
Halmstad University 

School of Business and Engineering, Sweden
Master’s program in Management of Innovation and Business Development 

Int. International Marketing, 120 credits. 

The challenges of brand innovation in

different brand portfolio strategies

Master thesis in Management of Innovation and Business Development, 30 ECTS

Final Seminar Date:  30th of May 2014  

Authors: Zaoxuan Xu  900403-T275 

Supervisor: 

Examiner: 

Henrik Florén 
Jonas Rundquist 



Abstract 

In today’s knowledge-based economies, the global competition has become fiercer. In order 

to respond to competition and gain a competitive advantage or, in some cases, survive, 

companies take a variety of means to strengthen their competitiveness. Companies that do not 

assire effective ways to innovate their brands fail to defend or gain a larger market share and 

there is also a risk of losing their occupied market share. It is therefore important for 

companies to innovate their brands effectively.  

The purpose of this thesis is to identify the challenges related to brand innovation in the context 

of two different types of brand portfolios (i.e. “the house of brands” and “the branded house”). 

In this thesis, I use a case study to analyze three cases in one company to better understand 
the importance of brand innovation and its challenges. In order to gather data, I interviewed 

respondents from the Chinese company Haier which is a large home appliance company.  

This study helps companies to understand the challenges of brand innovation a company face 

depending on its brand portfolio strategy. In addition, the study shows that is important for 

companies to make the right decisions when they innovate their brands, and to learn how to 

overcome the challenges of brand innovation.  

Key words: Brand innovation, Brand portfolio, Brand innovation model.  
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1. Introduction

In introduction chapter, the author divides it into three parts (Background, Problem Discussion, 

and Purpose & Research Questions). The first part begins with a brief presentation that is 

aimed at introducing the subject and highlighting its significance. In the second part, the author 

pays attention on the problem discussion where it demonstrates the importance and the reason 

why I focus on this field. Lastly, the purpose of this research and the research question will be 

referred.  

1.1 Background 

In today’s knowledge-based economies, the global competition has become fiercer (Kuzler, 

2012; Simon, 2004). In order to respond to competition and gain a competitive advantage or, in 

some cases, survive, company takes a variety of means to improve its competitiveness (Sicco, 

2005). One of the most important means is that the company expands and innovates its brands 

to sustain its competitiveness (Davis, 2004). Nowadays, more and more consumers value the 

brand of the company from which they buy products. The brand stands for not only the product 

itself, but also a comprehensive image of the company (Adrian, 2011). Furthermore, consumers 

choose products according to the brand of company. Consequently, companies pay more 

attention on building their brand, for example, Coca-Cola pay more than 2.9 billion only on 

advertising in 2010, and Coca-Cola have not changed its products and receipt for decades 

(McWilliams, 2011). An important activity is therefore the brand innovation (BI) strategy that 

can help them to improve the brand performance and consequently occupy a greater market 

share (Aaker, 2007). 

According to previous research, there are no distinct definition of brand innovation because of 

different interpretations and usage of the term in the literature. There are different definitions 

of brand innovation in different articles. Dinnie (2007) in his book “Brand Innovation 

Manifesto” gave the understanding of brand innovation as a concept of how to use branding 

strategy to build brand in order to improve brand performance. Other scholars such as 

Chimhundu, Hamlin & McNeill (2010) defined brand innovation as: “The term brand 

innovation here is used to capture all innovative activities ranging from incremental to 

radical; thus the entire continuum from minor product or packaging changes to the 

introduction of totally new products/brand is taken into account, as well as the marketing 

activities associated with the innovation” (Chimhundu, Hamlin & McNeill, 2010, p. 10). In 

order to define the concept of brand innovation in this thesis, it is necessary to discuss both 

the concept of “brand” and the concept of “innovation”.  

The concept of brand was first used in 1870 (Alan, 2012). As a name, term, design, symbol or 

any other feature, “brand” is used to identify one firm’s product (or service) distinct from 

those of other firms (Wood, 2000). In order to succeed in the market, every company use 

various strategies such as brand extension, introducing new brands, continuous technological 

development and changing logotype to improve brand performance or brand equity 

(Weerawardena, O'cass & Julian, 2006; Sawhney, Wolcott & Arroniz, 2011; Abbing & 

Gessel, 



7 

2008). Secondly, the concept of innovation is accepted as “change” by many scholars such as 

Baregheh, Rowley, & Sambrook (2009) and Rogers (1998). So putting these two concepts 

together, I define brand innovation as how the changes that the company does influence the 

brand performance or brand equity, which include (but are not limited to): brand extension, 

introducing new brands, continuous technological development and changing logotype to 

improve brand performance or brand equity. Further, in this thesis, I focus on introducing new 

brands and brand extension because these two brand innovation strategies are often used by 

companies to improve their brand equity or brand performance (Pitta & Katsanis, 1995). In 

short, in this thesis,  brand innovation is equal to introducing new brands and brand extension. 

According to Schmidt (2013), companies that do not acknowledge the effective ways to 

innovate its brands fail to gain more market share and there is also a risk of losing their occupied 

market share. The key factor to improve competitiveness is that companies innovate their 

brands according to the changing needs of customers (Grant, 2011). So brand innovation (BI) 

is more and more valued by the companies, and usually companies innovate their brands 

through introducing new brands and brand extension, which can be considered as good ways 

to keep companies’ innovation and competitiveness (Dinnie, 2007; Taihong & Biao, 1997; Choi, 

et al., 2011). Therefore, in this thesis, I define brand innovation strategy as introducing new 

brands and brand extension.  

Introducing new brands can be classified into two categories. The first is that a company creates 

a new brand. For example, Procter & Gamble has created over eighty major brands (Aaker, 

2004). The second is that a company buys another company to implement the acquired brand. 

For example, Haier Group, a Chinese appliance company, bought Fisher & Paykel in 2012 

(Howard, 2012). According to the previous research, companies can improve the brand 

performance through introducing the new brands (Doyle, 1989). 

The second category is brand extension which has been discussed by a lot of scholars (Aaker, 

1991; Keller, 1993; Peter, 1989). According to Peter (1989), in these thesis, the brand extension 

is defined as a marketing strategy implying that a company creates new products by using the 

same brand name in a different product category.   

Although brand innovation can improve the brand equity, not all new brand innovation will 

enable a company to achieve such a goal, and sometimes the new brand innovation will have a 

negative impact on company (Viot, 2011). An analysis of the scientific literature shows that 

brand extension failure rates are extremely high even in developed countries such as the United 

States in which the brand extension experience failure rates between 80% and 90% (Batra, Lenk 

& Wedel, 2010). To some extent, the failure of brand extension will directly influence the brand 

which it belongs. Similarly, introducing new brands also has high failure rate. According to 

previous research, 50% to 75% of new brands fail to reach the anticipated goals (Papadakis, 

2005). The failure of the new brand will generate huge loss from the brand image to financial 

position (Loken & John, 1993).  

There are a lot of factors that lead to the failure of brand innovation, nevertheless, one of the 
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potential factor is that people usually has neglected the perspective of a firm’s wider brand 

portfolio. From this perspective, companies can assess “… when brand innovation truly 

generate new value or risk for firms and the mechanisms through which it does so”. (Spencer, 

2010, p. 2) So, when a company want innovate its brand to achieve more value and 

competitiveness, it should not only consider the value of brand innovation, but also consider its 

value in relationship to the existing brand portfolio (Aaker, 2004). So it is necessary for 

companies to consider brand portfolio factors when they innovate their brands (Aaker, 2004).  

According to the Aaker (2004), there are two types of brand portfolios. The first is labelled “a 

house of brand”. It means the brands in the brand portfolio is independent set of stand-alone 

brands, which each brand focuses on maximizing the impact on a market. For example, Procter 

& Gamble (P&G) has more than eighty major brands, most of them have not directly link to 

P&G or to each other (www.pg.com). P&G’s brand strategy in the hair care category 

demonstrate the house of brands strategy (Aaker, 2004). Pantene dominates the smooth and hair 

care shampoo. Head and Shoulder dominates the dandruff-control shampoo. Herbal essences 

focuses on the nature herbaceous plant shampoo. Rejoice targets the low-end market due to the 

cheap price. VS -Sasson pays attention to high-end market and provide the professional hair 

care shampoo for hair salon. (O'Leary, 2007). Accoding to Aaker’s (2004) research, there are 

some reasons for separating brands through a house of brands strategy. The first is that avoiding 

the incompatibility between the new brand and brand portfolio. For example, the Volkswagen 

avoid any connection with Porsche and Audi, because Volkswagen would adversely influence 

their image (Auto global news, 2012). The second is that signaling breakthrough advantages 

of new brands. The company want to outstand the advantage of new brands. For example, 

Toyota decided to introduce its luxury car under the separate LEXUS name that informs the 
customers that the car is totally different from any other cars at Toyota. The third is avoiding 
or minimizing channel conflict. For example, L’Oreal is a famous cosmetic company. It has 

various cosmetic subbrands which have different distribution challenges such as Maybelline, 

Lancome, Helena Rubinstein, and Vichy. Helena Rubinstein, as a high-end brand in the 

L’Oreal Group Corporation, has it specific distribution challenge in high-end department 

stores, while Vichy and Skin Ceuticals are sold through drugstores and Redken is sold to 

professional hair salon. The benefits is that when the unconnected brands are sold to the 

competing distribution channel, it will not cause any problems. The fourth is targeting 
multiple and conflicting product lines or segment. For example, Nestle is a famous food 

company. Purina, as the subbrand of Nestle, is a petfood brand. If Nestle would not use a 
different brand name to avoid the connection between Purina and itself, it would cause big 
brand problems (Aaker, 2004).

The second is called “a branded house”. It means “a parent brand moves from being a primary 

drive to a dominant drive role” (Aaker, 2004, p. 60). For example, Sony has a branded house 

portfolio because the parent brand, Sony, offer a roof under which majority of its business 

operations operate: Sony Film, Sony Music, Sony Mobile, Sony Cybershot, Sony PlayStation, 

Sony VAIO, Sony Handycam and many others (Sony.com). In short, the main difference 

between these two brand portfolios is that “a house of brand” has different master brands, and 

“a branded house” has the same master brand with different descriptors (Aaker, 2004). A 

branded house strategy takes advantage of an established brand as a parent brand and minimizes 

http://www.pg.com/
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the brand investment on each new brands. The advantage of this strategy is that the subbrands 

can leverage the influence of the parent brand to promote itself, and the subbrands can get the 

support from several aspects such as the financial support and technological support. For 

example, Apple Inc., due to the influence of the success in the electronics filed, the Ipad brand 
is popular all over the world because of the influence of parent brand. In addition, the Ipad 

also get technological support from Apple Inc. such as the IOS operation system (Mallin & 

Finkle, 2011). On the other hand, the weakness of the branded house strategy is that the risk of 

putting all the eggs into one basket. The subbrands may be limited by the influence of the 

parent brand, and there are difficulties for it to target the new specific field because of the 

incompatible of the brand attributes (Aaker, 2004). For example, Haier Corporation is a 

company mainly engaged in household appliances products. However, it has its subbrand Hair 

Medicine. Due to the incompatible of the brand attributes between the Hair Corporation and 

Hair Medicine, the Hair Medicine has been losing money from the beginning to present day. 
In addition, sometimes the subbrand will undermine the image of parent brand, and it is hard 
for the parent brand to keep the cutting-edge image or leading position with a lot of subbrands 

and aggressive competitor in each field (Liu, 2002).

Brand portfolio is considered as a critical brand management strategy for a company to manage 

several brands at the same time in order to expand its brand. According to previous research, 

companies that have an effective management of the brand portfolio were able to improve its 

competitiveness and gain more profits (Morgan & Rego, 2009). Hence, the brand portfolio 

strategy have been used by many multi-brand companies and its effectiveness is proven. 

(Varadarajan & Busch, 2006) 

Sometimes it is not difficult for companies to have a brand portfolio, but it is not easy for a 

company to use brand portfolio strategy to get competitive advantage. The key point is how to 

use the brand portfolio strategy effectively (Petromilli, Morrison & Million, 2002). There are 

several elements for the company use the brand portfolio strategy effectively. One of them is 

that companies should manage the relationships among the different brands in the brand 

portfolio. For instance, how to use different market positioning strategy to manage brands in 

the brand portfolio in order to gain maximum profit (Hill & Tyson, 2005; Kapferer, 2012). The 

brand portfolio enables companies to get a more comprehensive understanding of the situation 

when they innovate their brands. For example, in the background of “a branded house” portfolio, 

a company should consider carefully when they create a new brand because the new brand 

might have the negative impact on the parent brand due to an incompatibility between the new 

brand and the brand portfolio.   

app:ds:household
app:ds:appliances
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1.2 Problem discussion 

The concept of brand was first used in 1870. At that time, the concept was relatively simple and 

fuzzy (Alan, 2012). With the development of theory and business, nowadays, the understanding 

of brand has already formed a broader concept—brand portfolio and have had numerous 

researchers publish work related to it (Aaker, 2004; Chamberlin, 2005; Petromilli, Morrison & 

Million, 2002). From previous research, there are a lot of articles about how the companies 

innovate their brands to improve the brand equity. However, although both brand innovation 

and brand portfolio strategy are two important factors for companies, very few have discussed 

the brand innovation related to brand portfolio (Spencer, 2010; Sorescu et al., 2003).  

If they were connected and affect each other to generate a virtuous circle, it should have a 

positive impact on benefits and competitiveness (Chailan, 2009; Abbing & van Gessel, 2008). 

The BI can bring new vitality and competitiveness to the companies through the new brand 

creation and new brand acquisition. On the other hand, BI challenges the ability of a company 

to accept the new brand, and to the extent that a company has capacity to adjust the structure of 

its own brand portfolio to adapt the new brand (Abbing & van Gessel, 2008). Sometimes if the 

relationship between BI and brand portfolio is not managed successful, the conflict of 

incompatible between new brand and original brand portfolio will destroy the balance of the 

internal brand portfolio of a company, and lead to the recession of parent brand and benefits, 

even it might result in the failure of company (Harish, 2010). For example, Pierre Cardin 

extended its brand into perfumes and cosmetics in 1960s and got a huge success. In 1988, 

“Pierre Cardin expands its brand into wildly nonadjacent products such as baseball caps and 

cigarettes“, which made their margins collapse (Reddy & Terblanche, 2005). Due to expanding 

with a lot of incompatible products, the brand equity of Pierre Cardin was decreased, and it has 

been hard for Pierre Cardin to become a high-end brand again (Reddy & Terblanche, 2005).  

There are a lot factors can be considered between new brand and brand portfolio. Some 

researcher have argued that if the brand portfolio belongs to “a house of brands” which involves 

an independent set of stand-alone brands each focusing on the market in order to maximize the 

profit, the company can take advantage of the principles such as “avoiding a brand association 

that would be incompatible with an offering” to expand its brand in any shape or form to occupy 

the niche market, but it needs more upfront costs to promote the brand (Aaker, 2004, p. 50). 

For example, Procter & Gamble (P&G) uses the house of brands strategy as its brand portfolio 

strategy. It can therefore have a lot of brands ranging from the high-end (SK-II) to low-end 

brand (Tide), from cosmetics (OLAY) to food (Pringles) without having to worry about the 

incompatible of the different brands (By, 2002; Coleman-Lochner & Clothier, 2010; Witt, 2000). 

1.3 Purpose  

The purpose of this thesis is to identify the challenges related to brand innovation in the context 

of two different types of brand portfolios (i.e. “the house of brands” and “the branded house”). 

1.4 Research question 

Based on the above discussion the research question is as follows:
- What are the challenges of brand innovation a company faces depending on its

brand portfolio strategy (i.e. a house of brands portfolio, or branded house portfolio)?

https://plus.google.com/109113734508783811735
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2. Literature review

In the previous research part, previous research is being raised regarding this study’s subject. 

The concepts of brand innovation and brand portfolio are presented. The chapter ends with the 

challenges and brand innovation model.  

2.1 Challenges of brand innovation 

As I mentioned in the introduction part, brand innovation faces many risks from different 

perspectives such as brand equity, marketing and finance. Secondly, according to previous 

research, in the different background of brand portfolio (i.e. a house of brand, or a branded 

house), the challenges of brand innovation a company face is different. In this section, I will 

determine types of challenges of brand innovation. In the next section, I will develop a 

framework to classify different brand innovation in the different background of brand portfolio 

strategy.  

In this study, the challenges of brand innovation that a company face can be discussed from 

three perspectives. Here, I use figure 2 to show it:  

Figure 2. The challenges of brand innovation from three perspective. 

In the following content, I will introduce the challenges from three perspectives, and brand 

equity perspective will be further discussed.  

2.1.1 Challenges from the brand equity perspective 

Aaker (1991) defined that brand equity is a phrase used in marketing industry to describe the 

value of brand. Tauber (1998) refers brand equity as the extra value that the market position of 

brand create, which exceeds the real asset value. Brand equity can reflect value of a firm’s brand, 

so it is meaningful to investigate the challenges from the brand equity perspective. In order to 

give more detailed information about challenges from brand equity perspective, I use Aaker’s 

Challenges 

Intangible 

Tangible 

Market 

perspective 

Brand equity 

perspective 

Financial 

perspective 
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brand equity model (1991) to explain it. There are five elements in Aaker’s brand equity model: 

brand awareness, brand loyalty, brand association, perceived quality and other proprietary 

brand assets. 

In this thesis, I will modify this model, and only use brand awareness, brand loyalty, and brand 

association to investigate the challenges of brand innovation.  

Brand awareness 

Brand awareness is the extent of consumers to remember a brand and distinguish it from other 

brands. Brand awareness represents the existence of a brand in consumers’ mind. The degree 

that consumers connect the related brand knowledge to the brand name forms brand equity 

(Aaker, 1991). Brand awareness creates the connection between the company and the 

consumers (Aperia, 2001). Aaker (1991) mentioned that consumers are prefer to a familiar 

brand than an unknown brand. Brand awareness also give the information to the consumers that 

the product has the good quality.  

Brand loyalty 

Brand loyalty is an important element of brand equity which stands for the extent that 

consumers prefer to purchase the products or services from a brand (Aaker, 1991). Keller (1998) 

also mentioned that brand loyalty can be measured through the number of repeat purchases. If 

a consumer prefer to buy Coca Cola rather than Pepsi Coca, it is because this consumer has 

brand loyalty towards Pepsi Coca Cola. Brand loyalty include not only repeat purchase but also 

when the brand has a change such as price change in product, the customer will continue 

purchase it or not. Aaker (1991) argues that brand loyalty needs the company to promote its 

brand to form the continuous image in consumers’ mind in a long term. The cost of marketing 

communication will be greatly reduced because of the benefits of brand loyalty. In addition, 

brand loyalty also can help companies gain competitive advantage to compete with rivals in the 

market (Chaudhuri & Holbrook, 2001).  

Brand association 

Brand association refers to anything related to brand image (Aaker, 1991). For example, when 

we talk about Nike, we will relate it to high quality, professional sport goods, well designed 

shape and appearance. These are all brand association that give us the comprehensive 

information about brand. Keller (1998) convinces that consumers’ purchasing behavior are 

based on the memory of the brand association. It is necessary for a company to create its own 

brand association to give the consumers good impression in order to gain competitive advantage. 

Brand association also will influence the brand extension. If the category of brand extension 

fits the parent brand, brand extension benefits from the brand association of parent brand. For 

example, the brand association of Sony includes high quality, high technology and good 

service. When Sony introduced the PlayStation, consumers also related the PlayStation to high 

quality, advanced technology and good service because the brand extension fits the parent 

brand. On the other hand, if the brand extension does not fit the parent brand, brand 

association will restrict the brand extension. For example, the brand Colgate Kitchen entrees 

was restricted by brand association of Colgate as toothpaste (Haig, 2004). 
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2.1.2 Challenges from the market & finance perspective 

In order to investigate challenges of brand innovation, it is necessary to analyze from the 

market and finance perspective. Market conflicts are big challenges when a company introduces 

new brands or creates new products. Market conflict caused by brand innovation are generally 

two types: distribution channel conflict and marketing positioning conflict.  

Distribution channel conflict 

Distribution channels can be considered as intermediaries between producer and consumer such 

as distributors, sales representatives and retailers. It is important for a company to manage its 

distribution channels to achieve the maximization of product sales. However, Channel conflict 

might happen when one intermediary competes with another intermediary in order achieve its 

own benefits rather than producer’s. There are two types of channel conflict: Vertical channel 

conflict and horizontal channel conflict. Horizontal channel conflict means the conflict happens 

between intermediaries at the same level within a channel. According to Brown & Day (1981), 

one of the reason of horizontal channel conflict is that producers don’t make clear planning of 

number of intermediary in the market. Secondly, vertical channel conflict occurs in the different 

levels within a channel. For example, some wholesalers may complain that the producers in 

terms of price control is too tight, they can only gain a little profit. In addition, producers do 

not pay a lot of money on advertising and promotion. So it is hard for wholesalers to sell the 

products. Sometimes, the brand extension also causes channel conflict. When a company 

creates a new products by using the same name of parent brand, it want to use more channel 

such as direct channels to sell its products. However, it may cause the conflict with original 

intermediaries.  

Marketing positioning conflict 

The marketing positioning conflict includes geographic market overlap and pricing 

positioning overlap. When a company introduces a new brand or a new products, it may 

cause overlap in geographic market and price positioning (Vu, Shi, & Hanby, 2009).   

Financial challenges 

According to Aaker (2004), a company creates a new brand, it needs a lot of money to 

promote the brand in the market, when it use the house of brand portfolio strategy as there are 
no connection between new brand and the parent brand. The new brand cannot use the parent 

brand image to promote itself, so the company has to pay a large amount of money for market 

communication. If a company uses the branded house portfolio strategy to create a new brand, 

consumers can know exactly what is being offered. New brand can leverage the parent brand 

influence to promote itself. On the contrary, if the category of new brand does not fit the parent 

brand, it might dilute parent brand image and cause the financial loss.  
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2.2 Brand innovation model 

According to Aaker (2004), Chamberlin, D. (2005) and other scholars, challenges of brand 

innovation depending on different brand portfolio strategies (i.e. a house of brand, or a branded 

house) are different from brand equity, market and finance perspective. For example, Aaker 

(2004) mentions in his book “brand portfolio strategy” that when a company uses “a house of 

brand” portfolio strategy to create a new brand, challenges from the brand equity perspective 

such as brand association, brand loyalty and brand awareness are how to promote the new brand 

without the brand equity of parent brand. Through classifying different types of brand portfolio 

strategy, more detailed information can be collected when investigating the challenges of brand 

innovation.  

Secondly, I found that previous research that referred to brand innovation would discuss 

challenges of brand innovation depending on the distance of categories between brand 

innovation and parent brand (Aaker, 2004; DelVecchio, 2000; Dacin & Smith, 1994). For 

example, a company implements brand innovation through creating a new product that has the 

same brand name with parent brand. If the category of new product is incompatible with parent 

brand image, it might cause the failure of the new product and the dilution of the parent brand 

equity (Loken & John, 1993). In order to explain the concept of “related and not related”, I use 

the concept of industry to classify the brand innovation. According to North American Industry 

Classification System (NAICS) which is widely adopted by the investors to classify companies, 

“companies that use similar production process are categorized in the same industry” 

(INVESTOPEDIA, accessed at 18th May, 2014). Therefore, the new brand or products in the 

same industry as parent brand is regarded as “related”. On the other hand, the new brand or 

products in the different industry with parent brand is considered as “not related”. 

In order to have a better understanding of challenges of brand innovation, I develop a theoretical 

framework named “brand innovation model” (Figure 3) which is based on different brand 

portfolio strategies and categories of brand innovation.  

Figure 3 Brand innovation model  
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The horizontal axis of this matrix stands for category of brand innovation (Related, or not 

related). The vertical axis of this matrix stands for brand portfolio strategy (A house of brand, 

or a branded house). So in this four dimension matrix, I can analyze challenges of brand 

innovation from four different situations: 1. A house of brand/related 2. A house of brand/not 

related 3. A branded house/related 4. A branded house/related.  

2.3 Research gap in the literature 

Although there exists previous research regarding the brand portfolio strategy (such as Aaker 
(2004), Morgan & Rego (2009) and Varadarajan & Busch (2006)), there are not many studies 
done combining the concept of brand portfolio strategy with brand innovation to analyze the 

challenges of brand innovation in the context of different brand portfolio strategies. In the 
concept of brand innovation, I create a new definition of brand innovation according to the 

combination of the meaning of brand and innovation. This definition can help me to consider 

both creating a new brand and brand extension because in many times creating a new brand 

and brand extension have a same impact on the company. Secondly, I develop the brand 
innovation model which is added in the factors of distance between the category of new brand 

and parent brand to give a detailed analysis of the challenges of brand innovation. In addition, 
the challenges of brand innovation are considered from three perspectives; a brand 
perspective, market perspective and a financial perspective. This helps companies to better 
understand the challenges of brand innovation from the brand perspective, market perspective 

and financial perspective in relationship to different brand portfolio strategies.
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3. Methodology

This chapter begins with research method and research design, and after that the selection 

of sample and data collection is presented. 

3.1 Research method 

According to Bryman & Bell, 2007, there are two types of methods that can be used for 

scientific research: qualitative and quantitative method. Qualitative research can be considered 

as a research strategy and it highlighted data analysis and emphasized the relationship between 

theory and research. The quantitative research refers to collect and analyze statistical data, 

which is based on the answer of respondents (Riley, 2000). The purpose of this thesis is to 

investigate challenges of innovation depending on different brand portfolio strategies. 

Compared with quantitative research, qualitative research can give the better understanding 

and explanation of the phenomenon in focus, and it allows me to provide answers to more in-

depth research questions (Patton, 1990). By using a qualitative method, I can reveal and 
explain underlying principles. For example, as one qualitative method, a case study can obtain 
detailed information by means of interviews of knowledgeable respondents. In addition, it is 
hard to use quantitative method to analyze the challenges of innovation because the concept of 

brand innovation is not easy collected by using quantitative method.  

3.2 Research design 

Generally, there are two types of research approaches used in scientific research; the inductive 
and the deductive approach. Inductive approach refers when the researcher observes and 
collects data about the investigated phenomenon and form the literature review and theoretical 
framework through it (Dubois & Gadde, 2002). The deductive approach begins with previous 

research and then data is collected in accordance to the theory (Kovacs & Spens, 2005). In this 

thesis, I used a deductive approach to analyze the challenges of brand innovation. Due to the 

deductive approach, I know what I want to study, and it guides me in my collection of the 
specific data.  

According to Yin (1994), a case study is considered to be the most suitable for the study of 
understanding a phenomenon, and it results in a rich and holistic account of the phenomenon. 
In order to answer my research question, I use a case study to investigate the company and its 
brands to collect the qualitative data about the challenges of brand innovation they faced. 
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3.3 Empirical Material  

3.3.1 Sample 

Sampling is one of the crucial steps of the researchers to investigate the quantitative and 

qualitative research (Bryman & Bell, 2007). The main purpose of this research is to identify the 

challenges related to brand innovation in the context of two different types of brand portfolios 

(i.e. “the house of brands”, and “the branded house”). In this thesis, I want to identify a 
company based on the “brand innovation model” below.

Figure 3 brand innovation model 

I want to find a large-scale company which has multi-brands and fits my brand innovation 

model. The benefits of choosing one company and investigating its subbrands & brand

extension is that I can have a better understanding of how the company uses the strategy from 

a brand innovation perspective. I can analyze the challenges of brand innovation by using 
overall thoughts. In this thesis, the selection criterions are the following: 

The company should have at least two groups of brand portfolios in different 
industries and fits my “brand innovation model”.

The company should have more than 500 employees and minimum turnover of 100 
million RMB. 

The company should have its own branding strategy and effective operation mode and

a certain brand influence in the society.  

The company should be expanding their brands, and pursuing higher market share and

profits. 
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Thus, based on the above criteria, I chose Haier Group Corporation to investigate. Haier 

Group Corporation is one of the biggest Chinese household appliance companies. In 2011, 

Haier had over 70 thousand employees, its global turnover was 150.9 billion Yuan, and its 
brand equity was 96.28 billion Yuan. Haier has many subbrands in different industries such as 
Casarte, Leader, AQUA, and other subbrands.  

In order to fit my brand innovation model, I selected the following subbrands and brand 

extension of Haier to investigate.  

Table 1. Selection of cases 

Brand innovation model Subbrands or brand extension 

A house of brand; Related Leader (subbrand) 

A house of brand; Not related Goodaymart (subbrand) 

A branded house; Related N/A 

A branded house; Not related Haier medicine (brand extension) 

These three subbrands cover the concept of brand innovation in this thesis, and also in the 

background of brand portfolio which fits my study. In addition, these three subbrands are in 

one company. So we can analyze the cases in relation to the developed model. It is better for 
readers to understand the challenges of brand innovation a company faced in the same 

company. 

In the brand innovation model, there are some similarities between a branded house strategy 

and brand extension. According to Peter (1989), the brand extension is defined as a marketing 

strategy implying that a company creates new products by using the same brand name in a 

different product category. The definition of a branded house strategy is that branded house 

“uses a single (master) brand to cover a series of offerings that may operate within descriptive 

sub-brand names” (Fill, 2009, p 361). From two definitions, we can see they all use the 

same master brand and different products. So in this thesis, the brand extension can be 

equal to introducing new brands in “a branded of house” strategy.  

3.4 Data collection  

In general, data collection can be distinguished between primary and secondary data. The 

former one is directly obtained by knowledgeable individuals while secondary data originates 

from already published research conducted by third parties (Bryman & Bell, 2007). 

3.4.1 Primary data 

A case study method is inseparably linked to the collection of the primary data, because the 

scope of it is consequently to do this research project (Yin, 2012). In practice, there are a variety 

of possible ways to collect primary data. Such as direct observations, annual report, documents 

(e.g. newspaper articles, letters, e-mails, reports), participant observation, quantitive 

questionnaire and qualitative interviews.  
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In my thesis, the primary data for the study was gathered by using qualitative interview. The 

qualitative interview is used to gather the data that is related to the subjective opinion of the 

managers and employees who are in charge of the brand department in the company about the 

challenges of brand innovation according to brand innovation model. There are two kinds of 

qualitative interviews, which are unstructured and semi-structured interviews. In this thesis, I 

mainly use the semi-structured interview as my research method. In the semi-structured 

interview, the author will give a pre-defined interview guide to the interviewer which covers a 

specific topic in advance. In the interview, the author asked the question followed by the 

interview guide, but not the same. The author will ask the other questions according to the 

answer of interviewer (Bryman & Bell, 2007). This kind of interview can help me to reveal 

the case study deeply. The Challenge of this interview is that companies’ location is in China. 

So in the Haier case, the author use email to send the interview questionnaire in advance for 

interview to prepare for the answer in order to make sure the veracity of the answer. I used a 
free Internet software (Skype) to make video interviews and have telephone contacts. The 

contacted two respondents of Haier were the brand manager and a product manager. I made 
two interviews which lasted 121 minutes, and both interviews hich were recorded. Both 

respondents will be anonymous because they wished so. In addition, both of them are 

Chinese, so I used Chinese to interview in order to get more detail and accurate information.  

3.4.2 Secondary data 

According to Bryman and Bell (2007), secondary data collected for another purpose other than 

by the researchers, on such occasions. Secondary data, however, tend to be of good quality, so 

it is used for another purpose than the main reason. In my thesis, I used interviews and 

questionnaires as my primary data collection methods. Secondary data was also collected; 
mainly from the company’s annual report, the official website online, and news paper articles.  
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4. Empirical data

In this chapter, there are three cases from Hair Company which are used to collect information 

to answer my research question. 

4.1 The introduction of Haier Group Corporation 

Haier was founded in 1984 in Qingdao, China, which its full name is Haier Group Corporation. 

Haier is one of the biggest household appliances companies in the world. In 2011, Haier’s global 

turnover hits 150.9 billion Yuan, and its brand equity has 96.28 billion Yuan, which rewards the 

first prize of “the most valuable brands in China” for 11 consecutive years. In the beginning of 

Haier, it only produced one kind of household refrigerator. Nowadays, Haier has a big brand 

portfolio in various industries, which include white goods industry, personal digital product 

industry, integrated kitchen, real estate industry, pharmaceuticals industry and other industries, 

and the most core industry is white good group industry. It includes Haier refrigerator, Haier 

washing machine, and Haier air conditioner. Haier has developed from being a small, almost 

bankrupt company into being a leading household appliance company in the world. 

(www.haier.com) 

4.2 Brand innovation strategy of Haier 

Haier Group Corporation has deployed several brand innovation strategies, which include 

introducing new brands (include NBC & NBA), brand extension, continuous product and 

technological innovation, and changing brand logotype.  

Introducing new brand and brand extension 

Introducing new brands and brand extension is the most important brand innovation strategy in 

Haier. In the 1990s, Haier was regarded as a widely known brand in the Chinese market. In 

order to expand the market and gain competitiveness and be listed in Fortune’s 500 Global. 

Haier established its own diversification strategy to expand the market. From 1991 to 1998, 

Haier bought up 18 large and medium-size enterprises such as Qindao air conditioner Company, 

Qindao Hongxing electrical appliances Company, AIDE washing machine Company and 

Huangshan Television Company. Due to the success of the acquisition, Hair only cost over 70 

million to buy these companies and successfully reform these companies to get 1.52 billion 

Yuan assets. In addition, the assets of Group have grown from tens of millions to 6.6 billion. 

(www.haier.com) According to the brand manager and product manager, this strategy is called 

“activating stunned fish” which was made by the CEO of the Haier, Rui-Min Zhang, and the 

“stunned fish” is that the companies with good hardware condition, but with bad management. 

Haier used this strategy successfully to merge the “stunned fish” companies and manage them 

in good way to expand its brand and market share. This is the most important brand innovation 

strategy for Haier to grow so fast, the brand manager and product manager indicate. 

Continuous product and technological innovation 

Continuous product innovation also is an important brand innovation strategy for Haier to 

improve its brand performance and brand competitiveness. According to the product manager, 
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technological innovation helps Haier to  gain competitive advantage in the market. Haier 

Central Research Institute established the “end to end parallel interactive open innovation 

ecosystem” which includes four models: The first is that Haier set its R&D centers in China, 

Japan, Australia, Europe and America. Through these five R&D centers, Hair absorbs R&D 

resources and improves its R&D capability. Secondly, Haier learn about suggestion from 
consumers and suppliers to create innovation to produce better products according to their 

feedback. Through the network platform, the consumers can participate in the product design.  

The third is that Haier has established small size companies to develop the technologies. The 

small size companies focus on one field of new technology such as S-Drive Plus technology 

which decreases the noise from washing machines. Lastly, Haier has intellectual property 

protection system to protect its core R&D technology, which includes over ten thousand of 

technical patent (www.haier.net). 

Changing brand logotype 

According to the brand manager and product manager, Hair changed the brand logotype 

several times in order to build an international image. From the following figure, we can see 

the difference in these brand images:  

Source: Haier official website 

According to brand manager and product manager, the first brand logotype is Qingdao-Liebherr. 

Haier group’s predecessor is Qingdao refrigerator factory. Due to the introduction of German 

Liebherr’s technology and equipment, they used the Qingdao-Liebherr as the first brand 

logotype. The second brand logotype is Qingdao Haier. In order to expand its market in foreign 

countries, Haier decided to add English name in the brand logotype. In the third brand logotype 

we can see the cartoon characters “Haier Brothers” in the brand logotype. Haier made an 

animation named “Haier Brothers” which is a story to discover the technology and science. Due 

to the “Haier Brothers”, Haier’s brand image became more famous. In the fourth brand logotype, 

Haier used both English name and Chinese name. Haier has used its newest brand logotype 

since July, 2013. The new brand logotype change the color into blue, and change the point of 

letter “I” from square into roundness which stands for the earth, the brand manager and product 

manager mentioned.  

Figure 5. The change of Haier’s brand image 

http://www.haier.net/
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4.3 Brand portfolio strategy of Haier 

Haier has big portfolios in various industries such as white goods industry, personal digital 

product industry, integrated kitchen, and real estate industry, which can be classified into two 

categories of brand portfolio strategy: “A house of brand strategy” and “A branded house 

strategy”.  

A house of brand strategy 

Figure 6 A house of brand strategy in Haier 

Source: www.haier.net 

In their “A house of brand strategy”, Haier has five subbrands, which includes Casarte, 

Leader, Gooday, AQUA and Fisher & Paykel.  

A branded house strategy 

Haier has a lot of subbrands which use the Haier as their brand name such as Haier refrigerator, 

Haier washing machine, Haier integrated kitchen, Haier computer, Haier mobile, Haier real 

estate, Haier medicine and others. In  their branded house strategy, Haier give them a roof to 

protect the subbrands. (www.haier.net) 

Figure 7 A branded house strategy in Haier 

Source: www.haier.net 

http://www.haier.net/
http://www.haier.net/
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4.4 The brand innovation model of Leader 

I will use the “brand innovation model” to classify the brand innovation (introducing new 

brands and brand extension) to investigate the challenges. Using this model can have a better 

understanding of the challenges the company faces from the different perspectives. In here, I 

use three cases which include Leader, Goodaymart, and Haier medicine in different industries. 

By investigating three cases, I can get the empirical data about the challenges of brand 

innovation depending on different brand portfolio strategies. In addition, due to lack of data, I 

can’t get the exact data about challenges from distribution channel conflict and financial 

perspective. 

According to description of the brand portfolio of Haier, Leader can be considered as the 

examples of first dimension of brand innovation model (Figure 8) 

Figure 8. Leader in brand innovation model 

4.4.1 Case description – Leader 

Leader is a custom-made household appliance brand launched by Haier Group Corporation 

under the era of Internet. Consumers can order the products designed by themselves through 

Internet. On the website of Leader, you can find a lot of very creative household appliance 

products that are suitable for customers to experience the new ideas. The products of Leader 

include air conditioning, wash machine, refrigerator, wash machine, and other home appliance 

products. (www.tongshuai.com) 
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4.4.2 Challenges of Leader 

4.4.2.1 Challenges from the brand equity perspective 

According to the brand manager and product manager, Haier used “A house of brand” portfolio 

strategy to create Leader. The major consumers don’t know the relationship between Haier and 

Leader. It is hard for Leader to use the brand awareness of Haier to promote its brand. Compared 

with Haier, the recognition of Leader is relatively low, it is important for Leader to define its 

own brand awareness which is a big challenge for it. A good brand awareness could help Leader 

gain competitive advantage in the market. So in order to build its own brand awareness, Leader 

uses the following solutions:  

The first one as the brand manager and product manager mentioned is to establish its own 

business model. Compared with other home appliance brand, Leader can produce the home 

appliance product according to consumers’ order, and the products would be designed by 

consumers through the Internet. This type of C2B (Customer to Business) business model is 

very new and rare in Chinese home appliance market. It subverts the traditional business model 

B2C (Business to Customer) in Chinese home appliance market, and absorbs a lot of consumers 

to purchase the products of Leader.  

The second way for improving the awareness is using advertisement to promote the brand. 

Leader uses several media channels through TV advertisement, magazine, Exhibition, and 

Internet media, which can spread the brand information quickly and widely. The brand manager 

and product manager believes the media channels can transfer the information of products to 

customers effectively. However, Leader has to pay a lot of money for the media channels.  

Aaker (1991) argues that brand loyalty needs the company to promote its brand to form the 

continuous image in consumers’ mind in a long term. As a new created brand in 2000, Leader 

do not have too much brand loyalty from the consumers. Brand loyalty can be observed when 

the brand has a change such as price change in product, the customer will continue purchase it 

or not (Keller, 1998). So Leader uses the low price strategy in order to absorb the consumers 

and prevent customer loss because of its relatively low brand loyalty, the brand manager and 

product manager state.   

From the brand association perspective, brand manager and product manager indicate that 

Leader wants to link its brand association with customized product & service and high cost 

performance. The aim of Leader is that customers can link the customized product & service 

and high cost performance with Leader at the first time. In addition, Leader also has creative 

products such as “iSee mini” to improve the brand association. iSee mini is a mini spherical 

projector, which can provide 1080p high quality picture and it is easy to carry .   
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4.4.2.2 Challenges from the market perspective 

Leader belongs to low-end brand of Haier, and the main market in China. In the same industry, 

Haier has several brands which include Haier, Leader, Casarte, Fisher & Paykel, and AQUA. 

The challenge of Haier is how to avoid the risks of cannibalization. If it happens, the 

cannibalization among Haier and its subbrands will not be beneficial for the growth of these 

brands. According to the brand manager and product manager, in order to overcome this 

challenge, Haier uses the different marketing positioning strategies to classify them into 

different geographic market and price positioning. In the Table 2, we can see the geographic 

market and price positioning of Haier and its subbrands. 

Table 2. The classification of Haier and its subbrands. 

Brand name Main geographic market Price positioning 

Haier China Middle end 

Leader China Low end 

Casarte China High end 

Fisher & Paykel New Zealand High end 

AQUA Japan High end 

In order to give the clear explanation of Haier’s marketing position strategies, I adapt “brand-

market paradigm” to classify them. (Vu, Shi and Hanby, 2009) 

Figure 9. Brand-market paradigm 

Source: adapted by Vu, Shi & Hanby (2009) 

From the figure 9, we can see that Haier use different market positioning strategies to classify 

the Haier and its subbrands to avoid the market cannibalization. There are no brands in the first 

dimension which is both price positioning overlap and geographic market overlap.  
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According to the above interview data, I summarized into table 3 as followed. 

Table 3 Challenges and Endeavors of Leader 

Leader 
A house of brand 

Challenges Endeavors 
Related 

Brand awareness Create own brand awareness; 

Cannot leverage the brand 

awareness of Haier 

Establish its own business 

model (C2B); 

Use advertisement to promote 

the brand 

Brand loyalty Low brand loyalty  

Cannot leverage the brand 

loyalty of Haier 

Low price strategy 

Brand association Create own brand association 

Cannot leverage the brand 

association of Haier   

Customized products and 

services;  

High cost performance; 

Creative products 

Market positioning Price positioning overlap 

Geographic market overlap 

Using different price 

positioning and geographic 

market with Haier and other 

subbrands  



27 

4.5 The brand innovation model of Goodaymart 

According to description of the brand portfolio of Haier, Goodaymart can be considered as the 

examples of Second dimension of brand innovation model (Figure 9) 

Figure 9. Goodaymart in brand innovation model 

4.5.1 Case description – Goodaymart 

Goodaymart is the subbrand of Haier that founded in 2000. It is mainly engages in providing 

channel service which includes integrated channel business, logistics business and service 

business. Goodaymart has its own network platform for consumers to shop online, which 
provides high-quality logistics service to consumers. As a logistics and E-commerce 

company, Goodaymart is not related to its parent brand Haier. The brand portfolio strategy of 

Goodaymart belongs to “A house of brand” portfolio strategy. (www.rrs.com) 

4.5.2 The challenges from brand equity perspective 

According to brand manager and product manager, the brand awareness is not the major 

challenge for Goodaymart. Although Goodaymart cannot share the brand awareness with Haier 

because of the “A house of brand” portfolio strategy, Goodaymart has its own characteristics to 

enhance its own brand awareness. Brand manager and product manager state that Goodaymart 

is famous for the four networks: virtual network, marketing network, logistics network and 

service network. At first, virtual network provides a virtual online platform for consumers. 

These two virtual online platform provide various home appliance products, home furnishing 

products and home decoration products. It also offers the various service to consumers such as 

product installation and customized service. The virtual network is a very important platform 

for Haier to promote its products and subbrands. Consumers can realize the most detailed 

information from the virtual network, and also it is convenient for consumers to order the 
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products. Secondly, the characteristic of Logistics Network is “the last-km differentiated 

solutions”. Goodaymart provides the on-time delivery service to the consumers even if the 

consumers live in the village where the traffic condition is bad. In addition to the delivery 

service, Goodaymart also provide the installation service, and after-sale service to these 

remote regions. Thirdly, marketing Network of Goodaymart is that Goodaymart established 

many stores all over the China. By using these networks of stores, Goodaymart can provide 

the adequate products to consumers. Goodaymart has established over “7600 country-level, 

26,000 town-level exclusive stores and 190,000 village level liaison stations” (www.haier.net, 

accessed at 19, May, 2014). Lastly, Goodaymart also has good service network which 

includes the after sale service of the products, user-end installation and maintenance for not 

only the Haier’s products but also other home appliance brands.  

Although, these four networks can help Goodaymart enhance its brand awareness, the brand 

awareness is still relatively weak compared with famous logistics company or E-commerce 

company such as S.F. Express, FedEx EXPRESS, JD company and Tmall. Nowadays, 

Goodaymart are still in the exploratory stage, and it is still important to leverage its own 

characteristics to improve its brand awareness.  

From the brand loyalty perspective, the brand manager and product manager suggest that the 
challenge of Goodaymart now is how to prevent consumers from choosing other brands. 

Goodaymart involves two industries, which are E-commerce and logistics industry. So 

Goodaymart has to respond to competition from these two industries. In the E-commerce 

industry, the main rivals of Goodaymart are JD Company and Tmall which are both the best 

companies in Chinese E-commerce market. JD Company and Tmall have more categories of 

products than Goodaymart. Brand manager and Product manager indicate that it is hard to 

compete with the leading companies in the industry, so Goodaymart uses differentiation 

strategy to focus on the products of home appliance. Although the categories of products in 

Goodaymart are less them JD Company and Tmall, Goodaymart has more categories of home 

appliance product than JD Company and Tmall.  

In the logistics industry, the main competitors of Goodaymart are S.F. Express and FedEx 

EXPRESS which are both the leading companies in the China. The advantages of S.F. Express 

and FedEx EXPRESS are that they have the good service and short delivery time. Although, 

Goodaymart has good performance in remote place such as village and countryside, the ability 

of logistics in big city such as Beijing and Shanghai is relatively worse than S.F. Express and 

FedEx EXPRESS. So in order to improve customers’ brand loyalty, Goodaymart should keep 

its ability of logistics in remote place, and shorten the delivery time in big city, brand manager 

and product manager suggest.  

From the brand association perspective, according to brand manager and product manager, 

challenges of Goodaymart is that Goodaymart cannot use leverage the brand association of 

Haier, it needs to create its own brand association. Goodaymart tries to link its brand association 

with efficiency delivery, and “the last-km differentiated solutions” (remote region service) in 

logistics market. In the E-commerce market, Goodaymart tries to link its brand association with 

http://www.haier.net/
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professional home appliance online shopping mall, and good after-sales service. 

4.5.3 The challenges from market perspective  

From the market perspective, Haier only has Goodaymart in the E-commerce and logistics 

industry. So there are no pricing positioning overlap and geographic market overlap problem in 

Haier.  

According to the above interview data, I summarized into table 4 as followed. 

Table 4 Challenges and Endeavors of Goodaymart 

Goodaymart 
A house of brand 

Challenges Endeavors 
Related 

Brand awareness Create own brand 

awareness; 

Cannot leverage the brand 

awareness of Haier 

Create its own 

Characteristics such as “the 

last-km differentiated 

solutions”  

Brand loyalty Cannot leverage the brand 

loyalty of Haier 

Focus on home appliance 

products(E-commerce) 

Shorten the delivery time in 

big city (logistics) 

Brand association Create own brand 

association 

Cannot leverage the brand 

association of Haier   

Professional home appliance 

online shopping mall, and 

good after-sales service.  

(E-commerce) 

efficiency delivery, and “the 

last-km differentiated 

solutions” (logistics) 

Market positioning N/A N/A 
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4.6 The brand innovation model of Haier medicine  

According to description of the brand portfolio of Haier, Haier medicine can be considered as 

the examples of third dimension of brand innovation model (Figure 10) 

Figure 10. Haier medicine in brand innovation model 

4.6.1 Case description – Haier medicine 

Haier Medicine is a medicine subbrand of Haier founded in 1996. It was the first subbrand of 

Haier that extended to different industry. The products of Haier Medical can help scientific 

researchers to research projects and produce the medical products. In the beginning time, Haier 

depended a health care product named “CaiLi” to get the 0.1 billion revenues in the 1997. 

However, after that, although Haier Medicine increased the investment to improve the 

competitiveness, the total revenues of Haier Medicine was still approximately 0.1 billion RMB. 

It is too less compared with other leading medicine companies that have over 10 billion RMB 

revenues. In 2008, due to the continuing loss, Haier Medicine was merged by a Thailand 

company, Charoen Pokphand. Charoen Pokphand used 38.25 million RMB merge to buy 51% 

shares of Haier Medicine, and changed its name into Chia Tai Haier Pharmaceutical. 

(www.haier.net) 

4.6.2 The challenges from brand equity perspective  

From the brand awareness perspective, Haier medicine can use the brand awareness of Haier 

Group Corporation because they use the same name. It helps customers know the brand and 

consolidate the position. Haier wants to use the share the brand awareness with Haier medicine 

to absorb more consumers. In the beginning time, Haier medicine get the 0.1 billion revenues 
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in the 1997 because of using the brand awareness of Haier. After that Haier medicine did not 

have good performance in building brand awareness. Firstly, Haier medicine did not have 

enough market communication with consumers compared with other pharmaceutical 

companies. Secondly, Haier’s brand image is always regarded as home appliance company by 

consumers. It is hard for consumers to link Haier with pharmaceutical company. Thirdly, 

consumers believe that Haier can provide them with a high quality product in home appliance 

industry, but they doubt whether Haier can provide them with medicine in good quality and 

effect. Therefore, due to the incompatibility of category between Haier and Haier medicine, the 

brand awareness of Haier medicine was constrained by the Haier’s brand image as a home 

appliance company. On the contrary, Haier’s brand awareness also had the risk of being diluting 

by the Haier medicine.  

From the brand loyalty perspective, Haier medicine didn’t have high brand loyalty in the market. 

Consumers are more willing to buy the medicine from pharmaceutical companies rather than 

Haier medicine. The rivals of Haier medicine are all powerful pharmaceutical companies such 

as Harbin Pharm, China Medicine, Shanghai Pharmaceuticals and other pharmaceutical 

companies. These pharmaceutical companies all have long history and stable customers group. 

It is hard for Haier medicine to compete with them.  

From the brand association perspective, the brand association of the Haier is high quality, high 

performance and high efficiency. But in the medicine industry, the brand awareness should be 

healthy, and safe. It is hard for customers to link them with each other because of the brand 

association. So Haier Medicine can’t get too much help from the brand association of Haier 

Group Corporation. 

4.6.3 The challenges from market perspective  

From the market perspective, Haier only has Haier medicine in the pharmaceutical industry. So 

there are no pricing positioning overlap and geographic market overlap problem in Haier.  

According to the above interview data, I summarized into table 4 as followed. 
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Table 4 Challenges and Endeavors of Haier medicine 

Haier 

medicine 

A branded house 
Challenges Endeavors 

Related 

Brand awareness Lack of market 

communication;  

Incomparability of brand 

awareness with Haier; 

N/A 

Brand loyalty Powerful rivals in 

pharmaceutical industry 

N/A 

Brand association Incompatibility of brand 

association with Haier;  

N/A 

Market positioning N/A N/A 
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5. Analysis

In this chapter, the three cases will be analyzed according to empirical data and theory model. 

By examining the empirical data gathered from the interviews and the previous research the 

analysis was achieved.  

In analysis part, I will follow the brand innovation model to analyze the empirical data in order 

to answer the research question: What are the challenges of brand innovation a company face 

depending on its brand portfolio strategy (i.e. a house of brands portfolio, or branded house 

portfolio)? In the empirical part, three cases are given: Leader, Goodaymart, and Haier medicine. 

Through three case of Haier in empirical data we can see, the challenges of brand innovation a 

company face are different depending on different brand portfolio strategies and how a 

company to respond to the challenges. Furthermore, the distance factors also have significant 

impact on the challenges of brand innovation. Therefore, the analysis will structured in different 

perspectives of challenges like brand equity perspective and market perspective and use brand 

innovation model to analyze it.  

5.1 Challenges from brand equity perspective 

5.1.1 Brand awareness 

Generally speaking, brand awareness is the extent of consumers to remember a brand and 

distinguish it from other brands. Brand awareness creates the connection between the company 

and the consumers (Aaker, 1991; Aperia, 2001). So when a company innovates its brands, it 

needs to consider to factors of brand awareness. The brand portfolio strategy and the category 

of new brand have impact on the brand awareness of new brand. It is crucial for managers to 

choose the right brand portfolio strategy to innovate its brands (Keller, 1998).  

For the case of Leader, one challenge in brand awareness perspective is that the brand awareness 

of Leader is relatively low because consumers don’t know the relationship between Haier and 

Leader. So it is hard for Leader to use the brand awareness of Haier to promote its brand. In 

order to respond to this challenge, Leader established its own business model such as C2B 

business model. In addition, the creative products and high cost performance also improve its 

brand awareness. For the case of Goodaymart, although Goodaymart cannot share the brand 

awareness with Haier because of the “A house of brand portfolio strategy, Goodaymart has its 

own advantages to improve its own brand awareness. Goodaymart uses its four networks: 

virtual network, marketing network, logistics network and service network to form its own 

brand awareness. Although, Goodaymart has its own advantages, the brand awareness is still 

relatively low compared with famous logistics company or E-commerce Company such as S.F. 

Express, FedEx EXPRESS, JD Company and Tmall. For the case of Haier medicine, Haier 

medicine get success in the beginning time by using the brand awareness of Haier. The 

challenges of Haier medicine are the incompatibility of brand image. Consumers consider that 

Haier can provide them with a high quality product in home appliance industry, but they doubt 

whether Haier can provide them with medicine in good quality and effect. Therefore, the brand 

awareness of Haier medicine was constrained by the Haier’s brand image as a home appliance 

company. On the contrary, Haier’s brand awareness also had the risk of being diluting by the 
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Haier medicine. Furthermore, Haier medicine did not use enough market communication way 

to promote its brand awareness.  

According to the three cases, although these cases belong to different industries, it also shows 

some interesting findings. From the challenge perspective, the first is that when a company uses 

a house of brands strategy to innovate its brands, it is hard to leverage the influence of parent 

brand. In order to get competitive advantage, the new brand needs create its own characteristics 

like creative idea, creative business model and high price performance. The third is that when 

a company uses a house of brands strategy to innovate its brands, there are no impact on both 

new brand and parent brand whether the categories of new brand are distant or related with the 

brand portfolio. The fourth is that when a company uses a branded house strategy to innovate 

its brands, the category of distance has the impact on the brand innovation. The new brand has 

the risk of diluting the image of parent brand and brand portfolio, and the new brand also will 

be influenced by the constraint of parent brand. On the other hand, the new brand can also get 

help from the parent brand’s influence.  

5.1.2 Brand loyalty  

It is crucial for a company to build its brand to get brand loyalty from their customers (Aaker, 

1991). Similarly, the brand loyalty is an important factor for new brand. A new brand can get 

brand loyalty from parent brands if using the same name with parent brand. However, the 

biggest challenge is how to convert the brand loyalty of parent brand to new brand.  

In the background of a house of brand strategy, there are no connection between new brand and 

parent brand. So the new brand can’t leverage the brand loyalty of parent brand to get 

competitive advantage. The challenge is that the new brand needs to accumulate its own brand 

loyalty from customers. It needs a long term strategy to provide good product or service to 

attract customers and build its brand reputation (Aaker, 1991). On the other hand, it also has its 

advantages. Customers have the deep loyalty to a brand, it might be hard for them to accept an 

unsuccessful new brand using the same name with parent brand. For Leader and Goodaymart, 

both of them use a house of brand strategy, so it is hard for them to use the brand loyalty of 

Haier. They only can use their own competitiveness to attract customers to accumulate brand 

loyalty. For Goodaymart, it involved in two industries which are E-commerce industry and 

logistics industry. In these two industries, Goodaymart needs to compete with power rivals. 

Due to the shortage of brand loyalty it is hard to compete with these top companies. In order 

to respond to competition, Goodaymart used differentiation strategies. In E-commerce filed, 

Goodaymart focuses on home appliance products and Haier product. It mainly relies on Haier’s 

home appliance products to absorb the customers. Using this strategy can convey some brand 

loyalty to Goodaymart. When customers want to buy some Haier’s home appliance products 

online, they are willing to choose Goodaymart because they find all the products they want in 

Goodaymart. In logistics industry, Goodaymart paid attention on small and medium-sized cities 

and villages. Goodaymart can provide the service to the remote and poor area in a short time, 

where the big logistic companies such as S.F Express, and FedEx EXPRESS cannot provide 

the service or cannot provide service so quickly.   
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In the background of a branded house strategy, it is easy for new brand to leverage the brand 

loyalty of parent brand. The advantage of this strategy is that if the new brand succeeded, the 

new brand would have a large amount of potential customers which have strong loyalty from 

the parent brand. The challenge is how to convert the brand loyalty of parent brand to new 

brand. For the case of Haier medicine, according to theory of brand portfolio strategy, it should 

be easy to leverage the brand loyalty of Haier. However, the image of Haier medicine is too 

much different from Haier. Customers of Haier are hard to accept that a home appliance 

company to produce the medicine. As a negative example, the problem is not all in Virgin Cola, 

but it has some powerful competitors such as Harbin Pharm, China Medicine, and Shanghai 

Pharmaceuticals. These pharmaceutical companies all have long history and stable customers 

group. It is hard for Haier medicine to compete with them.  

5.1.3 Brand association 

According to Aaker (1991), Brand association refers to anything related to brand image. The 

brand association is an important factor for customers to buy the products or not. In order get 

the value of brand association, a company needs build its own brand association (Keller, 1998). 

When a company innovates its brand, the new brand has its own brand association. To the new 

brand, the brand association is a double-edged sword. It is important for company to leverage 

the brand association to promote its brand and sales.  

As we mentioned before, in the background of a house of brand strategy, there are no connection 

between new brand and parent brand. Therefore, the new brand has its own association which 

is no connection with parent brand (Aaker, 1994). The challenge is that a company needs build 

its own brand association. The advantage is that the company can get rid of the constraint of 

the brand image of parent brand. It can expand its brand into any industry. For Leader, although 

it cannot use the brand association of parent brand, it succeeds to link its brand association with 

customized product & service and high cost performance. As home appliance products, Leader 

has the cheaper price than Haier, and Haier do not have the customized product. Compared with 

its rivals, Leader also has good cost performance, and good quality. In addition, most of rivals 

do not have the customized product. For Goodaymart, it is the same situation with Leader. 

Goodaymart cannot leverage the brand association with Haier. Goodaymart tries to link its 

brand association with efficiency delivery, and “the last-km differentiated solutions” (remote 

region service) in logistics market. In the E-commerce market, Goodaymart tries to link its 

brand association with professional home appliance online shopping mall, and good after-sales 

service.  

In the background of a branded house strategy, brand association of new brand is closely linked 

with parent brand. For the case of Haier medicine, we can see that Haier is a home appliance 

company, so its brand association is linked with home appliance product, high quality, high 

performance and high efficiency. However, in the medicine industry, the brand association 

should be healthy, and safe. It is hard for customer to link them with each other because of the 

different brand association. In addition, customers feel strange for Haier to produce medicine 

which leads to the negative impact of brand association of Haier medicine. Therefore, although 

Haier medicine can leverage the brand association of Haier to promote its brand, the 
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incompatibly of their brand association have adverse impact on Haier medicine. 

5.2 Challenges from market and financial perspective. 

In the theory part, I supposed to investigate challenges of brand innovation from the market 

perspective including distribution channel conflict and marketing positioning conflict. Due to 

that Haier has very complicated distribution system, it is hard for me to get empirical data of it. 

In addition, the reasons of distribution channel conflict are various, and it is impossible to 

confirm that the distribution channel conflict has the causality with brand portfolio strategy. 

Therefore, in market perspective, I only analyze the challenges from marketing positioning 

conflict. The marketing positioning conflict includes geographic market overlap and pricing 

positioning overlap. When a company introduces a new brand or a new products, it may cause 

overlap in geographic market and price positioning (Vu, Shi, & Hanby, 2009). In these three 

case, only Leader has marketing positioning problem with other brands in brand portfolio of 

Haier. The challenge of Haier is how to avoid the risks of cannibalization. If it happens the 

cannibalization among Haier and its subbrands, it will not be beneficial for the growth of these 

brands. So in order to overcome the challenges, Haier uses the different marketing positioning 

strategies to classify them into different geographic market and price positioning.  

From the financial perspective, due to that the data of the cost of promoting new brand belongs 

to confidential information of company, it is not possible for me to get it. But, from the interview 

of the product manager and brand manager, I can summarize some qualitative information from 

the financial perspective. The first is that if the categories of new brand are distant with the 

brand portfolio, there are no impact on both new brand and brand portfolio, and in addition it 

will cost company a lot of money to promote the new brands improve its brand awareness 

through TV advertisement, magazine, Exhibition, and Internet media. The second is that if the 

categories of new brand are related to the brand portfolio, it will save a lot of money to promote 

the new brands because of the protection of parent brand.  
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6. Conclusion

In the last section, the outcome of this paper will be presented and this chapter includes 

implication, limitation and further research 

Based on the research findings, I have deduced that there are several challenges faced by 

Haier related to their use of different brand portfolio strategies to innovate the brands. As

reflected in the analysis part, the challenges are mainly related to four parts which include

brand awareness, brand loyalty, brand association and market positioning conflict. The 

research question of this paper is: What are the challenges of brand innovation a company 

faces depending on its brand portfolio strategy (i.e. a house of brands portfolio, or branded

house portfolio)?  

To the background of a house of brand portfolio strategy, the challenges from the brand 
perspective including brand awareness, brand loyalty and brand association are similar with 

each other. One challenge is that the new brand cannot leverage the parent brand image to 
improve itself whether the category of new brand is related or not related with parent brand 

because customers do not know the connection between them. From the case of Leader and 
Goodaymart, we can see that their challenges are similar. In order to overcome the challenges, 
Leader uses some strategies such as low price, customized products & services and uses its

own business model. Goodaymart also uses its own strategies such as the "last-km 
differentiated solutions" and shorten the delivery time in big cities. From these two cases, I 
find that in order to overcome the challenges from a brand perspective in the background of a 
house of brand, it is significant for a new brand to create its own characteristic which is 
different from the parent brand to build its own brand equity. From a market perspective, only

Leader is in the same industry with other Haier’s subbrands. So I can only analyze the

challenges of Leader from market perspective. In Leader case, we can see that Haier tries 

every means to avoid price overlapping and geographic overlapping among the subbrands. 

This is because it will lead to cannibalization among those subbrands, so it is harmful for both 
the new brand and the other subbrands in their brand portfolio.

In the background of a branded house strategy, it should be an advantage for the new brand to

promote its brand through leveraging the parent brand image from a brand awareness

perspective. As a matter of fact, it needs to consider other factors such as the category of the 

new brand. If the category of new brand are incompatible with the parent brand, the parent

brand image has an adverse impact on the new brand. In addition, when extending the brand to

a new category, the company should consider the consumers’ brand loyalty to the existing

brand. Sometimes, the brand loyalty can have the positive impact on the new brand, but
sometimes it will have a negative impact on the new brand. For example, the loyal customers

of Haier might not accept Haier as a pharmaceutical company, so the connection between

them has the negative impact on both brands. From the brand association perspective, the

challenge is how to leverage the brand association of the parent brand to build its own brand

association. The new brand will be endowed with the brand association of parent brand, and 

customers will link the new brand with the parent brand. If they find the brand association

between new and the parent brand as incompatible, they will doubt the new brand to have the

same value as the parent brand.
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In the case of Haier medicine, Haier is a home appliance brand, and its brand association is 

linked with home appliance products, high quality, high performance and high efficiency.

Haier medicine is a pharmaceutical brand, and its brand association is connected with health 

and safety. Therefore, although Haier medicine can leverage the brand association of Haier to 

promote its brand, the incompatibly of their brand association have an adverse impact on

Haier medicine. From the case, I conclude that the compatibilty of the category of the new

brand with the parent also have a significant impact on the development of new brand. In

order to leverage the parent brand image in the background of a branded house portfolio 

strategy, the category of the new brand should not be incompatible with the parent brand.

6.1 Managerial implications and further research 

There are a lot of previous research on the challenges of brand innovation. For example,

Spencer (2010) used a brand portfolio perspective to analyze the challenges of brand

innovation, and Aaker (1994) used brand equity theory to analyze the challenges of brand 

innovation. However, there are not many studies done that analyze the challenges of brand

innovation by using a brand innovation model which consider both brand portfolio strategy

and the category of the new brand. This study has researched four aspects of challenges

including brand awareness, brand loyalty, brand association and market positioning conflict, 

and the study has serveral important managerial implications.

More specifically, the results of this study can help other companies to make better decisions 
when they decide to innovate their brands. Managers can understand the challenges of brand

innovation when they decide to use a house of brand portfolio strategy or a branded house 

portfolio strategy to create a new brand, and they can leverage my research to avoid the 

possible risk from the brand equity perspective and market perspective. In my research, I 

consider factors related to the brand portfolio strategy and the category between parent brand

and new brand (from a brand equity and market positioning perspective). It is interesting to

analyze such a combination, and in reality, additional factors and combination should be 
considered when a company innovates its brand. Therefore, my research provokes some

interesting questions: 1. What brand portfolio strategy should a company choose when

innovating its brand; a house of brand or a branded of house? 2. Which other factors (except

the factors in my research) should a company  consider in order to innovate its brand 

successfully? Obviously, the answer is out of scope for this research, but it can be interesting 

to find answer to these questions.

6.2 Limitations and further research
For obtaining a more detailed and comprehensive result regarding the challenges of brand 

innovation a company faces depending on its brand portfolio strategy, more research must

be conducted：  

1. In order to get an full overview of the patterns of the challenges of brand innovation when
using the brand innovation model, each dimension should have a case to compare with each

other. However, in my research, I have only three cases to investigate. In my studye all the

cases are from the same company to show the challenges of brand innovation, but I have
had  a hard time fulfilling all the dimensions of brand innovation. It would be interesting to

investigate the brand innovation from different companies to fill the brand innovation

model to gain better results, that can generate generic findings.
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2. This study only has two respondents who cannot know every aspect of brand innovation,

and the collected data might therefore be subjective and biased. This risks to affect the

accuracy of the results, so it future research should assure to include more respondents
from different departments such as the general managers for each case brand.

3. In the process of collecting the empirical data, some detailed data such as financial data

was hard to find as it is trade secrets that researchers have no access to. Future research
should search to also investigate the fee of marketing communication when firms are
creating a new brand, as this will allow for a more comprehensive analysis of the

challenges of brand innovation.
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Appendix  

Questionnaire to company 

Warm up questions 

1. How long have you been working with this company?

2. What kind of position are you in now?

3. How many employees are working there?

4. How important is innovation to your company?

5. Which kind of brand innovation strategy do your company use to improve its

competitiveness?

Question1：Which core industry of your company you think can represent the brand image of 

your company? Why? How does the brands in this industry affect the growth of your company? 

Question2: In this core industry, there are a lot of subbrands. In your opinion, after the new 

subbrands entering into this core industry, how will it influence the other subbrands in this core 

industry? And how about the influence on the parent brand equity? (Please give examples to 

analyze the pros and cons of it, if it is possible)  

Question3: Your company also operate other subbrands in other industry, In your opinion, how 

do the new subbrands which is not in the core industry influence your subbrand in core industry? 

And how about the influence on the parent brand equity? (Please give examples to analyze the 

pros and cons of it, if it is possible) 




