
 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

8 April 2012

Third-Brand Offerings in the Telecom Industry 
In a commodity market such as telecom-
munications, successfully launching a 
third brand offering can be challenging, 
especially from a pricing perspective. In 
this article, the author outlines the five 
golden rules for this type of launch, and 
provides best practices for pricers in mul-
tiple industries for planning to launch 
third-brand offerings. Dr. Ekkehard 
Stadie is a partner and global head 
of Simon-Kucher & Partners’ telecom 
practice. He can be reached at Ekke-
hard.Stadie@simon-kucher.com.

A third-brand offering is de-
fined as a product that is dis-
tributed under the brand of 
a sales channel partner. In 

the telecom industry this is quite com-
mon, especially in the prepaid segment. 
This approach enables telecom provid-
ers to penetrate the customer base of a 
third party through an already rolled 
out distribution system and benefit from 
an existing brand in the consumer mass 
market in terms of brand awareness, rec-
ognition and brand image. It is driven by 
the fact that customers are more familiar 
with telecom products and the purchas-
ing process for telecom products is be-
coming increasingly commoditized. The 
five golden rules for a successful third 
brand offering are:

#1 Ensure that the management set 
clear brand-specific strategy guide-
lines concerning target group, price-
value positioning and level of price 
aggressiveness. In the underlying case 
the third-brand offering was targeted on 
the price-sensitive customer segment that 
was not penetrated by the company’s 
main premium brand. Due to ongoing 
competitive pressure the company risked 
losing price-sensitive customers to low-
er priced competitors. The third brand 
should act as an internal fallback option 
for these likely to churn price-sensitive 
customers and should be perceived as a 
price “leader” through a “no-frills” strat-

egy, but without really undercutting the 
price of the main competitor to avoid 
price erosion in the market. Further-
more innovations had to be attributed 
only to the main brand. This led to clear 
guidelines regarding which price mod-
els might be offered under which brand. 
The overall goal was to protect the main 
brand and limit risk of cannibalization 
– the management defined a clear-cut 
threshold. Guidelines like these are es-
sential for subscriber growth and neces-
sary to circumvent brand dilution, price 
erosion or cannibalization.

#2 Be aware that a new brand comes 
also with a new market positioning 
(attacker) that requires a market lead-
er to undergo a certain shift in mind-
set. Developing a differentiating product 
portfolio in a commodity mass market 
with high fixed costs and low custom-
er willingness to switch is challenging, 
however, even more so for an incumbent. 
Incumbents have to be aware that they 
are entering the market under a third 
brand as an attacker. You need to ensure 
an attacker-like offer by de-bundling the 
default market offer model to achieve a 
perceived price leadership. 

#3 Remember that not only the brand 
but also the sales power of the distri-
bution partner provides core guide-
lines for offer design. Besides the route 
guiding principles that are set by the 
management of the main brand, there 
are also restrictions coming from the 
sales partner. The established offer-
ing has not only to correspond to the 
brand values, for example, providing fair, 
transparent and price worth products, 
but also has to ensure that the product 
matches the partner’s sales processes. A 
food retailer might be less experienced 
with selling a telecom product and pro-
vide only a limited service level at POS 
compared to an electronic department 
store. Therefore offering a simple product 
supporting a smooth selling process has 
to be the management’s main target.

#4 Choose the optimal sales partner 

for distributing the product carefully. 
The core decision criteria to identify the 
most promising sales partner(s) are stra-
tegic fit to your positioning (e.g. fit to 
“no frills” or target group), size of market 
potential (number of distribution chan-
nels, number of POSs, market share in 
their respective market, regional cover-
age), distribution cost (e.g. brand fee, 
POS material) and the sales brand. The 
brand heritage should fit to your product 
category or should be adaptable enough 
to cover also your product category. The 
absolute number of alternative sales part-
ners for one product is limited due to 
potential customer overlaps and therefore 
growing cost of acquisition as fixed in-
vestments (marketing spend, POS mate-
rial, brand fee) result in fewer additional 
gross adds. 

#5 Secure a cutting-edge communica-
tion concept for market launch. For 
market launch under the sales partner’s 
brand, the new product could be tied 
to existing brand elements to facilitate 
brand extension. Brand values have to be 
carefully transferred to the new product 
and an integrated communication con-
cept with an attractive, differentiating 
marketing approach has to generate the 
required product brand awareness.

Increasingly more industries are matur-
ing and many products are developing 
into commodities. These developments 
are a big challenge for global telecom 
providers. This includes pricing, offer 
design and brand strategy for second 
and third brands. It also implies having 
guidelines, frameworks and systems in 
place which ensure that the combina-
tion of first, second and third brands are 
devised optimally. There are prominent 
examples, particularly in the automotive 
industries, where second brands became 
— at least in the perception — more 
successful than premium brands. This 
had negative consequences for manage-
ment and market performance. Clear 
rules and an honest attribution of costs 
to the variety of brands help to avoid 
these conflicts.




