Marketing Insights for Thought Leaders

Sep/Oct 2002

The NECG Edge

NECG PREDICTS

Wall Street Journal (8/21/02): “At
7-Eleven fresh food fix is focus.”
The company is going through a
major corporate overhaul under
which it will expand banking ser-
vices like check cashing and
money orders, and fresh foods
like sandwiches, donuts, etc.

Edge: While this strategy has
worked for 7-Eleven in Japan, it
may be much harder to imple-
ment in the U.S. because of staff-
ing and theft problems. Putting
more banking services could
make 7-Eleven an even more
promising target for robbers and
fresh sandwiches may not be
enough to bring upscale people in
if the staff remains non-service
oriented.

Fortune (9/2/02): “Don’tlistento
the consumer.” Research indi-
cates that consumer confidence
indexes are not very accurate in
predicting consumer spending,
and are actually reactive in na-
ture, often responding to media
coverage of economic issues.

Edge: There isno doubt that con-
sumer confidence is influenced by
media, but there is also little doubt
that it can be very predictive. In
fact, new research done by
ACNielsen shows that there is al-
most perfect correlation between
Michigan’s consumer sentiment
and consumer packaged goods
purchases with a lag of about 9
months.

USA Today (9/8/02): “Real win-
ner of ‘American ldol’: Coke.”
The breakthrough hit of the year
and Coke got in on the ground
floor for $10 million, “The deal of
the decade.”

Edge: American Idol pushed the
revival of product/brand place-
ment on TV that Survivor started
to a new level, and the trend is go-
ing to continue until Uncle Milty
fills NBC’s Thursday night sched-
ule with The Texaco Star Theater,
The Brick-Berle Show and The
Kraft Music Hall.

Business Week (10/7/02): “French
furniture for U.S. sidewalks.” The
sidewalks of Chicago and L.A. will
soon get thousands of sleek new
bus shelters, advertising kiosks,
and other amenities in exchange
for rights to sell ad space through
French outdoor giant JC Decaux.

Edge: Potentially an outside-the-
billboard idea! The cities can make
some more money and advertisers
can reach consumers through an-
other non-traditional medium. We
wouldn’t be surprised if Starbucks
vending machines show up at
these bus shelters soon!

Fortune (8/21/02): *“Servers with a
Smile.” It will never beat Win-
dows on the desktop, but the Linux
operating system has an undeni-
able charm in the world of corpo-
rate computing: It’s free.

In This Issue

1. NECGPredicts............... 1
2. What’s Hot, What’s Not....... 1
3. LeadersontheEdge......... 2,3

(Scott Helbing, Vice President of
Global Brand Strategy for Dell)

4. The AdvertisingEdge......... 4
(Mitsubishi Eclipse)

5. LeadersontheEdge......... 5,6
(Debra Kennedy, Director of
Brand and Consumer Marketing
for Nokia)

6. The NECGWay............... 7
(Extreme Marketing for
Technology Products)

8. BooksontheEdge............ 8
(Creative Destruction)

Edge: We predict that the winner of
the silent Linux revolution will be
IBM. What better way for IBM to
destroy its archrival (Microsoft) -- let
others do it for you!
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LEADERS ON THE EDGE

“Dude, You’'re Getting a Dell”
NECG Interviews Scott Helbing, VP Global Brand Strategy for Dell

On-the-Edge Accomplishments
%~ Developed the new brand strategy and ad-
vertising campaign for Dell which helped the
brand register a 12% increase in value on
Business Week’s Top Global Brand list this
year.

NECG:

SH:

NECG:

SH:

NECG:

SH:

Has the Steven campaign been effective for
Dell?

Yes, on two levels. We know it works because
it’s generating the number of leads we need,
and we know they are high quality leads be-
cause our close rate is high. We’ve also been
perceived in the consumer space as more of a
business-to-business brand. So, the consumer
group wanted to bring a level of humanity
and personality to the brand. This campaign
has created a significant improvement in mak-
ing Dell a brand with more humanlike char-
acteristics.

What was the process in developing the cam-
paign?

The agency came to us with 2 or 3 campaign
ideas. The one that everyone felt good about
required the right actor to play the role of
Steven. We put out a casting call and found
Ben Curtis, a freshman at NYU studying act-

ing.

Why did you think the campaign would
work?

The brilliance of the campaign is what we call
customer advocacy. People who own a Dell
become strong advocates for the brand. So,
Steven became the advocate for Dell. Find-
ing this kid with this personality was just ic-
ing on the cake. Steven was able to talk about

NECG:

SH:

NECG:

SH:

NECG:

SH:

NECG:

the benefits of our models, how to go online,
custom configure a computer, get a low price,
and do it in a kind of humorous, engaging
way. People believe that he knows what he’s
talking about: that was really the genius of it.

How important is the tag line . . . “Dude,
you’re getting a Dell?”

I think it is really what took the creative ex-
ecution to the next level. And anecdotally,
Michael tells stories about being in the senate
chambers testifying, or speaking at the World
Economic Forum and someone yelling,
“Michael, Michael, dude you’re getting a
Dell.”

Has it become instant credibility?

Yes, it’s just one of those lines like “Where’s
the beef?” It absolutely captures the essence
of the idea.

Do you think that some of the brilliance of
the campaign was the fact that Steven really

related to the culture of that age group?

I couldn’t agree more and you realize your
kids do know what they’re talking about.

Do you normally go through a disciplined
process, including copy strategy and testing?

(Continued on page 3)
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LEADERS ON THE EDGE

(Continued from page 2)

SH: We do a lot of communications testing to what products are going to stay around and
make sure the message is coming through, but they have to play to the retail channel. How-
we really kind of rely on the agency and the ever, we don’t, so we can go directly after the
advertising team to be the judges of the cre- retail channel. It’s an easy target for us to aim
ative. Most important for us are the questions, at. On the other hand they’re trying to do
where does Steven go and is the message still more things direct. They’re trying to remove
comingthrough? alot of the costs they’ve built into their model

by going direct, but they can only go so far

NECG: How do you think your competitors, like HP before they alienate the retailer that they need.
and Compag, are going to react? It’s going to be an interesting situation. I'm

not really sure how much of a role advertis-

SH: You see a lot of spokespeople in commer- ing will play as opposed to how much their
cials. IBM.com has their spokes- business model has got to change.
person. CDW has an IT
spokesperson in a small NECG: Your strategy for B2Bisa
business. Gateway has cc 11 different strategy and a different
their cow who’s kind The brl I I lance Of campaign?
of their person. S | the Dell campaign is St Wl the strateqy issimi

ink in any cat- : Well, the strategy is simi-
egory, you’re going what we call lar. We believe in the idea of
to see competitors an advocate. It lets us tell the
mimic th;t Ithe customer advocacy. story,\{:)ut from athi:Jd-party’s
leaders are doing. Peop|e WhO own a v_iew_sotitlﬁgn bebmoietﬁg%res—
sive in talking about the ben-

NECG: That usually doesn’t De“ become StrOﬂg efits than if we were talking.
work though advocates fOI’ the NECG: Would you consider us-

SH: Normally, you’re right. 1 brand," ing Steven for your B2B commer-

was at Reebok for a few

years and they kept wanting us

to mimic Nike. But you can’t out-

Nike Nike. But what they see now is that all
of asudden Dell has a face and a heart in the
consumer space. They see that this company
is not just a business-to-business company, it’s
a home computer company. And what prob-
ably concerns them the most is how do they
compete with us in the future.

Ted tried to do that when he went back on air
sitting around the barn with the cow. But it
went in the other direction, because it’s hard
to believe that somebody would sit around
and talk to a cow? It just kind of missed the
point.

I’m not sure what HP and Compagq are going
to do in the future going forward. That’s a
great question. Obviously they’ve now stated

NECG:

SH:

cials?

SH: That is an interesting question. There
has always been some concern about the vis-
ibility of Steven. We wonder if Steven might
detract from our message in the enterprise
space. But it was interesting throughout all
of this that so many of our large corporate cus-
tomers such as General Motors and GE were
asking for him for their annual meetings or
sales meetings.

Well, you know, it’s interesting because all
those people probably have teenagers them-
selves and relate to Steven. Have you seen
any reaction from retailers or other channels?

We’ve seen reaction from a pricing stand-
point. They are trying to get closer to our
prices, but we haven’t seen any kind of direct
response in terms of bashing Steven.=
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THE ADVERTISING EDGE

. Mitsubishi Eclipse Campaign

The Mitsubishi Eclipse campaign features a young girl dancing in the car to the Dirty Vegas song, “Days Go By.”
The campaign has become very popular and been credited for helping the formerly unknown song jump to top
song lists on radio stations. Gary Stibel and Bob Lepre give the campaign high marks on both strategy and
execution and believe that it breaks through the clutter of car advertising and positions the Eclipse as the “ulti-

mate” fun car to drive.

NECG Gold Standard
O Mitsubishi Eclipse

Advertising Objective 9

Target Audience —%
RationalBenerit  —

9
9
6
ReasonWhy . 8
Emotional Reward 8 10
Permission to Believe ! 9
Competitive Frame —;‘10
Brand Character *—7_‘ .
Focus of Sale [ ——
Strategic Uniqueness — 88

NECG Gold Standard
O Mitsubishi Eclipse

10

Focused Message

Fs
Brand Exposure # 9
Benefit Visualization —g

Product News

SuperiorityClaim

Emotional Bond

Real-Life Dramatization 4—8_‘ .
Relevance of Humor # 7

Reinforced Ending 4—9_‘10
Talk/Word-of-Mouth *—7—‘10

g

STIBEL ON STRATEGY

“The brilliance of this campaign is
the single-minded objective of
making Mitsubishi ‘cool’ and

the non-automotive competi- g\\
tive frame of being ‘in’, in
your zone.” ~

NECG Gold Standard = 81/100
Mitsubishi Eclipse Campaign =84/100

LEPRE ON EXECUTION

“Areyouin? Thisspotcertainly is. It’s cool, has lots
of talk value, is fun to watch and focuses on showing
that the Mitsubishi is fun to drive. The song became
popular, and as such, will reinforce the awareness of
Mitsubishias afun car to drive. The spot breaks out
from the amorphous, boring, and insipid world of
most car advertising. With alittle more .
product news and focus on why they’re ‘\
better, this spot would be a perfect 10 at

telling the world that they should ‘wake @:

up and drive’ a Mitsubishi Eclipse.”

NECG Gold Standard = 78/100
Mitsubishi Eclipse Campaign = 68/100
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_ _ | LEADERS ON THE EDGE
Staying Fashion Forward

NECG Interviews Debra Kennedy, Director of Brand and
Consumer Marketing for Nokia

On-the-Edge Accomplishments
%~ Changing Nokia’s brand advertising strategy from
product based to a lifestyle/value orientation
%~ During her tenure, Nokia has been named the 5th
most valuable brand in the world
%~ Received an Effie for her team’s 1999-2000 Campaign

NECG: Could you give examples of interesting mar-

keting programs Nokia has executed?

NECG:

How does your relationship with Alias work?

DK: It consists of full product integration into the
DK: An interesting marketing program we ex- show. Nokia sponsored the first episode (67
ecuted in 2000 was with ESPN in which Nokia minutes) commercial-free and now we’ve de-
brought the first wireless game to the U.S. veloped a relationship with the show and its
Given we were trying to get people to do producers. Product integration (or placement)
something that they were not used to (e.g., has really helped us achieve the objective of
messaging), it was much more successful than getting consumers to do something other than
we had ever anticipated and it was very excit- talk on their phones, i.e., messaging. We’ve
ing to get consumers to do something with been thrilled this show has taken off as it has.
their phone other than just talk on it. Jennifer Garner, the lead, won the Best Actress
Another exciting marketing execution that inabramaat the GoIQen Globes and the show
. : . won a People’s Choice award for Best New
comes to mind was developing a cross-media Drama
deal with Fox in 1999. The deal involved spon- '
soring the Emmys, which included featuring NECG: What factors have resulted in Nokia’s brand
Nokia phones in gift baskets to Emmy nomi- being as strong as itis?
nees and winners and running media across
mediums such as newspaper inserts, TV Guide DK: There are two key branding strategies Nokia

magazine, grocery store radio, TV, and print.
Nokia was one of the first companies to spon-
sor an event produced by the Television Acad-
emy of Arts and Sciences which has resulted
in a continued relationship with Fox. This deal
has also led to the opening of a whole new
world of sponsorship in an industry where in
the past you could sponsor few events other
than sports.

Nokia prides itself on doing new and differ-
ent things. Internally, we’ve adopted the phi-
losophy that “if you’re not failing, then you’re
not doing your job, you’re not learning, and
you’re not growing”. As an example, every
year we sponsor a new television show. The
third show, Alias, was the charm as the first
two did not turn into something big.

has faithfully adhered to:

1) Being Consistent: For over 15 years we
have constantly said we want to stand for
“Connecting People.” Not connecting
people so they can call each other on the
phone, but connecting people to each
other, to new ideas, to their abilities and
to new opportunities. In other words,
opening people’s world up for them.

2) Standing forthe Consumer: It'sall about
the consumer -- not technology for
technology’s sake. Our design centersall
over the world are key to tapping into
what is on the cutting edge of design. This
has been a key factor in the success of our
brand. We have realized that a phone is

(Continued on page 6)
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(Continued from page 5)

NECG:

DK:

NECG:

DK:

LEADERS ON THE EDGE

an extension of the user, something that
is carried with him/her every single day,
everywhere. A phone expresses the con-
sumer just as a purse, or clothes do. That’s
why we developed changeable color cov-
ers and screensavers, and created the abil-
ity to personalize everything else about a
phone. By bringing individualization to
the category, we’ve also brought fun . ..
technology as fun.

Given the complexity of the wireless business
in terms of service provider brands versus
manufacturer brands, how does Nokia man-
age for success?

It’s all about levers. We have different levers
to drive our business, depending on where the
business is. It’s a constant balancing act to
determine which levers to use to drive the
business at a particular time. The levers we
use in Asia-Pacific and Europe are different
than what we might employ in the U.S. or
Latin America. For example, in the U.S., the
carriers sell the phone so we definitely work
closely with them. We partner with the carri-
ers to determine how to drive their business,
because our success depends on them. We
serve as a consultant or “market maker” to as-
sistin driving their business.

How does Nokia so successfully stay fashion-
forward and a step ahead of everybody?

We started by positioning our product as a
lifestyle accessory, like wearing jewelry, and
have never wavered from that. The following
are examples of other ways in which we re-
main fashion-forward:

* We are heavily involved with a design
school in California where we run contests
in which students design futuristic
phones.

* We partner with a nonprofit organization,
Gen Art, in New York that supports up-
and-coming photographers, filmmakers,
designers, and artists.

* We focus on recruiting people who are
also consumer focused and not just tech-
nology focused.

* We share ideas across the globe.

NECG:

DK:

NECG:

DK:

Does Nokia have a CMO who coordinates the
marketing efforts of the different regions?

No. We have a global brand organization
called Brand Forum, which comprises the
heads of marketing in Asia-Pacific, Europe and
the Americas, as well as the heads of design
and product marketing. They meet regularly
and develop global training programs on how
to run the Nokia brand.

How will marketing in wireless communica-
tions change in the next five years?

There are really two parts to that question.
First, how is marketing wireless communica-
tions going to change? Second, how is mar-
keting in general going to change?

Pertaining to the first question, Nokia fortu-
nately plays in a growing market in the U.S.
However, in other parts of the world, we are
creating a market where no market exists. For
example, more people in the world will some-
day use the Internet on a device about the size
of a phone, rather than on a computer as they
do today. Therefore, we need to go back to
that stage in marketing where we create some-
thing that doesn’t exist and then demonstrate
why it would be beneficial.

As for marketing in general, it’s where much
of the change will happen. For one, people
are going to be walking around with your
marketing because they will have it on a mo-
bile device. Today, there aren’t many people
walking around with your marketing, but |
think in the future people will carry brands
with them and showing what they’ve saved
on their phone to their friends. It’s going to
enable you (marketers) to do something that
you couldn’t do before. People couldn’t walk
around with your commercial before; in the
future they will. This means that the medium
we communicate through will be different,
what we think of viral marketing will com-
pletely change, and the speed with which our
message gets across will increase even more.
It’s a fun, fun marketing world we’re going
into.
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NECG WAY

Extreme Marketing
New England’s Approach to

Technology Marketing

Marketing technology products is not only different
from marketing consumer packaged goods, but more
challenging in many ways. Product life cycles are much
shorter for technology products, which makes the clas-
sic Awareness, Trial, Repeat type marketing model lim-
iting in effectiveness.

New England Consulting Group’s approach to tech-
nology marketing is unique in that it pushes the
integration
between con-
sumer behav-
ior and market-
ing mix plan-

“Extreme users can market technology products to
the mass market much more effectively and effi-
ciently than manufacturers.”

New England believes that the optimal marketing mix
for extreme users is also extreme. It relies little on mass
marketing vehicles like advertising and promotions,
and more on buzz , grassroots programs, and relation-
ship management.

As extreme users spread the word, it is picked up by
experimenters, who set up the stage for mass adoption
of the product. While experimenters far exceed extreme
users in num-
bers, they are
less efficient to
reach and
require a com-

ning to the
extreme.

<Packaging

<Sampling

«Website
=Segmentation

<Print Advertising
=Direct Mail/E -mail.+”

Extreme Mar-
keting is based
on the simple
insight that ex-
treme users can

=CRM
market tech- =Newsletters
=Trade Shows
nology prod- =Solution Selling
ucts to the mass <Education/Training
=Seminars/conferences
market much =Website/chat rooms et
more effec- =Trade Publications A

tively and effi-
ciently than

I Number of Units Sold
\@
.
A}
|
"
=
N
N

pletely differ-
ent marketing
mix.

Experimenters
don’tpreachor
generate buzz,
but they do
recommend
through word
of mouth.
Their recom-
mendations
reach conform-
ers, who gener-

=Promotion

«Co-op Marketing
=TV Advertising

= Customer Service
«In-Store Experience

manufacturers
can.

While extreme users themselves account for only a
minuscule share of total volume for any technology
product, they are responsible for a giant share of sales
through other users. Extreme users create buzz by not
only recommending a product they like to others, but
by going out of their way to preach its benefits and
proactively convert people.

Marketing $ SpenvUser  EG_—

ate the largest
share of vol-
ume, but need
adisproportionately inefficient marketing mix to reach.

By understanding the differences between user groups,
technology companies can reduce their total market-
ing spending significantly, while increasing the effec-
tiveness of their marketing mix dramatically.m

Thisarticle was written by Gaurav Kapoor, Senior Managing
Associate at NECG. Feel free to e-mail him your comments at
gk@thenecg.com
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BOOKS ON THE EDGE

‘Creative Destruction*

-- Richard Foster and Sarah Kaplan
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MACMART FOSTER . SARAR EAFLAN
Creative Destruction is a book about the need for com-
panies to simultaneously manage creation and destruc-
tion if they want to outperform the stock market over
the long-term. The book tries to break long-standing
myths of management and proposes a new corporate
model for growth.

Discontinuity is important in business

e Corporations are built on the assumption of conti-
nuity; their focus is on operations

e Stock markets are built on the assumption of
discontinuity; their focus is on creation and
destruction

* Most industries and companies under-perform the
market; when they do outperform, it’s driven by
discontinuity

Balancing continuity and discontinuity is difficult

e Continuity requires operational excellence, but is
the price of admission today

* Discontinuity requires innovation, which is often
stifled by operational excellence

Discontinuity requires new “mental models”

¢ Information systems — Amount, type, quality, form
and frequency of data

* Decision making processes — Planning systems, cal-
endar management, agenda setting, decision
criteria

* Executional capability — HR processes, staffing,
evaluation procedures

* Control processes — Operational control, compen-
sation systems, capital allocation

Innovation requires both “divergent” and “conver-

gent” thinking

e Search - Look for anomalies, talk to mentors, meet
with customers, zoom out, surround yourself with
diverse stimuli

* Incubation - Suspend disbelief, avoid premature
closures

* Collision — When different perspectives collide,
ideas emerge

The future corporate model is create-operate-trade

* Increase the pace of change to levels comparable
with the market

* Open decision making processes to make use of
collective corporate talent (and avoid cultural
lock-in)

¢ Relax conventional notions of control, but not to the
detriment of operations

Strategic planning, R&D, and corporate venture capi-

tal processes can be improved

* Focus on the “periphery”; that’s where
discontinuities start, that’s the hub of economic ac-
tivity

* Look beyond R&D to “new business creation”
through classic research, licensing, technology ac-
quisition etc.

* Tryinternal “business plan contests” instead of cor-
porate venture capital

The NECG Edge isamonthly publication of the New England Consulting Group

The Consultant The Client

and isintended to provide valuable marketing insights to busy managers. The
NECG Edge is published both online and in print. If you would like to subscribe

The innate monetary value of
our brand is commensurately
sub-optimized compared to o

performance delivery.

low.

1 think he means our price is too

to The NECG Edge, please e-mail us at necg-edge@TheNECG.com.
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