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Praise for Six Rules for Brand Revitalization

“The six rules for brand revitalization have been validated in a number of key

turnarounds. They are indispensable in today’s recessionary times. A must read
for every manager who confronts declining brand sales and profitability.”

—Jerry Wind, The Lauder Professor and Professor of Marketing,

The Wharton School, University of Pennsylvania

“The automotive retail industry has been trying hard to change more than a half

century of negative image caused by some tradition of customer-unfriendly prac-

tices and unfavorable media coverage. We have combined Larry’s branding con-

cept and his six rules with our company’s customer-first heritage and are making
significant progress.”

—Shau-Wai Lam, Chairman and CEO,

DCH Auto Group

“Light tells the story of the McDonald’s revitalization in a way that makes it seem

like you were there. With his depth of experience and insight, he extracts princi-

ples that are applicable in any situation. If your brand is stagnating or in decline,
this is a MUST read.”

—David J. Reibstein, The William S. Woodside Professor and

Professor of Marketing, The Wharton School University of Pennsylvania

“Larry and Joan have laid out a great set of guiding principles for any business
executive—whether they are revitalizing a brand or making sure it stays rele-
vant.”

—Russ Smyth, CEO, H&R Block;
former President, McDonald’s Europe

“Brand revitalization—impossible to accomplish without the Executive Suite’s
overriding desire for a strong/clear brand platform and execution of the brand
that recognizes the company’s potential for risk and rewards.

“Management must have the ability to not only possess the vision but allow and
encourage others to express the brand through many of the touch-points to cus-
tomers, employees, vendors, and the media. Its fundamentally important to
realize that although management should be the steward (caretaker) of the
brand, it’s not the sole owner.”

—Steve Bagby, President,
BAGBY ideas >360°, Chicago, Illinois
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“The notion that a strong brand is the difference between business success and
failure is truer today than ever before. This book not only offers a unique insight
into how the McDonald’s brand was successfully revitalized but, even more
importantly, it describes six very useful rules for how to revitalize any brand.”

—Hans Straberg, President and CEO,
Electrolux AB, Sweden

“This book is a must-read for anyone working with a brand, be it weak or strong,
new or mature. The dynamic duo of Larry Light and Joan Kiddon share their
keen insights into brand thinking and execution in a real-life example in which
they turned around one of the world’s best brands. Larry and Joan provide a
good thought process to ensure your brands perform, grow, and add value.”

—Lars G. Johansson, Senior Vice President, Communications and Branding,
Electrolux AB, Sweden

“The principles described by Larry Light and Joan Kiddon are the basis for the
approach to brand management that has been an essential element of building
brands at 3M. Six Rules for Brand Revitalization captures the vital elements for
building and revitalizing brands and is a must read for anyone that wants to
improve their business.”

—Dean Adams, former director,
Corporate Brand Management, 3M

“This is a story of how true commitment to a brand combined with strong lead-
ership contributes to brand development. It demonstrates that big brands can be
revitalized. With Larry and Joan’s clear explanations, we learn six simple rules
about brand management. However, we should never forget not to just learn
them by heart but to use our heart in making brand decisions. Because in the
end, it is the human factor that matters.”

—Maria Campillo, Brand Consultant,
Grupo Sanborns, S.A. de C.V, Mexico

“Joan Kiddon and Larry Light synthesize their key concepts and principles into
what can be considered the missing masterpiece in the brand management liter-
ature. Six Rules for Brand Revitalization features the McDonald’s turnaround
case and is based on Larry’s 360° experiences as a leading consultant, executive,
advertiser, and professor, linking all of the most important marketing battle-
grounds.”

—Uriel Alvarado, Regional Marketing Manager, Latin America,
Saxo Bank, Denmark

From the Library of Garrick Lee



“Having worked with Larry and Joan while T headed M&M/Mars, I am delighted
they have finally written a book encapsulating their principles and processes.
This book demonstrates the fundamental truth that brand building begins with
understanding changing consumer wants. Creating, building, maintaining, and
strengthening consumer relevance is the key to brand success. This book is a gift
for those who believe in brands and know that marketing is bigger than just
advertising. This is a delightful read...I could not put it down.”

—Howard Walker, former President,
M&M/Mars

“Over the past two years, Larry has been a great partner in transforming our
organization to a more customer-centric one. His insights on how to align
employees’ motivations and capabilities to marketing strategy will be invaluable
to any senior management team embarking on a major turnaround initiative or
embarking on a customer-driven growth journey.”

—YVincenzo Picone, Global Chief Marketing Officer,
GE Capital

“This is an emotional, dramatic, and true story that captures how a handful of
aggressive, fiercely passionate leaders were able to turn the gigantic global ship
of McDonalds around, and set her on the brilliant course she sails so smoothly
today. It was truly miraculous. I know, I was there.”

—Cheryl Berman, Chairman Emeritus,
Leo Burnett USA
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We dedicate this book to the memories and the
leadership of both Jim and Charlie, who loved
the McDonald’s brand with passion and who lived
the McDonald’s brand with pride.
—Larry Light and Joan Kiddon
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Preface

In 1998, McDonald’s hired Arcature LLC, our consulting firm, to
help develop a global brand direction. The client was Charlie Bell, the
Managing Director of McDonald’s Australia and Asia/Pacific region.
Charlie’s career advanced quickly, and he soon became President of
the International Division of McDonald’s. He asked us to lead a proj-
ect to refine and help implement the global brand direction. But
because of various organizational and cultural roadblocks, the recom-
mended strategy did not get implemented. In 2002, at the biannual
operator convention, Jack Greenberg, who was the McDonald’s CEO
at the time, observed that, “Marketing is broken at McDonald’s.”! He
announced that McDonald’s was initiating a search for a Global Chief
Marketing Officer. After several months of searching for a candidate,
Charlie Bell called. Using his true Aussie charm, Charlie asked, “How
would you like to put into practice what you preach? Join the team and
help us to turn around this business. This is a great opportunity to
demonstrate that what you say works. Unlike most consultants, you
would be accountable for implementation and the results.” Few con-
sultants have this opportunity. I accepted the challenge.

I had worked in the advertising business as the Chairman and
CEO of the international division of Bates Worldwide and was a
member of the Bates Board of Directors. Prior to Bates, I spent 16
years at BBDO in New York, becoming the Executive Vice President
responsible for both marketing and media.

Over the years, working on both the agency and the consulting
sides of marketing, I developed strong viewpoints, principles, con-
cepts, techniques, and processes for nurturing, managing, and build-
ing brands for enduring profitable growth. Based on my experience

1 PROMO magazine, April 29, 2002, http:/promomagazine.com/news/marketing
mcdonalds_seeks_exec/.

xvii
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with brands such as Nissan, Post-it notes, IBM, The New York Times,
McDonald’s, and others, I became interested in the profitable growth
opportunity of brand revitalization. The opportunity at McDonald’s
gave me the chance to put these ideas into practice firsthand.

Even though the McDonald’s business was showing signs of weak-
ness, I shared Charlie’s conviction that the McDonald’s brand could be
revitalized. There was no question in my mind that with the brand’s
reservoir of goodwill, and with a refocus on the potential of a revital-
ized McDonald’s brand, the business could be restored to enduring
profitable growth. My belief in rejuvenating the McDonald’s brand
was a constant theme from the moment in July 2002 that Charlie Bell
called about the global CMO appointment.

At the end of 2002, an article about McDonald’s appeared with
the title, “Hamburger Hell.” I still remember the cover artwork with
its dark, menacing flames. This was not the only one of its kind. Arti-
cle after article described the unfortunate conditions of McDonald’s.
Reporters, analysts, observers, activists, franchisees, employees, mar-
keting consultants, everyone had something negative to say:
McDonald’s was “out of date”; “too large to be turned around”; “Its
time is passed.”

A little more than one year later, as I spoke before a meeting
hosted by The Economist magazine in March 2004, I opened my
speech by quoting different headlines: “The Sizzle is Back”; “Eye
Popping Performance”; and “McDonald’s Leaves Analysts Upbeat on

2 Gogoi, Pallavi and Arndt, Michael, “Hamburger Hell,” BusinessWeek, March 3,
2003.

3 Articles such as these were appearing: Browning, E. S. and Gibson, Richard,
“McDonald’s Arches Lose Golden Luster,” The Wall Street Journal, September 3,
1997; Leonhardt, David, “McDonald’s: Can It Regain Its Golden Touch?” Business-
Week, March 9, 1998; Tatge, Mark and Copple, Brandon, “McMissteps,” Forbes
December 10, 2001.
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Prospects.”™ And, after another year, McDonalds was being
described as an incredible turnaround business case.’

In a conference call hosted by David Palmer of UBS, he said the
McDonald’s turnaround is “one of the great brand recoveries in cor-
porate history.”® The financial web site, The Motley Fool, observed
that “The world’s largest fast food chain has reinvented itself and
spruced up its income statements thanks to the late Jim Cantalupo.”

In October 2004, a Piper Jaffray report headlined, “Victory Lap
for Plan to Win.” The report went on to observe, “Aided by its Plan to
Win, MCD posted a worldwide same-store sales gain of 5.8%, fueled
by a domestic 8.5% jump. Defying what few critics remain, MCDs
domestic base continues to produce best-in-class same-store sales
aided by a sustained program to catapult the business to the next
level.”8

Over the years, we have developed processes, principles, and
concepts to help revitalize brands. That is the story of this book.

The brand turnaround was a highly disciplined operation. We had
a well-organized process. We followed a focused, controlled plan.
But, this is not just a story about the revitalization of McDonald’s.
Several important lessons from this experience can and do apply to a
wide variety of situations, including business to business, services, as
well as consumer products.

* Articles about the McDonald’s recovery started appearing as early as April 2003:
Buckley, Neil, “McDonald’s Back to Black,” The Financial Times, April 29, 2003;
Lambert, Emily, “Arches Turn Golden Again,” Makers & Breakers column, Forbes,
September 1, 2003; Buckley, Neil, “McDonald’s Beefs Up Sales,” The Financial
Times, July 30, 2003; Leung, Shirley, “McDonald’s Net Increases 12.5%, Bolstered
by Strong US Sales,” The Wall Street Journal, October 12, 2003.

> By December 11, 2007, as the brand continued to reap the effects of the Cantalupo/
Bell turnaround, McDonald’s stock hit an all-time high of 63.13. www.wsj.com histor-
ical charting.

6 David Palmer, UBS conference call, September 2004.

" The Motley Fool, October 15, 2004, www.fool.com.

8 Piper Jaffray, Analysts’ report, Company note: Oakes, Peter H., CFA, Sr. Research
Analyst and Scott R. Waltmann, Research Analyst, October 20, 2004.
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I had the great pleasure to work with two extraordinary business
executives, Jim Cantalupo, CEO, and Charlie Bell, COO, who became
my very good friend. With Jim’s untimely death at the Owner-
Operator Convention in April 2004, Charlie became the company’s
youngest CEO. Soon after Charlie’s appointment, he died, too. It was
a heart-wrenching experience for me as it was for everyone.

In addition to the leadership of Jim and Charlie, Matt Paull, the
Chief Financial Officer, was an important early supporter on the
leadership team. He was a passionate believer that revitalizing the
McDonald’s brand was critical to enduring profitable growth. Also, I
had a terrific global team of brand marketers led by Dean Barrett and
Jackie Woodward.

Turning around the McDonald’s brand was an incredible business
experience. My three years at McDonald’s were exhilarating and
emotionally draining. There were the highs of launching McDonald’s
first-ever common brand direction worldwide campaign in 119 coun-
tries. There were the lows of the sudden deaths of my two most
important supporters, Charlie Bell and Jim Cantalupo.

This book is not just mine but theirs as well. Above all, the new
brand direction—at the core of the turnaround—would not have
been as successful without both Jim’s and Charlie’s unwavering sup-
port. I base this book not only on recollections but also on the well-
documented publicly available information about McDonald’s. There
are a lot of versions of the turnaround. Some are accurate and some
are not. So, aside from the lessons that can be learned from the
actions that were taken to revitalize the McDonald’s brand from 2003
to 2005, this book is also a chance to describe what really happened as
McDonald’s went from hell to well.

—Larry Light
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Introduction to the Rules
and the Rules-Based Practices

The plan of this book is to share the Arcature principles and prac-
tices that contributed to several brand turnarounds, including
McDonald’s. I structured the book around the Six Rules of Revitaliza-
tion. These are the guiding principles for rejuvenating a brand and
creating a brand revitalization mindset. Within each Rule are the
practices we followed. Rules are important: They provide the beliefs,
commitments, learning, and framework that bring thinking to life.

But rules without actions are theory without throughput.

The book’s structure is shown in Figure 0.1. The driver for brand
revitalization, as for all brand building is enduring profitable growth.
We must have growth—grow or die, some say—but that growth must
be both profitable and enduring. This means that we must have more
customers who buy or visit more often who are more loyal and are

more profitable.

Using these Rules and the rules-based practices embedded
within, brand owners, brand managers, and brand teams will see how
to revitalize a brand while generating a brand revitalization-centric
mindset. I use the McDonald’s story, as well as other examples to

illustrate and demonstrate how this can be a winning approach.

To begin, I believe it is essential to recreate and share the context

that existed and precipitated the McDonalds revival.
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Rule #1:
Refocus the
Organization

Brand Purpose and Goals
Financial Discipline
Operational Excellence
Leadership Marketing

Rule #2:
Restore Brand
Relevance

Thorough Knowledge of the Market
Needs-Based Market Segmentation
Customer Insight

Brand Promise

Rule #3:
Reinvent the
Brand Experience

Innovation

Renovation

Marketing

Fair Value

Total Brand Experience

Enduring Profitable Growth

Rebuild Brand Trust

Rule #4: Measurable Milestones

Reinforce a Results Balanced Brand-Business Scorecard
Culture Recognition and Rewards

Rule #5:

Internal/External
Commitment and Behavior

More customers. More often. Mare loyal. More profitable.

Rule #6:
Realize Global

Alignment

Plan to Win

Eight Ps: Purpose, Promise, People,
Product, Place, Price, Promotion,
Performance

Freedom Within a Framework

Figure 0.1 The Six Rules for Brand Revitalization
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Background to the Turnaround

Big Brand in Big Trouble

In February 1996, McDonald’s stock traded at 27 times earnings.
But in July 1997, McDonald’s second quarter profit growth was just

4%, with a 2% decline in earnings from the US business.

When I joined McDonald’s in September 2002, the stock price
was down to $17.66 from a high of $45.31 in March 1999. McDon-
ald’s reported its first-ever quarterly loss of $344 million since it went
public in 1965, with same-store sales down 1.9% in Europe, 6.1% in
Asia-Pacific, and 1.4 % in the United States.!

In December 2002, after McDonald’s stock declined 60% over
three years, the board of directors replaced Jack Greenberg with Jim
Cantalupo as CEO, who they wooed out of retirement. Jim was a

McDonald’s veteran who had led the international division beginning
in 1987. By March 12, 2003, the stock price was just above $12.2

I'The Associated Press (AP), December 17, 2002.

2The Wall Street Journal, Stock Charting, historical quotes, Dow Jones & Company,
Inc., http://online.wsj.com/public/quotes/main.html?symbol=MCD+mod=moj_
companies+type=djn.
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McDonald’s sales were in decline, market share was shrinking,
franchisees were frustrated, employee morale was low, and customer

satisfaction was even lower.? The loss column was full.

On the plus side, McDonald’s had one great asset: Consumers
had truly fond memories of their McDonald’s brand experience. Peo-
ple recalled their happy experiences at McDonald’s as a child. Parents
remembered their parents taking them to McDonald’s. Unfor-
tunately, this great asset was not generating great profits: The prob-
lem was that the majority of consumers did not have recent fond

experiences.

What Went Wrong?

Many things contributed to the decline of the McDonald’s brand
between 1997 and 2002. It was not a precipitous fall: The brand had
been declining slowly, painfully, and publicly for some time. The sim-
plest analysis of what went wrong is that McDonald’s violated the
three brand-building basics for enduring profitable growth:

e Renovation
e Innovation

* Marketing

3 The business press had been tracking the McDonald’s decline for some time. A pre-
scient article in Business Week ran on October 21, 1991, titled “McRisky” by Lois
Therrin. Another Business Week article in the March 17, 1997 issue by Greg Burns
had the headline “McDonald’s: Now It’s Just Like Any Other Burger Joint.” In that
article, Damon Brundage of NatWest Securities Corp. said, “They have transformed
one of the great brands in American business into a commodity.” Other articles cri-
tiqued the tactics and the marketing such as “Same Old, Same Old,” Forbes, Copple,
Brandon, February 19, 2001; “McDonald’s Is Missing the Mark,” BrandWeek, Miller,
David, November 12, 2001.
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CHAPTER 1 ® BACKGROUND TO THE TURNAROUND 5

Three Basics for Enduring Profitable Growth

e Renovation
e Innovation

e Marketing

Reckitt Benckiser is the world’s biggest maker of household clean-
ing products. Up to 40% of its sales are generated by products that are
less than three years old. Bart Becht, the CEO, says that the company’s

success is due to a culture that is innovative and entrepreneurial *

McDonald’s failed to continuously improve its brand experience
by ignoring these three criticalities: renovation, innovation, and mar-
keting. McDonald’s focused on cost reduction instead of quality
growth of the top line.

When the image of the brand was deteriorating, instead of invest-
ing in brand experience renovations and innovations, McDonald’s
focused on monthly promotions rather than on brand building.
Instead of brand building marketing communications, the focus was
on monthly promotional tactics designed to drive short-term sales at
the expense of brand equity.> One member of my global team called
this the “fireworks” approach to marketing: big bursts of activities
that dissipated quickly.

As a result, between 1997 and 2002, we witnessed the sad decline

of a mismanaged and mismarketed brand. The brand misery was

* The Economist, “Cleaning Up,” February 16, 2008.

> PROMO magazine, April 29, 2002, “One McDonald’s executive said the chain has
too many marketing messages ‘cluttering the airwaves and minds of its customers,”
http://promomagazine.com/news/marketing_medonalds_seeks_exec/.
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played out in the press. One analyst saw a faltering brand that was
lacking in food quality, pleasant service, and helpful employees.”
Mark Kalinowski at Salomon Smith Barney was highly critical of the
management of the McDonald’s brand, and in response to manage-
ment’s briefing on revamping the exteriors of the restaurants, he said,
“Having a better looking building does nothing to fix rude service,

slow service, or inaccurate order fulfillment.”®

There were some bright spots, such as France. Under the leader-
ship of Denis Hennequin, menu modifications and redesigned interi-
ors brought customers into the restaurants. In Australia, Charlie
Bell’s idea of McCafé offered quality coffee, tea, and pastries in a qui-
eter, more attractive atmosphere. Whether a complete McCafé, or a
more limited coffee offering, the Australian experience proved that
improving McDonald’s coffee quality and variety has a positive effect
on sales. It takes effort to revitalize a big, mature brand like McDon-
ald’s. It also took a lot of effort to sabotage this great brand. To set the
context for the massive revitalization, here are some of the strategies
and activities and the thinking behind those initiatives that helped to

send the brand on its downward spin.

Ready, Set, Open

As same-store sales declined, McDonald’s focused on building

new stores as the primary growth strategy. Instead of increasing the

6 Carpenter, Dave, “McDonald’s Stock Hits 7-Year Low,” AP, September 20, 2002;
“McDonald’s Warns on Profits, Stock Tumbles 13%,” Reuters, September 17, 2002;
Foster, Julie, “You Deserve a Better Break Today,” BusinessWeek, September 30,
2002; Leung, Shirley, “McDonald’s to Serve Up First Loss,” The Wall Street Journal,
December 18, 2002; Buckley, Neil, “McDonald’s Posts Loss, Cuts Growth Target,”
The Financial Times, January 24, 2003; “McDonald’s Stock Fall to 9-Year Low, AP,
February 13, 2003.

"Kalinowski, Mark, Salomon Smith Barey, September 9, 2002.

8 Chu, Vivian, “McDonald’s Warns on Profits; Stock Tumbles 13%,” Reuters, Sep-
tember 17, 2002.
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number of customers visiting existing stores, McDonald’s focused on
increasing the number of stores. The major strategic road to growth
was to open new restaurants, open new countries, and generate traf-
fic with the fireworks of monthly tactical promotions and price deals.
At an analysts briefing, Michael Quinlan, then chairman and CEO,
said in January 1998, “You can look for about 2,200 worldwide and

>

maybe 350 net new restaurants in the US...” as restaurant expansion
plans for 1998 are likely to replicate last year’s.” This projected rate of
expansion is approximately equivalent to a new store opening every

four hours.

Even as the company increased the number of restaurants by
about 50% over ten years, market share declined.!’ Yet, CEO Jack
Greenberg continued the growth strategy based on the rapid opening
of new stores. Due to this focus on expansion over organic growth,
franchisees reported that revenues and profits per existing store were
cannibalized. For every new McDonald’s that opened, franchisees
reported that nearby stores lost between 6% and 20% of their rev-
enues. McDonald’s reported six quarters of earnings decline in 2001
and 2002.

There are consequences to overzealous expansion as a growth
strategy. It was not possible to properly staff and train people to pro-
vide a quality McDonald’s experience at this rate of store openings.
Service suffered because people had to be trained too quickly. The
focus changes to efficiency at the expense of effectiveness. You lose

your connection to your core promise as you race to ribbon—cuttings.

McDonald’s was at the bottom of the fast food industry on the

University of Michigan survey of customer satisfaction.!’ In a 2001

9 Gibson, Richard, The Wall Street Journal, January 23, 1998,

10T eonhardt, David, “McDonald’s: Can It Regain Its Golden Touch,” BusinessWeek,
March 9, 1998.

11 American Customer Satisfaction Index, University of Michigan, historical scores,
www.theacsi.org
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survey conducted by Sandelman and Associates, McDonald’s came

last among 60 fast food brands in terms of food quality ratings.'?

Not surprisingly, the declining performance of McDonald’s
demoralized the franchisees. According to Reggie Webb, who oper-
ated 11 McDonald’s restaurants in Los Angeles, “From my perspec-
tive, I am working harder than ever and making less than I ever had
on an average-store basis.”’® Regular evaluations showed that the
quality of the brand experience declined. The declining measures of
these factors demoralized the system. So, McDonald’s decided to dis-
continue the practice of regular store evaluations. Mike Roberts,
head of McDonald’s USA, revived the measurement program in the
United States in 2002. Later, McDonald’s expanded this measure-

ment program around the world.!*

Starbucks is a good example of what can happen when you lose
that connection to your brand experience. As an unintended conse-
quence of growing too fast, the distinctive experience of the Star-
buck’s brand became diluted. Howard Schultz returned as CEO of
Starbucks.!® He committed himself and the organization to restoring

the unique customer experience of Starbucks.

As McDonald’s focused on building more stores, consumers were
demanding better food, better choices, better service, and better
restaurant ambiance. McDonald’s took its eye off the goal of making

the brand better and focused on merely making the brand bigger.

2Eisenberg, Daniel, “Can McDonald’s Shape Up?,” www.time.com, 2002.

13 Gogoi, Pallavi and Armdt, Michael, “Hamburger Hell,” BusinessWeek, March 3,
2003.

14 Garber, Amy, “No mystery: shopping the shops gains in popularity,” Nation’s
Restaurant News, December 13, 2004.

15 In first quarter 2008, Starbucks began a revitalization of the brand, bringing
Howard Schultz back, eliminating noncoffee items, and closing the restaurants one
evening in February for a retraining/inspiration internal marketing event, namely:
The New York Times, January 30, 2008; The New York Times, January 31, 2008; The
Wall Street Journal, January 31, 2008, as examples.
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Buying and Modifying

Inside the hallways at Oak Brook, Illinois, some members of the
leadership team lost faith in the inherent profitable growth potential
of the McDonald’s brand. They questioned the continued relevance
of the brand.

The prevailing view was that significant profitable growth could
not be achieved organically. A consultant advising top management
stated that to be a growth stock, it was necessary to satisfy Wall
Street’s desire for 10% to 15 % annual growth.

So, instead of focusing on the organic growth of the McDonald’s
brand, McDonald’s diverted its investment dollars to focus on growth
by opening new stores and growth by acquisition of other brands.
McDonald’s seemed to adopt the concept, “BOB...Believe in Other

Brands.”

McDonald’s acquired new brands through a series of acquisitions:
Chipotle, Donato’s, Pret-a-Manger, and Boston Market. This strategy
only added to the depressed feelings among McDonald’s franchisees.

In addition, new brand development efforts were given “green
lights.” There were investments in new concepts such as “McDonald’s
with a Diner Inside,” and the development of a “3-in-1" McDonald’s
including not only a diner, but also a bakery and an ice-cream shop all
under one roof. Whether it was the investment in new stores, acquisi-
tions, or new concepts, the return on incremental investment was

poor.

Flops, Fads, and Failures

McDonald’s engaged in a frenzy of high-profile failures originally
initiated to jump-start the brand. Here are a few of the more highly

publicized ones:

e The high-priced Arch Deluxe was designed to bring adults into
the franchise. Advertising featured kids turning up their noses
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at the mere mention of the Arch Deluxe, thereby sending a
message that McDonald’s was not for them. Alienating kids was
certainly not a basis for profitable growth at McDonald’s, the
home of Ronald McDonald.

e The extraordinary Teeny Beanie Baby promotion had kids
dragging parents in for the toys while tossing the food into trash
bins. But, this had the unintended consequence of reinforcing
the image of Happy Meals as a toy with food as an incidental
attachment rather than as great-tasting food with a toy promo-
tion attached.

* The unfortunate Campaign 55 confused people. It was nearly
impossible to distinguish between the Campaign 55 “My Size
Meal” and the still existing “Extra Value Meal” promotions.

* As profit pressure increased, McDonald’s focused on cost man-
agement rather than on brand management. Costs were
reduced by cutting product quality, no longer toasting the
buns, modifying recipes, changing operations, and reducing
staff in the stores. The belief was that the consumer would not
notice—or, would not care. They did notice. They did care.

Love It or Leave It

At McDonald’s, with a decline in food quality, poor service, inad-
equate product offerings, and order mistakes, it was not surprising
that tactical, opportunistic monthly promotions became the dominant
marketing focus. Happy Meals had become a promotion of a desir-
able toy, rather than a promotion for desirable food. This is not a way
to build an enduring brand. Overemphasis on the deal rather than on
the brand results in customers becoming deal loyal rather than brand
loyal.

For brands to live forever, they must be loved forever. McDonald’s
leadership fell out of love with the McDonald’s brand. And, con-
sumers, franchisees, employees, and the financial community also fell
out of love with the McDonald’s brand.
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The various tactics, strategies, and initiatives diverted attention
from focusing on the number-one priority of revitalizing the McDon-
ald’s brand. Instead of being brand believers, McDonald’s manage-
ment became brand batterers. So it was no wonder that the
beleaguered McDonald’s brand posted its first-ever quarterly loss at
the end of 2002.

The Times Are Changing

As if the loss of faith in the brand, and all these mistaken strate-
gies were not enough, McDonald’s ignored challenging develop-
ments in the marketing environment. Consumers were more
informed, more skeptical, and more demanding. They were becom-
ing more environmentally conscious and more health conscious. The
issue of childhood obesity, which previously had only bubbled below
the surface, became a major problem.'® Issues such as these were
subjects that few people at McDonald’s even wanted to acknowledge,
let alone discuss and prepare for. Instead of brand leadership,
McDonald’s resisted the developments in the changing world. This
resistance to change is best captured in a BusinessWeek article in
which Michael Quinlan, then chairman and CEO, said, “Do we have
to change? No, we don'’t have to change. We have the most successful

brand in the world.”!”

Ray Kroc’s Vision

To further describe the context for the turnaround, it is worth

briefly recapping Ray Kroc’s story. It illustrates how truly unfortunate

16 The New York Times, The Wall Street Journal, The Economist, Advertising Age,
BusinessWeek, assorted articles, 1996-1998.

7Y eonhardt, David, “McDonald’s: Can It Regain Its Golden Touch?,” Business-
Week, March 9, 1998.
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the state of affairs was in 2002. Ray Kroc was a visionary, a truly pas-
sionate dreamer. At an age when most people retire, Ray Kroc’s vision
was to create “a happy place.” He envisioned the creation of a con-
venient, affordable, and pleasant way of eating quality food for a

newly mobile, optimistic America. He democratized eating out.

Ray Kroc was relentless about making sure every customer feels
special. He said that one of the greatest rewards is the satisfied smile

on a customer’s face.!8

Unfortunately, the devolution from Ray Kroc’s game-changing
vision to a cheap-food-fast strategy generated customer scowls instead
of smiles. Ray Kroc’s vision was not just to be convenient and cheap.
This would be a brand travesty. Ray knew that to deliver an excep-
tional McDonald’s eating experience required more than being
convenient and cheap. It required a dedication to quality, service,
cleanliness (QSC), and a commitment to treating all customers with

respect.

McDonald’s leadership had become disconnected from the core
values of the brand. The corporate memory turned dull. The connec-
tions to the founding principles were disregarded. Not surprisingly,

customers became more and more dissatisfied.

Chain of Supply

While the front-of-the-restaurant experience was suffering, the
McDonald’s operational efficiency hummed along, focusing on cost
efficiency rather than brand effectiveness.

McDonald’s operations are second to none. There is really noth-
ing like the McDonald’s supply chain. How many times have you

been to a restaurant where your waiter says the specials are no longer

18Kroc, Ray, with R. Anderson, Grinding it Out, Contemporary Books, 1977.
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available? Now think about how you do not hear crew members at

McDonald’s telling you that Big Macs or fries are not available?
Think about the fact that each Extra Value Meal sandwich comes

with a hamburger, chicken, or fish, condiments, a side item, and a
napkin, not to mention a drink, a cup, and a straw. And that is just for
the hamburger and chicken and fish sandwiches. Don't forget the
breakfast sandwiches, Chicken McNuggets, various salads, a variety
of desserts, other beverages, and so on. There are also a variety of
packages and cups. The complexity of ensuring that the right inven-
tory is in each of 30,000 restaurants, more than 50 million times a day
in more than 100 countries, is an awesome challenge. For example,
consider a simple product such as the famous fries:

e Fries—Potatoes, salt, red fry box (three sizes), napkin,
ketchup. Three sizes; five items.

Customers do not really consider this logistical miracle. Yet, it is
all delivered at remarkable speed. It is all very efficient.

From an operational standpoint, all the food and accompanying
items were in the restaurants. Sadly, what customers were too often
experiencing in the front of the restaurant or at the drive-thru was an
efficient yet off-putting experience of sloppy, inconsistent, and
unfriendly service; inaccurate orders; and dirty outdated facilities.
One customer described to me how he held his five-year-old son over
the toilet rather than allow him to sit in a bathroom that was remark-
ably filthy.

This was the consumer, franchisee, and corporate environment
when I joined McDonald’s. It was not a pretty picture; McDonald’s
was not a happy place. But at least I was familiar with the causes for

the challenges that lay ahead.
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How McDonald’s Declined

* Focus on growth by opening new restaurants
e Focus on growth through acquisition

* Incremental degradation of food, service, quality, and
cleanliness

e Focus on cost management over brand management

* Focus on price and convenience alone

The Opening Salvo

For several years, Joan Kiddon and I worked with McDonald’s on
a brand strategy project. We advised on the development and articu-
lation of a global brand promise led by Charlie Bell. I gave many pre-
sentations to groups of McDonald’s employees around the world. We
got to know the McDonald’s brand and the McDonald’s culture very

well.

When Charlie Bell offered me the global CMO opportunity, he
explained that McDonald’s had never had a global CMO. Charlie
pointed out that Paul Schrage, who retired in 1997, was really just a
chief advertising officer. He was excellent at advertising judgment.
But, according to Charlie, this new global CMO responsibility was
greater than just advertising. It required a global redefinition of the
brand’s approach to marketing. Marketing would be about more than
just advertising and tactical promotions. He said that McDonald’s had
decided to look outside for a leader with the right marketing perspec-
tive for the job. But, an outsider would need about a year to become
familiar with the brand and cultural issues. He believed that with my
McDonald’s experience, I would be able to start immediately. And, he
knew that I believed in the brand.
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Mats Lederhausen, senior executive responsible for strategic plan-
ning, strongly reinforced Charlie’s view that McDonalds needed a
global CMO with a global marketing perspective. Both Mats and
Charlie also convinced me that McDonald’s would have to go outside
to find such a person. My concern was whether the McDonald’s cul-

ture would accept an outsider.

On August 31, 2002, I flew to Knoxville, Tennessee, to meet with
then-CEO Jack Greenberg. Jack was under pressure to make
McDonald’s healthy again. He told me, “Eighty percent of our prob-
lems are in marketing. Marketing is broken. Marketing is not work-
ing.” He said, “Your role is bigger than your title. You will be like a
senior partner in a law firm. You will be a member of the executive

leadership team.”

What’s Going On?

Before accepting the offer at McDonald’s, I interviewed the top
management. Among others, I spoke with members of the senior
leadership team, including Matt Paull, Mats Lederhausen, Mike
Roberts, Claire Brabowski, and Jim Skinner. There was amazing con-
sistency in these conversations: The McDonald’s business model is
built on increased distribution. It was the “field of dreams” approach
to growth—in other words, “build it and they will come.”

They all agreed that the McDonald’s brand was in trouble. They
recognized that recent growth was attributable only to the opening of
new restaurants, not increased visits to restaurants. They recognized
that the brand image was suffering. Everyone seemed to agree that
the business model was not working anymore, but no one had out-

lined what specifically was wrong and what had to be done."
19 Personal conversations, August 2002.
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Joan and I discussed the McDonald’s offer. We analyzed my dis-
cussions with the management team. We considered all the ramifica-
tions for our consulting practice that we had nurtured and grown over
the past 20 years. What would this mean for our consulting business?
How would we manage with one of us in Chicago and the other in
Stamford, Connecticut? We concluded that this was a unique oppor-
tunity—an opportunity to put into practice our principles and to be
accountable for results.

We saw the challenges. But we believed in the principles and
process, and we knew that it could happen—we could help change

and shape the trajectory of the brand.

Lack of Relevance

With the help of Joan Kiddon, we reviewed marketing research,
read what we could find in the corporate archives, reviewed presenta-
tions and speeches, read McDonald’s PR, met with a wide variety of
people in different functions, and visited stores. I met with crew
members, store managers, franchisees, and McDonald’s executives. I
talked to people who were familiar with the original brand vision,
such as Fred Turner (Ray Kroc’s right-hand man), Al Golin (Ray’s PR
advisor), David Green (previously chief marketing officer for Interna-
tional), Keith Reinhard (of DDB advertising), Cheryl Berman (of Leo
Burnett advertising), Paul Schrage, Denis Hennequin, Dean Barrett,
and others. It was clear from all of this information that McDonald’s
had lost its way. It was also clear that the brand had lost consumer

relevance.

Loss of brand relevance was the key issue. The overarching chal-
lenge, then, was how to make the McDonald’s brand relevant again.
As a brand loses relevance, the customer base shrinks, and there is a
decline in customer loyalty. At the same time, price sensitivity
increases. Sales, market share, and profitability decline. The times
had changed, and yet time stood still at McDonald’s.
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Many issues needed to be addressed:

* Outdated store designs

¢ Inconsistent advertising

* Overemphasis on deal promotions
¢ Declining product quality

e Lack of successful new products

¢ Poor service

e Insensitivity to increasing health consciousness
¢ Insufficient relevant choices

* Decline in Happy Meal sales

e Shrinking customer base

e Lack of organic growth

e Inadequate training

¢ Decreased franchisee confidence
* Reduced employee pride

e Inconsistent global brand focus

Successful brand revitalization would have to address all these
issues. The first priority was a refocusing of the growth strategy. Jim
Cantalupo redefined the growth goal from trying to grow by merely
opening more stores to focusing on attracting more customers to our
stores. Instead of the original plan of opening 1,300 new stores for

2003, Cantalupo reduced this to opening about 600 new stores.?

How would McDonald’s meet its profitable growth objectives?
Jim said, “We will grow by becoming better and not just bigger. We

are going to do fewer things and do them better.”?! To be better, not

20 Cohen, Deborah, “McDonald’s to close 175 restaurants,” November 8, 2002,
WWW.rense.com.

2L Garber, Amy Zuber, “McD Cooks Up New Strategy to Turn Around Chain,”
Nation’s Restaurant News, April 21, 2003.
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just bigger, McDonald’s needed to move from being supply-driven to
demand-driven. The mindset had to change from selling what we

want to provide, to providing the brand experience customers want.

To restore McDonald’s brand relevance, everything needed to be
reexamined. Nothing was sacred. Everything communicates. Brand
revitalization includes more than just advertising and promotion. It
includes training, product development, store design, pricing, pack-

aging, public relations, and human resources.

In late September 2002, in various conversations, I was told that
McDonald’s had lost focus on the brand. McDonald’s had become so
cost-driven that the focus was on finance rather than on brand-
building. People were feeling that there was a lack of direction.
McDonald’s had lost its way.

McDonald’s forgot Ray Kroc’s (founder of McDonald’s) view that
we cannot just be a provider of convenient, low-cost food; we are an

experience: We have entertainment value.

The McDonald’s habit was to excite the owner-operators and try
to address their concerns with new advertising at the biannual owner-
operator conventions. Instead of focusing on the real challenges, the
focus was on the advertising. In some cases, advertising created for

the convention was rarely seen by consumers, if seen at all.

So, for example, when research showed that McDonald’s service
experience was a negative, rather than investing in improving the
service, McDonald’s launched a new advertising campaign, “We love
to see you smile.” Of course, consumers reacted negatively. Why
should they smile, when the quality was cut, the service was inade-

quate, and the stores were not attractive?

Therefore, not surprisingly, among the first things I was asked to
address was the need to develop new advertising. Creating new

advertising is fun and makes for great conventions, but without
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addressing the real underlying problems, it does not produce great

marketplace results.

New advertising without more fundamental brand experience
improvements will not work. Merely launching new advertising is not

a solution to a brand’s ills.

For example, the Ford Motor Company launched an extensive
advertising campaign touting its quality: “Quality is Job One.” But,
the product experience did not live up to the promise. After a 17-year
investment in this message, Ford decided it was time to jettison this
tagline.

Ford is now focused on improving quality. In June 2007, The Wall
Street Journal reported that “Ford Motor Company made significant
strides in a closely watched annual quality study in which each of the
Dearborn, Michigan, auto maker’s domestic brands came in above
the industry average, helping the company close the gap with top

Asian auto makers and distance itself from domestic counterparts.”

“The ]J.D. Power and Associates annual Initial Quality Study
(IQS) released Wednesday, showed long-time leader Toyota Motor
Corp. continuing to lose ground in the study, with its high-volume
Toyota brand slipping behind Honda Motor Co. and barely outpacing
Fords Mercury brand. Ford was the most-awarded company on a

vehicle-by-vehicle basis.”*

However, to this day, Ford still suffers from a quality perception
brand disadvantage. Now, that quality has improved, Ford can focus
on marketing communications to close the gap in brand quality per-

ceptions.

22 The Wall Street Journal, “MarketWatch,” June 6, 2007.
23 Tbid.
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Crisis of Complacency

Charlie Bell often reminded me that the McDonald’s brand
needed more insistence, consistence, and persistence. He would say
that McDonald’s fostered a culture of stagnation that breeds compla-
cency. It is true that large companies sometimes suffer from a “com-
placency virus.” Organizations like McDonald’s have a tendency to
stay with something that worked too long, assuming that all the bene-
fits would continue to accrue without ever having to make a change.
Doing things in the same old way, assuming that what worked once
during the best of times would continue to work even though times
had changed, would not help the brand stay relevant. It was just like
Michael Quinlan said...why change? Complacency got in the way of

generating passion and instilling pride.

Brand Re-Energization

Revitalizing a brand means not only must top management be the
brand leaders, everyone in the organization must be a re-energized
brand champion. So, to revitalize a brand, the major task is to
re-create a brand culture aligned and inspired to deliver an excep-
tional brand experience to every customer, every time, every-
where.

My interviews with senior management and franchisees sup-
ported the idea that without a true commitment to the McDonald’s
brand promise, without the organizational change and accountability,
McDonald’s would not evolve. The turnaround at McDonald’s would
require what I call the Three Cs——clarity of direction, consistent
implementation, and commitment from the top down throughout the

organization.
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The Three Cs of Turnaround

 Clarity of direction
e (Consistent implementation

e Commitment from top down

Clarity of direction involves a clear statement of the brand pur-
pose, promise, and goals. Consistent implementation requires that
the organization must be aligned around that common focus and
process. And commitment of the leadership means that people look
up, not down, to determine whether they should also be committed

to the new brand direction.

Passion and Pride

The sense of malaise and dispirit in the hallways of Oak Brook
was overwhelming. Employee pride—a critical component of brand
revitalization—had dissipated; people who were working on the
brand did not really believe in the brand. Ray Kroc’s vision of creating
a happy place through serving people was lost. The sense of pride
about working at McDonald’s was gone: On Kroc Way and French
Fry Alley, it was more funereal than fun-loving and friendly. People

were experiencing a crisis of confidence.

Pride is not the same as satisfaction. Pride is bigger than just
being satisfied with your job. Proud employees are engaged in their
work: They are committed to helping inside and outside the company

walls.24

Jon R. Katzenbach, a founder and senior partner of Katzenbach

Partners, a national strategic and organizational consulting firm, had

#White, Erin, The Wall Street Journal, Theory & Practice (column), June 18, 2007.
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this to say about employee pride: “Pride is more powerful than
money. Employee pride is the powerful motivational force that com-

pels individuals and companies to excel.”

Internal marketing is critical to brand accomplishment. To help
revitalize employee pride, Rich Floersch, was hired from Kraft Foods
as the new executive responsible for HR. His goal was to re-energize
the employees through improved employee communications, and
improved training. His leadership was a significant contributor to the

brand turnaround.

When Merriam-Webster’s Collegiate Dictionary announced that
“Mc]Job” would be added to its dictionary as a word describing “low
paying and dead-end work,” Jim Cantalupo reacted swiftly. In an
open letter to Merriam-Webster, he argued that the term is “an inac-
curate description of restaurant employment” and “a slap in the face
to the 12 million men and women” who work in the restaurant indus-
try. McDonald’s e-mailed the letter to media organizations around
the world. Cantalupo also wrote that “more than 1,000 of the men
and women who own and operate McDonald’s restaurants today got
their start by serving customers behind the counter.”?® This kind of
leadership passion and pride contributed to the rebuilding of
employee pride. For successful brand revitalization, internal market-

ing must precede external marketing.

Cost Cutting Versus Brand Building

Brands get into trouble when cost management replaces brand
management. Unfortunately, when brands get into trouble, the focus
often turns to cutting costs rather than to brand revitalization. Cost

managers become risk averse.

% Katzenbach, Jon, Katzenbach.com, January 1, 2003.

% Open letter from Jim Cantalupo to Merriam-Webster, Reuters, November 10,
2003.
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Sears

Sears is an example of what happens when costs are cut to the
degree that the brand becomes debased. Financier and Sears’
Chairman, Eddie Lampert, whose hedge fund ESL Investments
owns 49.6% of Sears, invested in computer systems for operations
but did not invest in the stores and the in-store experience. The
result is that in 2008, the stores are poorly stocked, dimly lit, and
dirty. No wonder sales are down and profits have declined precipi-
tously. And, as reported in May 2008, Sears Holdings posted a $56
million first-quarter loss.>”

When a brand gets into trouble, enthusiasm and entrepreneurial
spirit are often replaced by brand stubbornness. Standing still is for
statues, not for brands. Brand lifelessness leads to brand losses, not to
brand loyalty. The first step in brand revitalization is to face the facts

of failure.

However, instead of trying to make each restaurant a more desir-
able destination, McDonald’s focused on cost reduction rather than

on brand building.

Our Leading Edge: Our Leaders

By the end of 2002, Jack Greenberg was gone. As mentioned pre-
viously, the retired former vice chairman and president Jim Can-

talupo replaced Jack. Jim promoted Charlie Bell to become the new

27 Kardos, Donna, “Sears Swings to a Loss as Weak Sales Hit Results,” The Wall
Street Journal, May 29, 2008; Jacobs, Karen and McCormick, Gerald E., “Sears
Holdings Posts Unexpected Loss on Markdowns,” Reuters, May 29, 2008; Fabrikant,
Geraldine, “Sears Holdings Reports an Unexpected Loss,” The New York Times, May
30, 2008; Birchall, Jonathan, “Sears Suffers Dismal Quarter of Poor Sales,” Financial
Times, May 30, 2008.
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president and COO. Jim and Charlie’s leadership focused on rebuild-

ing the McDonald’s brand with a renewed sense of urgency.

These were the two right people at the right time to lead the
turnaround of the company. When Jim took the helm in January
2003, he refocused worldwide attention on not just being bigger but
getting bigger by creating a better McDonald’s experience. He stated
that “Focus and discipline get the job done. That’s what we’re about.
If we execute at a higher level, it is going to pay dividends on the top
line.”® We had to “right the ship.”

Franchisees welcomed the renewed focus on the Golden Arches.
“We have a lot of confidence and faith in the McDonald’s brand,” said
Reggie Webb, a franchisee of 11 McDonald’s restaurants in Southern
California. “The best way to maximize on that future is to focus 100%
on the McDonald’s brand.” Reggie was also the leader of the fran-
chisee organization. He was among the original franchisee leaders

supporting the new brand revitalization priorities.

Charlie Bell started working for McDonald’s when he was 15. At
19, he was the youngest Australian store manager, eventually joining
the Australia board of directors at 29 years old. Charlie held the posi-
tions of president of McDonald’s Asia/Pacific, Middle East, and
Africa Group, and president of McDonald’s Europe before Jim chose
him to be president and COO. He became my biggest supporter. His
leadership was essential to the development of the McDonald’s

Brand Promise as well as the McDonald’s Plan to Win.

It was an incredibly heady time. The doom-and-gloom scenario
was transformed by Jim and Charlie’s enthusiasm and unquenchable
belief in the McDonald’s brand. Together, they turned the sense of
brand urgency into a galvanizing brand rallying cry of “being bigger
by being better.”

2 Day, Sherri and Elliott, Stuart, The New York Times, April 8, 2003.
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No matter what kind of brand you own, and no matter shape it is
in, nothing is as positively contagious as a management team that pas-
sionately believes in the brand. As Jim Cantalupo expressed it, “Our

competitors duplicate our standards, but they cannot duplicate the

brand.”®

The Plan to Win

Brand management is not a marketing concept; it is a business
management concept. The McDonald’s Plan to Win was built on this
mindset. It could not be a regional initiative. It had to be global: con-

sistent across geography, across time.

The Plan to Win is a business construct that is built on three

pillars:

¢ Brand direction—Where do we want to be?

* Freedom within a framework—How do we plan to get
there and what actions will we take?

¢ Measurable milestones—How will we measure
performance?

Three Pillars of the Plan to Win

¢ Brand direction
e Freedom within a framework

e Measurable milestones

The Plan to Win is designed to guide brand thinking, the setting

of priorities, and the development of a viable and feasible action plan.

2 Buckley, Neil, “Burger Boss Needs to Flip the Fortunes of Big Mac,” The Financial
Times, December 17, 2002.

From the Library of Garrick Lee



26 SiX RULES FOR BRAND REVITALIZATION

It is a business concept, crossing functions and geographies and orga-
nizational boundaries. It is the most powerful tool in a manager’s tool-
box. It affects every aspect of the business. The Plan to Win has four

goals at its base:

e Attract more customers.
* Convince customers to purchase more often.
e Increase brand loyalty.

* Become more profitable.

In other words, more customers, more often, more brand loyalty,

more profitable; these are the bottom-line goals for brand revitalization.

Four Goals of the Plan to Win

e More customers

e More often

More brand loyalty

More profitable

The Plan to Win is based on a disciplined thought process we call
the Eight Ps. The Eight Ps of the Plan to Win represent eight critical
areas for brand and business success: Purpose, Promise, People,

Product, Place, Price, Promotion, and Performance.

Eight Ps of the Plan to Win

* Purpose e Place

® Promise e Price

* People e Promotion
¢ Product e Performance

Purpose and Promise define the brand direction. The brand pur-

pose defines the overarching mission of the brand, and the brand
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promise is the contract with our customers. It is a promise that if you
buy this brand, you will get this experience. A brand promise answers
the question “what kind of brand experience do we wish to promise

and deliver to every customer every time?”

The final P in the Plan to Win is Performance. Performance is the
definition of the measurable milestones to assess our progress in

brand revitalization.

The Five Action Ps

What are the actions we will take to achieve the measurable mile-
stones? This brings us to the five action Ps: People, Product, Place,

Price, and Promotion.

Delivering the brand promise is not determined by good inten-
tions. It is accomplished by the actions we take. The five action Ps
define how we plan to achieve the bottom-line goals of more cus-
tomers, more often, more brand loyalty, and more profit. How we
expect to deliver our promise across each of the five action Ps (people,
product, place, price, and promotion) is articulated in the Plan to Win.

The details of the Plan to Win are discussed in Chapter 9, “Real-
izing Global Alignment: Creating a Plan to Win.” The Plan to Win is a
brand action blueprint. Adhering to the Plan to Win is critical for

building brand revitalization.

Brand Power

Our goal is to increase the value of a brand by increasing the

power of the brand in the mind of the consumers.

A powerful brand is built on four elements:

* Identity—That particular set of ownable characteristics by
which your brand is known
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e Familiarity—Customer perception that they have enough
knowledge about a brand to have an opinion about it

* Specialness—Perception of relevance and differentiation

* Authority—A reputation as a quality, leading, trustworthy
source

To be a powerful brand, your brand goal must be to become the
most familiar, highest quality, leading, most trustworthy source of a

relevant and differentiated promised experience.

e Identity
* Familiarity
* Specialness

e Authority

Losing Brand Power

Familiarity with the brand identity is the easiest to achieve. And,
increasing familiarity contributes to brand power. Studies have shown

over the years that “share of voice” correlates with “share of mind.”

The next step is not just to be familiar, but to be familiar with
something special. Relevance and differentiation are the first to go
when a brand is in trouble. Imitators or a better innovation can
sap your brands differentiation. Changing times can deflate brand

relevance.

Authority takes the longest to build. And, once it declines, it is
difficult to rebuild.

Familiarity is the last component of brand power to disintegrate.
Once familiarity scores drop, the brand is on the oblivion train to

commodity corner.

From the Library of Garrick Lee



CHAPTER 1 ® BACKGROUND TO THE TURNAROUND 29

A Powerful Brand Is a Valuable Asset

Valuable brands do not just happen; we must make them happen.
It takes a never-ending commitment to creating, nurturing, defend-

ing, and strengthening an enduring bond between a customer and a

brand.

Summary

This was the state of affairs leading up to end of 2002. McDonald’s
was a brand in trouble. The brand had slipped and was mired in medi-
ocrity. McDonald’s leaders had fallen into the trap of believing that
merely being bigger was enough rather than becoming bigger by
being better. They believed that more of the same would continue to
bring fortune and fame. They believed in a world that no longer
existed and in customers who would never change. In 2002, McDon-
ald’s was a big brand, but it was tarnished. It was familiar, but it had
lost relevance, differentiation, and authority. McDonald’s was a brand

ripe for revitalization.
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The Six Rules of Revitalization

Whether your brand is IBM, Nissan, Apple, Harley-Davidson,
Adidas, Gucci, Bayer aspirin, or McDonald’s, a struggling brand can
be revitalized. It is not easy, and it takes discipline. But it is well worth
the effort.

Some people say that today’s consumer is becoming less brand
conscious. This is not true. Consumers want and seek out branded
products and services. Even the so-called private label world is evolv-
ing from an emphasis on copycat brands sold on price alone, to exclu-
sive store brands managed with differentiating value propositions.
For example, Safeway, Wal-Mart, Target, IKEA, and Whole Foods
embrace this approach to building consumer brand loyalty. As prod-
ucts and services, and life in general, become more complex, as mar-
kets become more fractionated, as choices proliferate, as time
continues to be a precious commodity, and as customers continue to
become more quality conscious, setting ever-higher quality expecta-
tions, brands will be more and more important to customers around
the globe. Brands are one-think shopping. They facilitate and expe-
dite decision-making.

Brand revitalization requires rigor and readiness to sacrifice what
must be sacrificed. Deciding what not to do is as important as decid-
ing what to do. This does not mean change for the sake of change. It
does mean changing what is not working even if it is something that
has been done for a long time and was a past contributor to brand

success. It means a careful examination of resource allocation to

31
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assure that the limited money, time, and effort are allocated to those
activities that are most likely to yield the desired brand and business

performance outcomes.

In January 2003, one of Jim Cantalupo’s first changes was to pull
the plug on a $1 billion technology project, code-named “Innovate,”
that Jack Greenberg had envisioned as a global digital network linking

30,000 McDonald’s restaurants to headquarters and vendors.!

“We know we need to make changes,” Mr. Cantalupo said soon
after his return. But, he added, “We don'’t intend to throw capital at
problems.” Cantalupo won applause on Wall Street for slashing capi-
tal spending by 40%, putting the brakes on what many analysts
regarded as runaway expansion of restaurants and by paying a signifi-

cantly fatter dividend.?

Branding Is Not the Same As Advertising

Many corporate managers seem to believe that brand manage-
ment is all about advertising and sales promotion. They believe that
brand management applies only to consumer marketing but not busi-
ness-to-business marketing. This is not true! A brand is a promise that
if you buy a particular brand, you will get a particular experience. If
you are making a promise to customers that your brand is a superior
value providing a relevant and differentiated experience, then you are

in brand management.

A Brand Versus a Product or Service

A brand is a distinctive identity promising superior value, deliver-
ing a relevant and differentiated experience, and indicating the
source of that promise. A product or service is evidence of the truth

of the brand’s promise.

'“McDonald's ends project,” The New York Times, January 3, 2003.
2 The Wall Street Journal, Classroom Edition, April 2004.
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What Is a Brand?

A brand is a distinctive identity promising superior value, deliver-
ing a relevant and differentiated experience, and indicating the
source of that promise.

For example, when Procter and Gamble (P&G) revitalized Crest,
P&G understood that Crest could be more than just a brand of fluo-
ride toothpaste to prevent children’s cavities. Today, Crest identifies
the expanded promise of a lifetime of superior oral care including a
wide variety of toothpaste, dental floss, mouthwash, tooth whiteners,
and toothbrushes. Some say that extending brands like Crest beyond
the original focus weakens the brands. Instead, a disciplined approach
to brand extension can revitalize and strengthen a brand. Under the
leadership of Jim Stengel, former CMO of P&G, a disciplined

approach to brand extension has strengthened the Crest brand.

The Six Rules

In revitalizing a brand, there are six simple rules to follow. Just like
the long-ago description of school—"reading, ‘riting, and ‘rithmetic’—

these rules for brand revitalization all begin with the letter “R.”

The Six Rules for Revitalization:

* Rule #1—Refocus the Organization

* Rule #2—Restore Brand Relevance

* Rule #3—Reinvent the Brand Experience
* Rule #4—Reinforce a Results Culture

¢ Rule #5—Rebuild Brand Trust

¢ Rule #6—Realize Global Alignment
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Rule #1: Refocus the Organization

In revitalizing the McDonald’s brand, we not only had principles,
we also had rules-based practices. Underlying the rules and the

rules-based practices is the Plan to Win.

Refocusing the organization around common goals is the first
step in creating a Plan to Win. What are our common goals? What is

our common brand purpose?

To refocus the organization means moving from a provider mind-
set to a customer mindset. A provider mindset states: “How do we
profitably sell what we know how to provide?” But a customer mind-
set means focusing on, “How do we profitably provide what we know
our customers will want?”

It may sound trite, but it is true: The customer is the boss, and we
must figure out the best way to please the boss. It is all about how we
market to the boss. Or, as Phil Kotler and Gary Armstrong define

marketing, it is all about satisfying customer needs profitably
Refocusing the Organization: The Practices

Refocusing the organization requires a total commitment to four
actions:

 Explain brand purpose and goals

* Exercise financial discipline

* Enforce operational excellence

e Employ leadership marketing

We address each of these in Chapter 3, “Rule #1: Refocus the

Organization.”

3 Kotler, Philip, and Armstrong, Gary, Principles of Marketing, 9th edition, NJ:
Pearson/Prentice Hall, 2001.
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Rule #2: Restore Brand Relevance

The second P in our Plan to Win focuses on ensuring the relevant
differentiation of the brand promise. Where the first P—the brand
purpose—provides an inspiring sense of corporate mission for the
whole organization, the brand promise is an articulation of the rele-
vant and differentiating experience that the brand will deliver to
every customer, every time, everywhere so that we can make progress

toward achieving the stated purpose.

How we define the brand promise is critical. Needs-based market
segmentation is an important first step. It is also important to collect
and synthesize the various opinions, views, and visions of people at all

levels of the organization including the top management team.

Restoring Relevance: The Practices

Four things that must be accomplished to restore relevance:

* Develop a thorough knowledge of the market
¢ Adopt needs-based market segmentation
e Create customer insight

* Define the brand promise

Chapter 4, “Rule #2: Restore Brand Relevance,” also discusses
the use of the brand pyramid—the Arcature approach for helping to

define the brand promise.

Rule #3: Reinvent the Brand Experience

A brand is a promise of an experience. To revitalize the brand, we

need to revitalize the brand experience.

Reinventing the Brand Experience: The Practices

You cannot reinvent the brand experience without dedication to

the following:
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Commit to an innovation program
o Perform renovation
e Focus on marketing

* Generate customer-perceived fair value

Bring the total brand experience to life

The implementation of the Plan to Win should be examined from
the standpoint of innovation, renovation, marketing, and customer-
perceived fair value. The bottom-line goal is to enhance the total

brand experience.

Some marketing experts say, “You cannot change people’s minds.”
However, to revitalize a brand, you have to change people’s minds—
and you can.

Consumers do not know your brand strategy: They only know

what you promise and how well you deliver the promise.

How do you bring the total brand experience to life? This is what
the five action Ps are all about: assuring that we deliver what we
promise. This is the focus of Chapter 5, “Rule #3: Reinvent the Brand

Experience.”

Rule #4: Reinforce a Results Culture

A former mayor of New York City, Ed Koch, always used to ask
his constituents, “How am I doing?” A results culture is focused on
evaluating progress toward achieving clearly defined measurable
milestones. It is about knowing how we are doing.

People manage what management measures, recognizes, and
rewards. Leadership needs to define how progress will be measured.

It is not enough to produce the right results. It is important to
produce the right results the right way. The Plan to Win’s perform-
ance measures assure that the right results are produced as a result of

the right actions. It is important to produce the right business results.
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It is also important that these results be based on a strong brand

foundation.

Reinforcing a Results Culture: The Practices

The three critical actions are:

e Identify measurable milestones
e Implement recognition and rewards

¢ Initiate a balanced brand-business scorecard

Chapter 6, “Rule #4: Reinforce a Results Culture,” describes the
design of a balanced brand scorecard, which reinforces the impor-
tance of producing a proper balance of both business and brand

results. It defines the measurable milestones.

Rule #5: Rebuild Brand Trust

A powerful brand is more than a trademark; it is a trustmark.
Customers today are more knowledgeable, more demanding, and
more value- and quality-conscious than ever before. At the same
time, they are more skeptical, more questioning, and more uncertain.
In this skeptical, demanding, uncertain world, trust is a must. When
brand trust is in trouble, the brand will decline. Rule #5 focuses on

rebuilding brand trust.
Rebuilding Trust: The Practices
The action for rebuilding trust is:

o Create and nurture internal and external commitment and
behaviors

Are employees proud to say they work at your organization? Proud
of the food? Proud of their job? Do they have confidence in the leader-
ship? At the core of these questions is trust. Trust in the brand exter-

nally begins with trust in the brand internally: trust in the brand vision,
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trust in the brand quality, trust in the brand future, and trust in brand
leadership.

When you create business targets that are missed year after year,
credibility is lost—not just by the financial community, but also by
other stakeholders. By the end of 2002, people were losing confi-
dence in the McDonald’s brand.

By first quarter 2003, McDonald’s had missed its financial fore-
casts for five years running. Wall Street did not believe in McDonald’s
brand plans. Analysts questioned McDonald’s on what the return was
on the billions invested in opening new restaurants. But, not only
Wall Street reviewed the forecasts with a wary eye: Employees did
not believe the leadership. Internally, forecasts were greeted with dis-
belief. Why should people believe where we are going when they
don't trust us? People merely waited for the next wave of cost cuts.

Job survival had priority over brand success.

Trust can take years to build, but it can be lost overnight. As part
of revitalizing a brand, trust needs to be rebuilt. This is discussed in
Chapter 7, “Rule #5: Rebuild Brand Trust.” Externally, as product
and service quality declined, stores were not up-to-date, brand image

deteriorated, health-consciousness increased, and consumer trust in

the brand suffered.

Rule #6: Realize Global Alignment

The power of alignment is awesome. When a company unites
around common goals, a powerful purpose, and a consistent promise,

and has a Plan to Win, that company becomes unstoppable.

The inculcation into an organization of the Plan to Win creates an
energizing movement for renewed success. Chapter 8, “Rule #6:
Realize Global Alignment,” focuses on the role of internal marketing
and some of the concepts that help to align an organization and its

outside partners and suppliers, and to revitalize a brand.
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Realizing Global Alignment: The Practices

Creating a positive, global, revitalization mindset for the brand is

a huge challenge. There are two actions for realizing global alignment:

¢ Execute the Plan to Win

o Establish Freedom Within a Framework

Establishing Freedom Within a Framework creates an organizing
structure for thought and action on behalf of the brand that is both
locally relevant while adhering to the global strictures. How does all

this come together to create a coherent, consistent plan?

Realizing Global Alignment: Creating a Plan to Win

Creating and executing the Plan to Win is so fundamental that we
devote an entire chapter—Chapter 9, “Realizing Global Alignment:
Creating a Plan to Win”—to outlining how we put the eight Ps
together and integrate these into the organization. The Plan to Win is
a one-page document that reflects the principles of the Six Rules and
the desired outcomes of the process steps. The commitment of top
management to the Plan to Win is critical as well as the enthusiasm

and dedication of the entire organization.
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Rule #1: Refocus the Organization

People need a sense of purpose: They want to know that their
work makes a difference. An organization must ask what is the shared
sense of purpose, the common direction that will align us all and
move us forward together toward a common destination. As Charlie
Bell loved to remind us, paraphrasing the Beatle George Harrison,
“We know from experience that...when you don’t know where you are

going, any road will lead you there.”
The Plan to Win begins with defining the brand purpose. This
means answering the question: Where are we going?

Refocusing the organization requires redefining the brand goals,
realigning the organization behind a revitalized purpose and promise,
and improving financial discipline, dedication to operational excel-

lence, and leadership marketing.

Brand Purpose

Brand Purpose = Brand Goals and Brand Intent

Brand Purpose

Brand purpose is the first P in our Plan to Win. A brand purpose
is the definition of the common brand goals and a compelling state-
ment of the overarching brand intent or mission. It is not just a wish.
It is based on informed judgment, not guesswork. It defines a clear

sense of direction, an overarching goal for the organization and the
41
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brand. While defining where we want to go, the brand purpose must

capture the desired spirit of the organization.

Brand Goals

In a brochure created for shareholders in October 2003, Jim Can-
talupo described the organization’s goals. He said,

In 2003, McDonald’s embarked on a new strategic course,
reflecting a fundamental change in our approach to growing
the business. Previously, we emphasized adding new restau-
rants. Today, our emphasis is on building sales at existing
restaurants....

Our near-term goals are to fortify the foundation of our busi-
ness through operational excellence and leadership market-
ing and to lay the pipeline for long-term innovation. Attaining
these goals will enable McDonald’s to deliver consistent, reli-
able top-line and bottom-line growth and improve returns on
invested capital.”

The new priorities became:

Be bigger by being better.

Instead of growing by building more stores, increase customer
visits to our stores.

* Re-energize the brand.

* Improve profitability.

Brand Intent

Brand intent comes from those within the corporation. Con-
sumers can tell you what they think they want now; they are not
futurists. Consumers can complain, telling you what their problems
are; they are excellent at this. But where you want to be, your brand

intent, must come from the leadership.

The automobile entered the American scene around the turn of

the century as an expensive toy for the rich. Henry Ford’s intention

! “McDonald’s Revitalization Plan,” McDonald’s Corporation, October 29, 2003.
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was to produce an automobile that was reasonably priced, reliable,
and efficient. In 1908, he introduced the Model T. It was the epitome
of a no-frills utility vehicle—light, sturdy, plain, stripped of acces-
sories, and selling for the low price of $825.

With the introduction of the Model T, a new era in personal trans-
portation was launched. It was easy to operate, maintain, and handle
on rough roads, immediately becoming a huge success. By 1918, half
of all cars in America were Model Ts.?

Walt Disney’s mission was to create a magical, happy place where
children and parents could have fun together. With that intention, he
focused on creating a high-quality, family-friendly, magical place...
The Magic Kingdom. To lead change takes great personal commit-
ment. Walt Disney once said, “It’s no secret that we were sticking just
about every nickel we had on the chance that people would really be
interested in something totally new and unique in the field of enter-
tainment.” But, his passion prevailed. “All our dreams can come true,

if we have the courage to pursue them.™

On its Web site, Whole Foods states “Whole Foods Company
(WFC) opened its doors in Austin, Texas in 1980. Its mission was to be
a grocery store featuring good, wholesome food; not a ‘health food’
store filled with pills and potions.” Its motto is “Whole Foods, Whole
People, Whole Planet.™

The mission of Google is to organize the world’s information and
make it universally accessible and useful.> Google’s sense of purpose is

to help make the world smarter.

As you can see, the brand purpose defines the brand goals and
describes the organization’s reason for being (intent). When revitaliz-
ing a brand, the organization needs a renewed sense of purpose, a

renewed sense of direction. Jeffrey Abrahams says that a good mission

2 The Henry Ford Museum, www.hfmgv.org.

3 BrainyQuote, www.brainyquote.com.

*Whole Foods Web site, www.wholefoodsmarket.com, September 2007.
® Google Web site, www.google.com, September 2007.
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statement must have content that can guide a company’s decision-

making process.°

The McDonald’s Brand Purpose

To get everyone on the same page, we first need to define the

page on which we want everyone to be.

Even before he was named president and COO of McDonald’s in
January 2003, Charlie Bell already had this one-page idea on his
mind. He had generated a one-page plan while he was President of
McDonald’s Europe during 2002. He called it EuroMission.

Charlie believed that a similar one-page global plan to guide the
global McDonald’s revitalization should be immediately developed.
Jack Greenberg endorsed Charlie’s idea of a global plan and, in my
new role as global CMO, Charlie asked me to begin working on its
development. This work began in September 2002 and was com-
pleted by the end of the year. Out of this challenge, the McDonald’s

Plan to Win was born.

In January 2003, Jim Cantalupo and Charlie Bell announced the
McDonald’s Plan to Win revitalization plan. Instead of the growth
priority being to build more stores, the new growth priority was to
build customer visits to existing stores. The focus of the first year was
“how do we get to great again?” The answer was “being bigger by
being better.”

Getting everyone on the same page, the Plan to Win, produced
immediate results. As Jim said in October 2003, “I am pleased with

the momentum we are building. Our US business is ahead of the pace

6 Abrahams, Jeffrey, “101 Mission Statements from Top Companies,” reviewed in
The Wall Street Journal, by Tofel, Richard. J., May 2, 2001.

" “McDonald’s Revitalization Plan,” McDonald’s Corporation, October 29, 2003. In
this brochure, McDonald’s presented the Plan to Win to shareholders under the title
of “McDonald’s Revitalization Plan.”
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we set for ourselves at the beginning of the year. Nevertheless, we
still have much to do to achieve enduring profitable growth around
the world. Our revitalization plan is focused on reasserting McDon-
ald’s operational and marketing leadership, becoming more relevant
to customers and managing our business for financial strength.”™ By
the end of 2004, McDonald’s was great again.

The previous McDonald’s statement of intent was “To be the
world’s best QSR.” Many people interpreted this to mean that
McDonald’s mission was to be the ultimate “fast food” brand—fast

and cheap.
Ray Kroc did not envision that McDonald’s would be just another

generic fast food joint. Ray Kroc never envisioned that McDonald’s
would be merely a convenient and cheap food distribution outlet. Ray
Kroc believed that in addition to serving quality, affordable food with
great service in a clean environment, the distinguishing experience of
McDonald’s was to be a happy place for employees and customers.
Ray Kroc wanted customers to come back to McDonald’s and look
forward to regular visits. He wanted customers to find delicious,
affordable food that they could obtain in an exceptionally clean and
friendly environment. Ray Kroc was committed to treating the cus-
tomer with respect. He believed that we needed to show that we
really appreciate our customers’ business. We should do things that

will make customers know we care.”

To revitalize the McDonald’s brand, we had to give the organiza-
tion a renewed sense of purpose reflecting a revitalized Ray Kroc
brand idea. This would be at the heart of becoming relevant again.

We changed to a new customer-focused statement of brand purpose:

8 “McDonalds Reports September and Third Quarter 2003 Sales,” AOL Business
News, www.prnewswire.com, October 7, 2003.

% QSR is the industry acronym for “Quick Service Restaurant.”
10 Kroc, Ray, Forever Ray, McDonald’s, 2003.
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It would be our brand mission of perfection; our Plan to Win would

start with our specific statement of brand purpose.

Brand Purpose

To be our customers’ favorite place and way to eat and drink.

The new articulation of the McDonald’s brand intent was to
become “Our customers’ favorite place and way to eat and drink.” Of
course, we all knew that this was not how McDonald’s was perceived
at the time. But, our collective passion was that this is how we wanted
McDonald’s to be perceived. Jim and Charlie felt that for the first
three years of the Plan to Win, we should focus on being our cus-
tomers’ favorite place to eat. The plan was that the phrase “and drink”
would be added in the fourth year of the Plan to Win.

Going back to his days in Australia, Charlie invented the McCaté
concept of delivering quality coffee at McDonald’s. The current focus
on new beverages, including improved coffee quality and choices at
McDonald’s is a direct outgrowth of Charlie’s original vision. Charlie
strongly believed that McDonald’s could be and should be a beverage
destination. He included a McCafé in the new McDonald’s prototype
restaurant near McDonald’s headquarters, and he even built a
McCafé in the lobby of the corporate headquarters to remind us on a
daily basis that McDonald’s can and should become our customers’

favorite place and way to eat and drink.

Charlie believed strongly that we cannot waste our time debating
short term versus long term. The long-term versus short-term debate is
McDonald’s terminal disease. He believed that if we dont do some-

thing effective now, there will be no long term.

We understood that it would be difficult to refocus the organization
with a new brand purpose: a new business goal of being bigger by being

better and a new sense of brand intent. We knew we needed to create a
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mental attitude inspiring everyone about what can be and what we
could create together.

Having a tight disciplined focus with a set of priorities that
crossed functions and geography provided shared beliefs and actions

against which we could measure ourselves.

Customers

Refocusing the brand purpose meant changing the cultural mind-
set from focusing on how to make customers want what we knew how
to supply to focusing on how to satisfy what customers want. We
would emphasize and turn into action Ray Kroc’s passionate belief

that we need to respect the customer.

Forest Mars, of Mars, Inc., makers of such brands as Mars Bar,
Snickers, Pedigree dog food, Whiskas cat food, and Uncle Ben’s rice,

sincerely believed that “The consumer is our boss.”

Go into any Stew Leonard’s store in New York or Connecticut
and you will read and feel this, too. Ray Kroc believed the same thing.
But over time, McDonald’s had lost customer focus in the wave of

huge restaurant openings.

McDonald’s loss of customer connection was brought home to
me in a variety of ways. The vast majority of McDonald’s employees
were not even around to learn why McDonald’s was founded. Com-
panies often develop a dull memory as they get farther away from the
founding principles and principals. As corporations get bigger and
bigger, it is not as easy to get the internal brand message out as

before.

The implications of refocusing on the customer meant knowing
customer needs, problems, behaviors, attitudes, and perceptions of
the brand and its competitors. We will discuss how to do this in
Chapter 4, “Rule #2: Restore Brand Relevance.”

' The Five Principles of Mars, second edition, 1993.
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Favorite

How could a restaurant like McDonald’s be a favorite restaurant?

Is this a reasonable goal?

“Morton’s is my favorite restaurant.” “Le Cirque is my favorite
restaurant.” These were the words of the vocal resisters to the word

“favorite” in the new brand purpose. But McDonald’s?

However, despite many people’s skepticism, the concept of
“favorite” stayed in the new purpose statement. Our goal was to be
the favored brand within our competitive set of brands. We needed
to refocus the organization on being a brand that our customers
favored not just frequented. The majority of McDonald’s most fre-
quent customers did not favor eating at McDonald’s. They just went

there because it was so convenient and so cheap.

But valuable brands are brands that people prefer, not merely
accept. This meant we had to become the brand that satisfies our cus-
tomers’ tastes and delights our customers” hearts at a superior value.
The phrase we used time and again was, “We will no longer be satis-
fied if our customers just favor us with their frequency; we want them
to frequent us because they favor us.” Operational excellence and
leadership marketing would make this happen.

We knew we were not there, but this was our goal. A statement of

brand purpose needs to be forward-looking: It is a brand destination.

It is an ambitious but possible dream.

Place and Way to Eat and Drink

It sounds so simple, but McDonald’s did not really take notice
that people’s eating and beverage habits had changed. McDonald’s
failed to recognize that people’s attitudes and behaviors were chang-
ing. To build brand favoritism, the McDonald’s brand had to reflect
the new understanding that people’s behaviors were changing.

For example, take-out was growing and continues to grow. People

were and are snacking more. People are eating at all times of the day.
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They are more health conscious. They are more concerned about the
food their children eat. They are more demanding of quality. They
are more skeptical. They want more choices. They want more

convenience.

The refocus on “place” meant revisiting the design of the restau-
rant. The old cookie-cutter approach of childish store designs was
inappropriate for today’s marketing realities. Not only did the
restaurants need to be upgraded in general, but McDonald’s had to
adapt its restaurant designs to specifically improve relevance to local

markets.

By emphasizing place and way to eat, we were committed to
modernizing the restaurants and ensuring that these were clean,
informal, and comfortable.

How, when, and where people eat varies by location, target audi-
ence, occasion, and need. So, for example, IKEA has cafeterias and
cafés; service stations offer already-prepared foods; supermarkets
have eating areas; and people eat on planes, in trains, in cars, at bars,
and at desks as well as in dining rooms.

As the world became a 24/7 marketplace, McDonald’s needed to

extend its hours. Many restaurants agreed to stay open longer hours,

and many of these offered 24-hour service.

We had to recognize the importance of take-away, snacking, and
the increased importance of drive-thru. Drive-thru in the United

States accounted for over 60% of sales.!

The new mission statement had an important effect on how
McDonald’s would be doing business in the future. It was not just a
mere fluffy or generic statement. It articulated the future intent of
the brand, highlighting the three critical components for the renewed

focus: customer, favorite, place and way to eat.

12 Minnik, Fred, “Expanding the Shrinking Drive-Thru,” Digital Signage Association
newsletter, March 2, 2006.
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You cannot change your brand purpose and then do business as
usual. To focus on being bigger by being better and to be our cus-
tomers’ favorite, we could not just compete on convenience and price
alone. We had to promise and deliver a total brand experience that is
perceived to be superior value. So, the next step in refocusing the
organization was to redefine the value equation. We will discuss value

again in more detail in Chapter 4.

The Value Equation

The value equation is simple:

The denominator of the value equation consists of the two brand
budget basics of convenience and price. The numerator of the value
equation is the promised experience that customers expect to get for

their money and time.

Promised Experience

Value = -
Money and Time

The denominator of this value equation is important. Whether
you call it “money and time” or “low price and convenience” or
“affordable and fast”—what is in the denominator is the price to play,

or as marketers like to say, “the greens’ fees” or “the table stakes.”

Some executives at McDonald’s strongly believed that the
generic concept of “affordable and convenient” was the essence of
the brand. However, Jim Cantalupo, Charlie Bell, and Matt Paull,
McDonald’s CFO, recognized that focusing primarily on the denom-
inator would not create enduring brand value. Denominator manage-
ment leads to a low-priced, easy to use, generic, undifferentiated,
commodity brand. As Matt regularly pointed out in presentations,
focusing on convenience and price alone is a certain road to brand

commoditization—a low-margin world.
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There are brands with denominator positions, such as Wal-Mart
promising low prices across an extraordinary assortment of products,
from clothes to household goods to food to drugs. But, even Wal-Mart
is vulnerable to competition from a brand such as Target that com-
petes on more than price and convenience alone. Best Buy, Chipotle,
Whole Foods, Safeway, Apple, IKEA, Toyota, and others recognize

that there is more to the value equation than just the denominator.

To create enduring, profitable brand value, we need to do more
than compete just on price and convenience. Ray Kroc knew the
importance of the numerator as well as the denominator. He recog-
nized that affordability and convenience were important. He also
understood that the McDonald’s brand advantage was more than just
convenience and price. He taught that the McDonald’s advantage
was the respectful, friendly, fun experience that the customers
receive for their time and money. Ray Kroc reminded everyone that
McDonald’s is a happy place—a place where anyone can afford to
enjoy a happy eating experience.

McDonald’s excessive focus on monthly tactical promotions and
price deals may have built short-term sales, but these activities hurt

customer-perceived brand value.

The corporate landscape is littered with marketers who focused on
cutting costs by eliminating jobs, closing factories, and searching for
synergies, but, at some point, there are no more people to eliminate,
no more factories to close, no more synergies to synergize. Then what

do you do?

Starving a brand as a strategy leads to brand anorexia. As Gregory
Zuckerman and Kris Hudson wrote in The Wall Street Journal “Heard
on the Street” column, “earnings gains that stem from cost cutting and
more-efficient operations usually are less valuable than those from

rising revenues because sales gains are considered more sustainable."

13 Zuckerman, G. and Hudson, K., “Heard on the Street,” The Wall Street Journal,
April 25, 2007,
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As expected, there was resistance to change. Some believed that
we should continue to do what we were doing but with greater effort.
Of course, if the path you are on is a path of decline, greater effort on
that path will only accelerate the decline. For a brand to be revital-
ized, a new path to the future needs to be defined and followed. And,
strong leadership is a requirement, so that people will follow the lead-

ership down the new road to the new destination.

In April 1993, when Lou Gerstner took the helm at IBM, the
company was in dire straits. Although full of people who could build
supercomputers, it was hemorrhaging money, losing more than $13
billion in two years. Its share of the mainframe market had plum-
meted by 50% and thousands of employees had left. IBM was truly in
crisis, with the overhanging threat that investors would force a

breakup of the venerable computer company.

Lou Gerstner was a strong leader. To make IBM a profitable
company again, Gerstner shed assets, canceled products, cut prices,
and fired staff. One of the notable changes was abandoning the OS
computer operating system, and ceding market share to competitor
Microsoft Corporation. Cutting the price of mainframes, which
accounted for most of the profits, was another risky move, but “we
had to do it to hang onto our customers. If we had failed, the com-

pany wouldn’t have made it.”**

But it was not all about cutting costs and prices. In Gary Hamel’s
recent book, The Future of Management, he discusses how Lou Gerst-
ner made IBM more customer-centric and then Hamel draws lessons
from Gerstner’s and his executive team’s approaches to challenging

and changing the overall mindset and inevitably the culture.'

4 Routson, Joyce, Stanford GSB News, “Gerstner Describes Bringing IBM Back to
Health,” www.gsb.stanford.edw/ NEWS/headlines/vitt_gerstner.shtml, November 19,
2002.

'> Hamel, Gary with Breen, Bill, The Future of Management, Boston, MA: Harvard
Business Review Press, 2007, 216-229.
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Lou Gerstner led IBM down a new path to a new revitalized
future. When he left, IBM was once again in the black (the nearly $8
billion profit in 2001 marked the eighth straight year in the plus col-
umn) and back in the ring as the heavyweight to beat. Gerstner had
convinced the highly intellectual, individualistic, $80 billion working

culture at IBM to work as a team.

Jim Cantalupo’s and Charlie Bell’s leadership galvanized the
organization. Their approach was based on a strong foundation of

financial discipline, operational excellence, and leadership marketing.

Financial Discipline

In a brand revitalization plan, financial discipline is priority num-
ber one. Make money. Get back to profitability. Eliminate waste.
Improve productivity. This is important. You need to earn the right to
grow.

When a brand gets into trouble, organizations often focus only on
reducing costs rather than increasing brand value. The cost reduction
approach shows up the fastest on the balance sheet. But without
focusing on brand revitalization, eventually there are no costs left to
cut. Al Dunlop cut back at Scott Paper and then sold the brand
cadaver that was left to Kimberly-Clark.

Carlos Ghosn’s approach at Nissan was different. He cut costs dras-
tically, but he also believed in increasing brand value with new vehicles
and new marketing. He was committed to revitalizing both business
profitability as well as the brand.

Of course, eliminating waste and improving productivity is a con-
tinuing challenge. But, cost-cutting alone takes you only so far. You

need plans, people, and actions that will deliver quality revenue growth.
Matt Paull, McDonald’s CFO, was that kind of person. With his

exceptional leadership, his department was a great supporter of the

principle that at the core of sustainable profitable organic growth was
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the need to revitalize the McDonald’s brand. Matt knew that McDon-
ald’s had to become more efficient in allocating its resources, improve
productivity, and become more accountable in investing in new
restaurants. But, he also knew that McDonald’s needed to invest in
updating existing restaurants, increase the quality of innovations, and

revitalize the brand image.

Operational Excellence

Operational excellence means focusing on delighting customers
so that an increasing percentage of customers looks forward to com-
ing to McDonald’s more often. Operational excellence meant improv-
ing product and service quality. The aim was to restore product
quality to the original “gold standards.” It meant revisiting and

improving processes.

Operational excellence involves creating an efficient and effective
balance between meeting customer expectations and at the same

time minimizing waste.

Claire Brabowski was the leader responsible for operational
excellence. She appreciated the challenges of restoring brand
relevance as the basis for brand revitalization. She knew that cost
management alone was not a formula for enduring profitable growth.
As customer demands evolve and consumers require more choices,
McDonald’s needs to increase the variety of products on its menu.

And, the need for real operational excellence increases.

Accurate forecasting is a McDonald’s imperative. Forecasts are
calculated using such items as store-specific historic product mix data;
local, regional, and national factors; local events such as fairs, school
holidays, and national promotions; store-specific information such as
road closures; and a range of factors based on past performance,

planned promotions such as sampling or special deals, and weather.

Operational excellence both decreases costs and improves cus-

tomer satisfaction. Restaurants operate more efficiently, and customers

From the Library of Garrick Lee



CHAPTER 3 ® RULE #1: REFOCUS THE ORGANIZATION 55

receive the experience they expect. Improved efficiency allows

McDonald’s to control costs and deliver better value for customers.

Operational excellence includes more than just managing the
supply chain. It includes ensuring consistent quality of the brand
experience. Operational excellence is essential for any business. Cost
management is a continuing challenge. It is always important to
search for ways to increase productivity. But it is not enough to just be
more efficient. It is important to be more effective. Leadership mar-
keting gets people to the door. Operational excellence gets them to

come back for more.

The goal is to be bigger by being better, and, to get better at

being better. This requires better operations and better marketing.

Leadership Marketing

With strong financial discipline and a focus on operational excel-
lence, the foundation is set for effective marketing. Leadership
marketing is not defined by how big you are. Leadership is not deter-
mined by the size of the business. It is determined by the size of the
ideas. It means innovating, not merely responding and reacting to
competition.

The implication of focusing on financial discipline, operational
excellence, and leadership marketing working hand-in-hand is to
break down the silo mentality of many organizations. Everyone has a
stake in the success of the Plan to Win.

The organizational responsibilities for realizing Jim’s formula for
enduring profitable growth were assigned as follows:

¢ Financial discipline—Matt Paull reporting to Jim Cantalupo.

* Operational excellence—Claire Brabowski reporting to
Charlie Bell.

* Leadership marketing—Larry Light reporting to Charlie
Bell.
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Refocus the Organization: The Rules-Based Practices

* Explain brand purpose and goals
* Exercise financial discipline
* Enforce operational excellence

e Employ leadership marketing

The Do’s and Don’ts of Refocusing the
Organization

Do

¢ Obtain top management commitment—This kind of initia-
tive will only work if the CEO, COO, CFO, and all the presi-
dents are believers and are willing to implement. Everyone
must be a believer.

* Be specific—Compose and articulate a simple, nongeneric
purpose statement that can be easily communicated to every-
one in the organization.

¢ Create a core cross-functional team—Be sensitive to the
workings of the different departments within the organization.
And, take advantage of their knowledge of the organization
from their different perspectives.

* Believe that nothing is sacred—Be ready to change what
needs to be changed, including the sacred cows such as a busi-
ness model or financial targets.

* Recognize what has failed—Do not hide from or misstate
the truth. Your people deserve to know what is not working,
why, and how they can rectify any mistakes. Learn from failure.

* Know the business you are in—Are you in the restaurant
business, the fast food business, or the business of delivering an
exceptional eating experience?
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Don’t

* Don’t be vague—Being generic means you really do not
have a clear idea about where you want to be and what you
want to do.

* Don’t ask your customers what your vision should be—
The purpose of your brand comes from those inside the com-
pany. If the person in the focus group is such a prescient seer
that he or she knows where you should be headed over the next
couple of years, hire him or her.

* Don’t reject your heritage—Your business was built on
something good. You can be contemporary and still leverage
your past. Old can be new again.

e Don’t extrapolate the present—This is about the future
world; it may be different from where you are today. This is not
about defending the status quo but about having the foresight
to articulate what you want to be.

* Don’t practice corporate isolationism—Top managers in
regions other than where HQ resides have contributions to
make. Open the doors to your geographies. Be collaborative
instead of combative.
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Rule #2: Restore Brand Relevance

Remaining relevant in a changing world is critical to a brand’s
health. Relevance is a key driver of purchase intent. But increasingly
trust is also becoming critical as a driver of purchase intent. Of
course, it is important to be different. It is important to be relevant.
But just differentiation and relevance without trust is a formula for
failure.

Trust is a foundational factor on which effective brand relevance
and differentiation can be sustainable. We discuss trust in Chapter 7,
“Rule #5: Rebuild Brand Trust.” For now, we focus on the principle
and the practices necessary to bring about the restoration of relevance.

When brands lose relevance, customers believe that a company
does not understand them anymore. They begin to think that the
company is no longer interested in supplying them with what they
want, but rather that the company wants them to buy what it is pre-

pared to supply.

To restore brand relevance, we must:

1. Begin with developing a thorough knowledge of the market-
place.

2. Conduct and have a true understanding of market segmentation.
Understanding market segmentation is fundamental to brand

revitalization.
3. Create insight into customers.

4. Prioritize the market segments.

59
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Jim Cantalupo emphasized the necessity of changing to become
relevant for McDonalds customers. He said: “The world has

changed. Our customers have changed. We have to change, too.”

Thorough Knowledge of the Marketplace

As Joan and I learned, there is a lot of unused information in a big
company like McDonald’s. All sorts of information is generated, col-
lected, codified, and filed. Most of this information is filed away.
Sometime it is read and then filed away. Country-specific information
tends to stay in the country even if it has ramifications globally.

Our advice is to find all the information you can. Then read it.
Someone must have thought there was value to generating a particu-
lar report or writing a particular white paper or research study. With
the Internet and selected services such as LexisNexis, information on
just about any topic is available. Be aware of what is going on—in
your category, in your country, across geography, in the art world, in
the cultural landscape, and so on.?

Before we created the McDonald’s segmentation, we asked to see
what segmentation work had been conducted in the past. We learned
that more than 100 studies that could be called segmentation studies
had been conducted since 1988. These studies contained great

information.

If you want to be a learning organization, you have to learn who
you are, what you know, what the world is, and what it possibly will be

like.

1“Did Somebody Say a Loss,” The Economist, April 12, 2003.

2When our consulting firm begins a project, we ask for information. The list of the
kinds of information we ask for is in Chapter 9, “Realizing Global Alignment: Creat-
ing a Plan to Win,” in the section, “Step 1: Brand Direction.”
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Understanding the Market Segmentation

A market segment is a definable group of people or organizations
that share common needs in a common context. “Need” is the critical
concept.

What is not a market segment? A market segment is not a prod-
uct category. It is not geography. There is no such thing as the French
market, the Japanese market, or the Italian market. Geographies are
where market segments exist. Geographies are how you organize to

deliver the brand promise to the prioritized market segments.

Product categories are not market segments. So, for example,
there is no lip-gloss market; there is no mascara market. But there is a

market for attractiveness, for youthfulness, for status, and for elegance.

There is no such thing as the automotive market. Nor is there
such a thing as the soft drink market or the pet food market or the
hamburger market. Products are what we sell to the market; they do

not define the market.

If you want a vehicle for driving your children to soccer practice
and saxophone lessons, you might consider a Chrysler minivan, a
Volvo wagon, or a Toyota SUV. These would all satisfy the same need.
Yet, the automotive industry places each of these types of vehicle in a
different category because they tend to look at product classifications

rather than needs-based market segmentation.

A market segment is a want. If there is no want, there is no mar-
ket. If there is a global want, there is a global market. If there is a
growing want, there is a growing market. If some people in France
and some people in Australia share the same want, then they are in
the same market. It just happens that they live in different places. If

the want is incorrectly defined, the market segment is incorrectly

defined.
The role of marketing is the process of profitably providing

branded products and services to satisfy customer wants at superior

From the Library of Garrick Lee



62 SiX RULES FOR BRAND REVITALIZATION

customer-perceived value compared to competitive alternatives. The

goal is to attract customers and to increase their brand loyalty.

Sometimes the best way to persuade people is to convince them
that you offer a solution to one or more of their leading problems.
When a brand can solve one or more of a customer’s leading problems,
it is providing the desired benefits. People tend to be risk-averse. The
avoidance of pain or the need to solve a problem is a stronger motiva-
tor than the attainment of pleasure. That is, people will usually pay
more to avoid an unpleasant consequence than to attain a pleasant one.
The problem-solution approach is a practical, flexible, and effective
approach to the challenge faced by marketers, designers, and R&D

teams when it comes to product/service renovation and innovation.

Dyson understood that many consumers had bothersome prob-
lems with their vacuum cleaners. They did not like cleaning the bags.
And, they became frustrated trying to find the right bag for their spe-
cific machine. Dyson came up with a bagless vacuum cleaner. Then,
Dyson promised the added benefit of maintenance of superior suc-

tion power, a perceived problem with previous conventional vacuums.
Diet Coke satisfied the want for a diet cola that tasted great.

Sometimes a want can be satisfied with a small renovation such as
the Chrysler minivan “fourth” door because people were becoming

frustrated with second row access from only one side of the vehicle.

Satisfying customer desires is the key differentiator between mar-
keting and selling. Selling is about convincing customers to buy what
we know how to provide. Marketing is about providing what we know
customers want or will want. Superior understanding of consumer

needs provides the basis for outstanding competitive advantage.

Market Segmentation

The process of market segmentation is about dividing people into
different “markets” that share common needs and are differentiated

from people in other segments who share different needs.
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Those who look at market segmentation as just another
research tool miss its real strategic value. The information provided
by insightful market segmentation helps direct brand policy, mar-
keting strategies, and resource allocations. It allows you to identify
priority areas for innovation. It helps define your competitive set
sometimes in ways that are different from what you currently
believe. Effective market segmentation drives business strategy, not

just brand strategy.

We no longer live in a world where mass marketing works. We no
longer live in a world where mass marketing to masses of consumers
with a mass message delivered through mass media makes money. In
fact, mass marketing as we knew it is dead. In 2004, the cover story of
BusinessWeek was “The Vanishing Mass Market.”

As BusinessWeek said, our country has “atomized into countless
market segments defined not just by demography but by increasingly
nuanced and insistent product preferences.” They said that it is a

whole new world.?

Mass marketers lack focus. There is no central point of interest.
Mass marketing tries to appeal to everyone, but the result is an aver-
age message that everyone likes a little and nobody likes a lot. Market
segmentation helps to identify the different groups of people, their
needs, and the circumstances in which they use the brands. A former
client of ours at Mars liked to say that effective market segmentation
provided FEDA, a focused enduring differential advantage.

The discipline that we use for defining the market segmentation
is based on a principle originally described by Rudyard Kipling,
which he called his “six little friends™: what, who, why, how, when,
and where. In marketing, what people want is a function of who they
are, why they use, and the context in which they use (how, when, and

where they use).

3 Branco, Anthony, “The Vanishing Mass Market,” BusinessWeek, July 12, 2004.
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Since our approach is to first understand people’s needs, we first
ask why the customer uses: What are the wants underlying usage?
What are the problems with what the customer currently uses? Then,
we look at who are the people who have these needs. This is called
profiling the segmentation. The next step is to define the context

(how, when, and where) in which different needs exist.

PRODUCT Classification

Journals and market research professionals discuss many different
ways to segment. For example, some marketers use product categories
as the basis for market segmentation. This is easy and inexpensive. You

just divide up the category by the types of products available.

We see this in many categories. For example, in the automotive
business, you now have divisions such as midsize, luxury, SUV, and so
on. Today, the product segment refinements in the automotive indus-
try border on bewildering definitions such as luxury, mid-luxury, near-

luxury sedan, or premium.

A recent story in Automotive News describes the key segments
identified by Ford in its desire to have a global platform. Putting aside
the issue of reducing manufacturing complexities, the article demon-
strates the problems that a company can fall into when it sticks with a
product segmentation that is actually product classification. With no
needs attached, how do you distinguish between a B-car, a C-car, a
CD-car, a CD-crossover, a compact, a midsized, and a rear-wheel-
drive car?*

Product segmentation is a manufacturer’s view of the market:
assorting and assigning market segment definitions based on what

products are made based on product characteristics. So, for one

*Wilson, A., “One Ford, Many Key Segments,” Automotive News, April 30, 2007.
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appliance maker, the segmentation was “hot,” “cold,” and “wet.” No
consumer ever asks for a hot appliance. They want a stove or conven-
tional oven or microwave or toaster oven or grill that can address such
needs as warming, defrosting, reheating, cooking, baking, grilling,
and sautéing, and doing these tasks quickly, slowly, overnight, or in
real time. And, where do you place a dishwasher that both wets

(washes) and dries (hot) your dishware and cutlery?
McDonald’s held to the idea that since it was a big brand, it must

appeal to everyone for every reason. There were some who resisted
the McDonald’s needs-based segmentation saying that McDonald’s

was a “burgers and fries for everyone” brand.

This is wrong. It is product categorization, not needs-based seg-
mentation. And brands cannot appeal to every person for every occa-
sion. By trying to appeal to an undefined mass market, the result is

inevitably a mass message of mediocrity.
WHY Segmentation

WHY segmentation focuses on specific needs, functional and
emotional. This is the basis for meaningful market segmentation.
Needs-based segmentation begins by identifying people or organiza-
tions that share common needs and are different from those who

share different needs.

It focuses on why people do what they do. WHY segmentation
helps drive product and service design, R&D, positioning, pricing,
and sales and marketing. A WHY segmentation for suntan lotion
could look like this:

* Those who just want a deep, dark tan

¢ Those who want to tan naturally while actively participating in
outdoor activities

¢ Those who are concerned about getting dry, flaky skin from too
much sun

e Those who are worried about skin cancer and want maximum
protection
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We can define needs-based market segments in terms of func-

tional needs or emotional needs or a combination both types of needs.

But, WHY segmentation alone does not tell us who has the needs;
it just tells us the different needs groups that exist. It does not tell us
in what contexts these needs occur. This brings us to the Who x Con-
text dimensions of market segmentation. Having defined the needs
segments, the next step is to profile these needs: Who has the needs

in what contexts?
WHO Segmentation

WHO segmentation helps us to profile the needs segments in
terms of demographics, lifestyles, behaviors, or values. This is impor-
tant. It is also the most fun because it provides a deeper understand-
ing of people. Advertising agencies love WHO segmentation. It is
helpful for creating so-called lifestyle-advertising campaigns. Under-
standing the WHO of the brand segmentation helps to build a brand

connection with the customer.

However, without a thorough understanding of customer needs,
it is difficult to implement and operationalize brand development
strategies. The Gap thought that “age segmentation” alone, would be
the way to boost profitability. So they developed the Forth & Towne
retail stores with clothing designed for the over-30-year-old female.
When the chain was closed, the press described a misunderstanding
of the shopping habits of the 35-year-old woman and a whole slew of

other reasons why the Forth & Towne stores failed.”

What these reports neglected to say was that women over 30
years old do not all have the same needs, or the same attitudes.
“Women over 30” is not a market. What was the need that Forth &

Towne intended to satisfy better than alternatives? This was not clear.

® Barbaro, Michael, “Gap Closing Chain Aimed at Over-30s,” The New York Times,
February 27, 2007.

From the Library of Garrick Lee



CHAPTER 4 ® RULE #2: RESTORE BRAND RELEVANCE 67

WHO segmentation alone does not focus only on consumer psy-
ches. It does help us to profile the needs segments in terms of the dis-

tinguishing characteristics of the people who have the identified needs.

Profiling the people associated with the identified needs seg-
ments helps us not only to understand the needs better, but also helps

us to develop our marketing plans.

CONTEXT Segmentation

CONTEXT segmentation is based on the fact that people have dif-
ferent needs in different contexts. As the situations change, some-
times so do the benefits desired by the customer. For example, you
might want one type of beer when you are at a ball game, and another
type of beer when you are dining with a client, and another type of
beer when you are at home hanging out with some friends while
watching TV.

It is helpful to understand how, when, and where a consumer has
a particular need. Again, focusing on context alone is not enough: It
must be associated with specific needs and specific people who have

these needs to grasp the full picture of the market.

Think about beverages. Occasions could be segmented by

context:

e Start the day

* Between meals

o With meals (breakfast? lunch? dinner?)
e Alone

¢ With kids

o With friends

e With business associates

e In the evening

But, this does not provide insight into what needs people have at

these different occasions. And, it does not tell us who has these needs.
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The primary determinant of market segmentation is first driven by
needs. Our brand goal is to profitably promise and deliver the superior

satisfaction of specific customer needs at superior value.

That is why we begin with needs-based segments. Then these are

profiled in terms of who and context (how, when, and where).

Needs-Based Segmentation Profiles

What do you do now? We put all this information together to cre-
ate a multidimensional view of the market: What people buy and use
is a function of why they need it x who they are X context of use (how,

when, where).

For example, needs-based market segmentation for the original
Starbucks concept might look something like this. Four basic needs
(WHY): I am thirsty, I need a lift, I need to take a pause, I want to
enjoy a small luxury.

* Four key coffee occasions (CONTEXT)—Emergency, at

home, coffee break, and café society.

¢ Four people segments (WHO)—Day-timers, night crawlers,
new-agers, and connoisseurs

Starbucks chose originally to focus on the “small luxury” need
segment. Profiling this need led to the concept Starbuck described as
the “third place”™—a place away from home and work appealing to
those connoisseurs who want the “small luxury” of a premium quality

“café society” experience.

Prioritizing the Markets

These three dimensions (WHY x WHO x CONTEXT) define the
market. As we described in the example of a vehicle for driving chil-
dren to events, the customer, not the marketer, defines the market. If

the brand is the source of the promised experience made to the
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customer, then it is the customers perspective of the market that
matters. Customers tell us what alternatives they consider when they
have a specific need in a specific context.

For example, much of the business press sees McDonald’s as a
hamburger restaurant. They report market share and brand perform-
ance comparing McDonald’s to the other major hamburger brands.
And many McDonald’s managers agreed. But this is misleading.
McDonald’s satisfies a variety of needs for a variety of people in a
variety of contexts. Children have different needs from teens and
young adults and parents. The needs are different at breakfast, snack,
lunch, and late night. McDonald’s competition is different at break-
fast compared to lunch. So, the competitive set is different for each of
these WHYs x WHOs x CONTEXTs.

If you are a business traveler about to board a flight home, you
may need a meal to eat on the plane. The airport food court creates
the competitive set. Your needs may be the ease of carrying the meal
one-handed and/or the tidiness of eating the meal on a cramped tray-
table. These needs would be different from the needs you would have
if you were at a booth in the same restaurant brand in the strip mall

near your home with a friend.

Proper market segmentation is fundamental to modern market-
ing. Superior understanding of customers, their needs, who they are,
and in what context they have these needs, provides the basis for out-

standing competitive strategic advantage.

However, any research tool is as much an art as a science. Market
segmentation is not the absolute answer. It cannot reveal what you
must do tomorrow. Market segmentation provides the landscape on
which you creatively and intuitively understand where the best cur-
rent and prospective territories are for your brand.

To find competitive advantage in our fast-paced, changing world,
we must have the clearest understanding of our customers from all
angles: What they buy as a function of why they buy, who they are,

and how, when, and where they use what they buy.
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Snickers

The revitalization of the Snickers candy bar in 1993 hinged on the
observation that a big, intrusive hunger gets in the way of complet-
ing a task (WHY). The target audience (WHO) was young adults.
The context (HOW, WHEN, WHERE) was eating a slice of pizza,
a large muffin, or a big cookie to satisfy this big hunger. This
hunger was particularly intrusive in everyday situations at work,
while studying, late at night, and so on. Previously, Snickers was
marketed merely as a great-tasting chocolate-covered bar filled
with peanuts, caramel, and nougat. Astute observation of con-
sumers and a keen understanding of consumer needs and snacking
changed the brand’s trajectory.

The New York Times reported in March 2007, that for 44 years
the Wal-Mart mantra had been “Low prices, always.” Then Wal-Mart
adopted a new approach based on market segmentation. Wal-Mart

segmented its customer groups with different wants:

* Brand aspirants—People with low incomes who are obsessed
with (need to own) brand names.

* Price-sensitive affluents—Wealthier shoppers who love a
good deal (want to feel smart).

* Value-priced shoppers—People who like low prices and can-
not afford much more (need to stay on a tight budget).

According to the story, “From now on all product decisions will be
organized around the three groups.” Wal-Mart, recognizing the differ-
ences and the common characteristic of the love for the deal, created
“five power product categories with these three groups of customers
in mind: food, entertainment, apparel, home goods, and pharmacy.”
Big brands deal with fundamental human truths. Generating a global

market segmentation depends on identifying universal human truths

% Barbaro, Michael, “It's Not Only About Price at Wal-Mart,” The New York Times,
March 2, 2007.
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that exist around the world regardless of geography, time, or space.

The satisfaction of a “big hunger” for Snickers is a universal truth.

Looking for the “best deal” is a universal truth. Coca-Cola’s satis-
faction of “refreshment” is a universal truth. And, big brands like
McDonald’s also focus on fundamental human truths. These truths are

the shared common denominators that remain stable over time.

While a global brand shares common, universal human truths,
the interpretation of these truths must be adapted to relevant local

market conditions.

Customer Insight

Interpreting your information and your market segmentation is
more than reading—it is an art form. It is not sufficient to take the
print-out with the statistical data and say “Voila!”

The same raw data can and should be analyzed a variety of ways
using many statistical approaches. Look into the data not just at it.
But, analyses alone do not reveal truth. To the information, we need

to add insight.

Insight is such an overused, misunderstood, and misappropriated
term in marketing and marketing research departments. Insight is an
underlying human truth about how the target users really think, feel,

or act: It helps you to identify unarticulated wants.

To be insightful, you must be open to everything, and you must
use everything. You must not only see the data, but also understand
what is behind the data. You must apply imaginative escape with dis-
ciplined thinking. You must be able to make connections among
things, ideas, and visuals that before were unconnected. Think of
insight as informed intuition where intuition is the ability to see into
the heart of things—seeing beyond appearances. Insight requires
sensing, studying, experiencing, and ingesting the present.

You will need to look at your information and your statistical out-
put with a creative eye, not just a mathematical brain. Is there any-

thing surprising? Is there anything that gives you an “aha” moment?
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Do your best to make the information meaningful. T wish there
were a process for generating customer insight. There is not. It is part

of the process, but to do it you need a certain kind of mindset.

Synthesis Versus Analysis

Here is where a new mindset is necessary. In marketing, synthesis
will triumph over analysis. Business schools typically teach that through
superior analysis, a great creative insight will be revealed leading to a
great innovation. This is unfortunate. Analysis leads to an understand-
ing of where we are now and how we got here. Analysis does not lead to
understanding where we should be going. The analytic, backward-
looking, approach of inspection, retrospection, and dissection cannot
help us create our future. Creative breakthroughs are not born out of
detailed analysis; they are born out of creative synthesis.

Relying only on detailed analysis leads to idea paralysis. Analysis
is about taking things apart. Synthesis is about creatively integrating,
rearranging, and reordering familiar elements in unfamiliar ways.

In November 2003, an article in Harvard Business Review
observed that “true innovation and strategic value are going to be
found more and more in the ‘synthesizers—the people who draw
together stuff from multiple fields and use that to create an under-
standing of what the company should do.”

It is important to identify trends. They are ideas and concepts
that happen around us and influence the way and manner in which
we behave. Trends are valuable because they inform us about what is
presently happening in the world around us. But trends are not
insights into where we should be going. Trend analyzers try to fore-

cast the future. Creative synthesizers look for ways to create the

" Anderson, Chris, “Finding Ideas,” Harvard Business Review, November 2003,
18-19. Also see Gardner, Howard, The Five Minds for the Future, Boston: Harvard
Business Review Press, 2007. Howard Gardner provides a clear understanding of the
differences and overlaps of synthesizers and creative thinkers.
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future. To create the future, we need synthesis, and for synthesis we

need synthesizers.

Synthesizers are different people. They think differently. They
like ambiguity, analogy, and paradox. They are curious. They make
the strange familiar and the familiar strange. Synthesis takes crafts
people, artists, and physical and social scientists who see patterns that
we overlook or just cannot see, and who can form foresight from
fragments of evidence and seemingly unconnected information. Syn-
thesis is essential to the new mindset for the future. Synthesizers will

triumph over analyzers.

Prioritize, Prioritize

No brand, no matter how big can address every opportunity
effectively. The imperative is to prioritize. And it defeats the purpose
of focus to set out to address all the identified market segments. You
must put a stake in the ground somewhere. Where do you draw the

brand’s territorial boundaries?

So, the next step is to prioritize the market segmentation. This
is a difficult decision for many executives. It is much easier to say
“Yes” to the high-priority segments. But, it is often difficult to say
“No” to the low-priority segments. You hear executives say: “We
cannot eliminate anybody.” “We want to appeal to everybody.”
“Why are we focusing on young adults? What about empty nesters
or seniors?” But, prioritization of the market segmentation is
important.

Prioritization does not mean that a brand should focus on only
one segment. It also does not mean that a brand can treat every seg-
ment equally. Prioritization helps us to decide which segments to

focus on.

It requires an understanding not only of our strengths and weak-
nesses but also of trends and future opportunities. Of course, it also

requires consideration of the available resources.
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Research techniques alone should not be the only way you select
markets. The segments need to be set against the backdrop of your
foresight into the future. Think of the possibilities within each seg-
ment. Think about what can be as well as what already exists. The
market segmentation opportunities you uncover provide direction for

stimulating vibrant ideas for growth.

How do you prioritize the market segmentation? Evaluate each
segment in terms of both the relative competitive advantage and seg-

ment relative opportunity attractiveness.

Here is one tool that we recommend. A two-dimensional analysis
like the one in Figure 4.1 helps to prioritize the segmentation. Seg-
ments E and F are high-priority opportunities. Segment B may be a
great opportunity; however, we need to build organizational compe-
tence and develop competitive advantages to compete in this seg-
ment. We have a competitive advantage in appealing to segment C,
but this is a lower-priority opportunity for profitable growth. Seg-
ments A and D are best ignored. We have little competitive advan-

tage, and they represent low profitable growth opportunities.

Relati_ve
mportancs

Relative
Competitive
Advantage

Low

High

Figure 4.1 Market segment prioritization
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Leadership Marketing

Leadership means leading the way to the future. Marketers need to
lead the way to a new brand destination. McDonald’s knew that internal
marketing would be as important as external marketing. We rebranded
the role of marketing at McDonald’s, calling it leadership marketing. As
we mentioned in Chapter 3, “Rule #1: Refocus the Organization,” lead-

ership marketing is a critical path to refocusing the organization.

The word “leadership” came first because exhibiting leadership
is so important to brand revitalization. Leading means rejecting out-
dated, outmoded ideas of the past. Leadership means providing the
strength to jettison marketing practices and mindsets that forced
the brand into brand-damaging marketing directions.

Here is an example of the way we exercised leadership marketing
to provide brand relevance. A huge, mega-brand like McDonald’s
cannot follow the accepted principle that works so well for niche

brands: Find a single consumer niche that you can dominate.

So, what is the solution? The choice between mass marketing
and niche marketing is a false dilemma. The answer is multisegment
marketing. As controversial as it was when we adopted this multiseg-
ment strategy at McDonald’s in 2003, the results demonstrate that
this approach is correct. Other brands have adopted similar
approaches; for example, Best Buy segments by five initial core cus-

tomer groups:

e Early technology adopters

Suburban mothers

Small businesses

Affluent professionals

Family fathers
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In an article in the Financial Times, the reporter discusses how

Best Buy is beginning to focus on two or three of these five groups.”

McDonald’s Segmentation

While there were many potential market segmentation opportu-
nities, prioritization was critical. McDonald’s product and service
focus was to provide convenient, affordable, quality food in a clean
and friendly environment. McDonald’s referred to this operations
strategy as QSCV—quality, service, cleanliness, value. But as a
brand strategy, McDonald’s adopted multisegment, multidimen-

sional marketing.

McDonald’s prioritized its marketing resources to focus on three

key segments with different needs:’

e Great tasting food and fun for kids
* Healthful eating for young adult moms

e Satisfying food for young adult males

Kids are very important to McDonald’s. They are an important
part of the brand heritage. Moms are important because they play a
key role in influencing the family’s eating habits. And young adults
are important because they are both a growth opportunity and an

important part of the new change in brand attitude.

These three key segments identified the “why x who.” McDon-
ald’s also identified four priority contexts: lunch, breakfast, late hours,

and snacking.

McDonalds changed from an unfocused mass marketing to a
multifocused brand, focusing on specific market segments with spe-

cific marketing messages and specific products.

8 Birchall, Jonathan, “Best Buy Plots its Global Strategy,” Financial Times, May 13,
2008.

% This concept was shared publicly on various occasions during 2004; for example,
Advertising Age, June 2004 and Association of National Advertisers, October 2004.
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What Is the Brand Promise?

A brand is not a single word. Some marketing experts say that we
should reduce a brand to a single word and aim to own that word in a
customer’s mind. This is simple to say. But it is simplistic marketing. A
brand is an idea—a multidimensional, multilayered, multifaceted
idea. Simplifying a brand to a single word ignores the complexities of
a brand and dilutes its appeal. Big brands like McDonald’s are not

unidimensional.

Now that we have identified the priority markets for our brand,
what is the differentiating brand idea? What is the brand experience
we want to promise and deliver to every customer every time? How
we articulate that promised experience depends on five specific com-
ponents: values of the brand, functional and emotional needs the
brand promises to satisfy, personality of the brand, and distinguishing
supporting features of the brand.

In Guys and Dolls, the wonderful Frank Loesser musical, Ade-
laide sings: “You promise me this; You promise me that; You promise
me everything under the sun; then you give me a kiss, and you're

grabbing your hat, and you're off to the races again.””

The promise you make to a specific customer segment is a con-
tract between the customer and brand. It is not something you prom-
ise and then “kiss off.” It expresses the contract that we make with
customers that if they buy our brand, they will receive the promised

brand experience. We need to deliver what we promise.

Brand promise is the second P in our Plan to Win. Identifying
the promise requires thoughtfulness and creativity. We use a
process called the Brand Pyramid to help construct the brand

promise.

9Loesser, Frank, “Sue Me,” Guys and Dolls, 1950.
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Brand Pyramid

The Brand Pyramid reflects a simple approach that generates the

input used to define the brand promise. It consists of five levels:

e Brand features—The bottom level of the Brand Pyramid.
The brand features provide the credible support that provides
the evidence of the truth of the promise.

* Functional benefits—What does this brand do for the target
customer?

* Emotional rewards—How does this brand make the target
customer feel when the functional benefits are delivered?

e Consumer values—Who is the target customer in terms of
attitudes, beliefs, opinions, interests, and lifestyles?

* Brand personality—What is the personality of the brand that
differentiates it in the mind of the target customers and makes
it so personally appealing?

The functional benefits and the emotional rewards together cre-
ate the brand claim. The brand values and brand personality together
create the brand character.'® We create the brand promise using the

brand claim and the brand character.

We creatively extract the brand promise from the words,
thoughts, and ideas in each level of the Brand Pyramid (see Figure
4.2). The brand promise is a statement describing the intended prom-
ised experience of your brand. It is a definition of what we want to be.
It is our brand aspiration. Combined with input from the segmenta-
tion research and other information, only you and your core team as
well as select top management can define the vision for the brand. It

is not about guesswork. It is about informed judgment.

LG Electronics uses a similar approach that is available for review on its corporate
Web site. LG discusses how it understands the LG brand in terms of values, promise,
benefits, and personality. LG Global Web site, www.lge.com, May 27, 2008.
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Personality
>Character

Values
Emotions
Claim
Functions
Features — Support

Figure 4.2 Brand Pyramid

We once taught a class using the INSEAD-CEDEP Swatch
case.'! From that document and from newspaper and magazine clip-
pings, we created this Brand Pyramid example for the Swatch brand
(see Figure 4.3).

Combined with consumer insight, and input from executives, the
next step is to synthesize this information, apply it to understanding
your Brand Pyramid, and then complete the following Brand Promise
contract (see Table 4.1).

TABLE 4.1 Brand Promise Contract

For people with these values...

Who seek these rewards...

Our brand, with this personality...

Is best at providing these benefits...

Because it has these features...

Y INSEAD-CEDEP, 1987, Distributed by ECCH at Babson Ltd., Babson College,
Babson Park, MA; Taylor, William, “Message and Muscle: An Interview with Swatch
Titan Nicolas Hayek,” Harvard Business Review, March-April 1993.

From the Library of Garrick Lee



80 SiX RULES FOR BRAND REVITALIZATION

Swatch®

Youthful, Fun, Lively,
Bold, Cheerful

Fashion-conscious, Contemporary,
Self-expressive, Independent,
Sense of belonging

Makes me feel...
Trendy, Excited, Sophisticated

Accurate time, Collectible,
Wearable art, Can own more than one, Disposable

Plastic, Colorful, Swiss authenticity, Limited editions,
Between $30 and $50

Figure 4.3 Brand Pyramid example for the Swatch brand

Over the years, many of our clients have gone through this
process to help restore relevance by updating the promise of a brand
that had lost its way.

Nissan

In 1999, we used this process with Nissan as the first brand-
focused step in Carlos Ghosn’s original three-year plan to turn
around the Nissan brand. Mr. Ghosn believed strongly in the use
of cross-functional, cross-geographic teams. As bland and frag-
mented as the Nissan brand was in 1999, the outcome of the Brand
Pyramid-Brand Promise initiative created a framework that the
design team followed both for the Nissan brand and its sibling
brand, Infiniti.

At Nissan, the brand promise guided store design, the design of
the corporate headquarters lobby, and the training of employees
and sales associates on the showroom floor.
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Brand Essence

Defining the brand promise is an important strategic step for
revitalizing brand relevance. But, to communicate this idea to the
organization, we need to find a shorthand way of stating it, a way that
will instantly provide a tonality and attitude to all employees, all com-
munications, and all restaurants and their owners. You might call it a

rallying cry; we call it a brand essence.

The brand essence captures the core spirit of the brand. It is a
compelling and essential phrase. It is the phrase that unambiguously
states how we are relevantly differentiated from our competitors. It is

a phrase that describes what motivates our customers.

McDonald’s Brand Essence

The essence of the McDonald’s brand was to appeal to the child in
our hearts. McDonald’s had to change from a childish brand to a
brand that was more aspirational. The new brand essence was
focused on appealing to those who are young adults at heart. Those
who are younger aspire to be older. And, those who are older don’t
want to be older.

The simple phrase that expressed this new brand essence of
McDonald’s was defined as “Forever Young.” Brand Essence
describes who we are and what we want to be.

Brand Essence Dictionary

It is not enough to define the brand essence. It is also important
to define what we mean by that phrase. We call this the brand essence
dictionary. The dictionary defines the several dimensions of meaning

of the brand essence.
Lotus Blossom

A common language with common meanings for commonly used
words and phrases is really just good common sense. We should all

mean the same things when we say the same things.
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We use this Lotus Blossom tool to identify the four to six key
words that will help further define the brand essence. It ensures that
we create a common book of language so that, regardless of who the
employees are, where the employees reside, or what language they

speak, we all have a consistent interpretation of the brand.'?

For example, CNBC’s “World Wide Exchange” program, on May
19, 2008, presented an interview with David Procter, CEO, Al Khaliji
Bank. He mentioned that his bank was ready for a variety of growth
opportunities and that these opportunities meshed with the bank’s
five core values: Bold, Cool, Swift, Exciting, and Reliable. It was as if
the Lotus Blossom with the five dimensions of the bank’s brand were
filled in (see Figure 4.4)."

For one client, we interviewed 86 people at all levels of the
organization. We asked each person to define a phrase commonly
used in the organization—a phrase that is at the heart of what the
brand stands for. There were 86 different ways of defining this criti-
cally important phrase. Inconsistent interpretation leads to inconsis-

tent implementation.

The brand essence along with the dimensions in the brand dic-
tionary guide training, product development, marketing, store design,
and so forth. With “Forever Young” as the brand goal for McDonald’s,
we needed to make sure that the interpretation of this simple phrase

was consistent around the world.
Brand Essence Discipline

What is the disciplined process for defining the brand essence
and its dimensions? There is none. It is a stroke of creativity that
comes from intuitively understanding the Brand Pyramid, the brand

promise, the market cube, the consumer information, and the vision

2For a full description of the Lotus Blossom technique, see Higgins, James M., 101
Creative Problem Solving Techniques: The Handbook of New Ideas for Business,
Winter Park, FL: New Management Publishing, 1994, 144.

13“World Wide Exchange,” CNBC, interview with David Procter, May 19, 2008.
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Al Khaliji
Bank

Reliable

Figure 4.4 Lotus Blossom example for Al Khaliji Bank

for the brand. But, informed insight is not guesswork. There are,

however, four guiding principles:

¢ Base this on a consumer insight.
* Be consistent with Brand Pyramid and brand promise.
¢ Use as much information as possible.

e Creatively synthesize the information.

At McDonalds, the brand essence was born from reviewing hun-
dreds of documents, including research studies, speeches, articles
and books on McDonald’s, books on food and eating, a press clipping
file from 1990 to 2002, online information searches, and selected
interviews with executives at McDonald’s, a few who had worked
closely with Ray Kroc. It took a synthesist to see what the brand

essence was.
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Paradox Promise

Often the best expression of a brand essence is a paradox promise.
The concept of the paradox promise underpins many brands” prom-
ised experience. Consumers hate to trade-off benefits. If you want to
drink a diet cola, it is certainly much better to have one that has only 1
calorie and also tastes great. Madge the manicurist once promised for
Palmolive dishwashing liquid, “It’s hard on dishes. It’s soft on your
hands.” Miller Lite defined the light beer market as promising “Great
taste. Less filling.” Paradox promises can be terrific opportunities. It is

worth a lot when you own a paradox promise in the customer’s mind.'*

Paradox Promises

¢ Fun and functional—Mazda Miata

e Collectible art and great value—The Franklin Mint

e Low fat/fewer calories and great taste—Lean Cuisine
e Refreshing taste and no calories—Diet Coke

* High-tech, cool, and easy to use—Apple IMac

e Waterproof and breathable—Gore-Tex

e Individuality and fitting in—The Gap

e European luxury, latest technology, and Japanese
reliability—Lexus

" For an interesting perspective on paradox promise, namely Reingold, Jennifer,
“Targets Inner Circle,” Fortune, March 31, 2008: “Target markets itself to the Lexus
set as a designer haven while at its core it makes money selling commodities such as
bleach and cereal.” A former Target executive is quoted as saying, “People have
within themselves a paradox. Fit in and belong; and also stand out and be unique.
Target does both: mass and class.”
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McDonald’s Paradox Promise

Our insight was that McDonald’s represented a paradox promise
opportunity.

The striking juxtaposition of opposites led to the insight of the
essence of McDonald’s being a promised experience that is:

e Familiar yet modern
Global yet local
Simple yet enjoyable

Comfortable yet entertaining
* Consistent yet changing

e Superior quality yet very affordable

With these paradoxes unveiled, the brand essence that focused
the new direction for McDonald’s was that it represented youthful
exuberance yet had strong roots. The brand challenge was to main-
tain and strengthen McDonald’s distinctive heritage and make it rele-
vant again. We saw that one of the things that would make
McDonald’s so wonderful was that its core values could be relevant
forever but their interpretation had to change with the times. The

brand challenge was to keep McDonald’s “Forever Young” forever.

A relevant brand promise and brand essence can align a disparate
organization and provide inspiration and focus. The brand promise is
the statement of the promise that the brand will deliver to every cus-

tomer, every time, everywhere.

The Do’s and Don’ts of Restoring
Relevance
Do

* Gain superior understanding of the customer—Know
your target customer better than your competitors. Make sure
that you have a clear definition of your target market(s). You
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should be able to describe your priority segment customers as
if they were your best friends.

Be inspiring—Make sure the brand promise statement is
compelling and motivating, even or especially in hard times.
People want uplift, not undertow.

Create three-dimensional market segmentation—Seg-
menting on what, who, why, or context each alone is insufficient.
Life is not one-dimensional; people are not one-dimensional;
and so neither should your segmentation be one-dimensional.

Have a consumer-based view of the marketplace—Let
your customers’ needs and unmet needs create the competitive
set. You will be surprised. Understand your brand’s perception
by market segment.

Synthesize your information—Go beyond just mere analysis
to gain some ideas about the future opportunities and promise
of your brand. Generate some critical insights. Be consumer-
insight driven.

Prioritize your segments—Apply focus to the mini cubes
and make decisions based on your capabilities, future capabili-
ties, value of each segment, and insights into which hold the
potential for your brand. You cannot focus on everything at
once. As with everything in life, pick your battles wisely.

Create your Brand Pyramid and brand promise—Even if
you have one, review it using this format. Keeping a brand con-
temporary and in sync with the current viewpoints and insights
is essential to your brand’s health. And remember, this is not
filling in the blanks: You are crafting something that will live
with your brand for a long time.

Conduct competitive analysis within segments—Under-
stand the competitive sets from your customers’ perspective.

Use your needs-based segments as windows on the
world—There are opportunities in the identified market
cubes. You are really segmenting for innovation and for ideas.
Somewhere inside each cube is a terrific new concept.
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Don’t

* Don’t promise genericization—Being generic, offering
generic category benefits leads to being a commodity product
with no relevant differentiation. When you stand for everything
general, you stand for nothing special.

* Don’t conduct template management—Template manage-
ment is not brand management. Template management lacks
passion and understanding. It means you are fabulous at filling
in forms. Be passionate about every word and phrase in your
Brand Pyramid and brand promise.

e Don’t maintain a mass market mentality—EspeciaHy in
today’s world, this is death-wish marketing. Mass market mes-
sages lead to genericization.

e Don’t be trapped by a nonviable set of segments—
Choose your segments wisely based not only on your insight
and foresight but also on your current policies and resource
capabilities. And, don't fall on your sword for segments that
make no sense.

* Don’t believe that anyone can be a creative synthesist—
Anyone can draw, but how many Monets do you have on your
team? Find the synthesist in your ranks or hire one. Do not
spend money on creative trainers. Sure, it is a lot of fun to jug-
gle and play games off-site, but true creativity through synthe-
sis is something that only certain people can do.
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Rule #3: Reinvent the Brand Experience

“The smile on our people’s faces is a vital part of our image.”

—Ray Kroc, Grinding It Out

Brands are promises of relevant and differentiated experiences.
The total brand experience (functional and emotional) defines the

distinctiveness of the brand.

For example, Lexus redefined luxury in the automotive category.
Lexus is more than a well-made, luxurious, technologically advanced
vehicle. It also provides a superior purchase and total ownership

experience.

Swatch redefined the watch experience. All of sudden a watch
was something to be changed with every new outfit, every new mood,
any occasion. And it was possible because these colorful, hip, col-

lectible pieces of wrist-candy were affordable.

Ray Kroc knew that for McDonald’s to be successful, it had to
promise more than burgers, fries, and malts served fast and cheap; it
had to be a superior experience. In its early days, it offered a sense of
theater, too: It was alive; it was a vibrant, bustling experience. There
was the teamwork and camaraderie of the crew, the aroma of the
food, the smiles, the exuberance, the uplifting vitality, and the antici-
pation of excitement as you opened the doors under the Golden
Arches. As one of Ray Kroc’s early commercials said, “McDonald’s is

a hap, hap, happy place.”

89
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However, as detailed in Chapter 1, “Background to the Turn-
around,” by 2002, this extraordinary brand experience had deterio-
rated. Crew people were not proud and happy to be working at
McDonald’s, and it showed. The crew performed the tasks they were
taught without enthusiasm. Camaraderie was replaced by cold routine.
An updated version of Miriam-Webster’s Collegiate Dictionary added
a pejorative word, “McJob” meaning “a low-paying dead-end job.”

To reinvigorate the McDonald’s brand, we would have to re-cre-
ate, recompose, recontemporize, reinspire, and refocus the entire
system on providing a quality product, a clean restaurant, a service
mindset, and good value for the money. The organization had to gal-
vanize behind the drivers of operational excellence and leadership

marketing. We had to reinvent the brand experience.

Reinventing the brand experience requires several actions within
the organization. It is the role of the leaders to instill a set of practices
across all functions. These are as follows:

¢ Commit to an innovation program

¢ Perform renovation

e Focus on marketing

* Generate customer-perceived fair value

* Bring the total brand experience to life

Each of these practices affects all of the five action Ps in the Plan
to Win. As discussed in Chapter 7, “Rule #5: Rebuild Brand Trust,”
the Plan to Win is the tool for enabling organizational alignment. You
must apply all these practices to each of the action Ps detailed in the
following list:

* People

¢ Product

e Place

e Price

Promotion
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So, for example, ask what kinds of product innovations can I
make that will enhance the value perception of my brand? What does
this change to the lighting outside the restaurant do for the total

brand experience?

Brand purpose and brand promise provide the focused direction
for the Plan to Win. Now, we have to ask: How do we bring the brand
experience to life? How do we deliver the brand promise to achieve
the brand purpose? The five action Ps are the key areas that con-
tribute to activating the brand. Actions in all five areas are critical fac-

tors for brand revitalization and organizational alignment.

People

Just because a business is customer-focused does not mean that
customers come first. Customers come second. Employees come

first. That is why “People” is the first action P.

Employees are the frontline when it comes to customer relation-
ships, especially in a service business. Internal brand pride is a critical
success factor affecting external brand attitudes. You cannot reinvent
the brand experience if your people are not proud and inspired to be
a part of the new brand direction. And the leadership must lead. HR

has a huge role to play in brand revitalization.

If we want our employees to love our brand, we have to love our
employees. If we want our employees to have passion and pride in
our delivering a superior brand experience, we have to show them we

have passion and pride in what they do and who they are.

Horst Schulze, founding president and former COO of The Ritz-
Carlton Hotel Company knew this. An important part of the revital-
ization of the Ritz-Carlton brand was a redefinition of the brand
purpose. He expressed it as “Ladies and gentlemen serving ladies and
gentlemen.” This became the core concept guiding the behavior of

Ritz-Carlton employees.
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“The Ritz-Carlton is so intent on empowering their employees to
‘wow’ customers, each employee (they always refer to their staff
members as ‘ladies and gentlemen’) has permission to spend up to
$2,000 a day per guest to fulfill expressed or unexpressed wishes.”

“..the company’s most successful customer service policies

revolve around hiring and empowering their own employees.™

If your people do not believe in the brand, then you cannot
expect your customers to believe in the brand. This has implications
beyond just organizations that do business in a service sector. Brand
leadership is top-down. People do not just follow what the leader
says, they follow the leader’s attitudes and behaviors.

A company gets only one chance to make a first impression, so
don’t squander the first 72 hours. When a new employee is hired, the
first 72 hours are a unique opportunity to instill a positive brand atti-
tude. The “on-boarding” experience sets the stage for the training
that follows.

For example, at Disney, every employee is a “cast member.” They
are all part of the Disney show. Disney takes the hiring process seri-
ously with a series of interviews. They start by hiring people who like
people. They make sure prospective employees know what is
involved and what is expected of them. Regardless of the role they are
to play, all new employees take the one-day Traditions 1 course. It
includes an introduction to company values and customs. It also
includes exercises in how to treat “guests” and how to improve their
experience. This is followed by training in the park. The emphasis is

on human skills.?

Disney is clear about its values and priorities. Safety is first, cour-
tesy is next, show or the quality of the product is third, and efficiency

is fourth. Customer service doesn’t come from a policy manual; it

! Gray, Audrey, “Welcome to Service,” Dealerscope, December 2006.
2 Heskett, et al, Service Breakthroughs, Free Press, 1990.
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needs to come from an individual’s heart. People need to internalize
those values and believe in them. As Walt Disney’s brother Roy said,
“When values are clear, decisions are easy.”

Walt Disney, like Ray Kroc, believed in the customer and
believed in crafting the best possible experience for that customer.
“Walt Disney had a passion for his customer, ‘the guest,” to make the
experience the very best he possibly could. He believed that if he took
care of the front-line experience and service, the bottom line would
follow. He embraced a four-tiered philosophy: Dream, Believe, Dare,
and Do.” Disney spends two weeks training custodial staff, not
because sweeping is difficult, but because they are frequently

approached by guests with park questions.®

The Ritz-Carlton, Disney, and McDonald’s are not exceptions
just because they are in the service business. Every business needs

employees who love the brand.

Just because a restaurant is in the fast food industry, does not
mean that employees cannot be proud of the experience. At Chipotle,
many crew members will tell you how much they love their jobs.
They will explain that working at Chipotle is not merely a job; it is a

career. Chipotle offers employees an open door to success.

Chipotle has one of the most inspiring front lines in the fast food
category. Proud employees produce a better product and customer

experience.

In 2006, Chipotle, recognizing the critical role that the restaurant
manager plays, initiated its Restaurateur program to “encourage high-

performing general managers to stay with their restaurants rather

3 Broz, Joan, “Management Expert Explains the Disney Way,” Chicago Daily Herald,
D3 edition, March 1, 2007.

* Ibid.

® Valenzuela, Peter, “How to Keep Good Staff from Leaving; Methods of Human

Resource Management in the Health Care Industry,” Physician Executive, July 1,
2007.
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than seek greater earning potential and responsibilities as area man-

agers or with other companies.™

“In addition to regular bonuses tied to meeting personal and
restaurant-level performance goals, GMs in the program are eligible
for a $10,000 bonus for developing hourly workers into managers, and
a 10% bonus on revenue gains above a unit’s sales projections.” This
means, for example, that a manager who earns, let’s say, “$47,000 a
year could potentially earn closer to $100,000 if the branch restaurant

>>7

has a target of $1.6 million in sales for the year.

Chipotle employees are one of the more significant factors for its
success. As one General Manager said, “I'm extremely happy with
Chipotle. Every day I wake up, I can’t wait to be here, be with my
staff. The money will come by itself. If they are happy, if the store is
running well, if you are happy and not asking for anything, it will
come by itself.”

Chipotle Restaurateurs

“A year into the program, Chipotle’s first restaurateur topped the
$100,000 mark on sales performance alone. Chipotle’s manage-
ment turnover is now below 30%, compared with 34% in 2006, and
well below the industry average of 39%. Beyond the money, sev-
eral restaurateurs say they appreciate the recognition that they can
run the restaurant as if it’s their own.”

At McDonald’s, reinventing the people P meant restoring Ray
Kroc’s service mindset, and this meant restoring pride by reinventing
training, support, and rewards. The goal was to not only ensure that
employees loved working at McDonald’s, but also that they tell others
to work for McDonald’s as well.

% Berta, Dina, “Chipotle Incentive Program Aims to Keep, Promote GMs,” Nation’s
Restaurant News, November 5, 2007.

7 Ibid.

8 Ibid.

® Davis, Joyzelle, “Six-Figure Income Possible at Chipotle,” Rocky Mountain News,
August 21, 2007.
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We focused on instilling a sense of pride by making sure employ-
ees were proud of where they worked; proud of what McDonald’s
does as an organization; proud of the food offerings; proud to eat the
food offerings, simply proud to be a part of McDonalds. Never
underestimate the power of employee pride.

McDonald’s has more than 1.5 million employees. Turning many
of these into brand ambassadors creates a powerful force. Reinvent-
ing the people P does not just mean focusing on the crew and the

store managers. It meant everyone."

Six Principles of Pride

Charlie Bell used to say that revitalizing marketing leadership at
McDonald’s meant that our people must be:

e Proud of where we work

Proud of what we do

Proud to wear the McDonald’s pin

Proud of our food offerings

Proud to eat our food offerings

Proud to be part of McDonald’s

Once the executional expression of “Forever Young” was cre-
ated—"1'm lovin’ it"—the goal at McDonald’s was to make both the
customer and employee experience an “i'm lovin’ it” experience. This

is a high standard. But why aim for anything less?

Lexus describes its “covenant” with the customer as a goal to “build
the finest cars ever built. Lexus will treat each customer as we would a
guest in our home.” They go on to say that they “will revolutionize the

luxury motoring experience through passionate commitment to the

1 There has been a great deal of discussion in the press recently about wearing a “flag
pin.” Charlie Bell believed that employees should be so proud to wor