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Introduction

We are in the middle of a recession. One might well ask: why write a book on the revitalisation of mature brands at a time when the focus in most companies is on adapting to the recessionary environment rather than implementing grand, long-term strategies?

There are a couple of reasons for this.

In my recent book on recession strategies, Survive, Exploit, Disrupt: action guidelines for marketing in a recession (John Wiley & Sons, 2009), I pointed out that times of significant change make it easier for corporations to disrupt the way they are doing business. In many organisations, a recession disrupts conventional marketing practice as the company responds to revenue and margin pressures by cutting costs, simplifying processes, and discontinuing marginal product lines or high-cost innovation programs.

These adaptations and changes are typically erratic, as they are reactive rather than proactive. This is not a criticism. It is near impossible to predict how the market and competitive environment will change during a recession, so companies have to continually adjust their strategies, structures and processes in response to often unexpected and dramatic changes in the operating environment.

However, a revitalisation program can provide a positive focus that shapes the actions taken in response to pressure. For example, when cutbacks are required and processes and structures need to be streamlined, the company can use this opportunity to eliminate outdated practices that constitute barriers to a revitalisation effort. As I will demonstrate in this book, many companies spend significant budgets on activities that prevent, rather than support, the revitalisation of their mature brands. Eliminating these is a highly desirable first step towards achieving growth with stagnant major brands.

There is a second, more personal reason for addressing this topic. The maturity of leading major brands is one of the great mysteries of the marketing world. Of course, we can point to the life-cycle concept showing that brands do eventually mature and decline, but we have to keep in mind that this concept is descriptive in nature, that is, it simply reflects what typically happens, rather than providing any compelling reasons as to why maturity and decline have to happen in the first place.

Similarly, the now widespread concept of tracking the market position of brands based on extensive databases is largely just describing what is happening. The analysis may well be able to identify how a brand’s strengths, relevance or relationships with consumers are changing over time, but these are just indicators that the brand is progressing towards maturity, rather than providing an insight into the drivers of these changes or any conclusive proof that maturity is inevitable.

It almost appears as if our acceptance of the life cycle is clouding our judgement and compelling us to accept maturity as inevitable, rather than encouraging us to address the question of how we can avoid maturity through effective revitalisation strategies.

Having always been attracted to exploring how to break conventions, this is an attempt at addressing the mystery of maturity. In many major corporations — especially those competing in developed markets — brand maturity has become part of everyday life.1 So much so, in fact, that it is often just accepted as a reality that can’t be changed.

Fortunately, today we have a much better understanding of maturity, its underlying reasons and how to revitalise mature brands.

Marketing has a proud history of ‘borrowing’ from other professions and disciplines. Not surprisingly, much of what we have learned about the revitalisation of mature brands over the last few years has come from such diverse sources as industry economics, the neurosciences, corporate strategy and psychology.

However, this knowledge is fragmented. Despite my intense interest in this topic I was not able to find a single, focused publication that brings together the different streams of learning into actionable guidelines for the key decision makers, the custodians of the brand.

This book attempts to bridge that gap.

In this book, I cover the key developments, insights and learnings that are essential to the development and implementation of a successful brand revitalisation strategy. To keep the resulting publication to a manageable size that doesn’t put off busy executives (the very target group I have in mind), I naturally have had to be selective and sometimes a little superficial. However, I hope that this publication will help brand custodians to develop and implement considered and effective brand revitalisation strategies.

The book has been structured into three parts.

Part I: making the commitment

Commitment grows out of necessity, or at least a firmly held belief that a particular strategy is in fact the most effective way of generating the desired returns.

In chapter 1, I discuss how revitalisation is not always the best option and it is important that the key alternative — applying a cash-cow strategy to the mature brand — is considered before embarking on a revitalisation program. To this end I explore the respective benefits of milking versus revitalisation.

Clearly, a highly effective strategy that is not implemented as intended won’t deliver the expected benefits. Implementation accounts for the difference between idea and innovation, between budgets on a spreadsheet and money in the bank, between dream and reality. Yet, as David Maister suggests in his book Strategy and the Fat Smoker, we all know what we need to do, but don’t do it.2

Given that in most organisations it is implementation where failure occurs, I start with this issue rather than presenting it as an afterthought. After all, a willingness to implement the strategy is the most important commitment that needs to be made.

In chapter 2, I encourage you to abolish work practices that contribute to — and perhaps even cause — the maturity of your brand. There is little point in allocating resources to the implementation of a revitalisation strategy while continuing with work practices that accelerate maturity.

Chapter 3 advocates the adoption of new work practices that deliver flexibility and ingenuity, and tools that provide meaningful and reliable input into key decisions.

Finally, I highlight the need for executives to adopt a different thinking mode — one that fits the environment we manage in today. This operating environment is faster, more complex and less predictable than ever before. We need to review the way we think and thus reach decisions. Most likely we will find that our approach to thinking is very much in tune with the past, that is, an operating environment that was ultimately more predictable. This observation has significant ramifications.

Part II: revitalisation strategies

In the second part of the book I turn my attention to the development of a revitalisation strategy. A number of strategic options are presented. It is important to note that these are not recipes for success, nor have I put together something like ‘The 10 Immutable Laws of Revitalisation’. The truth is that there are no recipes when it comes to management. Change is the order of the day and what worked yesterday doesn’t necessarily offer us a way forward today.

The strategic options I present are not mutually exclusive. In fact, they cover a wide range of core approaches. Again, believing that there is no single best approach, I feel it is important to present the reader with a variety of options. I hope that some of the concepts, tools and ideas presented will take you on a new path, allowing you to see your mature brand challenge from a different perspective, leading to fresh solutions.

Part III: selecting the strategy that’s right for you

The third and final part of this book deals with strategy selection. More specifically, when a number of strategic options have been identified, how can the most effective one be identified for implementation? Undoubtedly, there will be a host of internal factors that will force the elimination of some options — budget restraints, technical feasibility and risk adversity, to name just a few. However, it is important that the remaining options are also considered in light of the ever-changing operating environment.

First, you need to ensure that your brand revitalisation strategy is aligned with your industry’s evolutionary path. Importantly, if you already experience a lack of alignment (which could in fact have contributed to the maturity of your brand), your challenge is to select a strategic revitalisation option that allows you to close this gap.

Second, you need to be in tune with tomorrow’s consumer, rather than follow industry conventions that look at consumers through the rear-vision mirror. We all know that consumers are changing, but the change is accelerating and, given that your revitalisation strategy needs to be effective in the future, you need to understand the key drivers of change and factor these in when evaluating your strategic options.

I close by stressing the need for the strategy to have sufficient impact to break through the barrier of indifference mature brands typically face in the marketplace.

If I manage to offer you just one or two ideas, concepts, tools or fresh approaches that change the way you manage your mature brands, I will have succeeded. If you read this book with interest but don’t make use of what I am presenting, then I have failed.

1 I am specifically focusing on major brands that have moved into the maturity or even decline stages of their life cycle.

2 D Maister, Strategy and the Fat Smoker: doing what’s obvious but not easy, Spangle Press, 2008.





Part I

Making the commitment

AG Lafley, Procter & Gamble’s CEO, famously said: ‘Products have life cycles; brands don’t’.

Of course, brands do follow a natural life cycle. However, unlike a product, a brand can be revitalised. A poorly managed brand will reach maturity and decline, but a well-managed brand won’t, unless the company cannot muster the ingenuity, resources or commitment needed to revitalise it. Lafley’s statement can be looked at as a challenge to the marketing community from the CEO of the world’s most successful diversified FMCG (fast-moving consumer goods) company, rather than a statement of fact.

At the same time, Lafley would have been the first to demand that the revitalisation of mature products should not be automatic, but should be considered against the alternative strategy of milking the mature brand. Both strategies are often feasible and it cannot be assumed that revitalisation is always the better option. Clearly, the ultimate decision between ‘revitalise’ or ‘milk’ will be made in the context of the brand portfolio and alternative investment opportunities open to the corporation. However, this higher level corporate decision can only be made on the basis of an exploration of these alternative brand strategies.

For this reason we will start our revitalisation journey with the all-important question: revitalise or milk?

Regardless of which strategic path it is to be, commitment to the adopted strategy is imperative. A mix between revitalisation and milking is not likely to succeed. It will not deliver the financial returns a milking strategy should generate, and it will be too watered down to be effective in revitalising the brand.

While commitment to a revitalisation strategy is essential, however, it is not sufficient to succeed. Too many companies commit to a revitalisation strategy, but then fail to implement it as intended. Instead, as the implementation process unfolds, the strategy is adapted again and again by various parties who need to contribute to the effort. This is not a case of executives or staff deliberately undermining the strategy. Rather, it tends to be the result of applying outdated criteria, processes and procedures that invariably weaken the strategy until it is hardly distinguishable from the company’s typical run-of-the-mill approach.

Work on the concept of ingenuity suggests that hiring ingenious employees does not necessarily lead to an ingenious organisation. In fact, these employees may be totally ineffective if they are straight-jacketed by traditional processes and procedures that don’t accommodate change and that kill innovation. The same applies to the revitalisation of mature brands: a highly effective strategy won’t help if you are not prepared to also ensure that it will be implemented as intended.

The most surprising aspect is that despite the many adaptations made during the implementation phase, executives may still expect the strategy to deliver the hoped-for results. Naturally, it will fail to deliver these.

While outdated work practices are invariably at the root of the implementation problem, it is often worse than that; many corporations employ work practices that accelerate, if not cause, the brand’s maturity in the first place. In the surreal world of these corporations we find resources allocated to a revitalisation strategy while conventional work practices continue to accelerate the brand’s maturity. Needless to say, this is utterly counterproductive.

Abolishing outdated work practices is arguably one of the most difficult challenges faced by organisations. While executives typically agree that the operating environment has changed dramatically, they seem to fail to make a connection between their work practices and these external changes.

Marketing is, in particular, guilty of resisting a change in work practices. Consider the massive changes in manufacturing that have taken place over the last 20 years — not just manufacturing technology, but the integration of the total supply chain, changes in the organisational structure, the multitude of new processes that are often self-organising in nature, the skill mix of those working in this functional area. We don’t see changes in marketing anywhere near those we can observe in manufacturing.

Sometimes it appears that marketing has been caught in some sort of time warp. We all know that some 80 per cent of new products fail and that the vast majority of these have been researched prior to launch. Yet we continue to use the same outdated research methodologies. Can we really expect different results? As Albert Einstein said, ‘insanity is doing the same thing again and expecting different results’.

Why do marketers adhere to lengthy planning cycles while agreeing that the rate of change is accelerating and even the short-term future is becoming less predictable? Why are they using conventional research methods that have failed over the last 30 years to deliver the deeper insights required to develop effective strategies? Why are analytical methods such as brand pyramids and brand wheels still being used when it is widely acknowledged that we need to create and manage an integrated experience? Why is the effectiveness of marketing communications measured on the basis of recall when we know today that exposure to an ad can change brand perceptions without the consumer being able to recall the ad? Why is the use of digital media opportunities often limited to simply transferring traditional exposure methods into the digital space rather than generating true engagement with the consumer?

This is not a book about work practices. But we need to at least highlight some of the work practices that represent barriers when it comes to successfully implementing a revitalisation strategy.

But there is light at the end of the tunnel. Let’s return to Procter & Gamble (P&G). As AG Lafley reports, under his leadership P&G has adopted new market research practices, and changed external and internal relationships, structures, processes and the company’s strategic focus. P&G’s focus shifted from attempting to generate growth from new brands and acquisitions to the revitalisation of the big, mature brands in P&G’s stable. And Lafley succeeded beyond all expectations.1 So can you. But, as I said earlier, an effective revitalisation strategy is essential to but not sufficient for success. There must be commitment to making it happen. With this in mind, I hope you will find the following section of interest.

1 AG Lafley & R Charan, The Game-Changer: how you can drive revenue and profit growth with innovation, Crown/Random House, 2008.





Chapter 1

Before we start, is it really worth the effort?

By definition, major mature brands lack growth but they nevertheless may still enjoy strong market positions. While margins and growth opportunities are typically less than exciting, it is possible that a significant return can be extracted over time by managing the brand’s decline effectively.

A milking strategy that focuses on margins rather than volume, by investing just enough to extend the profitable life of the brand, is often a viable alternative to a revitalisation strategy. However, while both alternative strategies — milking and revitalisation — should be considered, once a choice has been made it is vital to stick to the chosen strategy and adjust short-term as well as long-term expectations to ensure these are aligned with the strategic choice.

Occupier brands

By definition, major mature brands occupy quite strong positions in their established markets. In fact, we could call these brands occupier brands, because their strength is typically not based on differentiation and brand loyalty but on the territory they have occupied in the past and the well-established habitual buying patterns of consumers.

This position is typical for the leading brands in many categories and markets. Major banks, retailers, petrol companies, FMCG brands and many others derive much of their strength from a past where differentiation and astute marketing have allowed them to occupy significant market territory.

For brands like these, the question ‘Why bother with a risky revitalisation strategy when we can milk the strong market position of our mature brands?’ is not an idle one.

A commoditised market, that is, a market where brands lack differentiation, typically benefits the major players. When there is no meaningful differentiation from the market’s perspective, consumers tend to buy major, well-known brands rather than brands with a low profile. They also tend to stick with their purchasing habits, rather than spend energy and time going through a decision-making process. After all, there is little apparent gain in evaluating their purchases when they see little difference between the options on offer.


Why bother with a risky revitalisation strategy when we can milk the strong market position of our mature brands?



The only problem is that while major, mature brands tend to enjoy a significant market share in a commoditised market, unfortunately commoditisation destroys value. Margins get thinner as the market increasingly buys on the basis of price and convenience, reducing revenue and increasing costs. Fortunately for many mature brands, there have been significant developments in many areas — from manufacturing to communications, from service to logistics — that have allowed companies to reduce their costs. Think internet banking, the relocation of call centres and manufacturing to low-cost countries, advances in manufacturing technologies, efficiency gains in transport (in particular air and sea) and warehousing, productivity gains due to software and the associated improved information and transaction flows.

Importantly, these benefits tend to be far more significant for large-scale organisations than for their smaller competitors, thus typically benefiting the ‘major mature brand’ organisation.

This is, of course, the trap: major mature organisations tend to be quite profitable and they appear to make significant progress in terms of efficiency and associated profit gains. In fact, they have most likely refined their internal processes, systems and procedures to be highly efficient, so they can extract the maximum competitive cost advantage from their large scale of operation. On the downside, they have limited their flexibility by aligning the operation totally with their existing strategy, thus building barriers to any significant change in strategy.

In favour of a milking strategy

Returning our focus from the broader organisational perspective to the brand itself, we need to explore the concept of ‘occupied territory’ further.

I have already mentioned that major mature brands tend to maintain their market share rather well, despite their lack of growth. But, while we can use market share as an indicator of the size of the brand’s territory, we are primarily interested in the factors underlying market share, that is, the reasons for the brand’s ability to hold on to its strong market position despite its maturity.


. . . we are primarily interested in . . . the reasons for the brand’s ability to hold on to its strong market position despite its maturity.



Some of the factors that may allow a major mature brand to maintain a strong market position are:


	Familiarity — the mature brand typically enjoys a high degree of familiarity, which is important in commoditised markets. After all, familiarity is the basis of forming habits. An extreme case of familiarity is a situation where the brand name starts to be synonymous with the category. For example, many consumers ask for ‘Kleenex’ when they want a facial tissue or for ‘Coke’ when they want a cola drink.

	Share of relationships — in many industry sectors major mature brands have built a wide range of customer relationships that constitute barriers to exit. One of the most widely used strategies is the implementation of a loyalty scheme, including the ubiquitous loyalty card. These schemes work particularly well when purchase or usage determine a particular membership status. For example, would a member of a frequent flyer program risk their Gold or Platinum status by flying more often with another airline?

But even an increase in relationships based on multiple product use, such as a customer using multiple banking products, reduces the likelihood of change, as a change becomes a more significant and potentially messier step to take.



	Power over distribution channels or proprietary distribution channels — A brand that has a strong position in a distribution channel can limit competitors and, quite often, build barriers to make it impossible for competitors to enter these channels in the first place. Major brands such as Coca-Cola, Cadbury, Kraft, Kellogg’s and Nestlé have such strong positions on supermarket shelves that it is extremely difficult for new competitors to get shelf space.

In the case of proprietary distribution channels, these channels can become a major factor in keeping customers and obtaining new customers, due to the importance of convenience and visibility in commoditised markets. It is also likely that the company has established outlets in some of the best locations, thus pre-empting moves by would-be competitors.1



	Share of partnerships — a brand can extend its sphere of influence and keep competitors out of its territory by building partnerships with complementary organisations (for example, banks with retailers). Potential partners tend to prefer getting into bed with a major brand, even if it is mature, because of the immediate benefits such a brand brings with respect to customer base, market coverage and brand familiarity.

An emerging or challenger brand may well have a promising future, but relying on future developments is risky and the benefits are longer term. For example, it is no surprise that petrol companies have entered into partnerships with major retailers, regardless of how mature they may be. It is obvious that a similar partnership with a smaller retail chain would not be as attractive from the petrol company’s point of view.

As there are invariably only a small number of desirable major partners, signing one of them up makes it more difficult for others to achieve competitive parity. In other words, major mature brands — as the preferred option — can typically sign up with the most powerful partners, further solidifying the position they hold in their territory.



	Ingrained habits — by ‘training’ customers to do things in a particular way, the brand can build barriers to change. For example, supermarket customers like to go to the same supermarket every time, not because they think it’s a ‘better’ supermarket, but because it is easier for them to find the products they are looking for, once they are familiar with the layout. In a recent consulting assignment, I recommended the development of symbolic icons to a supermarket chain that would help customers to navigate and find items faster. Such a proprietary symbolic language has the potential to keep customers loyal even when moving to another area or while away on holidays.

Similarly, customers who are not adept at the use of computers resist a change to another bank once they have mastered the internet banking facility of their current bank.

The same principle often applies to product brands: once consumers have mastered their Apple computer they prefer to stay with Apple; once they are conversant with their Nokia mobile phone, they are more likely to buy this brand again if the features and functionality are familiar.

Flavour sensations tend to be even stronger than just ingrained habits. There is no doubt that consumers get used to particular flavours, which is what makes it so important to recruit young people and build them into lifelong customers. It’s no wonder that Pepsi and Coke both aim at the younger segments, rather than at reinforcing the drinking behaviour of older age groups. And Cadbury has a proud history of getting young consumers used to the particular chocolate flavour it offers across the leading products in its range.



	Suppliers — the development of a network of superior suppliers can allow a competitor to gain significant efficiencies and advantages when it comes to quality and reliability. These supplier networks are of critical importance in many industries.

At the same time we note that a strong supplier can in fact drive commoditisation by focusing the market’s attention on the ‘ingredient’ provided, as is the case with Intel. This brand has become such a trust mark that even a lesser known computer brand may be considered simply because it offers ‘Intel inside’.






. . . a proprietary symbolic language has the potential to keep customers loyal even when moving to another area or while away . . .



These are just some examples of how major mature brands have occupied territory that allows them to defend their strong market position even after they have lost differentiation. It is important for a mature brand to survey the territory owned, as there may well be strategic opportunities that have not yet been exploited.

So, why bother with revitalisation when things are working for the major mature brand? There appear to be many good reasons for the major mature brand to continue finetuning and improving its existing operation, without worrying too much about disruption and change. After all, the mature brand appears to be in a commanding position.

In favour of a revitalisation strategy

There are two key reasons the mature brand needs to consider revitalisation strategies. The first reason is that a disruptive innovation by a competitor, possibly even a non-traditional one, could eventually destroy the very basis of the mature brand’s success.

Consider the case of Encyclopaedia Britannica which was beaten by online encyclopedias, or the dent Dyson made in the upper end of the vacuum cleaner market through revolutionary new technology — a market that had previously been dominated by Electrolux.

One day a challenger brand may emerge, based on a disruptive product or business model innovation, and the major mature brand that has refined its performance, aligned its processes, built huge legacy systems, and tailored its infrastructure to what has suddenly become an outdated business model will suffer.

So, to come back to the core of our argument, when price and convenience become significant factors in a purchase decision-making process, it is typically the dominant brand that has the advantage. This is due to cost efficiencies that come with scale and experience, a solidified position (the best locations, extensive shelf space, and so on) and significant resources, including free cash flow.

When we look at the equation from the consumer’s point of view, we can see that the cost of change — that is, changing to a competing brand — is often a deterrent. This cost is not necessarily financial in nature. It includes the need to work out where things are in a different supermarket, or the time required to fill out forms and go through an identity check when changing from one financial institution to another. Given the perceived lack of differentiation, why would a customer willingly accept this cost just to get the ‘same’ again?

The well-established mature operator also has the advantage of being able to use what could be disruptive innovations as sustaining innovations. For example, online banking and grocery shopping are by nature disruptive, disintermediating innovations. However, when these potentially disruptive innovations are integrated into existing operations, they become sustaining. This means they support the current operation and thus eliminate the potential competitive threat a dedicated operator might have presented by establishing a specialised position. Put in simpler terms, when ‘your’ supermarket offers online shopping or ‘your’ bank offers internet banking, why change to some online specialist newcomer?2

Clearly, mature operators typically have the financial strength and/or share market valuation to allow them to acquire start-ups that enter the market with potentially disruptive innovations. These can either be integrated into the current operation as sustaining innovations (see above), or be run as separate organisations. This allows the mature operator to quickly move up the experience curve with respect to the disruptive innovation, while building barriers to entry for newcomers who want to ride into the market on the back of such an innovation.

It is worth noting that Amazon was arguably only successful because the major mature book retailers were slow to implement their own online strategies. Barnes and Noble, in particular, could have offered a bricks and mortar network combined with an online facility, which would have been far superior to Amazon’s offer. But presumably due to its reluctance to compete with its traditional distribution channel, Barnes and Noble did not respond quickly; when it did respond, it was initially in a half-hearted way. This allowed Amazon to fully develop a disruptive innovation — buying books online — that provided a real alternative to industry convention. The same innovation would have been sustaining for Barnes and Noble had it capitalised on it.

In fact, a ‘brick and click’ network exploiting the synergies between on- and offline would have been far superior to the offer by a specialised online operator. You could use the stores as a point to return books you did not want after all. The stores could also have started to pursue corporate business more aggressively, becoming advisory centres and working with staff development consultants and human resource specialists online as well as offline, staging seminars, workshops and so on.

Traditional bookshops could have morphed into learning and entertainment centres. Instead, all the major chains did was add some coffee shops while essentially sticking with their old strategy (which was undoubtedly highly refined and efficient) while a specialist online competitor started to gain market share.

So, as we can see, in a commoditised market there are many factors that typically favour the major, mature brand. But sticking with the mature brand strategy means accepting the risk of a competitor launching a disruptive innovation that renders the ‘old’ business model ineffective. At the same time we note that the development and implementation of a revitalisation strategy also creates risk. If revitalisation were an easy task we would not have any mature brands.

I said earlier that there are two reasons a revitalisation strategy may be the best answer when dealing with a mature brand. The first reason, covered above, is the threat of a disruption by a competitor.

The second reason is that it will get increasingly difficult for the mature brand to satisfy its shareholders without investing in a revitalisation strategy. This is because the expected future growth is already factored into the share price. To improve the share price further thus requires outperforming the market’s expectations. This is rarely possible by continuing to deliver efficiency gains. Significant efficiency gains have typically already been extracted and, while continuous improvements are important, they will not lead to a major step-wise improvement that will significantly affect the share price. New breakthrough innovations are typically non-proprietary and, due to the price sensitivity of commoditised markets, efficiency gains will largely be passed on to the consumer through price competition.


. . . it will get increasingly difficult for the mature brand to satisfy its shareholders without investing in a revitalisation strategy.



Revitalise or milk?

In summary, we have two options: milk the mature brand or embark on a revitalisation strategy. What is critical is that we need to make a strategic decision in favour of one or the other. A ‘mixed’ strategy that leads to a limited investment into revitalisation while not fully exploiting the milking opportunities is likely to fail.

So, what is it to be: revitalisation or milking?

The title of this book may suggest that I recommend the revitalisation of mature brands at all cost. Nothing could be further from the truth. Sometimes the best decision is to manage maturity effectively rather than to revitalise. By treating mature brands like cash cows we may in fact get a very sound return on investment (ROI) from these brands in the medium term, perhaps even long term, while slowing their decline.

A cash cow strategy is often misunderstood as an approach that extracts the maximum possible cash flow from a brand while killing it off. That is a ‘dog’ or ‘exit’ strategy, not a cash cow strategy.

The cash cow strategy demands an investment into the brand — more specifically, an investment that is sufficient to extend the profitable lifetime of the brand. The cash cow strategy is typically a medium- to long-term strategy and has little to do with the short-term exit strategy that should be applied when dealing with a dog brand.

Often, both revitalisation and milking are viable options. While it may seem more desirable to revitalise a mature brand, it is sometimes a much better strategy to milk it. I have already stressed that ‘milking’ does not mean sucking it dry. A milking strategy is based on the principle that you invest as much as necessary to keep the cash cow alive. However, invest no more than you expect you will be able to extract as returns from your investment over the cash cow’s expected lifetime.

Typically it is appropriate to increase or at least maintain the price even in light of a falling price level in the category, as margin is more important than volume. This means focusing on buyer segments that are prepared to pay a somewhat higher price because they are either loyal to the brand or simply don’t care about paying a bit more. It follows that price promotions are used less often and promotions that emphasise the value of the brand need to be dominant. This may allow you to extract a significant free cash flow from this brand over its remaining lifetime and, in many instances, this will be measured in years rather than just months.

Revitalisation is only a better option when there is reason to believe that you can create a stronger market position for the brand, allowing you to achieve not only an ROI that beats the corporate hurdle rate over the brand’s extended lifetime, but that is also higher than the ROI expected from a milking strategy.

Clearly, the choice between a revitalisation strategy and a milking strategy will also have to factor in alternative investment opportunities (hence, you need to consider the corporate investment hurdle, which would have been set in light of the portfolio of investments open to the company).

A problem arises, however, when an executive pursues a dog or cash cow strategy but expects the revitalisation of the brand to occur.

I will explore the many ways executives may damage their brands in a later section. Let’s just briefly refer here to price promotions, value packs, discount vouchers, specialling and other strategies that destroy the position of the brand and educate the consumer to become more and more price-focused. These and similar initiatives are akin to an exit or dog strategy, and one cannot expect them to result in the improved returns of a milking strategy.

Similarly, one cannot expect the revenue growth a revitalisation strategy offers from a milking strategy. Recently a major food company asked me to confirm that they had done everything that could be done to achieve growth with a particular FMCG brand. My investigation showed that the client was clearly — and very effectively — pursuing a cash cow strategy. After an initial period of heavy price promotions and value packs the client had switched to a cash cow strategy, discontinued the value packs and maintained a high price.


. . . one cannot expect the revenue growth a revitalisation strategy offers from a milking strategy.



In line with the typical cash cow strategy, there was a lack of innovation or fresh thinking. The target market, the value proposition, the communications strategy and just about any other element of the marketing mix was pretty much the same as it had been over the last decade. Clearly, there was a cash cow strategy rather than a revitalisation strategy in place, yet the client believed that the actions taken should somehow revitalise the brand.

This situation is not uncommon and may well have to do with executives getting so close to the day-to-day marketing task that they can’t see the bigger picture. There is obviously a danger when expectations and actions are not aligned.

The monopoly brand

I have referred to the major mature brand as an ‘occupier brand’, as its strength comes primarily from the territory it has occupied over the years. There is, in fact, a special type of occupier brand that we need to consider because it differs in important aspects from the major mature brand we typically find in commoditised markets. This is the monopoly brand.

The monopoly brand is still significant in many markets. This brand is typically mature and lacks growth, but dominates specific markets. However, unlike occupier brands, monopoly brands have not had to fight for the territory they occupy, but were given that territory through legislation. Typical examples can be found in utility, transport and telephony markets that have not yet been deregulated or that are currently going through a period of deregulation.

Deregulation obviously affects the position of these brands. Like the occupier brand, they defend their territory. However, unlike the occupier brand, it is deregulation that allows other brands to enter what used to be an exclusive domain.

I believe there are significant similarities in market position between the occupier brand and the monopoly brand that is affected by the process of deregulation: both have a strong market position due to the territory they occupied in the past.

But there are also significant differences when it comes to strategy development. The monopoly brand that is transitioning due to deregulation can either go for fortification or plan an organised retreat from territory that is being thrown open to competition through legislation. Meanwhile, the occupier brand may not be able to foresee which part of the occupied territory will be most at risk.

Most importantly, the occupier brand typically faces at least one if not several competing occupier brands, while the monopoly brand has a unique position in its marketplace. It will undoubtedly face new competitors, but they cannot match the experience base, infrastructure and solidified position the monopoly brand enjoys in its traditional market(s). For this very reason, deregulation often imposes restrictions on the monopoly brand, limiting it in the use of its competitive strengths.

The custodians of monopoly brands who find themselves in a deregulated environment may find the guidelines in this book valuable.

Key points


	In many categories mature brands are still dominating the market despite their lack of positive differentiation. This dominance is partly due to consumers’ habits and partly due to the territory these brands have managed to occupy:

	Habits are a powerful determinant of consumer behaviour in an undifferentiated, commoditised market.

	The occupied territory includes share of awareness, relationships and partnerships, as well as dominant roles with respect to distribution channels and suppliers.




	Given the strength of the major mature brand in the marketplace one might well ask, ‘Why bother with a revitalisation strategy?’:

	First, when the brand is not living up to its full potential, a revitalisation strategy may be able to generate revenue and profit growth.

	Second, a mature brand is a sitting duck — sooner or later a competitive brand will launch a disruptive product or business innovation and change the rules of the game in the industry sector. A revitalisation strategy pre-empts such a move by competitors or reduces, or even neutralises, the damaging impact of a competitor’s disruptive strategy.




	However, it is important to consider the relative merits of a cash cow strategy before embarking on a program of revitalisation:

	‘Milking’ the brand means optimising the profit contribution this brand makes over time by investing sufficient resources to prolong the profitable life of the brand.

	Such a strategy requires discipline; the marketer needs to be strong rather than succumb to price promotions and other initiatives that destroy the value of the brand.




	Both alternatives, milking and revitalisation, should be considered. However, once a decision has been made in favour of one or the other, the marketer needs to stick to the chosen strategy and adjust short-term as well as long-term expectations to ensure these are aligned with the strategic choice.



1 Proprietary distribution channels can fortify a company’s position, but because of the associated high fixed costs they may become a weak spot when a competitor successfully employs a disintermediation strategy (that is, implements a business model that does not require physical outlets).

2 Things are not quite as straightforward from the business model point of view, as the newcomer is likely to focus on a part of the value chain where significant cost advantages can be extracted — even while having scale disadvantages (for example, a specialised online banking competitor with a small customer base versus a major retail bank). We will deal with these disintermediation strategies in a later section.
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