI’s Pricing Strategy

The pricing strategy adopted by ABI Pietermaritzburg in 2004 was to select
certain two-litre packs of Coca-Cola brands and price them shightly lower than the
normal shelf price. The “B” brands still mantained their prices and were indeed
lower than the reduced Coca-Cola brands. As the consumers became aware of the
quality difference of the two types of products on the market, the Coca-Cola
flavours, despite being sold at a price slightly lower than the normal price but

slightly higher than the “B”” Brands, still sold more volumes than the “B” Brands.

This marketing strategy looked at possible entry barriers of the business, rivalry
determinants, and issues of new entrants to the business, suppliers «f alternative
products, buyers potential and determinates of substitution threats. This required
an understanding in the environment where ABI conducts its business and finds
ways and to improve the operations of the business in order to promote

sustainability and growth.
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Fig. 2.1. Porter’s Five Forces Model [Modified from Porter (1985)].

Formulated strategies must look at all factors that can influence the business
operations of a company. Fig. 2.1 above shows all the relevant areas as outlined
by Porter on how industry forces influence company decisions and performance.

Each of the listed factors in the figure has either a positive or negative effect on
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involves the study of the firm’s resources. These include tangible assets such as
financial and physical resources, intangible assets including patents, research and
development, reputation, intellectual capital and organisational capabilities.
Chapter 5 shows the summary of sales performance of ABI for a period of seven
years and analyses the company’s strengths in prudent financial decision-making
and distribution of returns to the shareholders. The 100% buy-out of ABI shares
by SABMiller shows the confidence the majority shareholder has in the
performance of the company as a whole. The correct use of both tangible and
intangible assets to grow the value of ABI has resulted in the growth of the

business in the country.

Pearce and Robinscn (2003) explain that the appropriateness of a firm’s “grand”
or business strategy needs to be determined. This strategy does not contain any
value drivers. Instead, the strategy deals with how the company exploits and
extracts leverage from the key value drivers in the industry structure and from its
intangible assets. Frykman and Tolleryd (2003) contend that a chosen strategy can
both increase and decrease the importance of a certain value driver. In the case of
ABL the key value drivers such as the excellent distribution network to its
customers and improved levels of customer service combine with a wide range of

high quality products to ensure continued growth of the bottling company.

Generally, there are three generic types of competitive strategies that a firm can
pursue (Porter, 1985). These are called generic strategies because they are not

dependent on the firm or the industry.

The generic strategies include:

1. Low-cost producer.

ii.  Differentiation.

. Focus (a combination of i and ii).

38



Competitive Advantage
Low Cost Product Uniqueness
Broad
e hip| Differentiati
¥ (Industry Cost leadership| Differentiation
g wide)
m H
v Integrated Cost
Z leadership/
ks dilferentiation
o
g Narrow
C largel Focused Focused
(Market | Cost leadership | Differentiation
segment)

Fig. 2.2. Porter’s (1985) Generic Strategies for
Competitive Advantage [Source: Porter (1985)].

All shareholders or potential investors analyse the performance of a company and
look at the quality and depth of management to determine the value of the
company or its share value. It can be argued that ABI’s results reflected in its
published Annual Financial Reports reveal decisions made by earlier management
on the future of the firm. Future market performance will reflect decisions made
by present management. This will show whether the strategic decisions being
made are solid and based on the correct premises of continued growth. Peters and
Waterman (1982) identify eight characteristics for successful business

management. These are: -

1. Intimate knowledge of the needs of the customer and exceptional attention
to these needs such that customer needs are at the forefront of a company’s

activities.
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11.

111.

1v.

V1.

Vil

Viil.

Exceptional attention to the creative potential of individual employees,
where entrepreneurship is encouraged, autonomy decentralised and

innovation rewarded.

Corporate values which typically include product quality, low-cost

production and innovation are well articulated and understood.

The company adheres to its core competencies.

Administration is lean, the organisation structure is simple and lines of

responsibility are clear.

Employees are made to feel an essential part of the success of the

company.

The decision-making process is action-orientated. This entails that
decisions made must result in measurable outcomes such as growth in
volume sales and an increase in the Return on Investment for the
shareholders.

Decisive central direction and maximum individual autonomy reinforce

each other.

When these characteristics are used in analysing the potential of a company, it is

possible to arrive at specific decisions that hold potential for growth, good and

solid management traits and intentions to sustain business and remain competitive

in the market.

According to Peters and Waterman (1982), the common warning signals that

reveal that a management is in distress include the following: -
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i.  Regularly recruiting external executives;

ii.  Higher compensation for the Chief Executive Officer (CEO) compared to

the rest of the company’s executives;

1i. A board of directors with a limited number of non-executive directors;

1v.  Low allocation of funds for research and development;

v.  Poor social responsibility and environmental commitment.

Based on information analysed in chapter 5 of this thests, ABI’s financial reports
indicate a prudent management style resulting into positive sales figures. Chapter
5 presents more aspects that reveal the successes scored by the strategic thinking
of senior management of ABI that has developed over the years. The financial
results also presented in chapter 5 show positive growth of the company over the
years. Chapter 6 will provide details on specific variables that help to contribute
towards the growth of the business as the research results on re-branding of ABI

are analysed.

Unless one understands what happens in strategic management, it is not possible
to understand the reasoning behind the success of a large corporation. Thompson
and Strickland (1998) ask some searching questions on strategy formulation and

application at the corporate level.

These include:

1. How attractive is the group of businesses the company is in?

i..  Assuming the company sticks with its present line-up of businesses. how

good is its performance outlook in the years ahead?
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In answering such questions, Thompson and Strickland go on to say:

If any answers to the questions are not satisfactory; the issue is, (a) should
the company disinvest itself of low — performing or unattractive businesses,
(b) what actions should the company take to strengthen the growth and profit
potential of the businesses it intends to remain in and (c) should the company
move into additional businesses to boost its long — term performance
prospects? (Thompson and Strickland 1998:245).

In analysing the corporate strategy of any given group of companies, answers to
these questions reveal valuable insights into a company’s past direction and
performance. A company must have a road map in order to get to its destination.
Strategies must therefore be formulated in line with the group’s intention. Gary
Hammel (1993) and other strategists argue that there is need for well thought out
and planned outcomes. The intentions must be clear and actions must be taken in
line with the formulated strategies to achieve the desired goals. ABI senior
management at the head office of the company engaged them in crucial strategic
thinking process and came up with new strategies that included the need to re-

brand the organisation.

The generic strategies outlined by Porter (1985) concentrate on differentiation,
focus and low-cost, and are aimed at encouraging the organisation to come up
with well-crafted strategies to achieve a sustainable growth rate by the entire
organisation. Growth comes from achieving targets and in most cases financials

are set at acceptably achievable targets.

How can attractiveness be measured? This can be done by looking at the overall
performance of that particular group of companies. Some financial analysis can
be done to measure growth in terms of return on investments. Growth margins can
be expressed in the form of a gross profit margin percentage, or net asset turnover
in percentages. These financials can show the profitability and performance of the
organisation. To achieve this, an analysis will need to be done on the financial

statements of the company for the past ten years. It is important to come up with
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strategies that develop the group performance to acceptable levels and make the

company more attractive and competitive.

The following represents a summary of the position of ABI before the re-

branding exercise:

2.8. The Organisational Culture and Change

2.8.1 ABI is a Subset of its Business Partners

As observed by the researcher, it was discovered that. -

o There is a visual manifestation of Coca-Cola in the marketplace

and at all ABI plants.

o A behavioural hybrid of Coca-Cola and SABMiller revealing a

culture of dominance and power.

2.8.2 ABI Business Operating in Silos

o Head Office/Plants, Inter-departmental, attitudinal (Old/New).

o Allegiances to individuals, departments, Coke/SABMiller — not
ABI.

2.8.3 Sense of Disempowerment

o Two Masters — cannot control own destiny.
o Interim “command and control” approach.
o Increased systemisation — lack of involvement, empowerment.

o Performance focus — no time to celebrate success.
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2.8.4 No “Breeding Ground” for Talent

o No critical mass for development consideration.

o No support system for new recruits

2.8.5 Organisation’s Competitiveness

For investors to show interest in investing in a business enterprise, Wheelen and
Hunger (2001) state that an organisation must rate high in competitiveness and
attractiveness in order to make it profitable. To achieve higher levels of
recognition and pofential, organisations need strong management teams and
commitment from a motivated staff The present and future markets must be
strong and well defined in order to be targets for growth. The values and mission
as well as objectives of such corporations must be well crafted and developed for

all staff at different levels to understand and adhere to.

Corporate organisations formulate their strategies with the intention of promoting
growth in the organisation. When these strategies are demonstrated, the senior
management, (in most cases the Chief Executive Officers (CEO) of the
organisation) delineates what the vision of the organisation should be and what
can be done in order for the business to continue operating and achieve its goal of
maximising profits. In corporate finance, the main function of managers is to
increase the wealth of its shareholders. If the Net Present Value (NPV) of the
business is good, it reveals that the management team are achieving their goals.
The financial performance results are used as a yardstick for measuring the

success of a corporation or company. Hence Thompson and Strickland argue that:

Both good financial performance and good strategic performance calls for
management to set financial objectives and strategic objectives. Financial
objectives signal commitment to such outcomes as earnings growth, an
acceptable return on investment (Economic Value Added — EVA), dividend
growth, stock price appreciation (or market value added — MVA), good cash
flow, and creditworthiness (Thompson and Strickland, 1998:7).




All these indicators are used to make informed analysis of the financial
performance of the organisation As shown in chapter 5 of this thesis, steady
financial growth of ABI has been observed over a period of seven years
represented in graphs or histograms. It can be argued that any formulated strategy
then should be interrogated to see whether it is proactive or adaptive. Managers
must be in a position to apply a competent strategy for the growth of an
organisation. If shareholder equity value is good it can be used to make decisions
to invest in the company. Conversely, those that have shares in the company can
consider selling off their shares if they feel that the financial future of the

company 1 in question.

While going through the process of re-branding, SABMiller as its majority
shareholder offered to buy-out all the minority shareholders in ABI. SABMiller
had 73% shares in ABI. By December 14, 2004, it is reported that SABMiller
acquired a 100% shareholding in ABI giving a total control on the operations of

the company.

The motivating factor for SABMiller’s decision to acquire the remainder of ABI
shares was the performance of ABI over the ten year period since 1994, in that it
had made profits and almost doubled its return on investment for its sharehoiders.
The innovation that has taken place through the re-branding process has paid back
in dividends to the shareholders have seen it befitting to acquire a 100%
ownership of the company so that it does not share any profits with minority

shareholders.

ABI, as a corporate company aims at formulating and implementing strategies that
help to manage the business efficiently so as to achieve high levels of productivity
and growth. Strategic management, as a school of thought and specialised area of
management has been used in corporate business to assist managers to arrive at
ideas and plans that assist the organisation to efficiently achieve the desired

results.
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It is important to realise that strategic planning is a process and requires time.
Strategic planning requires a great deal of managerial time, energy, and
commitment. To justify the associated costs, strategic planning must produce
tangible benefits. Research suggests that the benefits of strategic planning are
economic and behavioural. As stated in Chapter 1, the purpose of this study is to
find out if changing the image of the company in relation to its logo and some
operational strategies can contribute to the profitability of that organisation. In the
discussion that follows, ABI financial statements will be examined before and
after the change to its image in terms of re-branding. The figures will show
whether a relationship exists between the performance of the company and its new
image. It will be argued that the new brand-image obtained through the re-
branding process has brought new vigour and performance to the organisation’s
business operations especially with reference to its outlook towards customers and

finding ways to improve its profit margins.

To achieve this, it 1s argued that there is a need for researchers in business
management to find out what other variables exist within an organisation that
drive productivity and how new strategies enhance it. In order to formulate new
strategies that work, including the exercise of re-branding of an organisation’s
image, commitment and time is demanded from its managers. Information has to
be gathered which is in line with the business plan of the company. All ideas on
re-branding have to be in line with the plans of the various departments of the
organisation including, marketing, finance, purchasing, and even the human
resource management (HRM) team. All efforts must aim at finding ways which
will assist in the driving of the organisation into the future. Later in this Chapter,
the steps of strategic planning which include strategic analysis, strategy

formulation, strategy implementation and strategic control will be discussed.

2.9. Strategic Management and Innovation

Strategic Management (SM) is a concept that is grounded in the formulation,

implementation and control of competitive moves made by managers in both large
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and small organisations. This helps in establishing and maintaining a competitive
position that is sustainable in relation to its operating environment. Strategy is
about visioning. When senior managers formulate strategy, they think of future

markets and the survival of the organisation.

Interrelated managerial tasks of strategic management such as strategic intent,
external environmental analysis, internal analysis; organisational positioning,
business strategy, implementation and control are used to understand what
happens in organisations when new strategies are formulated for growth and

future survival of the company. (Thompson and Strickland, 1996:3).

2.10. Strategic Management at Corporate level

At the corporate level, the Chief Executive Officer (CEO) formulates the overall
business strategy of an organisation. ABI has a strong executive management
team at its headquarters where the CEOQ is in charge of the overall business. At the
business level, line manager’s help in analyzing the strategies. Implementation is
done by both line managers and supervisors. Managers at the top (CEO) or

corporate level are responsible for the formulation of corporate strategies.
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Fig.2.3. Internal Communication Filtering Process [Source: ABI Re-
branding Launch PowerPoint Presentation (2003)]

2.11. The Conventional Approach to Strategic Management

According to Stacey (1992, 1996), the conventional approach to strategic
management has been clearly documented. The approach of Stacey 1s that of a
traditional and a rational approach to the subject. The conventional approach to
the subject has resulted in many managers not being able to apply the radical, but
successful approach to the subject. It is important to understand how external
environmental forces dominate the strategy formulation. Strategic actions should
possess a linear relationship with strategic intent. Implementation comes about
through the bureaucratic system. As strategy is applied, it leads to development,
which is seen in the environmental forces as a series of logical and step-by-step
processes towards growth. When growth is registered in monetary terms by a

company, and the attitude of employees change, a new approach needs to be used
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to maximise productivity. A company should thus encourage employees to

perform better and build the company, as the overall profitability of the company

would lead to job security.

It is important to notice that the organisation is structured from top to bottom and
that management levels are optimised for effective operation within the company.
According to Thompson and Strickland (1996), to understand strategic
management at corporate level it is important to know what strategy is all about.
The strategic management process has remained essentially unchanged, ie,

internal environment, strategic intent, strategy formulation, implementation and

control.

2.12, Strategic Management and the Business Environment

2.12.1. External Environment

Changes that take place in the external environment have influenced the
development of conventional strategic management. Nakamura (1997:4) argues
that, “since its birth, strategic management has been referred to as the discipline of
corporate mnovation to cope with the discontinuous and/or turbulent corporate
environment.” It is possible that the level of the turbulence Will differ according
to circumstances. The external environment seems to demonstrate a state of
extremes and some degree of instability and volatility.  This leads to
unpredictability of the environment and can therefore make it difficult for
decisions to be made with a forecast approach, as the future appears uncertain.
Any changes that can be made to the product or brand could lead to remarkable
results, but if not timed properly could result in a tedious spiral of decisions,
which have no bearing on the profitability of the firm. Strategy at corporate level

has to carefully evaluate these factors to ensure better planning and visioning.
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Organisations have had to respond to changes rapidly in order to keep pace with
the changes and developments in the external environment. Strategists at the
corporate level have been faced with the dilemma of formulating strategy that will
last. Porter (1985) has highlighted that there are some scholars who do not believe
in the practicality of strategy formulation as change takes place so rapidly that
strategy cannot simply catch up. Strategic management acclaimed authors feels
that despite the views of some scholars in management, there is need to formulate
a clear strategy and implement it. Thompson (1996) argues that Strategic
management can only be effective when resources match stakeholder needs and

expectations and change to maintain fit in a turbulent operating environment.

2.12.2. Internal Environment

The conventional approach to formulation and implementation of business
strategy 1s the need to achieve internal consistency of the organisation. When
strategy is formulated, there is need to understand at corporate level that the senior
executive of the organisation, (mostly the CEOs), formulate the strategy of the
organisation and pass it down to junior managers for implementation. In any
organisation, that process is normally done at corporate headquarters and then

passed on to the companies/business units for implementation.

Conger (1998:85) argues that, “today businesses are populated by baby boomers
and their generation X offspring, who show little tolerance for unquestioned
authority.” (Conger 1998:85). In this case, it is necessary for managers at the
corporate level to be more flexible and tolerant in the way they apply strategy.
This affects the way managers organise and plan activities in an organisation and
the way people are managed. The intemal values need revisiting and mechanisms
need to be developed which allow the flow of ideas and plans to be properly

communicated to workers.
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Porter (1985), in his well known value chain idea, continues to say that although
conventional strategy applied in most organisations represents a rigid and
functional-driven framework, it is, in most cases inappropriate, given the nature of
today’s external environment. Flexibility is necessary to apply strategy In an
environment which has traits of chaos and turbulence. The CEO of an
organisation has to be flexible in the formulation of strategy by consulting junior
staff on matters of operation. When however it comes to crafting strategy for the
way forward, the CEO needs to be rigid and needs to clarify to his/her managers
that they need to provide results which will enable the organisation to remain in
business after five or more years. It is important for managers to know how to

manage both internal and external stakeholders in order to succeed.

2.13. Strategic Intent

The organisation should posses an intention and plan of what it intends to
eventually become. The strategic position has to be clear and as a company, ABI
has set up 1its structures to service a varied client base. The research carried out
externally for this study will look at how the customers feel about the behaviour
of ABI employees when they come to retail outlets as representatives of the brand.
Attention will be given to the levels of productivity among staff as revealed in
sales figures presented in Chapter 5 of this study. An assessment will be made to
ascertain the impact of re-branding and how it adds value to the organisation. The
organisational effectiveness is analysed externally from the issues and comments
being raised by the customers. An organisation needs to understand the

requirements of its customers.

Hamel and Prahalad (1989:64) describe strategic intent as an all-encompassing
obsession of an organisation to establish a future-directed desired leadership
position. The corporate office provides the required leadership while the business
units find ways to apply the outlined strategies of the organisation. The argument
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shows that managers need to know the vision, mission and objectives of the

organisation so as to lead and guide the workforce properly.

Vision is a broad guideline for the positioning of the organisation, while goals and
objectives represent the shorter term, which describe the operational views of the
organisation. Vision must be realistic, comprehensive and unique and must match
the intended goals to be achieved. Most companies have to develop a mission
statement on customer-care to assist consumers in the retail outlets. This must be
in iine with the mission statement of the organisation, and assist the development
of future markets and add value to the corporation. The CEO of the organisation
at corporate level needs to craft strategies which will differentiate the organisation
in its mission and market potential The CEG needs to know how the sirategy is
going to be implemented. The vision of the organisation must therefore be

futuristic.

Due to diversity in both the internal and external environment, it can be difficult
for the CEO to come up with a single mission for the entire corporation. Strategy,
at corporate level, should be applied in situations which are fast changing to
enable the organisation to be in line with the developments taking place both

externally and internally.

2.14. Formulation of Strategy

In the situation where a turbulent and very complex external environment exists,
dynamic organisations demand excellent management approaches to address
issues as they arise. Different authors in strategy have queried the validity of
formal and well-structured strategy. This calls for well thought-out ideas in
formulating group strategies. In corporate re-branding, there is a need to have a

clear understanding of the reason for change and how it should be implemented.
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2.15. Amalgamated Beverage Industries (ABI) Organisational Structure

According to figures released in its 2004 Annual Financial Report, ABI is one of
South Africa’s major beverage bottling and distribution companies. The company
employed 25,700 people as of 2002. It has an annual net profit of R3, 366 million.
The company is listed on London Stock Exchange and holds four banking
licences (three local and one international). The company is headed by a Chief
Executive Officer (CEQ), who is assisted by a team of directors representing the

different segments of the business.

The company has the following operations:
e Manufacturing.
e  Supply Chain and Distribution.
e Human Resources Department.

o Sales Department

2.16. ABI’s Corporate Governance

ABI is a wholly owned bottling company of SABMiller that has an extensive
group corporate accountability framework with associated reporting requirements.
ABI produces annual reports on its community, economic, employee,
environmental, government and trade relations to SABMiller’s corporate
accountability and risk assurance committee, which is chaired by a SABMiller
non-executive director. It is the aim of both ABI and SABMiller to maintain a
balance between the challenges of successful entrepreneurship while remaining
accountable to the stakeholders in the efficient management of its business

resources.
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The ABI board comprises thirteen directors with five non-executive directors, two
of whom are independent as defined in the JSE Securities Exchange South Africa
Listings Requirements in terms of the King I Code of Corporate Practices and

Code of Conduct, (otherwise referred to as, King TI).

It is important for a large corporation or company to be accountable to its
stakeholders. According to the 2004 Annual Financial Report, ABI was listed on
the JSE stock market with a share price of R73.00. The company has since been
delisted from the JSE. ABI has adopted a new governance strategy, which allows
for accountability, transparency, social responsibility, discipline, risk management
and independence. In social responsibility, ABI, in conjunction with Coca-Cola
spends a substantial sum of money on social responsibility activities such as the
sponsorship of music promotions and Premier Soccer League (PSL) soccer

tournaments etc.

2.17. Corporate Strategy and ABI

There are two main aspects to consider when formulating corporate strategy.

These are:
e Entering a new Business and/or

e Managing a portfolio of businesses.

At corporate level, the group develops and expands due to takeovers and mergers.
Thompson and Strickland (1996:192), state that, “the acquisition (take-overs and
mergers) of an existing business is the most popular form of diversification.”
Other authors such as Richard Lynch (1997:559) and van de Viet (1997) also
argue that such mergers have met with little or no success. Porter (1987:46) says
that one or more of the three essential tests for successful diversification; namely,

attractiveness test, the cost-of-entry test and the better-off test could not be done.
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The above tests can help check the stability of the future of an organisation. As
the environment continues to be turbulent and unstable, companies are moving
towards the idea of having good relationships with other companies other than
through the acquisition approach. Those companies which did merge have

continued their operations as a corporation and have contributed to the creation of

wealth for the shareholders.

In the case of ABL the company has a strong business background dating back to
1931 when the Cape of Good Hope Bank was established. The Directors have
developed new strategies to improve on their existing business. To achieve this,
the group entered into mergers with other companies, buyouts and other take-over
ventures. The aim was to provide a solid base to expand operations and maximise
profit margins through forming joint operations. The modern approach is to have
a strategic alliance, which leads to joint ventures, franchising, joint research and

improvement of existing operations, supplier agreements and consortiums.

From observations made by the researcher while analysing the company strategic
management documents, it was noticed that ABI follows a low-nisk strategy based
on the concept that a low-cost producer will ulimately prevail. This helps to put
the group in a good position to participate in the consolidation of the industry.
The restructuring that took place in 2001 after the buy-out of Sun Crush (Pty) Ltd
put the group in a prime position as a focused, integrated and unitary organisation.
ABI 1s also competitive with its peer companies on the basis of cost, volume and
distribution to achieve further consolidation of financial services. It aims at

promoting public trust as a cornerstone in conducting its business.

Diversification in ABI has resulted in the development of new businesses, the
introduction of new products and operational processes. Change in certain
companies brought the challenge of diversified portfolios. Existing, and newly
acquired business units have to be analysed using a SWOT analysis. This has been
done effectively by using the Boston Consulting Group (BCG) matrix and
General Electric (GE) portfolio analysis, tools of great importance in
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understanding the potential of each business unit and the corporation at large.
These are helpful in giving an indication of the future positioning of an

organisation. The intended strategy of the corporation can thereby determine the

future of such an organisation.

1t 1s imperative that the strategist also look at the future of the organisation by
understanding its past history. A ratio analysis in most cases helps to understand
the performance of a particular organisation and reveal whether the strategy
formulated will assist to tum the company from a “dog to a cash cow” for
example. The CEO is faced with the immense challenge of ensuring the survival
of the organisation. If the CEO fails to “plan” and formulate workable strategies,
s/he plans to fail. The strategies put in place by ABI have improved the value of
the business as a whole and maintained its position as the number one company in

the soft drink bottling industry in South Africa.

Gould and Campbell (1987) identify three strategic styles by which strategic
planning is considered to be the most appropriate endeavour even when the
environmental conditions seem to be changing fast. They focus on the core
competencies of the organisation and find ways to increase the Internal Rate of
Retun and Return on Investment (ROI). At the corporate level, the CEO and
other senior executives formulate the strategy with an understanding that whatever

they plan must have a bearing on the future of the entire organisation.

Different models can be applied to formulate strategy in a corporate organisation
but the main point is that the formulated strategy must take into account the
environmental conditions at any given time. In times when conditions are
difficult, during the apartheid regime in South Africa, companies developed
strategies that were internalised in their approach and built strong management
team with an authoritarian leadership style, which clamped down on any

opposition.
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The CEO must develop strategies which help the organmisation gain a position of
competitive advantage. Porter (1985) describes generic strategies of low cost and
differentiation, focus and added value to the chain. By applying some of these
ideas the CEO can develop strategies for the corporation that will respond or react
to a turbulent business environment. The CEO must then come up with strategies

that will make the organisation competitive and become a market leader.

2.18. Strategic Positioning

According to Bowman, Managing Director of ABI in the ABI 2004 Annual
Financial Report, the group structure has been set up to optimally service its
varied clients. The size of the merged group allows specialisation, while enabling
it to offer a full range of banking services to its corporate, commercial and retail
clients. In 2001, the group merged with other bottling institutions such as the Sun
Crush (Pty) Ltd in Pietermaritzburg to form a strong bottling company in
KwaZulu-Natal. The company invested in the improvement of technology

required in the bottling industry to cater for the market and maximise its

shareholders equity.

ABI also entered alliances with The Coca-Cola Company of Southern and Eastern
Africa (CCSEA) to offer a unique product to the market. This strategy was
utilised to distribute a total beverage solution to the market, leading to both

companies reaching their market position.

As a result, ABI gained the following from its strategic moves:
o It became the largest bottling company in South Africa.

e It has some of the best possible operations system, which has resulted in
ABI becoming the most efficient company with a distribution network that

covers a wide area in Gauteng and KwaZulu-Natal.
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e It has an improved distribution network capacity.

ABI focuses on minimising risk and meeting the demand of carbonated soft drinks
in the country, aiming at providing a low risk growth opportunity and stimulated
growth by focusing on markets through increasing sales volume in physical cases
and hectolitres. The challenge since 2003 and beyond has been the successful
implementation of the corporate re-branding strategy and improvements in the
company’s image. The results will be analysed later in the study when a review
will be made of the financial performance of the company during the past seven
years. The strategy of the company is to be a market leader in all of its product
categories within the bottling business. The group promotes teamwork, trust and
integrity in its operations. Companies that have implemented good strategies have
the potential to see growth in the turmover and net profit. ABI figures below show
how growth was taking place in the financials of 2004. Detailed financial analysis
has been done in chapter 5 of this thesis.

12.2 billion up by 50% o
Total Revenue for 2004
Net Profit for 2004 984 million up by 10.5%
Core Eamings per share 1330million up 45 % |
Headline eamings 1 022million Up ~ 9 %
Dividends per share 515mullion (412 cents US) per share

Table 2.1. Figures and Performance of the Group [Source; ABI Annual
Report, (2004)]

Generally, the figures in Table 2.2 reveal that ABIs performance was on the
upswing. The details of the performance will be given in Chapter 5 of this study,
as a comprehensive analysis of the financial performance of a company over a
seven year period. The total revenue for 2004 in comparison to 2003 was up by

50% showing good results in terms of net sales which were up by 10.5%.
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2.19. Strategic Positioning and Policy of ABI

The group believes in great teamwork that requires a shared vision and passion.
At its core are committed individuals who offer encouragement and support to the
vision of the company. But effective teamwork also requires leaders who put the
group’s interests before their own. The programmes outlined and carried out by
ABI required a strong team that was committed to the values and ethics of the
company. There was a need to achieve good working relationships especially

where members perceived that their jobs were threatened by the implementation

of new strategies.

2.20. Respect for Stakeholders both Internai and Externai

To be truly successful, the group also believed there was a need to respect the
dignity of one another. It was important to acknowledge the differences that
existed between those other companies which merged with ABI but continued to
practice acts of simple human kindness. The idea was to develop strategies that
would promote an environment where people co-exist and work together despite

their differences.

The strategy formulated by Senior Executives of organisations must adapt to the
changes taking place in the daily operations of an organisation. It is imperative
therefore that the CEO be aware of the events taking place around him/her. The
CEO must have an idea of what is happening in the company and visualise
different issues and their possible outcomes. The CEO must be a good planner and
be able to lead in the formulation and application of strategy in an organisation.
Sthe must know how and when to take advantage of the changes in the

environment and be able to produce solutions even in times of great uncertainty.
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2.21. Strategy Formulation

In an environment which is uncertain, it is not easy to come up with strategies that
lead to positive results. The CEO still is responsible for the formulation of

strategy at corporate level which is then passed on down to the staff by business

unit directors and then through to line managers.

2.22. Strategy Implementation

According to Thompson and Strickland (1998:271), “the implementation of a
strategy, either at corporate level involves the traditional tasks of organisation-
building, budget allocation, developing strategy-supportive systems, which
include administration, and information systems, shaping the culture of the
organisation and instituting performance related rewards.” Peters and Waterman
(1984:4) argue that, “...the crucial problems in strategy were most often those of
execution and continuous adaptation: getting it done...” The implementation of

such strategy tends to be the problem, rather than its formulation.

All decisions that dealt with customer service were passed on from senior
executives to the line managers and supervisors who in turn pass it through to the
workers on the floor. The functional level of strategy can determine whether
strategy works or not. For the sake of this study, it is vital to understand that the
decision to change the appearance of ABI was made by the executive directors of
the company with the intention of creating a brand by which ABI could be
identified in the marketplace. Once these decisions were made, it was the duty of
the line managers to implement the re-branding process throughout all
departments of the company. Visual presentation of the new brand image was
placed at all entrances of the company depots on machinery and fleet vehicles

involved in the distribution of its products.
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In practice, the CEO formulates the strategy and depends on line managers m each
business unit for its implementation. Logically, the CEO must involve staff at all
levels of the organisation. By selling the strategy plan hierarchically to the
internal markets first, and then to the line managers and the staff, the leadership
approach might have to change in order to follow the decentralised and

participative methods adopted in the different units.

These activities must be carefully planned in order to fit in with the goals of the
group. Interaction must be encouraged between the management and workers so
that the aims or objectives of the new strategies are followed through. At this
stage, the CEO can interact with the workers to gain their confidence and hear
their views concermung the changes taking place in the organisation. Management
should try to look at the external environment again and see how conducive it is in
promoting the implementation of the new strategy. The company must also

ascertain and address the needs of its customers.

The literature discussed in this chapter has helped to understand how strategies are
formulated and implemented in an organisation and what role managers play in
decision making which can lead to re-branding of a brand in the quest for
excellence in the performance of that brand name in the marketplace. A full
literature survey has not been done on all sub-problems of this study as they form
the basis for further investigation through primary research of which the results
will be fully discussed in chapter 6 and 7 of this thesis.

2.23. Conclusion

Strategy fit should be the guiding criteria when companies plan to change the way
of operating their business. Re-branding of the company image will need to take
nto consideration whether the new image will fit in with the aspirations of the
company. All formulated strategy must fit the operations and intended outcomes

of that strategy in relation to the broader vision of the organisation. The
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corporation must grow after the merger or acquisition. Strategy should result m
dynamic change that focuses on the future of the organisation. The CEO must be
pro-active. Any formulated strategy must help to improve the Return on Equity
and Operating Assets (OA). The value of the shares of the shareholders must also

be improved as shown in the performance analysis of ABL

The following Chapter will discuss brand positioning and marketing strategies. It
will also show how detailed information about branding influences the process of

design and presentation of a new brand to the marketplace.
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CHAPTER 3

ABI BRAND POSITIONING AND MARKETING
STRATEGIES

3. 0. Introduction

Brands are corporate assets that add value to the bottom line. A solid brand
strategy can build shareholder value and attraci iop ialent io a business, but
because there i1s no standard model for calculating brand value. it’s hard to
know just what a brand is worth (Caudron, Value of Brands 2001:1).

The performance of brands on the market can be susceptible to various forces
both intemal and external. In such circumstances, companies need to develop
plans that lead to a planned and proactive system that can be used to maintain
brand position through management. It is not obvious that such plans or efforts
inevitably lead to success in implementing the position of a particular brand. As
outlined in Chapter 2, strategies formulated, implemented and evaluated
according to company specifications might not necessarily bring the required

financial results.

3.1. The Image and Attributes of a Brand

It is in such circumstances that marketing executives must find ways of improving
the image and attributes of the brand that lead to its successful repositioning in the
marketplace. Those brands that need injection of new life and appeal for
sustainability and growth will require an analysis of the operations of the

company.
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3.2. Redesigning and Communicating the Brand

The brand has a core message which it intends to communicate to the public. It
encompasses the central theme of the operations and activities of the company, as

well as communicating its products and services.

The Positioning Spectrum

A Partnership
Brand”

i : i :
H H
H H
H H
= e e a
! i : i
| } H H
_, infrastructure | products & services | skills & approach | personality & values| pupose, mission, cayse
T T T T L

What you have Whatyoudo How youdo it Who youare Why you do it
Tangibles Intangibles

“ABI today delivers on the tangibles but not the intangibles”

Fig. 3.1. ABIs Positioning Spectrum Source: [Source: ABI Re-branding
Launch PowerPoint Presentation (2003)]

As outlined in Fig. 3.1, the brand becomes the core in crafting strategies that
directs input into the designing of the new logo or image of the company. If 1t
aims to achieve success, it ts vital for the firm to know its message, contents and
goals. Strategies must focus on what the company does, how the particular thing
1s done and what is said in the community. What is said contains the message
from the company that is targeted at both internal and external stakeholders. The

message could include visual and creative messages.

The activities focus on what is done by the firm; the goals and strategies being

applied to achieve the customer needs and grow the business of the firm. Goals
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are set to increase sales volume, reduce costs, and improve on share performance
for the shareholders and other stakeholders such as the government of the country
through taxation. How it is done lays the foundation for excellence in
performance from members of staff. This involves change in the attitudes and

behaviours within the community.

For the company to achieve the required innovation, it has to follow the three
basic approaches, namely: (i) what we say, (i) what we do (ii1) how we do it. It
also requires a change in perception in how the company views the customer and
how it can best formulate policies that improve its performance. When these
questions are successfully answered, as outlined further in this Chapter, the
responses assist the company to develop the best pessible strategy formulation.
The formulation and implementation of the strategy for growth has been outlined
in Chapter 2 of this study. The attitudes of both management and staff towards
each another and 1ts customer base also need to change. The vibrancy of the new
mmage and logo should contribute towards building a vision that will look at all
these things anew and achieve the goals of the brand promise that aims at

“Reaching further together.”

When the brand is well positioned in the minds of both the internal and external
stakeholders, it will begin to create value for the firm. Brand equity and brand
valuation intends to create an area of study that can inform the marketing and
finance managers about the impact of the brand in adding value to a firm. Brand
loyalty can contribute to the increase in sales volume and thereby increased
revenue for the company. The brand contributes to a healthy tumover on the basis

of its prominence.

Fragmentation and disharmony lead to poor productivity. The operations of ABI
before re-branding exercise were operating in silos. Fig. 3.2 shows that lack of

knowledge in the organisation on certain aspects of the operations of the company

* The slogan for the new ABI logo: “All staff, including directors are committed to the new motto
to reach further together as a team.” This aimed at removing any barriers that existed between staff
and management.
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can adversely affect the productivity of the company as employees engage in jobs

for which they are not fully skilled.

Reinforced by ineffective communication
processes

The Filtering Process’ is mirrored in bottom-up and inter-departmental communication

Board Level

Silos lead to lack of
knowledge sharing

Lack of knowledge
sharing culture inhibits
developing an
“institutional memory”

Risk of josinyg knowledge
when replacing staff

Middle Management

Shop Floor

Bureaucratic culture of the past inhibited
bottom-up communication

Fuelled by disconnect between plants and HO

Fig. 3.2. Ineffective Communication Leading to Ineffective Transmission
of Strategic Plans to various Levels of the Business [Source: ABI Re-
branding Launch PowerPoint Presentation (2003)]

This hampers the development of the institutional memory of the company. In the
event of staff leaving the organisation, a “brain drain” occurs, as specialised skills
are lost. Al levels of operation within the company suffer through poor
communication and an overly bureaucratic approach to managing people. ABI
operates in business units which are scattered throughout the country (to be
outlined in Chapter 5). The distance covered in reaching these depots and
production plants are vast but when the spirit of togetherness permeates
throughout the structures of the organisation, the company can record good

results.
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In the process of re-branding the corporate brand and logo, there were several
managerial decisions that needed to be taken by management to inject new vision,
mission and objectives into the organisation. The Value chain concept outlined
later in this chapter, as presented by Michael Porter (1995), indicate that the
resources and technology required by the company to succeed requires a buy-in
approach from all stakeholders alike. The employees of ABI are all together
involved in the creation of value. To launch the vision and re-branding of the
company the directors were given the task of wvisiting all ABI depots and
manufacturing plants to communicate the need for re-branding and how it would

affect the core business.

Fig 3.3 shows that the brand is central t¢ the activities of the company in relation
to its operations. The goods and services provided by the firm are also identified

by the brand name or symbol of the company.

The Brand as the core

Refocusing our strategies
=  What we do

* Howwedoit

*  What we say

WHAT WE SAY
Communication, internal and
external, visual creative and

messages

WHAT WE DO
Goals
and strategies

Fig. 3.3. Core Concepts in the Branding Process [Source:
ABI Re-branding Launch PowerPoint Presentation (2003)]
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The brand name, presented in various ways including visual and creative, will
communicate messages about the products and services that the company provides
to the community. This will involve developing goals and strategies that push the
company into retraining its staff in delivering quality customer service and care.
For ABI, it meant becoming more approachable and less arrogant towards its
customers. Corporate re-branding requires a change of mind and perception in the

way things are done so as to increase profitability for the firm.

Keller (1999) in the California Management Review indicates that companies
become involved in strategies which influence the thinking of managers and
determine the way forward (as shown in Fig. 3.3). When inertia is experienced,
and customer support retracts. there is a need to come up with new ideas and ways
of handling customer complaints and meeting their needs. Management has to
make a deliberate effort to address felt issues and develop a culture of excellence

In customer service.

The first step in the repositioning of a brand is to regain previously loyal
customers. These are customers who once identified with the product, service or

image but with time have withdrawn their loyalty.

. Regain ldentify ne Balance \  Generate
" Previously - customer new and New :
" Loyal Segments old Energy
Customers -/ Customers/

Fig.3.4. Goals in Brand Revival [Source: California Management Review,
(1999)]

These customers begin to look at competitors or substitutes to the branded items.
When the re-branding process is incorporated, customers will check the benefits
and attributes that are attached to their “traditional” products or service.

Management must then take a deliberate decision to spend money in advertising
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expectations. As will be shown in the financials of the company for the seven-
year period 1998 to 2004 (in Chapter 5 of this study), ABI continued to produce
good financial results but did not manage to be identified as a brand. As a
business, ABI performed exceptionally well, but did not capture the market as a
brand. Bowman (2003) at the launch of the re-branding process indicated that the
new brand had to be more appealing and friendly to the customers and depict the
vision of pulling the company together further.

As shown in figure 3.7, the new logo was designed using cursive lower-case
lettering and not bold upper case lettering as before. The upper-case design was
deemed bold and imposing. The appearance of the bold and imposing green and
red colours of thé old loge led to aggressive aftitudes being displayed by the
company in the way it treated its customers. There was need to reposition the
company as a user-friendly company that was willing to meet the needs of its
customers by going “the extra mile.” The Customer Service Rating (CSR) was to
improve through the introduction of a planned Customer Service Management
(CSM) programme. These were monitored on a continuous basis by using the
services of an independent survey and rating company. The CSM results were

released per plant and become an integral part of performance measurement.

Fig.3.6 shows the old ABI logo. This was designed in straight lines with a strong
red presence within it. The red symbolised the presence of the Coca cola brand in
the image that ABI wanted to communicate to its customers. The green
represented the 5% of ABI’s non-carbonated soft drinks business. Red covers
almost 95% of the logo. It is dominant, standing as straightjacket soldiers. This
also symbolises a rigid, position of the compay. It portrayed a position that was
inflexible. This could have affected the businenss in terms of its non-flexible
approach in granting credit facilities for companies that wanted to buy on credit
from ABL

Due to cash flow problems, some customers in 2002 applied for credit facilities

but the company refused. There was a risk factor that came with this equation.
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Most companies operate on gearing, which means that goods can be bought on

credit and paid for within 14 to 28 days. With a good credit management

approach, goods can be safeguarded.

Fig. 3.6. The Old Company Logo of ABI [Source: ABI company
logo manual, (1998)].

The employees of ABI were also treated with an attitude that was not
accommodating. A culture of tolerance, hard work and commitment to uphold the
values of the company needed to be cultivated in the business. The new logo

presented below was introduced to answer the concerns of the company.
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Reaching further
together

Fig. 3.7. The New Company Logo of ABI [Source: New ABI logo
manual, (2004)].

ABI’s new logo as shown in Fig. 3.7 was generated after taking into consideration
several of the company’s operations. By using cursive lower-case letters it was
specifically designed to be user friendly and softer in appeal in the minds of its
customers. The cursive letters were more appealing and dynamic. The aim was to
create lasting relationships with its customers and among its employees to reach
“further together.” The concept of “essence fit” created partners and a relentless
approach to business, awareness and staying connected in order to create a large
family of committed workers who felt that, “good enough is never good enough”

(ABI, brand Matrix manual, 2004).
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3.3. Brand positioning

Kotler, as quoted in Keller (2003) defines brand positioning as that “act of
designing the company’s offer and image so that it occupies a distinct and valued
place in the target customer’s minds.” The term “positioning” gives an impression
that the company is seeking to place the position of the brand in the proper

location in the minds of its customers.

This definition is clarified by Ries and Trout in Kotler, when they state:

Positioning starts with a product. A piece of merchandise, a service, a
company, an institution, or even a person.., But positioning is not what you
do to a product. Positioning is what you do to the mind of the prospect. That
is, you position the product in the mind of the prospect (Kotler, in Keller
2000:298).

There are several brand names being communicated by different companies to its
customer-base and it is the duty of a particular company to find ways of
advertising or communicating the brand name to customers in such a way that it
finds its nghtful place in their minds. This develops brand loyalty and
commitment in such a way that if it were a product, the customer would be in a
position to go into a store or wherever the service or product is sold or provided

and locate the product without any difficulties.

The brand positioning process requires that the company must be conversant with
the vision, mission and values that guide the operations. The company has to
develop clear strategies that will guide the future direction and investment of the
firm. These strategies, once formulated, will be passed on to the teams for
implementation. Re-branding strategies are part and parcel of the management
change strategy for growth in the company. The products and services of the
company are related to the image that the company has in the marketplace. Even
though ABI delivers quality products to the market, there was a need to create a
strong brand, which could be identified by all stakeholders as a brand on its own.
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“Become a
Brand in its own
right”

Fig. 3.8. Positioning Spectrum of the ABI Brand in Relation to
its Partners [Source: ABI Re-branding Launch PowerPoint

Presentation (2003)]

According to Fig. 3.8 above, to position the brand, the idea starts with what is
available in terms of infrastructure (buildings, production and business units).
These are tangibles that can be seen and touched and are deployed in the
operations of the business. The infrastructure contributes to the production of
products and services. These operations require skills and methodologies in order
to maximise production. The company identifies itself in terms of what it does
and what it stands for in terms of values. The re-branding process takes all these
issues into consideration to create a position of leverage and competitiveness.
Intangibles lead to reasons why the company does certain things. The brand is one
of the intangible assets of the company. It will be shown later in this Chapter how

an intangible asset can add value to a company.

The purpose and mission of the company is defined and used to create synergy.
This 1s the task of creating an identity. The premise shows that the company had

intangibles and used them for production but because it operated in isolation or
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under the umbrella of another big brand, it never connected fully with its
customers. Operating the Coca-Cola brand and trademark made it even more
complicated for ABI to create its own identity in business circles. The findings of
the research in chapter 6 have shown how customers perceived ABI in the light of
the Coca—Cola brand. The re-branding process aimed at moving the brand from
what it was to something new, communicating a friendlier appeal and vision for
growth into the future. This is summed up in the theme, ‘“Reaching further
together.” ABI aims to move into the future as the leading bottling company in
Southern Africa.

Positioning of a brand will ensure that the customer is in a position to identify a
particular product or service in a much quicker way than that of its competitors.
Advertising tends to be aggressive and wages war in the minds of the customers
of brands from competing companies. When the brand is well positioned it assists
the firm to develop marketing strategies that help in promoting the particular
product or comparny. The benefits of the product advertised or company that
offers the product (as outlined in Chapter 2 on the relationship between branding
and product development) will assist the executive directors in developing
strategies that determine the appeal of the brand in the minds of the customers
leading to higher profitability through increased volume in sales.

3.4. Target Market and Branding

Keller defines a market as the “set of all actual and potential buyers who have
sufficient interest in, income for, and access to a product.” In other words, a
market consists of all “consumers with sufficient motivation, ability, and
opportunity to buy a product” (Keller, 2003: 120). Potential buyers have some
influence on the decisions made by companies on the type of products or service
they provide. Buying patterns and desires determine the innovation that takes
place in the development of products to meet the needs of that market. ABI has a
specific target market which the company aims to capture and maintain. It is a
specific market of outlets distributed throughout a district or region which buys
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Carbonated Soft Drinks (CSD) from the company and resells it to their
consumers. The other target market is that of wholesalers, who buy commodities
from ABI Due to the relationship that exists between ABI and the Coca—Cola
Company of South Africa (CCSA), ABI distributes bottled soft drinks and uses

CCSA concentrates.

CCSA makes its money through loyalties in terms of volumes or hectolitres
distributed and sold by ABI. This justifies the process of re-branding the image of
ABI business, from when it was simply known as a bottling company and
distributor, to where ABI is known as a brand in its own right. As a brand, ABI
has aimed at developing strategies which will communicate its image to the
customers in terms of the guality of service, and quality of products delivered and
the potential of the branded company to grow and improve its value for the
shareholders.

In Chapter 5 of this study it has been shown that ABI, because of its potential, is
now wholly owned by South African Breweries (SABMiller), based in London.
The buy-out resulted because of ABI positive performance as indicated in the
published seven-year financial results. The performance shows a perceived
change of attitude among staff at the bottling plants and depots. ABI continued to
show growth over the seven-year period analysed in chapter 5 for the purpose of
this study. There are several reasons given for the sustained growth of the
company. As ABI continues to grow, it has now embarked on a drive to create a

strong non-alcoholic beverage bottling division of SABMiller Limited.

As ABI continues to meet the needs of its customers, in terms of delivery times,
customer care and service and market execution in the less privileged markets
through the “emerging market” campaign, its volumes continue to' increase and
profit margins improve. This has resulted in the company improving its
attractiveness as it grows its value through stringent management policies. The
identified target market assists to improve the performance of the company as its

needs are being met.
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The firm has a goal to be achieved. In 2003, ABI reached a position of
understanding that the company was delivering on its tangibles by supplying the
number one brand to the market as a business, but was still not well established
améng its stakeholders as a brand in and of itself To be a vibrant organisation,

ABI was challenged to deliver on its promises as a reputable company as outlined

by its brand positioning.

Vision and Brand Model

To be a vibrant organisation where everyone believes that good enough is never
good enough, where we challenge ourselves to reach further knowing that
together we achieve more.

Values

Insight: Brand Promise

By creat'ng
rewarging
reiatonsnips,

DiSCOVGTy we can sefve
Phase s Essence

‘Fit’

Fig. 3.9. Branding the Corporation [Source: ABI Re-branding Launch
PowerPoint Presentation (2003)]

According to Fig. 3.9 above, the first stage in delineating the vision of a company
in relation to its new brand is the discovery phase where all variables of a
company’s performance are analysed. The ABI Board realised that it had to
operate on the premise of creating rewarding relationships that would serve the
interests of the company as well as those of its partners and stakeholders
effectively, leading to the success of the overall organisation. The desire of ABI
was to develop a team of partners who would be in sympathy with the activities of
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the company and be well connected as they carried out their duties. All role
players needed to be aware of the vision of the company in relation to growth and
the need for profitability in the company. All its role players needed to be
relentless in their approach to work. Once all the core themes of the re-branding
model had been utilised, the result would be addition of value to the organisation
which would thereby lead to essence fit and the achievement of a brand promise
which was, “unlocking potential together, reaching further together.” All team
players in the development and redesigning of the new logo and implementers of
the new brand name developed the vision and brand model, which would enable

the creation of the vision and brand.

Despite the fact that firms report excellent salec performance, open competition is
observed between two or more organisations that produce similar products or
operate in a similar industry. Mottram as quoted in Brands (1998) states that the
key challenge for companies at the end of the twentieth century will be to realise
the potential of their corporate brands. In today’s markets, companies increasingly
compete on the basis of intangible factors and the reputation of the corporation
itself is often the most valuable and least understood commodity. The created
brands must add value to the organisation and assist in the improvement of the
financial performance of the firm. This is the focus of this study, namely: to
nvestigate if re-branding of a company image or logo or brand name can add
financial value to a company. In other words, if the image and presentation of a

company image is changed, will its profitability improve?
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3.5. ABI brand Positioning and Value Chain

The main aim of a company, as outlined earlier in this study is profit
maximisation. Each and every activity that a firm engages in must aim at adding
monetary value. The two Figures below (3.10 and 3.11) show how different
functions of the chain can contribute to the profitability of a company.

¥amn Isfmsaniciune 1
i " The Value Chain
Supper T ALE. Porter i 1980y
Astviich W i
Teehnology Develofeces
Procurement

Isbned  Oporgtioms Onthoued  Markcting  Service M

Loguues Legistics and
falos r
A
At
1{3&1"
L% 3

Primary Xetivities

Fig. 3.10. Value Chain Analysis

[Source:  http://www.marketingteacher com/Lessons/lesson value chain.htm

(Access Date: October 9, 2005)].
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Fig. 3.11. Porter’s Value Chain
[Source: Source: http://www.ifm.eng. cam.ac.uk/dstools/paradigm/valuch html

(Access Date: October 9, 2005)].

Porter’s Value Chain (1985) as depicted in Fig. 3.10 and Fig 3.11 above help to
understand what takes place in the boardrooms of corporate organisations as they
make plans or craft new strategies. In the case of ABI, the inbound logistics
include the sourcing of concentrates and other required raw materials for the
production of consumer beverages. The inputs include, empty crates, bottles,
cleaning detergents/chemicals and a well-coordinated software system which
monitors and follows the movement of commodities from the suppliers to the
production plant. All these inputs are required for production to take place. At the
operations stage, the firm looks at production levels in terms of demand from
customers and finds ways to meet that demand. At the operations stage,
transformation takes place of raw materials into finished goods. The goods
produced require immediate delivery to the firm’s warehouses where requests are
recetved as per sales history and requirements. Some degree of forecasting takes
place at this stage as planners and production managers together seek to meet

required production levels.
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Porter’s (1985) Value Chain has been developed as a tool to assist strategists and
marketing managers identify new ways to create increased value for a firm. The
firm is involved in activities that are geared at designing, producing, delivering its
products. Customer service is vital for the firm to increase its output. The
customers” needs must be met as the products are delivered and displayed in retail
and wholesale outlets. The companies that survive the challenges are those that
realise the importance of producing quality products for the marketplace. These
products will be identified with the brand name or the image of the company. If
the symbol or logo of the company portrays quality service and customer
satisfaction, it is likely to draw more customers and thereby contribute

substantially to the financial profitability of the firm.

The concept of re-branding of an organisation’s logo or image inevitably brings
an element of change. This takes place when a company realises that it is going
though a period of inertia. Innovation can inject new life into the organisation if
all parties involved contribute towards programmes that bring success. In the case
of ABI, changing the appearance of the logo injected new commitment and drive
for the company to improve in several areas of its operations. Sales, distribution,
marketing and merchandising principles improved markedly, as an increased
awareness of the new ABI brand was felt amongst its customers. The findings in
Chapter 6 will explain further the issues of the business operation of ABI, and

how respondents reacted to the new brand image.

The marketing and sales stage communicates information to the buying
department on the levels required for production, and how sales levels are to be
achieved. In terms of ABI and CCSA, an agreement was entered into on
advertising and marketing strategies. This agreement entails that CCSA designs
and produces all the advertising materials used in marketing of the products and
ABI does the execution in the outlets. All promotions are planned and coordinated
by CCSA who contract advertising agencies to put together a complete package of

advertising materials required for any given campaign.
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Brand equity requires an understanding of the inputs that are associated with the
creation of a strong and promising brand. In re-branding, the new appearance of

the brand requires a certain degree of well thought out aesthetics.

Keller (2003) lists six criteria which are used in designing a new brand and which
can lead to brand equity:
1.  Memorability;
1.  Meaningfulness;
iii.  Likeability;
iv.  Transferability;
v.  Adaptability;

vi.  Protectability.

The created brand has to compete in the marketplace with other existing brands.
In the case of a re-branded image, the new appearance still has to find its place.
As indicated earlier in my discussion of positioning, the ultimate goal is to create
a brand that will gain its rightful place in the minds of prospective customers.
When the new brand is created, the firm will need to build that brand. The
position of the new brand in comparison to its competitors, will determine

whether the brand achieves its goals or not.

This debate suits marketing managers who have very little or no inclination to
understand brands from a financial point of view. As a result, Keller’s
understanding and interpretation of brand equity is disputed by Middleton and
Dalla Costa:

Brand equity is a phrase of great interest and current to the modern
marketing community, but it is also often used imprecisely. Many regard
equity as a synonym for image, value, character, or precisely — another
metaphor for the perception, substance and worth of brands. In fact, equity in
the context of brands is essentially a financial concept. It is the bottom line —
the specific dollar worth of a product or service, beyond its physical and
delivery costs, that is realised because of the impact of its branding
(Middleton and Dalla Costa, in Haigh, 1999:24).
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A company can be identified by its products or company name which develop into
its brand name and as a result become synonymous with the type of
products/services it delivers. All the attributes of a product or service are tied up
in the image of the company. If the products/service performs well in the market,
the bottom line is likely to improve. The argument put across by Middleton and
Dalla Costa makes sense, especially in understanding modem accounting
procedures and value of a company’s equity. It will be further argued in this study
that the impact of a brand should also have intangible financial value. This will

follow the understanding of the power of a brand name in the market in relation to

its financial performance.

Brand equity is not just about those attributes outlined by Keller (2003), such as a
brand’s meaningfulness to the customer or to the market, memorability,
likeability, transferability, adaptability and protectability. The brand name must
also have financial meaning and value to the company. Middleton and Dalla Costa
continue to strengthen their position by stating that, “... the impact of branding — is
at the core of brand valuation. Reliable brand valuations depend upon
understanding and predicting the relationship between two distinct elements of
brand equity. These elements can be described as: the marketing measures (the
impact of branding) and the financial measures (the physical and delivery costs).”
(Middleton and Dalla Costa, in Haigh, 1999:24)

As the brand creates an impact, it establishes itself in the marketplace through
marketing activities such as promotion or positioning in relation to price, place or
the actual product or service. The quality of a product—which is essential—and
its availability equally combine to create the satisfaction that customers require.
Marketing activities lead to an increase in sales figures, which can be attributed to
several factors including positioning and product loyalty by customers. The
financial measures consider the costs involved in the distribution of the products

and all other product-related costs.
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The brand equity debate among marketing managers and directors of business
houses goes on In trying to reach compromise in relation to the management
understanding of the impact and results of adding value by the brand name to the
firm. The marketing aspect has its role and it will be argued in this study that both

approaches to understanding the impact of the brand are important in any

marketing strategy.
Haigh argues in favour of both, when he states:

It should be possible to spend marketing budgets more efficiently and grow
healthier brands in the process. It should be possible to identify which
consumer groups to target, which markets to enter or withdraw from, how
far brauds can be extended and what the optimal marketing mix should be

(Haigh, 1999:24).

This aspect is important as it supports the ideas of Keller (2003) in explaining the
importance of the marketing aspects of a brand. There is room for market
execution to take place in order to improve the sales of a particular brand.
Physical presentation of the product, presence of information about the product in
the market place through market execution, including posters, displays, banners
and brochures, can be used to explain the merits and demerits of the
product/service. This increases sales volume, leading to higher sales figures, and
thereby profits, if the margins are well managed and discounts or promotion

discounts given are within acceptable budgets.

Haigh presents more information in relation to the financial aspect of the brand

when he writes:

In crude financial terms it should be possible to spend less yet still add
corporate value. Which explains why, in these times of marketing
accountability, financial analysts, brand consultants and market researchers
are looking for the answer to the “brand equity” conundrum? The optimists
and pragmatists argue that the answer is there to be found in the data, if only
we can use enough intelligence and computer processing power. The
pessimists and theorists argue that there is no discernible pattern in the data

(Haigh, 1999: 24).
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The retumn on the value of the brand should be measurable. It can be intangible but
must be measurable in terms of the value it brings to the firm in monetary terms.
This can be achieved only if the marketing and the financial managers agree on
how they can add value to the firm through the brand. The symbol, logo or name
of the company must have an impact on the performance of the firm. Valuation of
the firm must include the value of the brand. Marketing managers can add
financial value to the firm through the control of their advertising and marketing
budgets. If advertising costs are kept to a minimum, profits will increase, leading
to acceptable net balances in the financials. The value of the Coca-Cola brand is
estimated in the market at US$67 billion. The impact of that brand on ABI is huge
and the relationship between ABI and Coca-Cola is crucial to the survival of ABI
unless ABI develops alternative beverages that can have a similar impact on the

market as that of the Coca—Colé brands.

There are several other variables that have to be looked at in measuring brand
equity. A single measure is insufficient to build an argument on the addition of
value to a firm. When company financial statements are prepared there is a need
for the accountants to capitalise all acquired goodwill and intangible assets of the
firm. Haigh (2000) argues that directors are in favour of increased disclosure of

brand values. On brand valuation methodology, Haigh maintains that:

There are various means of conducting a brand valuation including cost-
based valuations, market-based valuations, and royalty relief valuations. The
most commonly used method however is the economic use method. The
economic use methods consider the economic value of a brand to the current
owner In its current use. Just as analysts value shares by placing a value on
sustainable cash-flows from the business, the “economic use” brand
valuation process is essentially cash — flow valuation (Haigh, 2000:28).

Following the above methodology, Haigh (2000), holds that the cash-flow
valuation method of the brand must take into consideration the financial data
derived from market-related brand forecasts. This looks at the numbers presented
by the earnings of the branded business earnings. The value added to the firm by
the brand has to be considered too. Using the discount rate, the Brand Beta analysis
will look at the risk factors. When all the above factors are taken into
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consideration when making the calculation, the brand value can be presented in

the statements.

The economic value of the brand gives a better illustration of what the firm has in
terms of intangible assets. This takes into account the value the brand brings in
relation to the return on investment. The brand represents the image of the
company and its products and services. Customers develop a liking for the brand
or the name of the company. Some frequent airline customers can prefer to use a
particular airline on the basis that they are familiar with the name of the airline or
the logo that represents that particular airline. As popularity for the airline grows
due to its accident free track record and cost value of its tickets, the passenger
capacity transported by the airline increases and grows, leading to increased
revenue. The brand adds value to the firm in that customers’ perception of the
logo, symbol or image influences the number of tickets sold. In some cases, it is
not because the attributes of a brand encourages passengers to buy tickets to fly on
an airline, but other benefits such as excellent customer service, reliability and

dependability.

The re-branding of the image of the company logo is done with a view to
reinvigorate the image of a company and increase the value of the firm in terms of
its sales revenue. The Marketing department has the challenge as indicated in
building brand equity to leverage the brand using several other marketing related
tactics. Apart from the image-change due to the re-branding process, the culture,
attitudes of staff and the presentation of products/service ought to improve in
order to add value to the bottom line of the firm. This research project looked at
several other variables such as the level of customer service and distribution

potential of the company in relation to its brand.
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3.8. Shareholder Value and Brand Equity

Doyle, as quoted in Brand Management, contends that:

Brands add value by differentiating the firm’s product and providing
consumer with confidence in the rational or emotional benefits it
offers’... Marketers need a more sophisticated understanding of when brand-
building investments make sense. The basic rule is that brand investments
pay off when they generate returns that exceed the company’s cost of
capital... The most important drivers of cash flow are whether the brand can
accelerate growth or enhance prices. If brands cannot produce these effects,
management is better off focussing away from brands to other sources of

value creation (Doyle, 2001:20-21).

Marketers have a very simplistic approach to marketing and always poriray the
issues as if the only aspect of the brand that needs emphasising is the way a brand
can be marketed and thereby increase volume sales in the organisation. Indeed,
the brand adds value in the way it develops and sustains confidence in the minds
of the customers as they purchase the product and/or service. All the attributes of
the product are determined and the customer weighs the benefits and decides to
buy the product or use the service. The name of a car rental company can have an
image due to customer service and the appearance of the vehicles hired out. If the
service 1s good and the presentation of the vehicles is of high quality, the
customer is likely to make a repeat order for the service and recommend others,
thus increasing the demand for their service and the revenue of the firm at a

competitive price. This serves to differentiate a firm from its competitors.

Both marketing and branding are used in the formulation of strategies for a
company. It has been indicated in Chapter 2 that the CEO who passes it on to the

board and line management who determine how this strategy can be implemented.

4 See also, Aaker, D. A and Joachimsthaler, E. (2000) Brand Leadership, New York: Free Press;
Pringle, H and Gordon, W. (2000) Brand Manners, Chichester: John Wiley.
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In developing brand equity, brand names are crucial in the whole process of

marketing an image or a product. Keller explains the importance of a brand name

by stating:

The brand name is a fundamentally important choice because it often
captures the central them