A “brand” is more than a registered trademark or an image, and more than advertising or specific product properties. It is an economic entity which integrates the activities of the entire value-added chain – from the acquisition of raw materials through sales to shelf presentation – and orientates them to the clientele. A brand comes into existence whenever the cumulative effect of favorable experiences produced by a specific performance elicit trust from the general public. Marx already discerned this association, which he described as “the fetishism of commodities,” and which from our viewpoint means nothing other than a good name under which the historical performance of a company is stored in the minds of clientele, industry and general public. 
The brand has undergone a very special development in Russia. Although it was always an integral part of commercial life, it led a shadowy existence for several decades. In time this situation led to a brand practice that is unique in many respects. Nevertheless, the principles by which a brand develops, the ways in which it functions, the modes of behavior that determine its success, and the points to observe in their management, are the same everywhere. The following account of the brand as an energy system will serve to illustrate this observation and will be followed by a description of Russian brand practice. 

Managing the brand as a commercial entity
Every brand system consists of two basic effective elements: the “performer” on the one hand; and the “financiers” on the other hand. The manufacturer, product and distribution are defined as the performer. They are the organized sub-systems of the brand and deliver extensive performance packages. The clientele is the financier of the brand. 
The clientele, the general public and the industry store their experiences with the brand if the offering is specifically distinct from the market: in other words, if differentiation is established. The brand name (inclusive of logo and symbol) is the brand energy store. 
The energy which distinguishes a brand from a mere trademark is established only over a number of years, and often decades, when specific experiences in the minds of clientele, general public and industry merge to form a common experience of the brand’s unique historical performance. The brand energy becomes all the stronger, the longer the period during which a unique history is being continued. This is the only explanation for the vast competitive strengths of epoch-making brands. 

The brand as an energy system
The brand operates on the principle of an energy system, in which the clientele acts as an energy store. The brand energy is hence not stored in the company but in the clientele’s mind. This situation, which many managers find highly irritating, is clearly demonstrated by the fact that successful brands have to start from zero when entering a new market – even if they transfer all the typical brand elements to it from the domestic market (interiors, products, brand names and symbols, advertising media, and so on). Many Western brands have made this mistake in Russia, to their considerable cost. 
The company represents the other side of the energy system: the energy source. Getting this energy source to work costs money. For the company, all activities needed to supply the brand with energy involve costs. Only the storage function of the clientele ensures that the company’s offerings are accumulated in their minds and are converted into brand energy. Costs become investments in the own clientele. The systemic link between the company’s historical performance and the clientele’s storage function is fundamental to the brand’s profitability and its competitive strength in the market. 

“Positive prejudice” commits the clientele permanently to the company’s products and services
A brand’s strength is not made up of vague ideas, images or emotional soft facts, but of a large array of individual concrete activities and offerings, from which the clientele has formed a unique brand gestalt over several decades. This brand gestalt comprises typical product properties, modes of use, brand-specific design, distribution, pricing and quality of performance, the brand’s positioning in relation to competitors, its advertising, its innovations, and much more besides. 
Repeated same experiences with this brand gestalt become consolidated in the clientele to create a “positive prejudice” – an immense energy which takes effect under the specific brand name. 
Unlike individual judgments, collective prejudices draw on an extraordinary degree of proliferative energy and power of inertia. Anyone who has tried to argue the person opposite out of a negative prejudice will confirm this. Structurally speaking, positive prejudices function very similarly. They enjoy access to just as large amounts of potential power, but react more sensitively to irritations. As far as brand management is concerned, this means that negative deviations from the known brand gestalt can irritate the clientele considerably, and therefore should be strictly avoided. 
Brand management would be well-advised to ensure that the current offerings of its company are recognizably linked with the historical performance, and to ensure cyclic feedback of the clientele’s positive prejudice by means of self-similar brand management. Each of these cyclic feedbacks between brand and clientele strengthens brand energy. In contrast to an unlabeled range of products, in the case of which each new transaction produces the same costs, when new offerings of a well-known brand are in line with its historical performance the brand operates with constantly increased cost-efficiency and Institut fьr Markentechnik simultaneously achieves a higher-quality revenue and greater competitive strength. 
New products and services existing in a self-similar relationship to this positive prejudice can profit from the built-up brand energy and at the same time give the brand a further boost of their own. Because of its positive prejudice, the clientele is open to new products from that brand, and is prepared to pay an adequate counter value for performance. This enables the company once again to generate the requisite investment power to further extend its superiority compared with competitors. The brand operates with utmost efficiency and competitiveness. 

Lively development
Successful brands have featured in Russia’s economic life since the late eighteenth century. In 1783 Tsarina Catherine II issued a decree which required “every factory-owner or manufacturer to use his own stamp”.2 A century later the Russian Brockhaus-Efron Encyclopaedia already described the brand as an object functioning as a means of adding value: “Trademarks protect not the right to physical ownership of things… but reputation and customer relationship… as a source of corporate profit.” 
The first trademark law in the Russian Empire was passed in 1896; a brand landscape came into being at the same time. Russian brands also won recognition on an international comparative scale. Many of them were awarded medals at major international exhibitions and trade fairs. 
The development of the Russian brand sector experienced a particular impetus with the founding of the Soviet Union. Although a decree of the Council of People’s Commissars in 1926 included an outright prohibition of the use of trademarks from the pre-Revolutionary period, the decisive contribution made by brands to the construction of the economy as a whole very soon became evident. Initially, the use of brands was permitted in the export trade, since they were indispensable there in order to remain competitive on an international scale. In 1936 the branding of heavy industrial products received statutory approval and the term “Proisvodstvennaya Marka” (manufacturer’s brand) was introduced. It was acknowledged that a sustainably strong economy could be achieved only by means of brands: that is, by building up clientele and the creation of brand energy. Subsequently, brands were “permitted” once again in the domestic market as well. 
In 1962 a new trademark law was passed which provided for the protection of service and consumer brands. In the nineteen-seventies this law was extended to the effect that trademarks must be displayed on all products. The first State advertising agencies were founded. Although branded products were now available, brands in the proper sense were not as yet a necessary consequence of that. Up to the end of the nineties, however, a brand industry – even though modest in scope – did come into existence. 
The number of branded products multiplied when the Russian market was opened up in 1991. An examination of the brands that were able to establish themselves in the process of market transformation reveals a very wide variety of success patterns. Nevertheless, they all have one thing in common: they operate on the basis of brand energy. In this context, two especially typical modes of procedure used to manage brands successfully may be cited by way of illustration. 
1. Brand management on the basis of existing brand energy 
It is particularly obvious in the case of Russia that the clientele of a strong brand can survive several changes in forms of government and market. Many brand managers have taken advantage of this fact in recent years. Accordingly, many Soviet brands were continued in the Russian Federation. These brands were improved and modernized in a number of ways, but their decisive competitive advantage resided in the fact that they had an existing clientele. They could already utilize an existing positive prejudice, and did not demand the expenditure of considerable funds to make them known. Typical examples in this respect are such brands as the “Java” cigarette, the “Rossiya” and “Krasny Oktjabr” chocolate brands, and many others. Procedure in this regard followed the above-mentioned principle of self-similarity. Major elements of performance were retained – whether packaging, logo, formulation, or slogan, etc. – although the products were modernized. This has enabled brands whose quality did not always prove satisfactory during the Soviet period to withstand current competitive conditions successfully. 2. Brand establishment with the aid of collective resonance patterns 
Since it was not possible for all companies to reactivate existing brands, “collective resonance patterns” were used to establish new brands. This involved the evocation of positively-loaded general conceptual clusters already present in the population. As example of this one might cite resonance patterns from the thematic complex associated with “Russian history” or “national identity” – from “Grigory Rasputin” mustard through “Stenka Rasin” beer to “Pjotr I” cigarettes. The use of Tsarist motifs is especially favored in the area of logo and package design. A reference to the Russian Orthodox Church is evoked in the case of mineral waters. The “place/region of origin” resonance pattern was also used (e.g. “Baltika” beer). 

Recommendations for operational brand management
The success or failure of a brand as a commercial entity depends solely on management. What do Russian managers have to take into account if they wish to use brands to promote success in the future too: in other words, to use them to achieve higher value added? On the basis of its many years of experience in advising brand companies, the Institut fьr Markentechnik offers the following recommendations to managers responsible for brands in Russia: 

· Offer a specific product or service: have confidence in your individual performance and do not copy competitors. 

· Communicate your specific characteristics: that is, the special, unique aspects of your products and services, and not emotions in general. Only your performance makes you unmistakably unique. Everyone makes use of emotions. 

· Utilize existing brand energies and/or collective resonance patterns, if possible. This will save you a lot of money in achieving market success with your products and services. 

· Manage your brand self-similarly. Trust and public confidence can only be built through familiar goods. 
