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INTRODUCTION

One of the key drivers of M&A activities in
today's economy is innovation and brand
value.' In 2020, 90% of the S&P 500 compa-
nies' value is attributed to intangible assets,
highlighting the tremendous impact they
command.” A strong brand can be an impor-
tantadvantage in the M&A process. It gives all
stakeholders an understanding of the com-
pany they are dealing with, highlighting the
culture and identity of the organization.” A
well-articulated brand conveys the com-
pany's unique value proposition, thereby
facilitating the task of identifying strengths,
weaknesses, and areas of synergies between
merged companies.’ This information helps
guide negotiations and smoothens the
journey through the M&A process.” These
actions, signals effort by the company to
strengthen their positions, extend their
reach, diversify their offerings, or even
reinvent themselves. Thus, trademarks and
brands are quite valuable. They serve as a

significant asset for any enterprise, particu-
larly in the modern, highly competitive, and
brand-centric market landscape.’ They play a
vital role in fortifying brand identity and
guarding against counterfeit enterprises,
hence their increasing prominence during
merger and acquisition due diligence.”

As a merger process unfolds, businesses
often experience disruption, with pressure
from management, and customers often
questioning the supposed benefits of the
deal.’ Once the deal, however, closes, the
initial wave of excitement often subsides,
giving way to the unnerving prospect of
integration.9 In this case, a valuable brand
could either serve as a unifying force or could
create a difference of opinion in brand
acceptance."’

The latest rebranding of the tech titan Twitter
to 'X' emphasizes the significance of trade-
marks and brands. Using Twitter's name
change as a backdrop, this article examines
the relationship between brand value,
trademarks, and their significance in M&A
negotiations. The goal is to understand how
management's handling of brand value and
trademarks during M&A negotiations might
potentially decide a company's future direc-
tion, both in perception and actuality.
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BRAND VALUE AND TRADEMARKS

Brand value, also known as brand equity, is an
important component of a company's valua-
tion. It consists of a number of components,
including brand awareness, brand loyalty,
perceived quality, and brand associations, all
of which contribute to the overall economic
value of the brand name."

Trademarks, on the other hand, are the legal
protections given to the names, logos, sym-
bols, phrases, or a combination of these that
distinguish one brand from others.” They
serve animportantrole in eliminating market
confusion, ensuring a brand's uniqueness
and recognizability, and legally protecting a
brand's competitive position as the intangi-
ble embodiment of brand value.

Aregistered trademark increases the value of
abrand by acting as a stand-alone asset. With
the passage of time, the financial and mone-
tary value of a trademark rises."’ This
increase in value is not simply the result of
time but is directly related to the reputation

and recognition a company acquires.” As a
company grows, innovates, and establishes a
strong customer base, it gradually acquires a
reputation. This reputation raises the per-
ceived market worth of the trademark. The
goodwill associated with a well-known and
respected trademark can significantly
improve the value ofa company.

Trademarks play an increasingly important
function in an increasingly digital society.
Trademarks are becoming the visual and
cognitive anchors that consumers identify
and link with a brand's promise as they
engage more with brands online. Twitter's
bird logo, for example, has become one of the
most recognizable symbols in the digital
domain, signifying a platform for real-time
information sharing.15 Inabroad sense, brand
value and trademarks are intrinsically linked.
While brand value quantifies the economic
importance of a brand, trademarks safeguard
that value from being eroded or misappropri-
ated by competitors. Together, they account
for a sizable chunk of a company's value,
particularly in industries such as technology, n
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where intangible assets frequently outnum-
ber tangible assets. As a result, they play an
important role in M&A negotiations and
valuation.

BRAND VALUE, TRADEMARKS, AND M&AS

During M&As, the acquiring business fre-
quently confronts the issue of whether to
preserve, merge, or change the acquired
brand and its trademarks. The decision has a
substantial impact on the brand's perceived
value and may have an impact on consumer
loyalty and market position. A successful
M&A often requires the seamless integration
of both brands to guarantee that the new
organization optimizes the value obtained
from the merger. When two companies
decide to merge or when one acquires the
other, the brand value and trademarks of the
acquired entity become strategic assets. The
acquirer must navigate the tough decision of
deciding whether to keep the existing brand
and its trademarks, merge the brands, or
create a completely new brand.

This selection can have a significant impact
on the new organization's perceived value,
current consumer loyalty, and market posi-
tion. The importance of a brand's value
extends beyond influencing buyers' purchas-
ing decisions. Increasing its value during the
M&A process through smart and logical
integration can help to consolidate the
brand's worth post-merger.”” This strategy

has the potential to increase the overall value
of the merger and strengthen its long-term
viability."”

To illustrate, when Disney acquired Pixar in
2006, it chose to keep the Pixar brand alive
due to its significant brand value and loyal
customer base.” The Pixar name and logo
were associated with high-quality, innova-
tive, and successful animated films, a unique
brand identity that Disney did not want to
dissolve.” This decision to maintain both
brands separately allowed Disney to leverage
Pixar's established brand value and its
associated trademarks. It also avoided the
potential alienation of Pixar's fanbase and
employees, which could have had a negative
impacton future projects.

Similarly, in 2014, Facebook's (now Meta)
acquisition of WhatsApp provides another
insightful example.” Despite the acquisition,
Facebook chose to retain the WhatsApp
brand, owing to its strong user base and
distinct brand value.” This decision not only
protected the app's 600 million active users
pre-acquisition but also allowed Facebook to
tap into markets where WhatsApp was more
popular.” Here, the trademark served as a
strategic asset, enabling the newly merged
entity to reap benefits from the significant
brand value associated with WhatsApp.

Contrastingly, there have been instances
where companies chose to rebrand post-
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M&A. For instance, the merger of United and
Continental Airlinesin 2010 led to the consol-
idation of the two brands under the 'United'
name, albeit with Continental's logo.” This
decision allowed the new entity to leverage
the combined brand value and recognition of
both airlines while reducing the potential
confusion and brand dilution that could occur
with two separate brands.

In each of these cases, careful consideration
of brand value and trademarks played a
critical role in the strategic decision-making
process during M&A activities. The way these
intangible assets are managed can signifi-
cantly influence customer perceptions,
market position, and ultimately, the success
or failure of the M&A. Therefore, a compre-
hensive understanding of these elements is
fundamental for any company planning to

a vital tool to streamline the integration
process when companies merge or get
acquired. Brands assume a pivotal role at
various stages of M&A activities: prior to the
transaction, during the consolidation, and
following the completion of the acquisition.
An illuminating case study is Amazon's
acquisition of Whole Foods in 2017. The $13
billion price tag for the acquisition was
dominated not by the tangible assets of
Whole Foods, but by a substantial amount
allocated to goodwill, nearly 70% of the total
cost.” This substantial emphasis on goodwill
implies that Amazon was investing more in
the anticipated future growth of Whole Foods
thaninits existing assets.

However, it's crucial to differentiate between
the concepts of brand and goodwill. Although
they're closely linked, they're not inter-
changeable. A brand refers to the unique
identity, reputation, and promise that a
company makes to its customers, while
goodwill isa measure of the intangible value a
company has accrued, including reputation,
customer loyalty, and other non-physical
assets.” Therefore, while they are distinct
concepts, both brand and goodwill play
interconnected roles in the world of M&As. A
strong brand helps boost goodwill, which in
turn, can enhance a company's overall

. o marketvalue.
engage in M&A activities.
A robust and well-managed brand doesn't
just enhance monetary value, it also serves as
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TWITTERTO 'X": ACASE STUDY

In a rather extraordinary move, Twitter
recently announced its name change to 'X.”
As a social media giant with more than a
decade's presence and strong brand equity,
Elon Musk's decision to rebrand to 'X' was
seen as a strategic move in response to
significant M&A activities. Twitter's brand
value, like most tech companies, resides
mainly in its intangible assets.” As an estab-
lished brand, Twitter possesses high brand
awareness and loyalty.” Its name, logo, and
the platform's unique microblogging nature
have become synonymous with real-time
information sharing worldwide. The value of
Twitter's intellectual property (IP), including
its trademark, was deeply intertwined with
its brand value. IP protection helped Twitter
maintain its unique position in the market,
preventing competitors from mimicking its
distinctive features. Thus, the brand value
and the IP value of Twitter were mutually
reinforcing, creating a robust and unique
market presence.

In renaming to 'X,' the company faces poten-
tial risks of losing some of this immense
brand value. Analysts and brand agencies
suggest that Twitter's strategic decision to
rebrand as 'X,' coupled with the removal of its
iconic bird logo and associated terminology
like "tweet," has resulted in a reduction of
brand value estimated between $4 billion and
$20 billion.”” According to Brand Finance, the

rebranding of Twitter to 'X' has reportedly led
to a significant decrease in brand value,
estimated at a 32% decline to $3.9 billion.
Additionally, the brand's strength has experi-
enced an 11-pointreduction.

The acquisition of Twitter and the subse-
quent name change to 'X' marks a seismic
shift in the social media landscape.” The
motivations for such a move could be multi-
faceted, potentially including strategic
repositioning, access to new markets, and
enhanced growth opportunities. However,
this change may bring significant implica-
tions for Twitter's brand value and IP. With
the name change, the strong brand associa-
tions tied to "Twitter' may be put at risk. The
new entity, ‘X', has the task of either transfer-
ring the brand equity from Twitter or build-
ing a new brand identity from scratch. The
name 'Twitter', protected by its trademark,
has a specific set of associations for its mil-
lions of users. The change to X may mean
these associations could be lost, leading to a
possible dilution of brand equity.

Additionally, from an IP perspective, the
change brings its share of complexities. While
the company might have retained the rights
to the original Twitter trademark and its
associated features, the practical value of
these IP assets could diminish if X' does not
maintain the same brand associations.
Additionally, establishing the trademark of
'X'" demands considerable effort and
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resources to build recognition comparable to

Twitter's.

The change from Twitter to X offers impor-
tant lessons to any company considering a
major rebranding following an acquisition.
First, IP valuation is a complex but necessary
process during an acquisition. As a result,
businesses must assess the value of existing
trademarks and how they may change over
time. This includes taking into account the
possible residual value of previous trade-
marks as well as the investment required to
build recognition for new ones. Second,
companies should ensure that they have a
strategic plan in place for utilizing current
brand equity during the transitional period.
This may entail retaining certain features of
the brand or gradually introducing changes
to assist users in adjusting. Lastly, companies
should anticipate varying responses from
various stakeholder groups and prepare
strategies accordingly. Brand changes can
elicit powerful emotions, and companies
must properly manage these reactions in
order to preserve loyalty and trust.

CONCLUSION

The transformation of Twitter to 'X' provides
interesting insights into the interplay
between brand value, trademarks, and M&A.
This bold move reinforces the strategic
importance of brand value and trademarks in
merger and acquisition decisions, highlight-
ing that the management of these intangible
assets plays a critical role in a successful
merger or acquisition.
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