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Lesson: Great Product +
Great Marketing = Great Brand

How did iPod make a large fortune? By spending a small one.
With an iPod and iTunes ad budget of over $200 million since
2001, Apple has outspent Sony, iRiver, and Creative combined
by more than 20 times, according to TNS Media Intelligence. The
TBWA/Chiat/Day-designed ad campaign has managed to tum
the human silhouette, a cubic box, and even the color white into
symbols of Apple. “It’s easy to reinforce brand perceptions with
that much advertising,” says Forrester analyst Joshua Bernoff.
Of course, there's far more to the iPod story than ads. “Hav-
ing the brand without the substance will never tly.” says IDC
consumer electronics analyst Susan Kevorkian. Steve Jobs ar-
gues that iPod’s astounding success—some 28 million sold—is
about elegant software, not elegant billboards. And he’s right.

Those happy ads simply retlect the smooth user experience that
a union of great software and hardware creates.

Since the original iPod’s 2001 launch, Jobs has unveiled a suc-
cession of improvements. such as color screens and podcast-
ready software. and a series of variations—the iPod Mini, the
Shuffle. the white-hot Naro. and most recently an iPod that plays
video and TV shows—that keep the buzz alive. The iPod family
represented 19% of Apple’s sales last year. Another smart move:
Apple has lent some of the cachet of the iPod brand to its other
products. For example. Apple designed its iMac GS computer to
look a lot like the iPod by giving it the white translucent shell.
rounded comers. and simple thin-panel design. It’s a hit.

Apple. says Morgan Stanley analyst Rebecca Runckle, has
been known for one-hit wonders in its product line. Today the
company is using the iPod brand to develop a portfolio of suc-
cesstul products that share a common look and feel and are
pieces of a coherent company vision. “Years ago Jobs pro-
claimed his interest in creating a solution for the digital hub,”
she says. “When we look back three years from now. we’ll see
that iPod was just the first foray into it.”

—Abrahm Lustgarten
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_SUBWAY

Lesson: Break the Rules—but Break
Them Judiciously

For years after its founding by Fred DeLuca and Peter Buck in
1965, Subway was a dependable yet undistinguished chain of
sandwich shops. Now it's a phenomenon.,

The tuming point came in the late 1990s, when Subway vio-
lated one of marketing’s commandments—"Thou shalt not
market fast food as healthy"—by touting seven of its subs as
having six grams or less of fat. The company wanted to stand
out in a sea of lardy options. The key was to emphasize that the
sandwiches tasted good. too. something other attempts at sell-
ing healthier fast food had forgotten. “Subway redefined what
the consumer was looking for,” says Ron Paul, president of res-
taurant consultancy Technomic. In doing so. it redefined itself.

The brand really took off in 2000, when it decided to show-
case Jared Fogle, who had shed 245 pounds by eating exclu-
sively at Subway. This was dumb luck—Fogle came to
Subway. not the other way around—and there was internal re-
sistance to the idea. Subway went ahead, though, and the result
“was like lightning striking," says retail consultant Neil Stern.

Fogle has become a brand icon, and sales surged from $5.17
billion in 2001 to $7.75 billion last year. Wannabe franchisees
came running. Between 2001 and August 2005, the number of
U.S. Subway shops increased 43%, to more than 19,100 (about
5,000 more than McDonald’s). Such growth helped the chain
rise from seventh to fourth in fast-food market share, behind
McDonald’s, Burger King, and Wendy’s, according to Tech-
nomic. (And the Bigger Three have all jumped on the “healthy™
bandwagon.)

Subway has enhanced its “good for you™ image by sponsor-
ing the American Heart Association's fundraising events. Har-
vard even invited Subway's icon to address a forum on obesity
in 2003. When Jared speaks, Harvard listens: Now that’s
brand power.

—Matthew Boyle
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Lesson: Expand Your Product Category

The Eggo waffle has been on the breakfast table since 1936—
and 60 years after its launch it was looking distinctly clderly.
The strategy for rejuvenation came down to three little words:
Smart brand extensions. It worked: Kellogg found the sweet
spot between overprotecting Eggo and spreading it too thin,

By the Rate 19905 frozen waftles had become a commodity,
“Kellogg was stuck with the question ‘How do you grow ama-
ture brand?" " says David Wellman, former editor of Frozen
Food Age. Tt answered that question by introducing around 3
dozen Eggo waffle flavors, including strawberry and choco-
late chip—which helped it capture a record 67% share of the
frozen-waffle market. Then Kellogg launched six non-waffle
breakfast products branded with the Eggo name, from Toaster
Muffin Delights to maple syrup. Sales for the entirc Eggo
brand grew 11% in 2004,

The key to renovating the brand was identifying its two key
constituencies—children and harried adults—and finding dis-
tinctive ways to sell to them. For kids, in 2000, Eggo introduced
limited-edition waffles (yes, really) featuring the likes of
Scooby-Doe, Spider-Man, and Sponge Bob. Promoting them
was Waffleman, a larger-than-life mascot who is decked out in
a waffle suit. Eggo became identified with trendiness and fun,
which is a pretty big achievement for a frozen waffle.

As for the grownups, Kellogg realized that what they wanted
was healthy stuff that was €asy to fix. So it created three Eggo
waffles co-branded with its Nutri-Grain cereal line. And it jn-
troduced a lime of products that can be eaten while driving. In
January, Kellogg launched Eggo Toaster Swirlz, a type of mini-
It took the product national less than two months
the fastest launch in Eggo’s history. The bottom
produce a record half-billion

cinnamon roll.
later, making it
line: The Eggo brand is on track to

dollars in sales this year.
—J. 8.

SONY CYBER-sHOT

Lesson: Learn How Your Customers
Want to Use Your Product

What is the secret 1o the Sony Cyber-shot's success? That this
digital camera wasn' designed by traditional cimera experts.
Instead, the consumer electronics folks took the lead. “Wedon't
think like a traditional, analog camera maker, and we're not

tuck in that mindset,” says Steve Haber, the head of marketing
or Sony’s personal, mobile, and imaging division.

Launched in 1996, the Cyber-shot was Sony’s first mags-
narket digital camera, Sony wanted to sel] 1o the masses, just ag
thad years before with the Walkman, Atter copious market re-
wearch, it had a blazing insight. Most People who use cameras
tre not professional photographers but people out to have a ligtJe
un. So the [5 Cyber-shot models are sleck, and €asy to use;
nost are pocket-sized, with 4 generous display screen that
nakes it a portahle photo album. Those dre now common qual-
ties among digital cameras, byt by being the first to market with
¢ quality product, Sony gave itself g crucial headstart, It has
‘onsistently maintained No. | or No. 2 position among digita]
-ameras. Now it is No, |, with 20.5% market share, just ahead
f Canon. “There js o pass-along effect, which generates abrand
ssociation,” says Richard Doherty, an analyst at Envisioneer- |
ng Group, a tech market research firm.

The camera’s marketing reinforces it strengths. One TV
-ommercial features 5 woman effortlessly photogr:lphing
‘ocker Steven Tyler in a chaotic restaurant while her friends
umble to use their more complicated cameras. Ang the price is
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Lesson: To Thine Own Self Be True
(and Let Others Know It)

For a little-known artist, Dennis Hwang has a gigantic audience.
That's because the 27-year-old webmaster moonlights as the
Google doodler, From Googleplex, the company’s headquarters
in Mountain View, Calif,, he creates the art that intermittently
hugs the company's logo on its homepage. His quirky sketches—
celebrating events as obvious as Christmas and as random as
Claude Monet's birthday—are quintessential Google.

Most companies are shy about fiddling with their logos, but
any company that named itself Google is not too worried about
the rules. In fact. Google has built itselfinto a blockbuster while
shunning conventional brand-building. “Google does not par-
ticipate in traditional ‘marketing activities,” says spokeswoman
Eileen Rodriguez.

Google believes that in the online world, branding is mostly
about the experience. Build a product that is great to use, and a
great brand will follow. It's a philosophy that might give marketing
pros the shivers. but it complements Google's stated mission: “To
organize the world's information and make it universally accessi-
ble and useful.” By focusing its resources primarily on building and
constantly upgrading its technology—it recently added a blog
search tool—Google has become the search engine of choice. [t
“became a verb for a very good reason,” says UBS analyst Ben
Schachter. “It was that much better than the competition.™

Google also offered something its competitors didn’t: sim-
plicity. While other search engines and portals cluttered their
home pages with horoscopes and stock charts, Google kept its
website tidy. Google focused on search and only search, and its
innovative search technology, listing websites in order of hits,
was a key to making it the market leader. Then it devised an ad-
vertising business model that drove revenues in its direction. As
the company grows, so does its ambitions. The zillion-dollar
question is, Can it successfully shed its one-service image?

But remember that even the Google doodler was questioned
carly on. Skeptics told company leaders, “You can't put
sketches in the logo. because it screws up the brand,” says John
Battelle, author of The Search, a new book on the company. In
true Google fashion, they did it anyway. And it worked.

—/. S

_SIERRA MIST

Lesson: Find a Niche and Work It

Creating a brand with staying power isn't easy. Just ask the
world’s second-largest soft-drink maker, PepsiCo. The com-
pany has struggled to invent a lemon-lime soda to rival Coca-
Cola’s Sprite and Cadbury Schweppes's Seven-Up. Remember
Teem? Or Storm? No one else does either.

Undeterred, Pepsi introduced Sierra Mist in late 2000. This
clear. caffeine-free, carbonated soft drink tastes a lot like
Sprite, and its green and blue packaging isn't that different.
That's intentional. *QOur plan was to go up the middle of the
category, picking up everything that the consumer already
gets,” says Cie Nicholson. who spearheaded the launch and
now heads marketing for Pepsi-Cola North America’s noncar-
bonated beverages.

In an already crowded soft drink market, such sameness can
be a recipe for disaster. But Sierra Mist's launch was anything
but. First-year sales surpassed $100 million (the lemon-lime
market is $6.5 billion in all), propelling the fizzy drink into the
top-ten carbonated-beverage rankings in record time. The drink
went national in early 2003; by 2004 it had passed Seven-Up
and trailed only Sprite,

Sierra Mist succeeded not by being different but by seeming to
be different, a feat it managed through clever distribution and mar-
keting. Pepsi decided to sell Sierra Mist to the 18 to 34 age group
(Sprite’s demographic is younger) and to appeal to them with hu-
mor. Sierra Mist would be the lemon-lime drink with an ironic
twist. So it assembled a troupe of five comedians dubbed the Mist-
Takes to spearhead its campaign. The BBDO ad agency created
“sitcommercials,” a cross between a Seinfeld episode and a tradi-
tional 30-second spot. In “Kitchen,” an ad that debuted during this
year's Academy Awards, the troupe tries to recoverand “ungift” an
unopened botile of Sierra Mist they brought to the party. The re-
sult? Consumers say the brand is “fun.” Maybe you had to be there.

—IS.

AL EHRBAR is chairman of BrandEconomics, a Stern Stewart
subsidiary. -




