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ERICIE] Excellence

Nike hit the ground run-
ning in 1962. Criginally known as Blue Ribbon Sports,
the company focused on providing high-quality running
shoes designed for athletes by athletes. Founder Philip
Knight believed high-tech shoes for runners could be manu-
factured at competitive prices if imported from abroad. Nike's
commitment to designing irnovative footwear for serious ath-
letes helped it build a cult following among U.S. consumers.
Nike believed in a “pyramid of influence” in which the
preferences of & small percentage of top athletes influenced
the product and brand choices of others. From the start its
marketing campaigns featured accomplished athletes.
Runner Steve Prefontaine, the first spokesperson, had an ir-
feverent aftitucle that matched the company’s spirit.

In 1985, Nike signed up then-rookie guard Michael
Jordan as a spokesperson. Jordan was still an up-and-
comer, but he personified superior performance. Nike's
bet paid off—the Air Jordan line of basketball shoes flew
off the shelves and revenues hit over $100 million in the
first year alone. As one reporter stated, "Few marketers
have so reliably been able to identify and sign athletes
- Who transcend their sports to such great effect.”

. In 1988, Nike aired the first ads in its $20 milion “Just Do
"ad campaign. The campaign, which ultimately featured 12
TV spots in al, subtly challenged a generation of athletic en-
usiasts to chase thair goals. ft was a natural manifestation
Of Nike's attitude of self-empowerment through sports.
As Nike bagan expanding overseas to Europe, it
d that its U.S.-style ads were seen as too aggressive.
ke realizedt it had to “authenticate” its brand in Europe,
it focused on soccer (known as football outside the
d States) and became active as a sponsor of youth
ues, local clubs, and national teams, However, for
to builg authenticity among the soccer audience,
Umers had to see professional athletes using its
HCt, especially athletes who won. Nike's big break
€N 1994 when the Brazilian team (the only national
Or which Nike had any real sponsership) won the
Cup. That victory transformed Nike’s image in

Europe from a sneaker company into a brand that repra-
sented emation, allegiance, and identification. It also
helped launch Nike into other internationa markets over
the next decade, and by 2003, overseas revenuss sur-
passed U.S. revenues for the first time.

In 2007, Nike acquired Umbro, a British maker of
soccer-related foctwear, apparel, and equiprment. The ac-
quisttion helped boost Nike's presence in soccer as the
company became the sole supplier of uniforms to over
100 professional soceer teams around the world.

Nike focused its efforts on international markets, es-
pecialty China, during the 2008 Summer Qlympics in
Beijing. Although Nike's rival, Adidas, was the official
sponsor of the Olympic Games, Nike received special
permission from the International Olympic Committee to
run Nike ads featuring Olympic athletes during the games.
In addition, Nike sponsored several teams and athletes,
including most of the Chinese teams and 11 of the 12
high-profile members on the United States men’s baske:-
ball teams. That year, sales in the Asian region grew
15 percent to $3.3 billion and Nike’s international divisions
grew to 53 percent of the company’s revenue. Some be-
lieved Nike's marketing strategy during the Olympics was
more effective than Adidas’s Olympic sponsorship.,

fn addition to expanding the brand overseas, Nike
successfully entered new athletic footwear, apparel, and
equipment product categeries by using endorsements
from high-profile athietes and consumer outreach pro-
grams. The Nike Golf brand, endorsed by Tiger Woods,
has changed the way professional golfers dress. Tiger's
powertul influence on the game and his Nike emblazoned
style have turned the greens at the majors into “golf's
fashion runway.” In addition, Nike has used the superstar
to help build its refationship with consumers. In 2009, it
launched a Tiger Web Talkback session at nikegolf.com,
whers fans could ask questions and hear Tiger talk about
golf. The session was part of a nationwide Nike Golf con-
sumer experience day, which included equipment demos,
long-drive contests, and in-store specials.

In tennis, Nike has aligned with Maria Sharapova,
Roger Federer, and Rafael Nadal o push its line of tennis
clothing and gear. Some called the famous 2008
Wimbledon match between Roger Federer and Ratael
Nadal—both dressed in swooshes from head to toe—a
five-hour Nike commercial valued at $10.6 million.

Nike teamed up with seven-time Tour de France cham-
pion Lance Armstrong not only to sefl Nike products but also
1o help Amstrong’s LIVESTRONG campaign. Nike designad,
manufactured, and sold over 70 milion yellow LIVESTRONG
bracelets, netting $80 million for the Lance Amstrong
Foundation. ft also featured Armstrong’s message of survival,
willoower, and giving in a series of Nike commercials.

o promote its line of basketball shoss and apparel, Nike
continues to featurs basketball superstars such as Kobe
Bryant and LeBron James. In addition, it formed a partner-
ship with Foot Locker to create a new chain of stores, House
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of Hoops by Foot Locker, which offers only basketball prod-
ucts by Nike brands such as Converse and Jordan.

Recently, Nike’s lead in the running category has
grown to 80 percent market share thanks to iis gxclusive
partnership with Apple. Nike-+ (Plus) technology includes
a sensor that runners put into their running shoes and a
receiver, which fits into an iPod, fTouch, or iPhone. When
the athlete goes for a run or hits the gym, the receiver
captures his or her mileage, calories burned, and pace
and stores it untit the information is downloaded. Nike+ is
now considered the world's largest running club.

In 2008 and 2009, Nike+ hosted the Human Race
10K, the largest and only global virtual race in the world.
The event, designed to celebrate running, drew 780,000
participants in 2008 and surpassed that number in 2009.
To participate, runners register online, gear up with
Nike+ technology, and hit the road on race day, running
any 10K route they choose at any time during the day.
Once the data is downloaded from the Nike+ receiver,
each runner's official time is posted and can be COom-
pared to the times of runners from around the world.

Like many companies, Nike is trying to make its com-
pany and products more eco-friendly. However, unfike
many companies, Nike does not promote its efforts. One
brand consultant explained, “Nike has always been about
winning. How is sustainability relevant 1o its brand?" Nike
executives agree that promoting an eco-friendly message

would distract from its slick high-tech image, s0 gfforts
like recycling old shoes into new shoes are kept quiet.

Today, Nike dominates the athletic footwear market
with a 31 percent market share globally and a 50 per-
cent market share in the United States. Swooshes
abound on everything from wristwatches to skateboards
t0 swimming caps. The firm’s long-term strategy focuses
on basketball, running, football, women's fitness, men’s
sraining, and sports culture. As a result of its successful
gxpansion across geographic markets and proeduct cat-
egories, Nike is the top athletic apparel and footwear
manufacturer in the world, with corporate fiscal 2009
revenues exceeding $19 billion.

Questions

1. What are the pros, cons, and risks associated with
Nike's core marketing strategy?

2, If you were Adidas, how would you compete with Nike?

Designer Swoashes In," ULS. News & World Report, January 26,
2004, 9. 12; “Comorate Media Executive of the Year,” Delansy Repor, January 12,2004, p. 1; Barbara
Lippert, “Game Changers: Inside the Three Greatest Ad Campaigns of the Past Three Dacades,” Adieek,
November 17, 2008; “10 Top Nontraditional Campaigns,” Advertising Age, Degember 22, 2003, D, 24
Chris Zook and James Aler, “Growth Qutside the Cora;” Harvard Business Raview; December 2003,
p. 66; Jeremy Mutlman, “NIKE; Wizt Siowdown? Swoosh Rides Games 1 New High,” Advertising Age.
Qctobar 20, 2008, p. 34; Allison Kzplan, *Look Just Like Tiger funtil you swing)," America’s Intefligence
Wire, August 9, 2009; Reena Jana and Burt Helm, *Nike Goes Green, Very Quietly,” Businessieek,
June 22, 2009.

Sources: Jusin Ewers and Tim Smart, A
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>>Google

in 1998, two Stanford

University PhD students, Larry Page and Sergey
Brin, founded a search engine company and named it
Google. The name plays on the number googo/—1 followed
by 100 zeroes—and refers to the massive quantity of data
available online that the company helps users find. Google's
corporate mission Is “To organize the world's information
and make it universally accessible and useful.” From the
beginning, Google has strived to be one of the "gocd guys”
in the corporate world, supporting a touchy-feely work

environment, strong ethics, and a famous founding credo:
“Don't be evil.”
The company has become the market leader for.
search engines through its business focus and constant.
innovation. As Google grew into a primary destination for
Web users searching for information online, it attracted a
nost of online advertisers. These advertisers drove Google's
revenue by buying “search ads,” little text-based boxes
shown alongside search results that advertisers pay for:
only when users click on them. Google’s search ad pro-;
gram, called AdwWords, sells space on its search pages t
ads linked with specific _
keyword ads, with prime keywords and page focation
going to the highest bidder. Google recently added
- program called AdSense, which allows any Web site 0,
display targeted Google ads refated to the content of it
site. Web site publishers earn money every time visito
click on these ads.
In addition to offering prime online “real estate” for &
vertisers, Google adds value by providing tools to befter i
get their ads and better understand the effectiveness of th
marketing. Google Analytics, free t0 Google’s advertise
provides a custom report, or dashboard, detaling h
Internet users found the site, what ads they saw and
clicked on, how they behaved while there, and how il
traffic was generated. Google client Discount Tire was 2ble
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= Cisco Systems is the

worldwide leading supplier of networking equipment
for the Intemet. The company sells hardware (routers and
switches), software, and services that make most of the
Internet work. Cisco was founded in 1884 by a husband
and wife team who worked in the computer operations
department at Stanford University. They named the com-
pany cisco--with a lowercase ¢, short for San Francisco,
and developed a logo that resembled the Golden Gate
Bridige, which they fraquently traveled.

Cisco went public in 1990 and the two founders left
the company shortly thereaiter, due to conflicting inter-
ests with the new president and CEQ. Over the next
decade, the company grew exponentially, led by new-
product launches such as patented routers, switches,
platforms, and modems—which significantly contributed
to the backbone of the Internst. Cisce opened its first
ternational offices in London and France in 1991 and
as opened a number of new international offices sincs
en. During the 1990s, Cisco acquired and success-
ly integrated 49 companies into its core business. As
iresult, the company's market capitalization grew
ster than for any company in history—from $1 billion
300 billion between 1991 and 1998, In March 2000,
Co became the most valuable company in the world,
market capitalization peaking at $582 billion or $82
share.

By the end of the 20th century, although the company
 extremely successful, brand awareness was low—
was known to many for its stock price rather than
,at it actually did. Cisco developed partnerships with
Matsushita, and US West to co-brand its moclems
18 Cisco logo in hopes of building its name recogni-
nd bfé}nd value. In addition, the company taunched
tt_ele"'Sion Spots as part of a campaign entitled “Are

You Ready?” In the adg, children and adults from around
the world delivered facts about the power of the [nternet
and challenged viewers to ponder, “Are You Ready?”

Surviving the Internst bust, the company recrganized
in 2001 into 11 new technology groups and a marketing
organization, which planned io communicate the com-
pany's preduct fine and compeiitive advantages better than
it had in the past. In 2003, Cisco iniroduced a new market-
ing message, “This Is the Power of the Network. Now.” The
international campaign targeted corporate executives and
highlighted Cisco’s critical role in a complicated, technolog-
ical system by using a soft-sell appreach. Television
commercials explained how Cisco's systems change
pecple’s lives around the world and an eight-page print ad
spread didn't mention Cisco’s name until the third page.
Marilyn Marsereau, Cisco’s vice president of corporate
marketing, explained, "Clever advertising involves the
reader in something that’s thought-provoking and provoca-
tive and doasn't slam the brand name into you from the
first page.”

The year 2003 brought new opportunities as Cisco
entered the consumer segment with the acquisition of
Linksys, a home and small-office network gear maker. By
2004, Cisco offered several home entertainment solu-
tions, including wireless capabilities for music, printing,
video, and more. Since previous marketing strategies had
targeted corporate and IT decision makers, the company
launched a rebranding campaign in 2008, to increase
awareness among consumers and help increase the
overall value of Cisco’s brand. “The Human Network”
campaign tried to "humanize” the technoicgy giant by
repositicning it as more than just a supplier of switches
and routers and communicating its critical role in connect-
ing people through technology. The initial results were
positive. Cisco's revenues increased 41 percent from
20086 to 2008, led by sales increases in both home and
business use. By the end of 2008, Cisco’s revenue
topped $39.5 billion and BusinessWeek ranked it the 18th
biggest global brand.

With its entrance into the consumer market, Cisco
has had to develop unigue ways to connect with con-
sumers., One recent development is Cisco Connected
Sports, a platform that turns sports stadiums into digitally
connected interactive venues. The company already has
transformed the Dallas Cowboys, New York Yankees,
Kansas City Royals, Toronto Blue Jays, and Miami
Delphing stadiums inte “the ultimate fan experience” and
plans o add more teams to its portfolio. Fans can virtually
meet the players through Telepresence, a videoconfer-
encing system. Digital displays throughout the stadium
allow fans to pull up scores from other games, order feod,
and view local traffic, In addition, HD flat-screen televisions
throughout the stadium ensure that fans never miss a
play—even in the restroom.

CHAPTER 2 87
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Today, Cisco continues to acquire companies— Questions
including 40 between 2004 and 2009-—hat help i 4 Howis building a brand in a business-o-business con-

expand into newer markets such as consumer electron-
ics, business collaboration  software, and computer
servers. These acquisitions align with Cisco’s goal of
increasing overall Internet traffic, which ultimately drives
demand for its networking hardware producis. However,
by entering into these new markets, Gisco has gained
new competitors such as Microsoft, 1BM, and Hewlett-
Packard. To compete against therm, it reaches out to both
consumers and businesses in its advertising efforts,
including tapping into social media such as Facebcok,

Twitter, and blogs.

text different frorn doing se in the consumer market?

ls Cisco's plan to reach out to consumers a viable
one? Why or why not?

sco Spends Milions on Becoming Household Name." CNET,
Qclober 5, 2006; Michells Kesster, “Tech Giants Build Bridge o Consurmers.” USA Today, March 13,
2006; Marla Matzer, “Cisco Faces the Masses.” Los Angeles Times, August 20, 1998, Cavid R. Baker,
eNgw Ad Campaign for Cisco.” San francisco Chioiticle, February 18, 2003; Bobby White, "Expanding
into Consumer Blectronics, Cisco Aims 10 Jazz tp ts Sledgy image,” Wal Street Jourmal, September 6,
2006, p. BY; Burt Helm, *Best Glokial Brands” BusinessWaek, September 18, 2008; Ashiee Vance,
"Cisco Buys Norwegian Fimm for $3 Biflion.” Mew York Times, October 1, 2008; Jennifar Leggio,

10 Fortune 500 Companies Doing Social Media Right.” ZDNat, Septemiber 28, 2009,

Sources: Marguerite Reardan, “Gi
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>>|Intel

Intel makes the microproces-
sors found in 80 percent of the world’s personal
computers. Today, it is one of the most valuable brands
in the world, with revenues exceeding $37 bilion. In the
early days, however, Intel microprocesscrs were known
simply by their engineering numbers, such as “80386" or
“80486." Since numbers can't be trademarked, competi-
tors came out with their own «486" chips and Intel had no

way {o distinguish itself. Nor coutd consumers see intel's
products, buried deep inside their PCs. Thus, Intel had a
hard time convincing consumers to pay more for its high-
performance products.

As a result, Intel created the quintessential ingredient-
pranding marketing campaign and made history. i
chose a name for its latest microprocessor introduction
that could be trademarked, Pentium, and launched the
“Intel Ingide” campaign to build brand awareness of its

\fwhole family of microprocessors. This campaign helped

move the ltel brand name outside the PC and into the
minds of consumers. in order to execute the new brand
strategy, it was essential that the computer manufactur-
ers who used intel processors support the program.
Intel gave them significant rebates when they included
the Intel logo in their PC ads or when they placed
the “Intel Inside” sticker on the outside of their PCs
and laptops.
The company created several effeciive and identifi- -
able marketing campaigns in the late 1990s to become a
recognizable and well-fiked ingredient brand name. Th
“Bunny People” series featured Intel technicians dressed
in brightly colored contamination suits as they danced to
disco music inside a processor facility. Intel also used the,
samous Blue Man Group in its commercials for Pentium Il
and Pentium IV,
In 2003, Intel launched Centrino, a platform that
included a new microprocessor, an extended battery, and
wireless capabilities. The company ilion=
dollar media effort around the new platiorm called
s nwired,” which urged the wired world to “Unwire..
Untangle. Unburden. Uncompromise. Unstress.” “Unwire
helped the company generate $2 billion in revenue during
the first nine months of the campaign.
As the PC industry slowed in the mid-2000s, Int
sought opportunities in new growth areas such as no
entertainment and mobile devices. it launched two n
platforms: Viiv {rhymes with “five”) aimed at home ents
tainment enthusiasts, and Centrino Duo mobile.”
addition, the company created a $2 billion global mark
ing campaign to help reposition Intel from a bra
microprocessor company to a “warm and fuzzy co
pany” that offered solutions for consumers as well.
part of the campaign, Intel's new slogan “Leap Ahez
replaced the familiar “ntel Inside” campaign that b

become synonymous with the Intel brand, and a new (0
was created.
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>>Microsoft

Microsoft is the
world’s most successful sofiware com-
pany. The company was founded by Bill Gates and Paul
Allen in 1975 with the original mission of having *a com-
puter on every desk and in every home, running Microsoft
software.” Since then, Microsoft has grown to become the
third most valuable brand in the world through strategic
marketing and aggressive growth tactics.

Microsoft's first significant success occurred in the
early 1980s with the creation of the DOS operating sys-
tem for 1BM computers. The company used this initial
success with 1BM 1o sell software to other manufacturers,
quickly making Microsoft a major player in the industry.
Initial advertising efforis focused on communicating the
.company’s range of products from DOS to the launch of
‘Excel and Windows—all under a unified “Microsoft” look.
Microsoft went public in 1986 and grew tremendously
ver the next decade as the Windows operating system
nd Microsoft Office took off. In 1990, Microsoft launched
ompletely revamped version of its operating system
named it Windows 3.0. Windows 3.0 offered an im-
oved set of Windows icons and applications like File
nager and Program Manager that are still used today. It
an instant success; Microsoft sold more than 10 mil-
copies of the software within two years—a phenome-
\in those days, In addition, Windows 3.0 became the
] _‘Peraﬂng system 1o be preinstalled on certain PCs,
rkmgﬁ 8 major milestone in the industry and for
soft,
hroughout the 1990s, Microsoft's communication
S convinced businesses that its software was not
=he best choice for business but also that it needed
Ungraded frequently. Microsoft spent millions of dol-
magazine advertising and received endorsements
e top' computer magazines in the industry, making
ft Windows and Office the must-have software of
: Microsoft successfully launched Windows 95 in

= L o=ow

1895 and Windows 98 in 1998, using the slogan, “Where
Do You Want to Go Today?” The slogan didn’t push indi-
vidual products but rather the company itself, which could
help empower companies and consumers alixe.

During ihe late 1990s, Microsoft entersed the notori-
ous “browser wars” as companies struggled to find their
place during ihe Internet boom. In 1995, Netscape
launched its Navigator browser over the Internet.
Realizing what a good product Netscape had, Microsoit
launched the first version of its own browser, Internet
Explorer, later that same year. By 1997, Netscape held a
72 percent share and Explorer an 18 percent share. Five
years later, however, Netscape’s share had fallen to
4 percent.

During those five years, Microsoft took three major
steps to overtake the competition. First, it bundled
Internet Explorer with its Office product, which inciuded
Excel, Word, and PowerPoint. Automatically, consumers
who wanted MS Office became Explorer users as well.
Second, Microsofi partnered with AOL, which opened
the doors to 5 million new consumers almost overnight.
And, finally, Microsoft used its deep pockets to ensure
that Internet Explorer was available free, essentially “cut-
ting off Netscape's air supply.” These efiorts, however,
were not without controversy. Microsoit faced antitrust
charges in 1998 and numerous lawsuits based on its
marketing tactics, and some perceived that it was
moncpolizing the industry.,

Charges aside, the company’s stock took off, peak-
ing in 1999 at $60 per share. Microsoft released Windows
2000 in 2000 and Windows XP in 2001. It also launched
Xbox in 2001, marking the company's enfrance into the
multibiflion-dollar gaming industry.

Over the next several years, Microscft's stock price
dipped by over $40 a share as consumers waited ior the
next operating system and Apple made a significant
comeback with several new Mac computers, the iPod,
the iPhone, and iTunes. Microsoft launched the Vista op-
erating system in 2007 io great expectations; however, it
was plagued with bugs and problems.

As the recession warsened in 2008, the company
found itself in a bind. Its brand image was tarnished from
years of Apple's successful “Get a Mac” campaign, a series
of commercials that featured a smart, creative, 2asygoing
Mac character alongside a geeky, virus-prone, uptight PC
character. In addition, consumers and analysts continued
10 slam Vista for its poor performance.

In response, Microsoft created a campaign entitied
“Windows. Life Without Walls” to help turn its image
around. The company focused on how cost effective
computers with its software were, a message that res-
onated well in the recession. it launched a series of
commercials boasting “I'm a PC" that began with
a Microsoft employee (lcoking very similar to the PC
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character from the Apple ads) stating, “Hello, I'm a PC
and I've been made into a stereotype.” The commer-
cials, which highlighted a wide variety of individuals who
prided themselves on being PC owners, helped improve
employee morale and customer loyalty.

Microsoft opened a handful of retail stores —similar to
Apple stores—in 2009. “The purpose of opening these
stores is to create deeper engagement with consumers
and continue to learn firsthand about what they want and
how they buy,” Microsoft said in a statement.

Today, the company offers a wide range of software
and home entertainment products. In the ongoing
browser wars, Internet Explorer holds a 66 percent mar-
ket share compared to Firefox’s 22 percent and Safari’s
8 percent. In 2009, Microsoft launched a new search
engine called Bing, which challenges Google’s dominant
position in the marketplace and claims to give better
search results. Microsoft's most profitable products con-
tinue to be Microsoft Windows and Microsoft Office,

which bring in approximately 90 percent of the compan

y;
$60 billion in revenue.

Questions

1. Evaluate Microsoft's strategy in gocd and

oor eco
nomic times. :

2. Discuss the pros and cons of Microsoft's m:
recent “I'm a PC” campaign. Is Microsoft doing
good thing by acknowledging Apple’s campaign ji
its own marketing message? Why or why not? -

Sources: Burt Helm, “Best Global Brands,” Susiness\esk, September 18, 2008; Stuart Eilint,
“Microsoit Takes a User-Friendly Approach t Selling lis Image in a New Globat Campaign,” New -
York Times, November 11, 1994; “Todd Bishop, “The Rest of the Motto,” Seattls Post Intelgencer
Seplember 23, 2004; Devin Leonard, *Hey PG, Who Taught You to Fight Back?" New York Times, -
August 30, 2009; Suzanae Vranica and Robert A. Guih, *Microsoft Enlists Jerry Seinfeld in its ad
Batlle Against Apple,” Wall Strest Jourmal, August 21, 2008, p. A1; Stuart Elliott, "Echoing the
Campalgn of a Rival, Microsoft Aims to Redefine 'm a PC,™ New York Times, September 18, 2008
p. C4; Johin Furguson, “Frorm Cala Wars to Somputer Wars—Microsoft Misses Again,"
BN Branding, April 4, 2009,
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>>Walmart

o Walmart, the giant chain of dis-
count stores, is the second largest company in the
world, with over $400 billion in revenue and 2.1 million
associates (or employees). The phenomenal success
story began in 1962 when Sam Walton opened up his
first discount store in Rogers, Arkansas. He sold the
Same products as his competitors but kept prices lower
by reducing his profit margin. His customers quickly
Caught on and the company took off almost immedi-
ately. Walton’s EDLP (Every Day Low Price) strategy re-
mains the foundation of Walmari’s success today.
Through the company’s economies of scale, Walmart is
abie to offer customers top brand-name products for
the lowest price.

Walmart expanded throughout the United States in the -
1970s and 1980s by acquiring some of its competitors and -
opening new stores. The first Walmart Supercenter—a dis-
count store with food outlets, an optical center, photo lab
hair salon, among other amenities—opened in 1988. By
1990, Walmart had become the nation’s number one re-
tailer, with $32 billion in revenue and stores in 33 states.
The company's international expansion began with a store
outside Mexico City in 1991 and has grown to over 3,800
international locations, some under a different brand name.

Walmart thrives on three basic beliefs and values:
“Respect for the Individual,” “Service to Qur Customers,”
and “Striving for Excelfence.” Sam Walton's original 10-foot
rile—“1 promise that whenever | come within 10 feet of &
customer, 1 will look him in the eye, greet him, and ask if |
can help him."—still governs today, embodied by the
“gresters” at the front door. In addition, Walmart embraces
the communities in which it enters in order to develop
strong local relationships and build its brand image in the
area. The company donates significant amounts of money
to local charities through its “Good Works” program, hires
local individuals, and purchases food from local farmers.

Walmart's marketing strategy has evolved over the years,
Early marketing efforts were based on word of mouth, posi-
tive PR, and aggressive store expansion. In 1992, Waimart in-
troduced its well-known tagline, “Always Low Prices.
Always,” which effectively communicated the company's
core brand promise and resonated with millions. In 1996,
Walmart launched its price rollback campaign featuring the
familiar yeflow smiley face as the star of the campaign. The
smiley face happily slashed prices in Walmart's television
commercials and appeared on store signage as well as
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employees' aprons and buttons. The campaign helped
Walmart's stock soar 1173 percent in the 1990s.

Walmart hit a few bumps in the road as it entared the
21st century, and critics protested its entry into small
communities. In one study at lowa State University, re-
searchers found that within 10 years of a new Walmart
store opening, up to one-half of the small stores in that
sown can disappear. Walmart also faced multiple lawsuits
from employees who complained about poor work condi-
tions, exposure to health hazards, and pay below mini-
mum wage, which left employees with families below the
poverty line. In some cases, smployees said Waimart
tailed to pay for overtime and prevented them from taking
rest or lunch breaks. Another lawsuit claimed the com-
pany discriminated against women in awarding pay and
promotions. These problems led to a very high turnover
rate in the 2000s. According to one Walmart survey,
70 percent of employess left the company within the first
year of employment due 1o lack of recagnition and inade-
quate pay.

From 2000 to 2005, Walmart’s stock price fell
o7 percent and remained low from 2005 to 2007. Negative
hacklash, combined with Target's reemergence on the
retail scene, contributed fo the decline. Targst revamped its
stores, merchandise, and marketing strategy to appealtoa
more aspirational discount buyer and stole some of
Walmart's top-ier customers, Target stores were nicely lit,
offering wider aisles and better-displayed merchandise.
Target's television commercials featured attractive models
and trendy clothes from high-end designers such ag Isaac
izrahi and Liz Lange. One analyst stated, “Target tends to
)ave more upscale customers who don't fee! the effects of
asoline prices and other economic factors as much as
Walmart's core customers might.” From 2003 to 2007,
get outperformed Walmart in same-store sales growth
1.7 percent and profit growth by 5.7 percent. During this
e, Walmart also lost the exclusive rights to use the smi-
face in its marketing campaign.

For all these—and other—reasons, Walmart de-
d it was time for a new direction and launched a
s of new initiatives to help improve sales and its im-
irst, it introduced a highly successful $4 generic
ampaign, a program eveniually copied by Target.
art also launched several environmentally friendly
ves such as constructing new buitdings from recy-
Naterials, cutting transportation costs and energy
, and encouraging customers to buy more green
S.

007, Walmart introduced a new marketing cam-
nd tagline, “Save Money. Live Better.” Television
als highlighted the company’s positive irmpact on
| energy costs, increased 401(K) (retirement) sav-
employee health care coverage, and increased

family savings. One commercial stated, “In today's econ-
omy, nobody’s more committed to helping family budgets
go further than Walmart. Walmart saves the average family
about $3,100 a year, no matier where they shop.”

Walmart also used the new campaign and aggres-
sive price cuts to atiract new consumers affected by the
racession. It slashed prices on popular toys and electron-
ics during the holidays and implemented a massive store
remodeling effort called Project impact. As a result,
stores became cleaner, aisles less clutiered, and mer-
chandise easier to reach—all to help improve the overali
shopping experience and steal customers from Target.

Walmart's tactics worked: Same-store sales rose and
its stock price improved during the recession. Analysis
explained that Walmart's product mix—45 percent
consumables (food, beauty, health items)—is a better
strategy in a poor economy than Target's product mix—
20 percent consumables and 40 percent home and apparsl
products. One analyst said, “Walmart sells what you need
to have as opposed to what you want to have.”

Stephen Quinn, Walmart's CMO, stated, “We are for-
tunate that this recession came along. it played to our po-
sitioning really well. But our own insecurity is that all the
credit would go to the external environment and none of
the work we all did. The kinds of things we were working
on anyway when this environment came along are the
same things we need to do to keep these so-called new
customers and | think continued to build loyalty with our
existing base.”

Today, Walmart has stores in 16 international markets
and serves more than 200 milion customers & week
through its variety of discount stores. These include
Walmart Supercenters, Discount Stores, Neighborhood
Markets, and Sam’s Club warghouses.

Questions

1. Evaluate Walmart's new marketing campaign and
tagline. Did the company make the right decision to
drop “Always Low Prices. Always.” as a tagline? Why
or why not?

o Walmart does very well when the economy tums
sour. How can it protect itself when the economy is
on the rise? Explain.
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