




Praise for A New Brand World
“I know the ‘brand literature’ cold—and most of it leaves me cold. This book is different. This author is different. This is a wise book. A collection of great stories about creating the greatest story of all—a ‘brand story’ that is true and compelling and that persists. This is not a ‘quick read’—it is a book to savor and discuss with only your best friends and colleagues. Great brands are about who we are—in the end, character issues. Bravo, Scott—now I understand why you are perhaps the greatest brand maven of our time!”
—Tom Peters
“Through his leadership at Nike and Starbucks, Scott Bedbury redefined the ‘consumer-brand relationship’ informed by consumer insights that were missed by everyone else, and that more established companies are now just catching up to. Scott is an important partner in our redesign of marketing at The Coca-Cola Company.”
—Stephen C. Jones, chief marketing officer,

The Coca-Cola Company
“In the annals of branding, nobody has done as much or knows more than Scott Bedbury. Here’s a guy who’s ‘just done it’ at Nike and taught Starbucks how to think outside the cup. If you want to learn how to build a great brand in this New Brand World, read this book.”
—Alan M. Webber, founding editor, Fast Company
“I don’t think there is anyone in the world who knows more about strong brands than Scott Bedbury—there is certainly no one who can tell his story and make his points with such insight and wit. A New Brand World gives you the inside story of Nike, Starbucks, and other top brands with sharp commentary and analysis. This is a highly entertaining read, but one with many valuable lessons about how to build and manage strong brands. Inspiring and informative, it will make you a better marketer. It got the left side of my brain buzzing, the right side humming, and my brand mojo working!”
—Kevin Lane Keller, E. B. Osborn Professor of

Marketing, Amos Tuck School of Business
“A New Brand World may be the best marketing trade book of 2002. It also works as a ‘novel’ cross-over, that elusive place that a lot of business authors I talk to just dream of.”
—John Fayard, CEO and Publisher, Business Book Review
“You’ve heard it all before, right? But Bedbury’s anecdote-heavy volume persuasively demonstrates how obsessive attention to every element of a company’s behavior is key to building a blockbuster brand…A New Brand World works best if you think of it as a casual, sometimes meandering, conversation—the type you can’t resist eavesdropping on at a Starbucks.”
—Gerry Khermouch, Business Week
“Bedbury was a key strategist behind not one but two of the most remarkable marketing stories of our time, those of Nike and Starbucks.”
—David Price, The Wall Street Journal
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To my mother:

One of the best things about our long good-bye
has been writing this for you.

acknowledgments

If you want to see your life flash before you—at least in a way that it can be appreciated—I suggest that you write a book. It’s been said that you can’t do so before you turn forty. Until then, you’re not wise enough, for you haven’t failed enough. Your life has been too short. I didn’t buy that, so I boldly began the project at thirty-eight. I turned forty-four by the time it was finished. Common wisdom, at least in my case, was right.
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I never would have met Rick or Stephen had it not been for David Black, my literary agent. David sought me out when I was at Nike and persuaded me in the ensuing years that I could do more than sell sneakers, and later at Starbucks, lattes. He made me believe that I could write a book, and that it might even be a good one. I think what he meant to say was, with the right people I could make it happen. Such has been the case. You can only imagine how I tested the team’s patience when the marketing world took a turn one way or the other and I went following close on its trail. I wanted to write about everything. Fortunately for you, they pared it down to what was relevant.
Over my career I have been fortunate to work alongside some remarkable people. I have gained from their intelligence, their wit, their humor, their patience, and most of all, their creativity. It would be impossible to thank everyone who made me a better brand fool, but I must single out a few of the exceptionally bright lights that illuminated the path for me.
To Phil Knight, thank you for demonstrating how to unleash innovation and passion around core brand values—and for not telling me exactly what to do in the process. You inspired me, along with a few thousand other swooshers, to do great things and take chances. I am still amazed that you trusted all of Nike’s advertising to a thirty-year-old.
To Howard Shultz, thank you for giving me the chance to help build a company that did not leave its employees behind—or anyone anywhere more than a short walk away from a great cup of coffee. Nike taught me the value of saying something interesting to millions of people at once, but Starbucks taught me the equally important value of building a great brand one cup and one person at a time.
To Dan Wieden and David Kennedy, thank you for never becoming just another advertising agency, for never selling out, and for always putting the work first. Thanks for making me appreciate the difference between the stuff that typically passes for advertising and the meaningful communication you always made your goal. Thanks for telling us at Nike when we were off base, in no uncertain terms, and for creatively acknowledging those rare occasions when we weren’t.
But no company can be great, whoever is in charge, without a staff of good people. The tiny Wieden and Kennedy Nike account team grew to become an enormous talent pool that included Jim Riswold, Billy Davenport, Susan Hoffman, Dave Luhr, Kelley Stoutt, John Russell, Tim O’Kennedy, Michael Prieve, Deb Weekly, Jerry Cronin, Jelly Helm, Jamie Barrett, Buzz Sawyer, Tom Blessington, Janet Champ, Charlotte Moore, Cheri Rogers, Paul Manganello, Canice Neary, Chris Mendola, Tom Noble, Bob Moore, Scott French, Chris Riley, Mark Barden, John Jay, and the late Steve Sandoz. They went far beyond what was expected in the pursuit of great work and they made us all proud—even when they were thrown out of beer halls in Munich.
As a company, Nike defined the term “dream team” back in 1987. Harry Carsh, David Kottkamp, Ron Nelson, Dick Donahue, Tom Clarke, Mark Parker, Lisa McKillips, Tinker Hatfield, Steve Nichols, Jerome Conlon, Stephen Gomez, Liz Dolan, Ron Hill, Peter Ruppe, Skip Lei, Mike Wilskey, Bob Wood, Tom Hartge, Claire Hamill, Chris Van Dyke, Bink Smith, Deb Johnson, Chris Aveni, and Ron Dumas were all capable of shooting from long range with their eyes closed. I am enormously proud of the leaders who made Nike advertising a genre unto itself. Bill Zeitz, Nancy Monsarrat, Rob DeFlorio, Mark Thomashow, Liz Christiansen, Mike Beckerman, Ann Marie Lei, Saga Hamilton, Kassia Sing, Gina Mazza, Sandy Manning, and Stuart Redsun were the nucleus of the greatest team I have ever had the honor to lead. Thanks to Bill Barrett, formerly of SFM Media, for his sage media counsel around the world, and heartfelt thanks to my assistant, Dawn Smith, who kept me organized, sane, and laughing during the most stressful period of my life.
Starbucks was no less steeped in talent. People like Howard Behar, Dave Olsen, Mary Williams, Arthur Rubenfeld, Yves Misrahi, George Murphy, Deidra Wager, Christine Day, Myra Gose, Harry Roberts, Jennifer Tisdel, Wanda Herndon, Georgette Essad, Gabe Goldberg, Nancy Kent, and Cristina Prather made Starbucks Brewtopia. My assistant, Linda Van Beek, could walk right through a wall in pursuit of something for me (and that was without coffee). Somewhere in heaven she is optimizing God’s daily schedule and screening his calls like no other. She could keep Jesus on hold, if necessary.
Special thanks go to Mary Jackson who worked tirelessly as my assistant at Brandstream. In addition to her other duties, she critiqued every chapter draft and questioned anything that did not make sense to her. She made the book much more readable for those who do not consider themselves a marketing genius.
As a marketer, I am amazed by what I continue to learn from my kids. They have kept me young at heart and aware of a world much larger and more precious than I could ever have known on my own. Nothing prepared me for the day I saw my then eight-year-old son discuss world politics with a stunned Henry Kissinger, complimenting the geopolitical legend on how he “proved that the pen is mightier than a hundred armies” during the Paris peace talks. At ten, he had surpassed my own understanding of contemporary culture, much less the conflict in Bosnia. Now that he is twelve, I don’t dare go shopping for music, soft drinks, or clothes without him. My five-year-old daughter has taught me the things only a girl can teach her dad—tenderness, compassion, the fleeting gift of innocence, and the steely desire to flatten anything that threatens her. I am already dreading future boyfriends. But it will all make me a better marketer.
And then there’s my wife, Sam. For twenty-two years she has been my greatest fan, my best critic, my soul mate, and my best friend. I have never met anyone more in step with the world than she—though exactly how much I may never really appreciate. While I can hardly remember what I had for dinner on any given night, she can recall the music in the restaurant, the aroma from the kitchen, the quality of the napkins, the stoneware, everyone who came to the table, the lighting, the people seated within thirty feet of us (and what each of them wore), and what we both had for dinner. She follows all music, the arts, politics, Wall Street, and, most recently, the Seattle Mariners. As I was completing the first rough draft of the book, I told my agent that should something happen to me, should my plane never make its gate, she could finish it. She gave up a promising career at Nordstrom’s corporate headquarters (she was in fact making more money than I was at the time) to raise our family and to make me a better husband, father, marketer, and writer.
In writing this book I have learned that authors can be inspired in many ways. They sometimes turn to scotch, double lattes, or whatever works to keep the ideas flowing. I personally invoked the “Hemingway Amendment” on a few late evenings when only a Macallan single malt could unlock the mental mystery before me. I have become known for my double-short nonfat latte at more than a few Starbucks in Seattle, San Francisco, New York, and London. They may not know my name but they know my drink. Those experiences confirmed something I suspected when I first joined Starbucks: Writers have been inexorably linked to coffeehouses since the sixteenth century. Visit any crowded coffeehouse and you can easily spot the stymied writers. They sit and stare a lot, looking for words.
And finally, I must thank you for trusting me enough to read this small opus. I hope that it is worth your time, and that I pass the audition.
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introduction
Confessions of a Brand Fool

If you’re like most readers of business books, you’ve probably familiarized yourself with such hot-button topics as corporate reengineering, process improvement, customer centricity, and one-to-one marketing. At some point you may have been inspired by the Internet geniuses who boldly proclaimed the death of traditional business models and of mass marketing as we know it. In the good new old days, “New Economy” concepts like permission marketing and customer relationship management (CRM) tools were expected to render everything else obsolete—as irrelevant as hay was to the Model T.
Today, the buzz is about a business practice that is not really new. It is a practice that for me has always existed somewhere above and beyond all other business strategies. It is an organizing principle so broad yet so defining that it can shape and direct just about everything a company does, and, most important, how it does it. I’m referring, of course, to brand building, a process that, when it works well, should leave no facet of a company untouched. And no business practice unexamined.
Brand Building, Broadly Viewed
Brand building is much more than the responsibility of the marketing department or even of the CEO, although both functions must participate actively in championing and protecting the brand from within for the effort to succeed. Building and supporting a great brand is everyone’s job, from the CEO on down.
But brands have been around for centuries. Why all the buzz and bother at the moment, as we begin a new century?
I submit that brand building’s big cultural moment has arrived right around now for three basic reasons.
One: We are awash as never before with products, services, companies, and brands, all aiming to set themselves apart from the pack, to be distinct, and most of all to be loved and desired. In the meantime, the grand solution to the problem of undifferentiated products and services has been broadly judged to involve something “more” than spending truckloads of cash on marketing the way it once was, or even as it might have been. The consensus is that for better or for worse, all the money in the world can’t buy you love or trust. You have to earn trust and love by how you behave over time. Some of the world’s most beloved brands, Starbucks among them, spend next to nothing on traditional marketing activities. Yet Starbucks employees know how to behave. Their training, their benefits, their sense of solidarity—and therefore their attitude and presentation—are consistently a cut above those of employees in the rest of the restaurant-and-fast-food industry. Which is a prime example of how, if you understand your brand—its values, its mission, its reason for being—and integrate it consistently into everything you do, your entire organization will know how to behave in virtually any and all situations. Behavior and quality, over time, build trust. Advertising, if it is any good, should help to confirm what already is, not what should be.
Two: The most valuable assets of a company are no longer physical. Factories, trucks, warehouses, materials, employees, and even palatial corporate headquarters buildings are no longer credible badges of corporate success. These once-vaunted tangibles now hang around the neck of many companies as liabilities on the balance sheet, or as poorly performing assets. Today, no one wants to own a factory, not if they can possibly help it. Companies like Handspring, maker of the Visor personal digital assistant, which in 2001 projected $400 million in revenues with 400 employees, began business in much the same way Nike did: with no intention of ever building its own products. Instead, Handspring invests its capital where it obtains the best return, particularly over the long haul: on innovative product design, engineering, marketing, and brand positioning. Everything else is outsourced to specialists who manufacture and distribute more efficiently than Handspring ever could do because it is all that they do.
Nevertheless, there is one asset, an intangible one, that stands head and shoulders above all the others and that cannot be easily outsourced: the brand. If Handspring wants to thrive, not just survive, in the current economic climate, it will have to do something more than efficiently source its product. It will have to become a great brand. Which is, believe you me, a more complicated process than sourcing a piece of electronics.
Three: There is and will continue to be increasing pressure on corporations, especially the large ones, to behave more responsibly as citizens—a trait that I’ve labeled elsewhere “using your superhuman powers for good.” Companies will need to become more human and walk more lightly on the land. In the New Brand World, there will be fewer hiding places for companies that disrespect this fundamental social dynamic. Thanks to the advent of the Information Age and unabashed media scrutiny, nearly every industry and the players within them are more transparent than ever. Unethical CEOs and CFOs will have much more difficulty filling their pockets with stakeholder equity and twisting balance sheets. Everyone is pretty much buck-naked out there. And spending money on expensive clothing—such as elaborate television commercials, brochures, and magazine ads—won’t hide the ugliness if it exists. Brand karma is real.
Where I Am Coming From
So who am I? And what do I know about brands?
The simple answer is that I have been fortunate to find myself in key marketing and strategic positions inside two of the last century’s fastest-growing brands, Nike and Starbucks, during their most pivotal periods. For more than a decade I worked alongside brilliant and passionate people focused on reinventing two forgotten product commodities, sneakers and coffee. I did whatever I could to shape these products into more valuable, more relevant, more exciting, and more rewarding experiences. For seven years, from 1987 to 1994, I headed up Nike’s worldwide advertising efforts, perhaps one of the world’s greatest jobs one could ever wish for. Even though it was a much smaller company in 1987, with roughly $800 million in sales versus $10 billion ten years later, it was a rocket ride of sorts. We shot from number 3 to number 1 worldwide in a few short years. Along the way we also reinvented much of how marketing was supposed to work. It should be noted that we also had a few beers.
In 1995 I traded in my sneakers for coffee and spent three highly caffeinated years in Brewtopia (local lingo for Seattle) as Starbucks’ chief marketing officer. My ambition there was pretty straightforward: to help build another great global brand, this time for a retail chain without the support of mass marketing. No small challenge, that. But the effort worked, for reasons that you will learn in this book. It should also be noted that we drank a lot of coffee. Without it we could never have achieved our 40-plus percent annual compound growth rate.
At both companies, I often found myself more perplexed than amused by the high-flown theories, guidelines, case studies, and even “immutable laws of branding” espoused by lifetime academics and career management consultants. They were usually more wrong than right, but the point here is not to criticize. It can be hard enough to know a company—especially one as private as Nike—from the inside, let alone from the outside. There’s a lot more to Starbucks than a double-tall nonfat latte served up promptly in a clean, well-lit, comfortable environment. Brands are complex characters—as you will learn.
Which is why I can’t provide a slick elevator pitch for explaining how great brands take off. Building a brand is the most challenging, complicated, and painstaking process that a company can embark on. It’s more intuitive than analytical, and most of the time it can’t be seen. But it can always be felt.
My personal fascination with brands began long before Nike broke the “Just Do It” campaign and decades before Starbucks began to weave itself into the five-hundred-year-old coffeehouse tradition. It began, in fact, with my growing up the son of a car salesman.
My father was not your average car salesman; he didn’t just “sell” cars. He preached brand gospel from the showroom pulpit, as many as seven days a week, twelve hours a day, for nearly fifty years. Some of my earliest memories are of Dad trying to convert souls lost to the religions of Chrysler, Ford, and Honda to the Oldsmobile and Cadillac faith. He must have been pretty good at it, for he not only supported a family of eight but was one of a very few people in his profession to benefit from repeat customers. He was one of General Motors’ greatest brand disciples ever, a task that became harder for him as Oldsmobile and Cadillac began to lose their way in the late 1980s and ’90s.
Ironically, as I was writing this book, Oldsmobile, the oldest car brand in America, announced that it would cease production. This was no surprise to my father or me. In the eighties he knew the company was headed down the wrong road when it launched its notorious “This Is Not Your Father’s Oldsmobile” campaign—a botched attempt to lure younger consumers to the brand franchise without alienating its older core customers. I didn’t buy it. Oldsmobile was and would always be my father’s Oldsmobile. It would take more than advertising to change that.
I studied advertising at the University of Oregon School of Journalism with hopes of becoming the next David Ogilvy. Upon graduation in 1980, I took a job in product management for a small food products company, a great place for any brand fool to start. After learning those ropes I went to work for the largest advertising agency in Seattle at the time, an Ogilvy & Mather affiliate by the name of Cole & Weber. While there, I was blessed with some of the world’s best and worst clients, and learned equally from both.
In 1987 I was recruited to help turn around the struggling number 3 athletic footwear brand, Nike, as director of corporate advertising. My first efforts focused on what became the “Just Do It” campaign. In the years that followed, we expanded the brand with innovative products and equally innovative communication programs, from television commercials to women’s print advertising to retail concepts like Nike Town. But after seven years and a few million air miles, I felt I’d accomplished much of what I had set out to do and left the company to spend a year with my young and growing family. I didn’t set foot on a plane for six months. I taught my then five-year-old son how to ride a bike, how to swim, how to fish, and how to deal with flirtatious kindergarten girls.
While on break, I read business books, something few of us had the time—or the interest—to do at Nike. I quickly realized just how far ahead of its time Nike was in its brand-building practices. We had, it seemed, about a ten-year leap on the rest of the world. After weeks of ranting to my wife about how far astray most companies had gone, she suggested that I put my money where my mouth was and write my own book. Frankly, by that point I think she probably just wanted to get me out of the house.
Before I could think of reasons not to become an author she had rented a remote summer cabin high in the Oregon Cascades on the banks of the Metolius River—in the dead of winter. With my Apple PowerBook, coffee, scotch, mountain bike, and fly-fishing gear, I headed for my snow-covered enclave in the woods. My wife left me there without a car and would visit only on weekends. Let’s just say that my novice writing experience contained a few moments straight out of The Shining.
A few weeks later, I sent some sample chapters to a handful of CEOs to see whether my Nike-centric views would have relevance for industries like oil, computers, entertainment, or even a commodity as boring as coffee. The day after he received his package, Starbucks’ CEO, Howard Schultz, summoned me from my cabin to his headquarters in Seattle where we shared an incredible cup of Sumatra. Before I left his office he asked me to consider joining him as his chief marketing officer. At first I politely refused the offer. Undaunted, Howard kept pursuing, and I finally relented a few weeks later. My family and I packed our bags and headed north to Brewtopia, the vibrant town we had left eight years before to follow the swoosh.
At Starbucks, I shelved the book project for what became a wild three-year coffee break. During that time, we tripled the number of stores, introduced products into the grocery channel, formed alliances and joint ventures with companies like United Airlines and Pepsi, and opened our first overseas cafés. Having done my share of stamping out bad coffee, I left Starbucks in 1998 to finish my book and launch a brand consulting practice. I sought out a broad range of clients, from Silicon Valley start-ups to the world’s most powerful brand, Coke, and to see if the branding principles that worked for Nike and Starbucks could work elsewhere.
Fortunately for me—and for them—they did.
So here it is, a half decade later, give or take a year or two. The world and the brands in it have come a long way since I first began thinking long and hard about brands in that cabin in the woods in the dead of winter. I certainly hope that the pages and ideas that follow will bear fruit for you, as they have for me, and that they provide inspiration for your own business and reveal new ways to make your own brand more desired, more relevant, and more enduring. The concepts in this book apply, I am now confident, to big and small companies, products and services, and business-to-business and business-to-consumer industries. They have always felt like common sense to me. In time, I hope they will to you too.
As was the case with my work at both Nike and Starbucks, nothing I’ve written here has been pretested or filtered down to the lowest possible common denominator like most marketing concepts. Every word and thought in this book has been informed by the mind, inspired by the gut, and written from the heart. These are the experiences and views of one person fortunate enough to have worked with gifted and visionary people who were part of companies that cared deeply about their brands. At times, I suspect that you may suspect that I am either a genius or an exceptionally lucky idiot. Personally, I’ve always found the fine line dividing the two a razor-thin one.
Seize the Day—Today
Given the near collapse of public trust in large institutions—from major corporations like Enron and Worldcom to organizations like the Catholic church—there has never been a more important time to establish and strengthen brand trust. In the New Brand World, there will be no shortage of competitors and no limit on the expectations that customers will place on corporations that have already become more powerful than some governments. The noise, static, and confusion have, particularly in the preceding decade, become amplified to an uneasy roar. But I sincerely believe that the challenge of being seen, heard, and remembered—not to mention desired and respected—amid the evolving chaos of change will not just test but will bring out the best in every one of us.
So let’s get to it.


1
all aboard the brandwagon
Principle #1
Relying on brand awareness has become marketing fool’s gold.

You’ve probably noticed in the past couple of years that once-arcane phrases like “brand dilution,” “brand synergy,” “brand equity,” and “brand recognition” have begun tripping lightly off just about every tongue in the business punditocracy. Such glib terms and phrases are typically uttered not only with a straight face but also with a solemn pursing of the lips and no detectable trace of irony.
“In the landmark 1967 film The Graduate,” the New York Times business reporter Joel Sharkey recently wrote, “there is the famous scene at the cocktail party where a helpful older man whispers this single word of business advice into the ear of a callow, befuddled young Dustin Hoffman: ‘Plastics.’ Remake the movie today, and you’d have to change the line to ‘branding.’”
These days, the term “branding” is being uttered in the same pious, reverential tones formerly reserved for buzz words like “synergy,” “leverage,” and “strategic planning.” The brand idea is no longer con-fined just to packaged consumer products. Today the word “brand” has become part of the vernacular within every department of any progressive company. It is on everyone’s radar screen, though not everyone really knows what it means. Personally, and speaking as something of a brand fool, all this loose talk makes me nervous. For it was only a few years ago that everyone had given brands up for dead.
Brand Awareness Versus Brand Strength
Step back to the spring of 1993, when Marlboro, one of the world’s most recognizable brands (if not the most recognizable) stunned the marketing world when it announced that it would have to aggressively cut its cigarette prices to stay competitive. The move was prompted by an onslaught of lower-cost, less-known competitors. Some of these were essentially generic, without any real brand sensibilities or public recognition in the market, other than that they were cheap. Others were barely brands in their own right. Wall Street analysts hammered Marlboro’s parent company Philip Morris’s stock, and several business magazines heralded the death of branding the very next week. According to them, it was price, not brand image, that would matter in the future. Building a strong brand was a concept that had run its course.
My friend Watts Wacker, a professional futurist, had it right when he stated at an Association of National Advertisers conference that year, “I believe the nineties officially began with Marlboro’s inability to sustain its price. When the number one brand realized that its value proposition (what the brand was really ‘worth’ in the minds of the customer) was out of sync, that underlines the difference between a pig and a hog.”
Asked by one conference participant to define that difference, Wacker gamely replied, “You feed a pig, but you slaughter a hog. Brands can be piggy, but they can’t be hogs.”
To me, the Marlboro Man had not fallen off his horse because the limitations of branding had finally revealed themselves. What sent him plummeting to earth, spurs pointing skyward, were two things: the product had lost any real differentiation in the marketplace from the equally blurred identities of a growing number of competitors, and its marketing strategy had become entirely predictable. By simply resting on past laurels, which was acceptable in the Old Brand World, the Marlboro brand eventually rejoined the larger pack, if you will, of all the other brands of cigarettes. It began to look like one more player in a very large, mostly unremarkable commodity market. The only distinction between Marlboro and its competition was Marlboro’s heavier marketing and higher price, something that must have perplexed more than a few smokers.
To Marlboro’s credit, it had established strong emotional connections with millions of core users, thanks to decades of rich imagery of the open West: vibrant vistas of cowboys, cattle, campfires, and coffee. Transcending a product-only relationship and connecting the brand to powerful and often timeless emotion—“emotional branding”—will continue to be important in the New Brand World, but it can never replace meaningful product innovation. Emotional branding merely augments and extends a powerful product or service platform by recognizing that some of the most important product benefits are emotional rather than physical. What is new is the need for greater innovation in both product development and marketing communications. In the future, standing still will be lethal to any brand.
Not unlike Marlboro, Nike also wove its brand into timeless emotions by becoming the category protagonist for competitive sports and fitness. But unlike Marlboro, Nike never stopped reinventing its products and its marketing. It is safe to say that Nike Advertising took a thousand different creative tacks on the same core brand positioning during my eight-year watch, from 1987 to 1994. While Nike Advertising was constantly refreshing the marketing and brand positioning, Nike Design became one of the world’s premier product design and development organizations. Speed of change was also important to Nike. Just when Marlboro was beginning to falter, Nike was introducing so many new products and marketing campaigns that it had reduced its average product life cycle from one year to three or four months.
Relevance and Resonance
But change for the sake of change can also be marketing fool’s gold. The best reason for change is to expand brand relevance and brand resonance, two measures of brand strength that are much more valuable than mere brand awareness can ever be. Perhaps this is the greatest single change in the concept of “brand” in recent years. Where we once looked at brands on a surface level, we now view them in more intimate and multidimensional terms. We plumb their depths, looking for reassurance that they are good, responsible, sensitive, knowing, and hip. Never in the history of business has there been such scrutiny of brand performance.
So how do brands become more relevant and resonate more deeply with customers? One of the most rewarding strategies for achieving this goal has been mass customization, the process of creating a broader array of “niche” products that emanate from one central brand position like spokes on a wheel. Executed properly, mass customization enables large brands to build and retain relationships with smaller subsets of a mass market while growing the entire brand franchise.
Consider Harley-Davidson. Yet another brand with a timeless emotional position—the open road, personal freedom, and rebellion—Harley-Davidson also understands the value of providing customers myriad ways to customize its core product or embrace its brand. For FY 2000, Harley posted $2.2 billion in revenues from its motorcycles. It also posted $600 million in revenue on parts, accessories, and general merchandise. The latter delivered more than just high profit margins to the company. It also enabled consumers to customize their own Harley-Davidson brand experience.
Another brand historically hell-bent on change has been Intel, with its “self-cannibalization” of Pentium technology in the nineties. Intel was well aware that with every new, faster chip, it was essentially killing its young, but it recognized this violent act as a form of what Intel chairman Andy Grove called “creative destruction.” (This term was originally coined by the early-twentieth-century Austrian economist Joseph Schumpeter and was later popularized by both Grove and General Electric’s CEO, Jack Welch.)
Marlboro’s plight gave the big, traditional, Old Brand World brands much to ponder, especially the Über-brands like U.S. Tobacco, Unilever, Procter & Gamble, General Foods, and Nestlé. For them, “Marlboro Friday,” as they called the day the price cuts came down, threatened the foundation of trillions of dollars’ worth of merchandise and services derived from their brands—brands that had by then apparently grown too similar, too complacent, and too reliant on outdated and conservative marketing practices. The notion that a brand could survive for years, even decades, without significant change to its product or marketing had to be abandoned. Branding had become a game of fast-break basketball. The fastest and most innovative team would win. Branding, it also became clear, was no longer a straightforward concept.
Fortunately for Nike, it never looked to the postindustrial brand juggernauts for best brand-development practices. In fact, we steered clear of anything that felt like Old Brand World logic. Nike committed a form of “creative destruction” comparable to Intel’s by creating literally thousands of products and hundreds of print ads, billboards, and television commercials every year. It aggressively began to mass-customize with new “collections” of products that amounted to sub-brands within categories like basketball and tennis. Each sub-brand and collection beneath the Nike brand umbrella was geared to a particular customer segment or distribution channel. The overall effect of Nike’s brand segmentation was to burnish the brand in the mind of the consumer in more creative, more relevant and dynamic ways. Like Intel, the Nike brand became as much about change as about continuity. Both brands kept consumers happy and on their toes, and grew into global powerhouse brands by constantly refreshing and reinventing themselves—remaining forever the same, yet forever new.
The Value of Brand for the Commodity
Nike and Intel had succeeded brilliantly in precisely the area where Marlboro had so dismally failed: the fertile mind of the consumer. Marlboro had been forced to cut prices to match Brand X inferiors and no-name interlopers because cigarettes were increasingly perceived by consumers as commodity products—goods that are essentially “fungible,” or mutually interchangeable and undifferentiated, like wheat, pork bellies, or sugar.
This dreary perception of what marketing people call, with justifiable dread, “product parity” erased the value created by literally billions of dollars expended on marketing, promotion, and advertising over the years. Marlboro had spent billions building up the global image of the Marlboro Man as the epitome of rugged American individualism and freewheeling masculinity, yet this great American icon was being increasingly regarded as representing “just another cigarette.” At the same time, Nike and Intel accomplished precisely the reverse. They took what for decades had been considered commodity products, athletic shoes and computer chips, and transformed them into something not merely different, but better.
Almost every brand in existence today can be reduced to the status of a commodity if it fails to effectively evolve both its products and its marketing communications. You can’t do just one or the other. The most innovative product line will grow stale in the minds of potential customers if the marketing has become static, undifferentiated, or—even worse—irritating for lack of change. Even the best marketing campaign will be run into the ground when it becomes so repetitive that it wears out its welcome. Stay with a marketing campaign too long and it will send your brand into reverse as consumers lunge for the remote control, change radio stations, or flip past your print ads the nanosecond they recognize that it’s just you, again. On the Web it’s no different. Consumers will curse your Web banner, too, at some point. Even “permission marketing,” a method of marketing where customers “opt in” to be contacted by companies (usually on the Web) for new products and services or to participate in promotions, will wear out its welcome for many unless it is respectful and kept vibrant. Unsolicited e-mails and “notifications” are only marginally more acceptable than unsolicited telemarketing to your home phone during dinner.
The issue of branding has become topical in nearly every business, and in recent years it has become even more critical to industries where competition is particularly fierce and where technology has become a disruptive force. We have witnessed the effects of information technology on stock trading, travel, and even shopping (not necessarily on buying, though that will evolve). But this pales by comparison to the technological changes in the telephone, cable, and wireless industries. An exponential expansion of capacity (thanks to fiber-optic, cable, and wireless technologies) has dropped prices as well as barriers for entry to potential competitors. At the turn of the century, it became a price-driven war for survival. Profits have crumbled and many question what the future holds for some of the biggest and once-strong brands in the world. In the March 19, 2001, issue of Forbes magazine, the publisher, Rich Karlgaard, put his thumb on the plight of a number of large companies with enormous brand awareness but downward-spiraling profits in a column that illuminated many of the shortcomings of traditional brand thinking.
“The 20th-century idea of a brand is inadequate protection these days—a castle wall in the age of cannons,” Karlgaard writes. “Needed is fresh thinking on a brand’s new responsibilities.” Why, he wonders, are the brands that enjoy the greatest awareness facing such a hard time in the marketplace? The answer is simple: awareness is just about all that some of them have to show for themselves anymore.
This complacency is not limited to the tired old brands that have been sitting on their “old economy” butts. Also at the turn of the century, quite a few newer brands sought to create brand awareness and ended up with only that. The failed Internet brand Pets.com built huge brand awareness with its admittedly cloying sock-puppet mascot, and eToys also created enormous name recognition for itself en route to bankruptcy court. Massive levels of brand awareness will not correct a flawed business model. Excessive marketing spending will only accelerate the demise of any poorly conceived company.
These companies are mere blips on the screen when compared to a massive, established juggernaut like AT&T, but even AT&T has been having its own brand troubles lately. By the turn of the century the phone industry had become a textbook case of what happens when a product or service becomes invisible at best, frustrating at worst, and so omnipresent that it generates excitement in no one. And the overabundance of capacity created a marketing war that none of us could possibly have missed.
At one point AT&T was spending more than a billion dollars per year on marketing, mainly to mitigate the negative effects on its bottom line from disloyal-customer “churn,” an outgrowth of the widely available and heavily discounted offerings by competitors. Just as computer chips and sneakers once were no-frills items, phone service has become a commodity. Rather than reinvent the commodity, however, most phone companies opted to do what they had done ever since deregulation first hit in the mid-eighties. They plowed more and more money into traditional marketing schemes, nearly all of them complicated and sometimes deceptive promotions and dial-around services with myriad 800 numbers that connect callers to discounted long-distance providers.
I strongly suspect that most of these companies assumed that outlandish promotional budgets would help strengthen their brands, but in reality such excessive expenditures may have had a reverse effect. Nearly all of that high-cost telecom advertising delivered one brand-fatal message: the only factor that matters when it comes to phone service is price. Not service, not new technology, not friendly customer support, customer relations, or the quality of the people behind the brand. Any market in which the only critical factor is price is by definition a commodity market. Take wheat, pork bellies, gold, and silver—in every one of these markets, the only factor is price per pound on a given day. A rare exception to this rule is Morton Salt, which built a viable brand out of a commodity and made it synonymous with quality and value. What’s the principal difference today between Sprint, MCI, and AT&T, or a whole host of smaller, rival phone services? Price, of course. Perceptions of product parity are the death of the brand in any business. It takes great creativity for any brand, once immersed, to pull itself out of the murky soup of product parity. The future for this industry may rest with companies like Tellme Networks, a voice-recognition communications company located in Mountain View, California, that may render the buttons on the phone unnecessary. “Dial Tone 2.0,” as we liked to refer to it while I was helping Tellme map out its own brand architecture in 2000, will marry the information power of the Web with the simplicity and omnipresence of the phone. Interestingly, AT&T was one of the early investors in Tellme.
Branding a Commodity: The Right Way
Part of the appeal for me in joining Starbucks in 1995 was the prospect of helping create another powerful global brand from within a commodity business, as we had accomplished at Nike with sneakers. But this time around, we would not be able to rely on major advertising or any of the beneficial awareness that marketing might bring. Starbucks was investing more than $100 million each year in opening new locations and also had one of the best—and most expensive—employee benefits programs ever offered anywhere. As a result, it had very little left over for mass marketing.
When I left Nike, I left behind a $200 million marketing communications war chest, up significantly from the $17 million budget I had started with seven years earlier. Interestingly, the percentage of sales that Nike committed to marketing remained the same over that period. As top-line revenues grew, so did our marketing. Starbucks CEO Howard Schultz had been able to scrape together a $5 million marketing budget for my first year there. We invested the money in redesigning the stores and every aspect of product packaging, in new product development, and in grassroots marketing, particularly in new markets. During the time I was there the budget never increased much, and Starbucks never bought network broadcast or national print advertising, though we made several stabs at seeing what it would look like, creatively, if we ever needed it. Starbucks was blessed by the fact that the rest of the coffee world was still fast asleep at the switch, pumping out undifferentiated products for the grocery channel, manufactured to the lowest possible price. For decades, industry innovation had been leveraged to get costs down rather than quality up. And in the fifty-year race to see who could make the cheapest three-pound can of
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