Metadata, citation and similar papers at core.ac.uk

Provided by Research Papers in Economics

The 24" IMP Conference, Uppsala, Swedeli;6' September 2008

The Interorganizational Dynamics of Brand Alliances

Loic Sauvée*
LaSalle Beauvais Polytechnic Institute
and Université Paris-Dauphine, Research Center DRWR CNRS 7088, France
*Corresponding authorPostal and email addresses: LaSalle Beauvaiddeblyic Institute, 19 rue Pierre-
Waguet, BP 30313, 60026 Beauvais Cedex, Francatl: daia.sauvee @lasalle-beauvais.fr
&
Mantiaba Coulibaly
Université Paris-Dauphine, Research Center DRM, UBNRS 7088, France

Abstract

The objective of the research is to put in evigethe interorganizational dynamics of brand allec
More specifically the aim of the paper is to idfntihe business-to-business interactions withinnbra
alliances through the governance adaptations thatiroduring a period of time. We show that these
governance adaptations result from external (comngetpressure, value perception by consumers and
customers) as well as internal forces (objectivebexpectations of the partners, network positicespurces
of the partners). Consequently the level of stibilh the long run of brand alliances can be linked
organizational factors. To do our demonstration prepose an analytical framework that combines IMP
concepts with theoretical works on dynamics ofteg& alliances. The methodology follows the céselys
approach, with an empirical application to two epées of brand alliances: a certification brand wath
banana brand on the Fair Trade market, and aniadsacbrand with a processed pork brand on thdtthea
food market.

Keywords: alliance, brand, dynamics, inter organizéional relationships, interaction, network

1- Introduction
The objective of the research is to put in evidetheeinterorganizational dynamics of brand alliamatefined

as “a combination of two or more existing brands ia joint product or marketed together” (Kelle903).
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More specifically the aim of the paper is to idfntihe business-to-business interactions withinntira
alliances through the phenomenon of governancetatilaps. We show that these governance adaptations
result from external as well as internal forces.

To do so we propose an analytical framework tloatlines IMP concepts with theoretical works on
dynamics of strategic alliances. In previous wof®auvée and Coulibaly, 2007), we have shown that th
value creation process is crucial to understandaawadlyze brand alliances from a network perspectngeed
the value creation process of brand alliances sbadk to the resources that are mobilized by thenees.
Thus the in-depth study of the network form whérese resources are embedded is an initial stefhéor
research. But, following numerous authors, we ssigifiat a complementary analysis of dynamic presess
necessary. Indeed the value creation process imdlaifiances is not given in itself. It is a dynarbuilding,
affected by external (competitive pressure, valeregption by consumers and customers) as welltesal
forces (objectives and expectations of the partnegtwork positions, resources of the partners). In
consequence the partners involved in the brandnalli will constantly redefine governance mechanisms
order to mitigate risks and hazards, and maximatae:

The paper is organized as follows. In a first §a)t and following the literature in the IMP trédn
and works on strategic alliances, we identify sdwe elements to be acknowledged in the analysisnWe
propose an analytical framework crafted to studydinamics of brand alliances from an interorgdioral
perspective (3). In a third part (4) we apply thiEsnmework to two case studies of brand alliances their
afferent organizational forms. We identify the maiements that explain the level of stability ahd tong
run dynamics of brand alliances. Finally we devetbp managerial implications and we propose some
organizational and business-to-business key sutaetsss for partners involved in brand alliancgks (

2- Theoretical backgrounds: combining IMP conceptsvith literature on strategic alliances

Brand alliances, seen from an interorganizatioeasective, necessitate the mobilization of complesary
research streams. In a first section (2-1), we shibw the relevance of the internal tension apgrobt a
second section (2-2) we will see that the concéjiteraction is also an important theoretical cifmittion.
Finally in a third section (2-3) we identify theegpficity of the concept of governance in strategjitance
settings.

2-1 The internal tension approach

We will follow Das and Teng (2000, 2002, and 20@3)their view of strategic alliances in a dynamic
perspective. We will consider that “strategic altias are the sites in which conflicting forces dmye(Das
and Teng, 2000:84). Thus the starting point of analysis of brand alliances from an interorganizetl
point of view is thus the idea of forces that wilape the on going process of alliance transfoomafrom
initiation to termination. For Das and Teng (20QG8gre are several explanations of strategic alianc
instability, and these explanations can be appliadtatis mutandis, to brand alliances: transactiost-
economics (with the role of opportunistic behayiogame theory, resource dependence/bargainingrpowe
agency theory. Another stream of literature on tegia alliance is mobilized: the Das and Teng
conceptualization of an alliance seen as an ‘ialeansions’ system (Das and Teng, 2000).

Following Selnes and Johnson (2004) insights, wkecansider that “effective marketing strategies
are found when there is a good match with resoatlmeation and organization, and one type of value
creation.” (Selnes and Johnson, 2004:126). In gitiodinal approach, several features main affeist good
match and therefore modify the equilibrium of thedwork form. Therefore the tension within brandaaltes
is to be found in the intrinsic instability of thisatch.

We will consider, following Ebers and Grandori 989 that interorganizational relationships are
inherently instable and from that point of viewiaalices based on brands are not different. Eber&aamudori
(1999) characterized these “evolutionary forcepasome-driven feedback loops”. This instabilitytasbe
related to changes in actors’ resource base, togelsain actors’ information base and to actorseesgtions
of their network partners’ behavior and actionsgiisband Grandori, 1999). The changes in actorsures
base, following the resource-based view of the firgflect the fact that the partners “reduce theidiity of
their resource bases and thus gradually destrofothelations on which heir relationships rests” €Eband
Grandori, 1999:277). The changes in actors’ infdromabase and actors’ expectations also reflectdéa of
evolving initial conditions inherent to any partaémvolved in a network.

2-2 Interaction processes within brand alliances

Being a value differentiation strategy, brand alties are prone, like any other type of brand diffdation
strategy, to value erosion. One could say thatkemther types of alliances, the volatility of thenefits of a
brand alliance is a key characteristic. The chapgnvironmental conditions like changing consumer
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behaviors, market conditions and technology skftisaffect greatly the evolution of the brand aliices. All
these changes are factors of instability and migctathe value of the differentiation but, more organtly, it
also may affect the value creation process devdldpethe partners during the initial stage of tmand
alliance. Consequently it will be necessary to fothe analysis upon any types of interactions withie
business network and between the business netwatkita environment. The importance of interaction
processes has been widely acknowledged in the ifgiture (Hakansson et al., 2004).

Following Ritter and Ford (2004) we suggest clagasif the interacting process into three categories:

- Interaction within existing relationships. As feitand Ford argue, “a certain level of confromtatfand thus
conflict) is needed in relationships to allow thémdevelop further, to reinvest themselves.” Insile
existing network, one of the partner or even the déivthem will develop identify new opportunitidst could
affect the existing relationships.

- Choices about position in the network. This gioesis especially crucial in brand alliances. Tiaue of a
brand is highly dependent upon the value for thectlior indirect customers. Being able to modifig tralue
for instance in developing new marketing channelsugh e-commerce will raise the perceived valuthef
brand and consequently improve the network posifahe owner. In the words of Ritter and Ford (@20the
company has the choice between “consolidate byligtaly and strengthening its existing network piasi”
or “create a new position by changing the combamadf its existing relationships or developing newes”.

- Choices about how to network. The partners haaaynpossibilities between ranges of modes of cgntro
from total ownership to informal agreements. Ineotivords, the interaction process is also concéttm ow
to concede and how to coerce.

We will broaden the perspective on interactionbusiness networks with the work of Olkkonen e(2000).
Indeed brand alliances are often loosely coupleinless networks, or, in the term of Blois (2004)sel to
‘market forms’. For this author, the market formmifke a business network) takes as its focus adiproduct
family. A brand alliance is a situation where diffiet organizations will impact the creation of valvithout
real exchanges. For instance, considering theablaformal communication exchanges in brand atles)
there is an important role of broad communicatimotpsses. These communication channels are widsbdb
on interpersonal links (“the lower level of interpenal communication processes”, in the words ék@ien
et al., 2000). Network forms in brand alliances @mplex organizational forms with a focal net sunded
by direct and indirect partners. In a dynamic pectige, it is thus necessary to identify, withimsthmarket
form’, what are the different categories of intei@us.

2-3 Governance

In a comparison between the classical strategicagement literature with the network approach, Hékan

and Deo Sharma (1996) suggest that a major differdretween the two “lies in their emphasis on the
governance structure in strategic alliances” (Ha&kan and Deo Sharma, 1996:123). For the strategic
management literature, the legal structure (foromadtract) will define the respective contributioofsthe
partners. For the tenants of the network approaébrmal exchanges, mainly due to cognitive limdas of

the human brain and the complex environment, acessary to develop and “appropriate process tterela
and coordinate activities and resources with thentpart firm” (Hadkansson and Deo Sharma, 1996:124
Consequently we will consider the status of intkoas as the basic line of governance modes. Wk wil
combine the two approaches: formal and informakgoeance mechanisms will be considered.

Following Wilke and Ritter (2006), and Ritter (200 we will thus consider the question of
governance in relation with that of level of an@ym business-to-business marketing. This quessoof
tremendous importance and not only for analytiealsons. Indeed we will see that important evolstiare
observed on the ground in the distribution of goaece functions and contents between macro, mao an
micro levels. Usually devoted to the dyads, thédaement of interorganizational research hasngssively
shifted towards firm’s net and network (Ritter, ZDOWe will consider in our analysis the three lsvef
analysis: the dyad constituted of the two brandewnthe network form that may surround the bramders
(and especially when this brand owner is a complganizational form such an association or a caajwer
for instance), and the macro level of the globatketisector, especially norms and standards defitate
macro level institutions. As stated by Ritter (2D0Fe different levels (...) do not exist in isolati nor are
they researched separately. Rather the interplayelea the different levels is most often reportedtudies.”
The interaction processes is thus part of the aisalBut we follow Wilke and Ritter: “the differetavels of
analysis must be treated as quasi-isolated bub@plementary connected in our efforts to understied
overall picture” (Wilke and Ritter, 2007:51).

The strategic management literature also giveserotihteresting complementary insights on
governance. For instance the works of Reuer, Zatid Singh (2002) with their approach of governance
change in interorganizational alliances will be mimbd. These authors propose an analysis of ‘falka
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adjustments in collaborative agreements (...) byysihgdthe occurrence and determinants of post-faonat
governance changes in alliances” (Reuer et al2:238). The question is then the nature of thesemance
changes: what types of structural characteristicewvolving mechanisms should be studied? The asithor
distinguished three types of ex post governancengd®m contract alterations, joint board or commijtte
monitoring mechanisms. For instance, contractuahghs (or contract alterations) may include modatiiia

of royalty percentages paid by the licensee; jbidrds may evolve in size and/or composition; nuoimig
mechanisms such as liaison desks may be instialized. These changes reflect the fact that “tha’'é
accumulation of experience with alliances is seepraviding the firm with different types of exped and
capabilities in forming alliances and managingrteeblution” (Reuer et al., 2002:138).

3- Analytical framework

From these seminal works on alliance instabilityeiactions and governance we develop a theoretiodkl
for the study of interorganizational dynamics ot alliances. It is based on three componentsth@)
identifications of the main changes to be obselwegsource base, actors’ information, actors’ eigeon;
(2) the induced modifications of internal tensiom&ire or less cooperation / competition; more ss légidity
/ flexibility; more or less short-term / long teronientation; and (3) the identification of ex pgstvernance
changes (monitoring mechanisms, contractual prassiboards etc).

The global conception of this analytical gridnsthe line of reasoning with Poole and Van de Ven's
(1989) conception of a process. Brand alliancadyitamics, from an interorganizational perspectiae no
particular life cycle and their future is unpredicie. Doing so, we then develop the idea of a diale
evolution of brand alliances base on a few strattwomponents of their afferent network form of
organization.

Following research antecedents on interorganizatidynamics, we will adapt our analytical grid to
the contextual aspects of brand alliances detaitexve: changes in internal and external conditibas have
affected more or less the value creation processanfd alliances; the interaction processes betwadners
in the brand alliance (inter individual as well interorganizational processes); the tangible resufitthese
interaction processes: governance adaptationstargjes. Let us detail these components.

(DThe change in internal initial conditions (resoel base, actors’ information, actors’ expectadioasd
external initial conditions (market changes, consighexpectations...). Following Ebers and Grandori
(1999), we consider first that internal initial clitions are a necessary step to study interorgtnizd
dynamics. An alliance is generally crafted to explifferences in resources. For instance, in brallidnces,
complementary attributes may induce spillover affedMarket access, contact with new customers or
alternative marketing channels could also be oppdiés. This is the same with actors’ informataiyout for
instance market predictions. Ebers and Grandokietinthis question of information with that of mutua
adaptation and learning. They suggest for instémae“the discovery of greater goal differences aunltural
diversity among partners may lead to the premagurraination of a relationship”. Expectations ar¢ stable
either: they may evolve through acquisition of mmfation or because of internal changes (a new brand
manager for instance). The study of changes inrexteonditions is directly linked to the value atien
process. We suggest that phenomenon such as ar ighwetitive pressure, changing behaviors from
consumers or new legal rules may affect greatlyhteand alliances. Indeed the value of differertdiatis
extremely fragile, and these external factors riedst incorporated in the framework.

(i) The modifications of internal tensions betwepartners through permanent interaction processes:
identification of cooperation/competition evolutin rigidity/flexibility continuum; short/long term
orientations of partners. For Das and Teng (2000222003) the role of an internal tensions framéwi® to
identify the main conflicting forces that will exgoh the “intrinsic vulnerability of alliances”. Batlliances are

not only instable they are also unpredictable.hi@ ¢ein of Van de Ven research works (Van de Ve an
Walker, 1984; Van de Ven and Poole, 1995; Doolay an de Ven, 1999), Das and Teng consider that the
logic of alliance dynamics is dialectic. An importaconsequence of their conception is the focutheir
analytical framework on processes and the resudiffects, without any claim about what could beftitere

of the alliance. They distinguish three types dfpatior elementary ‘pairs’ of conflicting forcesgidity vs.
flexibility, short-term vs. long-term orientationpoperation vs. competition. The rigidity vs. fletity pair
reflects the “degree of connectedness of membets each other in an ongoing relationship”. Then
“constituencies within formal organizations areidig linked with each other”. The problem of stmgite
alliances is the blurred frontier between formad amformal mechanisms. In order to avoid thesadiiffies,

we will consider the degree of flexibility in coandtion mechanisms. Formal contracts, centralizszsibn
rights, financial integration will decrease thexfldlity of these coordination mechanisms. On tlatcary,
informal and/or interpersonal agreements, decémtchidecision devices, autonomy of decision cerabit
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finance or strategic decisions will increase trexiflility. We find here the classical oppositiontieen
hierarchies on the one hand and market instituti@mans on the other hand.

(iii) The identification of ex post governance chan: monitoring devices (boards, pilots, formalsmtiums,

in other words ‘who is in charge of what’); govemea mechanisms (contractual provisions such agatont
schemes, price premiums, rewards, fees and rogjglevernance levels (linked to the level of asigly The
changes in governance, called in the grid ‘goveraaadaptations’ refer to the well known modificadn
monitoring and governance mechanisms (Reuer, ZoltbSingh, 2002; Heide, 1994; Ghosh and John, 1999;
Anderson and Coughlan, 2002). We add the catedaggwernance level. In brand alliances, shiftsriodoict
parameters can modify the governance level: thésjmecially the case in the context of certificattchemes
with their certification brands.

The figure 1 summarizes the main components oatladytical framework.

Figure 1: An analytical framework for the studyimtierorganizational dynamics in brand alliances

Changes in factors’ situation Interaction Governance
during one period of time processes adaptations
Internal Internal Degree of Monitoring
factors factors flexibility in -board
-resource base | -resource base coordination -committee
-actors’ -actors’ mechanisms -network
information information captain
-actors -actors :
expectations expectations Strategic Governance
(In Time 1) (In Time 2) orientations mechanisms
< Of the brand _control
alliance -incentives
External External -selection
conditions conditions Degree of
-market -market ; Governance
- L cooperation
charactenst,lcs charactenst,lcs between the levels
-customers -customers brand -macro
expectations expectations OWNers -network
-legal aspects -legal aspects -dyad...
(In Time 1) (In Time 2)

4- Empirical research
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We will firstly present our research methodologysdxh upon a qualitative approach of case studidy. (4-
Then we will give a detailed description of the teases of brand alliances (4-2). We will finallyphpthe
framework of the cases (4-3).

4-1 Research methodology

The empirical part is based on two case studidwarid alliances and the evolution of their netwfmkns
over one period of time. In these two case studfdzrand alliances, actors in relation mobilizedowrces,
implemented governance mechanisms (such as owpecsinitracts, incentives, internal or external casj,
and defined strategies to mutually defend theiitippsboth on the market and within the partnershipus,
beyond the combination of their brands (strong eakvor of equal force) at initial time, the evabutiof the
global value creation process in an alliance isglt@ned by the interorganizational dynamics.

The methodology set up for these case studiesaged upon previous theoretical works on
longitudinal approaches (Eisenhardt and Graeb®®7)2and of their application in industrial marketicases
(Dubois and Gadde, 2002; Dubois and Araujo, 20@072 Other research works on longitudinal studies
must be acknowledged. Pettigrew (1990) and Van eie &d Huber (1990) made a distinction of methods
when studying organizational changes: some appesaahe centered on antecedents and consequences of
changes and other approaches are centered on érgesroe and evolution of organizational change \Mfeor
de Ven and Huber, the second approach “requirespaodess theory’ explanation of the temporal oraled
sequence in which a discrete set of events occurasgd on a story or historical narrative. In tewwhs
causality (...) this approach explains an observegesace of events in terms of some underlying géinera
mechanisms or laws that have the power to causetsev¥e happen in the real world and the particular
circumstances or contingencies when these mecharogperate” (Van de Ven and Huber, 1990:213). Our
research methodology will follow this process viefaorganizational change.

The case study research protocol is done in tire afeYin (2003). The selection of cases is done
according to previous research works on brandraiéa. We have adopted a qualitative approach wetlhuse
of semi-directive interviews to collect data. Aatioig to Eisenhardt and Graebner (2007), interview very
rich source of information that facilitates datallection, especially when the phenomenon is highly
occasional. This is the case of brand allianceshvhave products with short life cycles. We haveied out
interviews principally in face to face becausesiiablished trust between the interviewer and ttenitewees.
The latter is also more likely to give detailedaimhation to the interviewer in comparison to redsids/
telephone or email. Through the case study metlotave obtained a great number of details conagthm
circumstances in which the various types of brallidnges occur. In order to succeed with the iritamv
methodology, Eisenhardt and Graebner (2007) adoisarry out discussions with the organizationabiscat
various hierarchical levels, in different sectali$erent groups and geographical places, actofs oiner
organizations like external observers, etc. Thuesjnterviewed different actors on the two marketsoerned
by the alliance: with owners of the brands, margtdirectors and persons in charge of association o
company. Also we interviewed partners who are eudly related to alliance.

Thus, to collect primary data, we did 15 semi-dikec interviews in face to face, 6 interviews by
telephone (that lasted on average one hour andf)aahd we sent 4 questionnaires to get additiateddils.
These primary data were supplemented by annuaitsepbactivity, the reports of the board of dist our
participation in conferences organized on the ntarkehere alliances take place. Regarding the data
processing, we used the method of content analydier recording the interviews, we progressively
transcribed them (after each interview) to enslieestfeguard of information and notes during inésvs. For
the data processing, we used qualitative data psotg software ‘QSR Nvivo 2.0’ to identify the topiof our
analytical framework in the interviews. This softeralso enabled us to make classification withoavinmg
away from paper and traditional method of informatianalysis (topics). To do the coding, we used a
dictionary which presents topics of our analytigat. According to our framework, these topics enanges
in factors’ situation during one period of timetaraction processes, and governance adaptations.

4-2 Presentation of the cases

(i) Case 1

Our first case study relates to the alliance betwtee private certification brand Fair Trade (Maavedlaar
association or hereafter MH) and a banana brand(@#éFair's company). MH is an association with no
lucrative goals which offers outlets for trade toqucers. The brand Fair Trade is a promise oteaktivalue
releasing a strong image for the product and pesditributes on the market. AgroFair is a banamaorter
that buys bananas to producers in developing cesnto sell them to developed countries (indiyetdl final
customer via hypermarkets) (Sauvée and Coulib&972
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Indeed the sales turnover of MH's labelized prdsluncreases because a great part of consumers
(78% in France) consider that MH'’s products resglfirom the Fair Trade have a good quality. Amoimgen
labellized products, banana is growing on the ntavke alliance between MH and AgroFair aims to poben
and to commercialize Fair Trade bananas througtgaal distribution of the benefits between actors.

MH and AgroFair are thus in relation with produgeatistributors, organizations of control (like FLO
Cert, Fair Trade Labeling Organization, a certifymrganization) and final consumers. FLO Cert defithe
rules of operation and writes the schedule of day@s. FLO Cert grants certification and ensurescd. By
granting its license to Agrofair realizing the pagmhof a royalty, MH checks that information onrFaiade
bananas is in conformity with the standards ofrtfa@ket without being responsible for quality. Thinghe
relationship, MH seeks to protect its reputation amage of its strong brand via the Fair Trade epic
Agrofair permanently wants to improve its imagepintting in front of access its brand Oké. This pos
rivalry fuels the interorganizational dynamics betw the partners (Sauvée and Coulibaly, 2007).

(ii) Case 2

The second case study is an alliance between #mal lmf health nutrition Omega 3 from Bleu-Blanc-Qoe
association (hereafter BC) and the private bramdifyl Michon belonging to the company Fleury Michon
(hereafter FM), a food company which sells proocggsark products. BC, an association with no lugsati
goals, promotes the use of flax in animal and hufoad with Oméga 3 (Sauvée and Coulibaly, 2007).

BC’'s concept from Omega 3 consists to give feednimal (mainly flax seeds): the animals (for
instance pigs) concentrate Omega 3 and make them amailable for consumers in a context where jembl
of obesity and cardiovascular diseases have inetle&C success is thus strongly related to theackenistics
of the nutrition health market with very specifiogucts’ attributes.

This association is composed of members such ak paducers, retailers, food companies,
consumers and their associations, feed compamethel alliance, BC animates the scientific stemil
studies) and contributes to the communication afothe Omega 3 ingredient. FM takes care of the
distribution of its products with the brand Fletsjchon and the logo BC Omega 3. The presence sfldigio
is conditioned by a payment of royalty to BC. FMdsmmitted to respect like all the other members
(producers, feed companies, distributors...) tly@irement specifications and the rules of procedeteaup by
BC. The control committee of the association chelksapplication of the user requirement specificest

The scientific committee defines the researchntai@ons as well as publications, takes part in the
development of the nutritional speech and ensuresbbnd with the research institutes. This commitse
composed of specialists who are members of BC. Tthen marketing commission manages the
communication budget, defines the communicationtastda and the market and consumer studies.
Considering the importance of the topics for mersparneed for a tighter coordination has progressiv
emerged (Sauvée and Coulibaly, 2007).

4-3 Results of the case study research

We will apply our analytical grid in following ththree-step level: identification of internal andiesral
changes between T1 and T2; modification of inteteakions between partners; governance adaptatidn a
changes within the network forms.

But in order to apply properly our analytical grile internal tensions perspective will be focused
two or three leading facts. These facts reflectntlagor changes that have been observed duringetfiedpof
time; either concerning the internal factors (sashiesource base or actors’ expectations aboatlihece) or
concerning the external ones (market conditiomgllenvironment etc.).

These facts will act as major drivers of changéhi brand alliance. These major drivers of change
will modify the internal tensions between the pargnin the brand alliance. Following Das and Te2@0,
2002, and 2003) in their approach, we will put $tress on the results of internal tensions betweenwo
partners in the alliance. Consequently the govemmasiructures will evolve, and this will be ideisd
through three components: monitoring proceduresitrob and incentive mechanisms, governance levels
(figure 1).

Case study 1: Max Havelaar/Oké-Agrofair
Initial conditions in this case differ greatly: a&lvestablished certification brand, Max Havelaas lprovided
its image of fait trade products to AgroFair argldtand Oké. After a few years, some major chamgdsese
initial conditions have occurred and can be sunmzedrin two major points.

Firstly, the market for Fair Trade products haswgr rapidly for several products categories,
including bananas. Considering the internal coodd;j this rapid evolution has change the commuoitat
policy of Max Havelaar. The organization decidedingrove its links with final consumers through a
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development of market communication. But at the eséime and for the same reasons AgroFair tried to
extend its product range from bananas to tropiagt {mangoes, citrus for instance) and also detite
develop its communication policy. The global evigntof the market is therefore a way for the padne the
brand alliance to widen their influence. So we say that actors’ expectations about the allianoge ha
somewhat changed, with a real internal evolutiotheir financial resources.

A second important evolution in the case studyéslegal environment that will necessitate a fdrma
separation between the certifying organization EL&t on the one hand, FLO who defines the ruleshéanx
Havelaar who markets the products indirectly thioitg license, on the other hand. In doing so,rtie of
Max Havelaar, as an organization, is to refocusaitvity on the communication policy towards final
consumers. But without real production activitieshe agrifood chain, its position may be weakened.

Table 1 gives the main features of this evolutmmthe three components of the framework with this
example of the case 1.

Case study 2: Bleu-Blanc-Coeur/Fleury Michon

In the second case study, three facts seem parlicuelevant. There is also a rapid market expangir the
products with nutritional allegations. So the numbemembers has increased significantly since 2€a0.
The resource of BC being related to the amoun¢e$ fthe association has increased its financsslilpties.
Consequently the expectations of the associativa baen enlarged and have moved towards new olgscti
Initially, the objectives of BC were centered om #mowledge about nutritional benefits. The objexts now
to promote the use of flax in more and more agdfabains, thus reflecting the necessity to increhse
market. Simultaneously, the resource base of tlsec&sion has grown significantly, mainly in human
resources.

A second fact in external environment has alsecédd the situation: the new legal aspects conugrni
nutritional allegations. Created in 2007, the legahstraints concerning nutritional allegations énawo
consequences. The first one is the fact that $Higely to be more difficult, in the future, to méain the price
premium for products with Omega 3 allegations: ¢benpetitive pressure from other products and market
will be heightened. The evolution of legal rules@mrages BC to undertake complete clinical studies.
recent study is related to the metabolic syndromeerveight and obesity). BC also carried out sdvera
researches with hospital and veterinary researotereto show positive impacts of Omega 3 in huiuaah
animal nutrition.

The second consequence stems from the first dve:BC association must clearly develop its
differentiation on other aspects than nutritiondégations, for instance sustainable developmentall
production etc.

As shown in table 1, in case study 2 the intetaakions situation between the partners is clearly
oriented towards increased coordination mechanemismore cooperation between the partners. Butewhi
the orientation for the BC association brand isudiestated, the Fleury Michon orientation is lekesar.



Abstract preview

Table 1: An internal tensions perspective on inganizational dynamics in brand alliances

Degree of flexibility in
coordination

Orientation of the

brand alliance

Degree of cooperation
between brand owners

mechanisms
Case study 1: Max| Creation off « For Max Havelaar| » Strong information
Havelaar/Oké independent certifying development of & exchange between tf
associations andconsumer orientationtwo partners
evolution towards with a new| « Continuation and
norms and standards | communication development ol
e FLO cert giveg strategy information exchange
accreditation rights toe New global| about markef
producers orientation for Max| conditions
. More external Havelaar becauses Some divergences i
controls on list off necessity to separafecommunication
specifications (fon certifying from | objectives and imag
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Governance changes and adaptations

In the two case studies we have put in evidenceitapt evolutions of the initial conditions duriadimited
period of time. We have shown that brand alliantiks,any other form of strategic alliances ardabte by
nature. Due to internal and/or external evolutidhs,changing equilibrium between the partners midify
the relationships between them. Let us now conglieiconsequences of these facts on governancgehan
and adaptations.

In the case study 1, the main feature that has bbserved is the development of different levéls o
governance with a complementarity of functions. Madue to an important market expansion for Faade
products, it shows that, to maintain their effidgnthe partners try to improve the way the allans
conducted. Consequently, the internal tension ibgwin is somewhat contrasted. While the two direct
partners, Max Havelaar and Agrofair, benefit frdrs texpansion and increase their cooperation poliey
links between Max Havelaar and the certifying orgaton could diminish in the long run. Concernithg
governance adaptations, we highlight the developrogérexternal enforcement mechanisms such as Fair
Trade certification schemes. This multi level goaarce may affect in the long run the differentiatstrategy
followed by Agrofair and jeopardize the situatidrivtax Havelaar with regards to its direct clients.

In case study 2, the situation is quite differéfite BC association has clearly extended its role
towards several directions. Unlike Max Havelaae, teputation of the logo was very limited and, tigio a
rapid market and expansion in the number of memlleesobjectives have changed. The governanceeof th
BC network has thus evolved with a specializatibg@sernance functions. The scientific, communimati
sales force and control functions are the main todng authorities. The decision processes witthia t
association are thus highly integrated. BC asdocdiatcts like a quasi firm or more precisely likelab (on
clubs and club goods, cf. Torre, 2006) and has bbénto develop its reputation. This fact is cbo@ted by
the importance in the number of the new comersmsdme cases by the reputation of their brands.

Table 2: Governance changes and adaptations il lathances
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Case study 1 Ma

Havelaar/AgroFair-Oké

xCase study 2:
Coeur/Fleury Michon
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|
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O A R

dyadi¢

e

hd
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Our analytical framework of inter organizationalndynics is thus applied to the case studies. Irethese
case studies, created sometime ago, it is postibldentify significant evolutions in the value at®n
processes. According to this framework, we identlify main changes that falls into three broad ceaieg;
main changes in resource base, in actors’ infoonaind in actors’ expectation. It is shown for amste that
the expectations of the partners have drasticdllgnged, notably because of modifications in market
positions. Internal tensions have somewhat ariseonie of the two case studies, while the other setem
develop a long-term orientation with a clear coapen strategy for all the partners which are memloé the
association. Finally, the governance changes tieaidentified show the main evolutions within thetwork
forms, with the creation of new devices, new caritral provisions, complementary enforcement procesju
new roles for the committee boards.

5- Managerial implications and concluding comments
The brand alliance seen in an interorganizatiogahthics perspective has many interesting implioatifor
the managers. First of all, the partners in thearatke have different level of relational experienthis
experience effect will impact the performance af tirand alliance. We have seen in particular the @b
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market information in the constitution of this expace. We suggest that the relative scope of marke
positions will directly influence the benefits fraime alliance.

The question of initial conditions and the role tbe alliance formation stage have also to be
acknowledged. We have seen in the case studiediffeaences in brand reputations between the tiamdis
in the alliances at the initial stage have orgaitpal consequences. This asymmetrical situatiaesstates
from the partners resource adaptations. The alditgdapt through resource acquisition linked ® \thlue
creation process is thus critical. The charactesistf contributed resources will significantly et alliance
conditions. For example, as suggested by Das ang [@903), “partners with imitable resources gkelyi to
loose their mutual dependence rather quickly”.

Our research puts in light the interests of cummndaknowledge and the links with alliance
performance. In a longitudinal approach, it is fassto identify some features such as the reputatif the
brands, the possible conflicts occurring betweea tlartners and the interdependencies leading to
opportunism, and to correlate these features Wilotitcomes and benefits of the alliances.

Some preliminary results emphasized the importariceome characteristics of brand alliances for
their stability: the nature of collective resourdieged to the alliance, the effects of opportunishe balance
of power and the rise of a symmetric partnershiypeeially in considering the level of the spillowdfect
between brands (and its evolution overtime).

The main result of this research is to show tindine of reasoning with our previous works onrizia
alliances, the understanding of brand alliancewgian towards expansion, termination or stabiliyeot be
separated from interorganizational aspects. Foligwfan de Van and Poole and Das and Teng analf/sis o
organizational dynamics, we think that there ardifeacycles in brand alliances: the logic of tlignamic is
dialectic and mainly found in organizational coments. In other words, the evolution of brand ati&ns
unpredictable and is the results of contradictorgds between the partners that will modify permégdhe
network form. But being unpredictable is differértm having no rationality. To be intelligible, veeiggest
that the study of brand alliances dynamics shoutdd on a few key organizational aspects.
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