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As the millennium draws to its close, macro-economic conditions are becoming ever
more complex. Consumer expectations are rising, the variety of goods on offer is
increasing and competitive pressures are growing. Many traditional industries are losing
their share of consumer expenditure as their markets become saturated. In the future,
FMCG companies will find it even harder to differentiate themselves in the market and
win the loyalty of consumers. The need for new forms of differentiation is increasing. 

Foreword
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The ECR Europe initiative initially focused on improving cost efficiency. Innovative approaches to supply chain
management were tested and implemented successfully. 

The next step was to move from supply-side to demand-side issues. Category Management integrates three
additional ECR elements: efficient promotion, efficient store assortment and efficient product introduction.
However, Category Management is still heavily concentrated on issues of efficiency and selling and does not
really focus on the “C” of ECR, the consumer.

As a result, ECR Europe launched a project entitled‚ ‘How to create Consumer
Enthusiasm’ as the next stage in its successful initiative. In the study, the
consumer has always been considered also as a shopper, integrating the view
of both retailers and manufacturers.

In the face of diminishing returns from efficiency-oriented activities, new ways of
achieving long-term profitable growth have to be found. The basic idea is that
consumer satisfaction will no longer be enough to attain this goal.
In order for the FMCG industry to compete successfully against other
industries, consumers have to be enthusiastic about shopping in the
FMCG environment. This concept builds on ideas of corporate
cultures which regard employee enthusiasm as an essential
prerequisite for starting and constantly fuelling the growth cycle. 

Exhibit 1
Consumer Enthusiasm is the next logical step in the ECR Europe initiative



1 Why is it important to create
Consumer Enthusiasm?

5

The FMCG Industry is losing Share of Wallet

Intensity of competition and changing consumer behaviour are having a lasting effect on
the consumer goods industry. Consumer expenditure in some traditional FMCG industries
is on the decline as the share of household budgets spent on food falls drastically.

There are various reasons for this development. The stagnation of real income in many
European countries has led to a noticeable decline in purchasing power and many
consumers have begun to adopt a more thrifty and price-conscious attitude. At the same
time the burden of growing social contributions is having a counter-productive effect on
the spending habits of households. The dramatic increase in expenditure on services
such as health care, nursing, rents, public transport or telecommunications has led to a
significant reduction in disposable income. 

These factors very graphically demonstrate the impact of politics and society on the
climate of consumption. In the stagnating FMCG industry the search for competitive
advantage is no longer enough and there is increasing pressure on the industry to create
favourable macro-economic conditions by concerted action. The creation of an
environment aimed at encouraging consumption, by means of tax reforms, reduction of
non-wage labour costs, creation of new jobs, privatisation, or deregulation, is necessary
at the macro-economic level to increase the consumer’s willingness to spend. 

ECR Europe   How to create Consumer Enthusiasm
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France 1 Germany 2 Italy

1980 1995

-0.2% pts.
p.a. 

17.4% 
14.2% 

1991 1996

12.7% 11.0%

1985 1995

21.6%
16.3%

Spain UK US 3

1985 1995

21.5%
16.5%  

1985 1996

13.4%
10.1%

1980 1996

13.8%
9.1%

1) 1985 figures not available 2) Figures before 1991 for West Germans only 3) Including beverages

-0.3% pts.
p.a. 

-0.5% pts.
p.a. 

-0.5% pts.
p.a. 

-0.3% pts.
p.a. 

-0.3% pts.
p.a. 

SHARE OF EXPENDITURE ON FOOD IN PRIVATE CONSUMPTION

Exhibit 2
In all countries, the share of private expenditure on food for home
consumption has dropped substantially

Total private Food Housing Transport/ Health Catering Recreation Beauty
consumption Communication

US +3.0%

F/I +2.1%

I -0.7%

E +1.4%

I +1.9%

I +3.9%

US +2.1% F +2.3%

US +2.7%

F +0.7%

F +3.6% E +3.7%

US +5.9% E +6.0%

US +4.6%
E +4.4%

High degree of administered prices Lifestyle-driven

Exhibit 3
Lifestyle-driven and administered sectors have been clearly above average

% CHANGE OF PRIVATE CONSUMPTION IN EUROPE AND US (1985-1995)
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A favourable environment alone, however, is not sufficient to raise the share of expenditure on consumer goods.
Although traditional FMCG industries are losing share of wallet and share of stomach, other industries are enjoying
growth. Above all, it is the lifestyle-driven industries such as beauty, catering and recreation which are experiencing
above-average growth. On the one hand this is testimony to Maslow’s Pyramid of Needs, according to which the
satisfaction of fundamental human needs gives rise to further non-material needs and thus “self-esteem” and “self-
fulfilment” become increasingly important to the consumer. 

On the other hand this is confirmation that the trend towards individualisation, the steep rise in available leisure time
and the growing influence of the media on everyday lives, are all effecting a permanent change in consumers’ lives.
The increase in leisure and sport activities and a greater concern for matters of personal health are an expression of
this development, as are the desires for more information, more entertainment and greater stimulation.

Sports and entertainment are among the most dynamic sectors. Sales of licensed sporting goods in the USA almost
doubled in the period 1990-1996, achieving $8.8bn in 1996. One of the most successful sport associations was the
NBA, with record attendance of 20.3m people in 1997 (vs. 10.5m in 1985) and revenues from licensed sport
products of $2.7bn in 1996 - almost three times more than in 1990. Due to the increasing consumer interest in
sports events, worldwide expenditure on corporate sponsorship of sports teams and occasions rose to $17.1bn in
1997, compared to $9.5bn in 1990.

Alternative forms of consumption are winning share of mind and share of wallet, while at the same time borders
between individual lifestyle markets are becoming less distinct. Consumers are behaving multi-dimensionally, tending
towards “cross-overs” between leisure time, entertainment, fashion and information.
This trend is intensified by cross-marketing activities and alliances. Nike’s collaboration with the NBA, for example,
generated product innovation and, consequently, growth options. Even non-classic enterprises, like soccer clubs,
have been able to capture an increasing share of wallet by expanding their business mix and achieving cross-
industry positioning for their brand. 

The traditional marketing mix is no longer sufficient to generate growth
The macro-economic conditions, the change in consumer spending habits and the dynamic growth of lifestyle-
driven enterprises are all having a damaging effect on the growth prospects of traditional FMCG companies. It is
no longer the case that the application of classic marketing tools is sufficient to achieve a competitive edge.

In view of the flood of stimuli and the consequently lower sensitivity to such stimuli, an increase in advertising
intensity will no longer guarantee the attention and sympathy of the consumer. The preoccupation with price
wars results in a downward spiral which aggravates cost pressure as well as increasing competitive intensity.
Simultaneously, the consumer is being taught greater price sensitivity and is even encouraged to change
allegiances regularly. 

1996 1997
1

1999 E

53.3

85.2
90.5

Conference & catering

Television

Sponsorship

Gate receipts

Merchandising & other

3.5
5.7

18.7

5.7

14.1

11.6

27.4
26.6

Exhibit 4
New players - like soccer clubs - are gaining share of wallet by 
building and capitalising on their brand equity

1
Rebuilt stadium fully operational

26.4 31.9

18.8

6.7

15.0

10.4

6.7

EXAMPLE: MANCHESTER UNITED - GBP MILLION
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The constant expansion of product assortments with new
introductions or the segmentation of generic brands, leads to a
soaring of flop rates to very high levels, since only few “genuine”
innovations really achieve a breakthrough. The acceleration of innovation cycles also
leads to a further overheating of the market. Whilst global expansion offers growth
potential, it also has high risks, and hence usually requires a superior competitive
position. Focusing on classic marketing tools is thus no longer sufficient to generate growth and,
instead, there needs to be a holistic orientation towards the consumer. In future, consumers will have to be
made enthusiastic if sustained industry growth is to be achieved.

The raising of customer commitment is decisive for new growth options

Satisfied customers are essential to the existence of an enterprise. Its main task, therefore, is to understand and
fulfil the individual wishes and expectations of its customers and, indeed, the positive effect of an increase in
customer commitment has been shown in studies performed in Sweden and the USA. With a focus on the
USA, a study was performed correlating changes in the American Consumer Satisfaction Index (ACSI) with
company performance. It was calculated that a one-unit change in ACSI is associated with a $654m increase in
market capitalisation above and beyond book value.

A similar study in Sweden - based on a sample of 77 Swedish companies - found that an annual increase of one
percentage point in the consumer satisfaction index would lead to cumulative discounted returns of $7.48m in a
five-year period, which represents a cumulative increase of 11.5% compared to the current ROI. This calculation is
based on company income of $64m, in line with the average size of the Swedish sample. If applied to the
average size of an American company, the cumulative discounted increase in returns would be $94m or 11.4% of
current ROI, assuming an average profitability equal to that of the firms featured in Business Week 1000.

Internal company studies also show that a company has to spend five to ten times more money in gaining a
new customer compared to the costs of retaining an old one. Other studies reveal that dissatisfied customers
not only stop buying at the company in question, but they also discourage others from buying there. Thus, twice
as much negative, word-of-mouth propaganda is generated by disappointed customers as by satisfied ones.
These figures make it clear how important it is not only to enthuse new customers but also to gain the long-term
and emotional commitment of established customers. Raising customer commitment is one of the most
important challenges facing the consumer goods industry today.

Many companies have not yet attained customer commitment

At some companies, however, the current discussion about the necessity of customer orientation is given no
more than lip service. In the retail business, for example, operative mismanagement is often balanced out in the
short term by job cuts and in many cases possible losses in service quality are consciously accepted. On top
of this, many companies lack information about specific expectations and the evaluation of the service they
provide in the eyes of consumers. As a result, customer needs are not taken into account early enough and
often the subsequent reactions occur only after complaints have been filed. 

Other companies are unable to make strategic use of the flood of data about customers and consumers and
as a result short-sighted marketing strategies are developed which do not really accommodate consumer
needs. Often marketing decision-makers simply use a quantitative definition of customer commitment, such as
the frequency with which the customer visits the shop, media contacts or brand awareness. Furthermore,
most internal standards are not primarily aimed at the fulfilment of customer needs but rather at the elimination
of the company’s own internal deficiencies. They essentially reflect the company’s own idea of quality and very
rarely match the expectations of the consumer. It is not unusual for a company’s internal controls to provide a
deceptively positive impression whilst at the same time a decline in the quality of customer commitment 
goes unnoticed. 

This clearly demonstrates that it is exceptionally important to gain a differentiated picture of customer
satisfaction and to perform analyses based on comparable standards. This means that as well as developing
appropriate measuring tools, we must also define standards for the assessment of customer commitment and
measures for implementation. The more companies commit themselves to the measurement and improvement
of customer satisfaction, the more accurate and more precise guidelines can be formulated and implemented
in innovative consumer-driven marketing.



In an environment where competition for a share of the shopping budget is becoming
increasingly global and cross-sectional, consumer satisfaction alone will no longer
suffice. Companies who want to protect and strengthen their position in the coming
years must differentiate themselves and strive for higher levels of consumer
commitment. This is valid not only for individual companies, but also for the FMCG
industry as a whole. The challenge for all involved is to face up to the emergence of new
categories of goods and services. 

2 Steps from consumer satisfaction
to Consumer Enthusiasm

9
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The first level, consumer satisfaction, is where the attention and efforts of most companies and researchers
has been focused until now. Consumer satisfaction is achieved when the most important articulated
consumer expectations are met by the company. 

Consumer satisfaction has a strong carry-over effect: consumer satisfaction today also results from the level
achieved in the previous periods. According to the results of a study conducted by Anderson, Fornell &
Lehmann in 1994, for every percentage point change in consumer satisfaction at t-1, satisfaction at t
changes by 0.44%. To some degree, satisfaction is self-multiplying and it is therefore appropriate to measure
its cumulative effect over a long time period.

Some more advanced companies have already started to focus not simply on achieving consumer
satisfaction, but have also begun striving for consumer loyalty. On top of meeting all the conditions for
consumer satisfaction, a continuous long-term relationship between the consumer and the company’s offer is
established. Consumers develop a trust in the company’s offer.

It has been demonstrated that consumer satisfaction and consumer loyalty are positively correlated, although
their correlation is lower in industries with higher competitive pressure. In this case, since consumers do not
have a strong relationship to the company’s offer, the propensity to switch to competitors is high even among
satisfied consumers. Consumer loyalty corresponds to a superior level of consumer commitment: loyal
consumers reward the company with a high level of sales over time (high customer “life-value”), lower costs
for each transaction, reduced failure costs, higher resistance to competitive pressures and a lower price
sensitivity. Moreover, consumer loyalty increases the motivation of employees and allows the company to gain
and retain more qualified people. Finally, loyal clients generate a positive, stable cash-flow basis in the long
term, thus attracting investors on the capital markets. These effects are positively interrelated and activate a
value-generating loyalty circle.

The company surprises the consumers by anticipating or
creating - also unarticulated - needs and desires.

Consumers have a strong emotional link with the
company’s offer, which becomes a part of their lives.

A continuous long-term relationship between the
consumer and the company’s offer is established.

Consumers trust the company’s offer.

The company understands and 
satisfies the most important 
consumer expectations
(= articulated needs)

Consumer Enthusiasm

Consumer Loyalty

Consumer Satisfaction

As a first step, it is necessary to define the possible degrees of consumer commitment. 
Three levels can be identified.

Exhibit 5
Three levels of consumer commitment
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The final level of consumer commitment is Consumer Enthusiasm. At this stage, the company not only
meets all the requirements of the previous two levels, but it also surprises its consumers by anticipating or
creating needs and desires. Consumers develop a strong emotional link with the company’s offer, which
ideally becomes an important part of their lives. In many cases, consumers become “apostles”,
enthusiastically promoting the company’s offer.

Consumer Enthusiasm is a new frontier allowing the companies to strongly differentiate their offer from their
competitors’, leveraging on the powerful emotional stock of the proprietary brands and on breakthrough
innovation. Creating added value for the consumers, emotionalising the offers, building personal relationships,
arousing curiosity and surprising customers will be some of the ways of achieving a superior bond with
consumers.

Measuring the degree of consumer commitment

While consumer loyalty is relatively easy to measure - consumer retention or defection are easily quantifiable
behaviour patterns - consumer satisfaction and enthusiasm are more difficult to measure for at least two
reasons. Firstly, they are both based mainly on what consumers say and could therefore be affected by
distortions between claimed and actual behaviour. Secondly, particularly at the level of Consumer
Enthusiasm, the measurement of “soft facts” like the consumer’s emotional involvement and attitude toward
the company’s offer becomes more important.

Two alternative approaches for measuring the level of consumer commitment can be identified: 

• Definition of a standardised multi-factor index suitable for combining quantitative and qualitative indicators.
Such an index could measure the level of consumer commitment in different companies, industries 
and countries

• Definition of a tailor-made, multi-factor index, determined by considering the strategic priorities of the
company, the requirements derived from the environments in which it operates and the specific consumer
needs in the product category



ECR Europe   How to create Consumer Enthusiasm

12

In the first case, the index should allow:

• cross-sectional comparison

• multi-period tracking

• international comparison

• detail down to product / shop-type groups and to brand level

• socio-demographic and psycho-demographic description of consumers

• possibility of describing key indicators of shopping behaviour and consumption intensity

• possibility of correlation with the financial performance of the company

There are only two major industrialised countries currently measuring consumer satisfaction with a
standardised index: the USA (American Consumer Satisfaction Index - ACSI) and Germany (Deutsche
Kundenbarometer - DKB). Although these indexes have the advantage of allowing cross-sectional and multi-
period comparisons, they are by no means perfect:

• They give only marginal information on the consumer’s emotional link with the company’s offer (attitude,
promotion and involvement), making the measurement of Consumer Enthusiasm impossible. Indeed the
DKB only provides information about the “promotion” of the company’s offer;

• A major problem for the DKB is that it does not measure FMCG manufacturers, only the FMCG 
retailing industry;

• Both indexes use telephone interviews. However, while the ACSI has a brief, structured questionnaire, the
German questionnaire is very long and semi-structured;

• They do not permit a psycho-demographic description of the sample, since only socio-demographic data
are collected. 

It is often argued that measuring a “soft factor” such as the “emotional link” of consumers in addition to
factors such as satisfaction and loyalty is a very difficult, if not impossible, task. However there are solutions.
Advertising agencies and brand marketeers, for example, tackle the problem of measuring emotional entities
such as brands by building multi-variable indexes based on quantitative and qualitative factors. 

We truly believe that it should be the quest of the European industry as a whole to take the initiative in trying
to achieve a deeper consumer understanding. One way to attain this would be to create a multi-period,
cross-sectional and European-wide Consumer Enthusiasm Index. Such an index would make it possible to
evaluate the performance of European companies not only in terms of their quantitative results, but also by
the quality of their performance. In this way companies could increase their understanding of consumers and
thus improve their ability to orient strategies towards Consumer Enthusiasm.

This appears to be the essential first step in preparation for the global competition that companies will
unquestionably face in the years to come. Whereas the USA, New Zealand and Taiwan have already started
to prepare themselves, in Europe only Germany and, in the past, Sweden have made attempts in this
direction. Even in these countries considerable gaps remain to be closed.

The second approach to measuring consumer commitment consists of building a tailor-made Consumer
Enthusiasm Index. The index can be identified by
considering: the strategic priorities of the
company; the characteristics, behaviour and
needs of its target consumers and; the specific
competitive field in which it operates.

The index should combine different factors
measuring the level of consumer commitment. 

Some examples are given in exhibit 6. 
(see overleaf)
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The selected factors should be weighted in accordance with their strategic priority for the company. For
example, if the company already has a base of very satisfied and loyal consumers but suffers from a low level
of penetration, its efforts should initially focus on extending the customer base rather than trying to achieve
Consumer Enthusiasm among the current users.

Having been weighted, the factors can be measured through the attribution of scores (i.e. on a 5-point scale).
The description of the score levels should take into account the specific situation within the category. 
For example, loyalty in the baby care category tends to be higher than in the fabric care category. The
attribution of score levels for the customer retention factor in the two cases should therefore be different.

This second, tailor-made approach presents more advantages in a micro-economic perspective when the
company wishes to measure the level of consumer commitment towards its offer relative to that of 
its competitors.

In contrast, the cross-sectional index allows measurement of Consumer Enthusiasm in a macro-economic
perspective. It enables the comparison of the performance of the company with that of possible horizontal
competitors (i.e. substitute products from different categories), the performance of the industry as a whole
compared to other sectors of the economy, or even the overall performance of one industry across different
countries. Hence the two approaches provide both useful and complementary information. 

Whereas the tailor-made Consumer Enthusiasm Index has to be defined at a company level, the cross
sectional index should be the result of a concerted industrial initiative. One could argue that the ECR Europe
Board, which has shown itself to be at the forefront of promoting advanced managerial issues and tools, is
ideally placed to take the lead in developing a superior way of measuring the qualitative performance of
European industries.

Exhibit 6
Selected indicators measuring the strength of consumer commitment

Claimed Observed Performance measures 

Enthusiasm

Loyalty

Satisfaction

+

+

• Involvement
  – Claimed importance
  – % recommendation
• Attitude
  – Claimed preference
  – Brand (store) image
     relevance/fulfilment
     index

• Innovation
   – % sales from new
      products

• Consumer 
   satisfaction index
• Expectation/
   satisfaction index

• Net gain & loss
   (numeric/weighted)

• Consumer retention rate
• Share of consumption/
   wallet
• Consumer “lifetime
   value”
• Consumer half life

Market data
• Market share
• Consumer
   penetration

Brand (store) data
• Awareness
• Top of mind

Company data
• Net sales/profit
• Like for like growth
• Market capitalisation
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3.1 Overview
Underlying the main interconnections and hypotheses described in this publication is an
analysis of some best-in-class companies.

As part of this analysis a variety of companies, both inside and outside the FMCG
industry, were screened. In order to guarantee objectivity and independence, the survey
excluded ECR Europe companies, despite their often outstanding performance.

3 How best-in-class companies
have created Consumer
Enthusiasm and achieved
superior business results

ECR Europe   How to create Consumer Enthusiasm
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In order to cover the most relevant strategic possibilities, while at the same time not overloading the
publication with examples, a multi-phase filter for the selection of companies was developed.

Exhibit 8
Six examples of “best-in-class companies” are described in more detail

Exhibit 7
Coverage of as many industries and value-added levels as
possible in the selection of companies

FILTER FOR SELECTING



1st criterion Despite their excellent performance in some cases, no ECR-Europe companies
were to be included (to ensure objectivity)

2nd criterion The companies should not operate solely at a national level

3rd criterion The companies chosen should display good results in the areas of Consumer Enthusiasm and
operational performance, and be highly regarded by capital markets

4th criterion Companies should cover a wide spectrum of consumer needs
(no highly specialised niche companies)

5th criterion Companies should cover different levels of value creation
(applicability of results to all levels)

6th criterion Companies should pursue different strategies
(illustration of different strategic options)

7th criterion Companies should be of different sizes
(applicability of results not only to larger companies)

With the help of this filter, 6 companies were selected:

Nike and Adidas
Representative of Consumer Goods manufacturers who operate in the same segment but have different 
strategic approaches.

Seven-Eleven and H&M
Representative of retailers operating in the two largest Consumer Goods markets - food and apparel.

Dell and Yahoo!
Representative of vertically operating companies which are highly innovative, operating in growth industries
and which have been successful in changing the “rules of the game” in the industry.

ECR Europe   How to create Consumer Enthusiasm
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3.2 Nike 

Nike has driven the growth of the total market for sporting goods

The company was founded in 1968 and by financial year 96/97 had grown to achieve net sales of
$9.18 bn and earnings before interest and taxes (EBIT) of $1.35 bn. Between 1992 and 1996, average
sales growth exceeded 23% per year. Over 50% of its sales are generated in the US market.

For several years now, Nike has literally gobbled up sales as it expanded into apparel and
international markets. As a result, Nike has been driving the growth of the total market for sporting
goods. The addition of athletic equipment and sports entertainment put Nike on the path to total
dominance of global sports. In summary, Nike has moved from being a domestic footwear company
into a global footwear and apparel leader and is now evolving into a Dominant Global Sports Empire.
Today Nike has a global market share for sporting goods of about 7%. Nike’s dominant market share
in U.S. footwear (43.6% in 1996) and the company’s increased agility in exploiting developing
segments appears to offer a stable outlook.

Nike has created a strong relationship with its core target group - athletes. Today the company can
rightly claim to own a high “share of mind” of main opinion leaders in sports. In addition, Nike
Products have achieved - especially in the eyes of young target groups - ‘cult-status’. Consumer
studies confirm Nike to have the highest ranking with respect to brand awareness, attractiveness and
intention of buying, with the “Swoosh” being one of the most recognised brand logos in the world. 
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Nike is well on the way to becoming the global leader in the sports sector

Six elements have been key to Nike’s success:
1 Uncompromising expansion supported by the creation of a global infrastructure and an operating

business directed toward individual sales areas 
2 Continuous product innovation, e.g. by completely focusing on brand management and clearly defining

technical standards
3 Systematic market segmentation, particularly by slicing up and creating new market segments
4 Continuous development of potential customers by means of a step-by-step expansion of target-

customer groups
5 Superior communication with sports idols, using commercials as key factors
6 Increasing the attractiveness of their retail presentation

Exhibit 9
In the last few years, Nike has achieved average growth of more than 23%

• Above market-
average growth in
all dimensions of
expansion (“leverage 

   brand strength to 
   build brand 
   strength”)   
• Expanding global

infrastructure,
country-specific 

   operations
• Aggressive 
   competitive strategy: 
   “win at all costs”

• Absolute concen-  
   tration on brand 
   management and 
   R & D, close 
   cooperation with 
   top-athletes 
• High spending

on superior 
   technologies and 
   optimisation 
• Defining technical 
   standards (Air, F.I.T.)  
• Pushing new trends 
   (basketball, tennis, 
   golf, hockey, inline-
   skates, soccer USA)   
• Cross-Innovation 
   (NBA-Merchandis-

ing, Tiger Woods-
   Collection, soccer USA)

• Wide product 
   assortment 
   (footwear, apparel, 

hard goods, 
   equipment, 
   entertainment)
• Differentiation and 
   creating separate 
   umbrellas
• Seeking/creating 
   new sub-segments 

(Air Jordan, Force, 
   Flight, Air Gravitas)
• Slicing up 
   categories 
   (basketball, tennis, 

golf)

• Broadening the 
   focus from core 
   consumers (top 
   athletes) to the 
   whole pyramid 
   (leisure, women, 
   sports-fashion, ...)
• Understanding of 
   consumer needs at 
   grass-roots level
• Defining new 
   customer needs, 
   developing  
   women’s market

• Commercials with 
   idols as key 
   elements
• Emotional tie-ins 
   with consumers 
   through paradoxical 

and extreme 
   statements
• “Swoosh” as a 
   consistent global 
   logo
• Superior public 
   presence through 
   sponsorships (NBA, 
   Int. soccer teams,
   Olympic Games)

• Maximizing in-
   fluence on POS by 
   launching concept 
   shops and hiring 
   merchandisers
• 14 global Nike 
   Towns by the year 
   2000 (‘vertical 
   shopping’), 150 
   Nike-owned outlets

Exhibit 10
Due to the targeted implementation of its strategy, Nike is well on the
way to becoming the global leader in the sports sector

SALES/PROFIT NIKE ($ MILLION)
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Two levers applied by Nike for strategic implementation purposes deserve closer consideration:
1 Seeking and creating new segments
2 Outstanding advertising

Seeking and creating new segments

By broadening its consumer focus, Nike increases its sales potential in selected sub-segments and enters a
multitude of new segments each year. Nike’s gradual entry into the sports equipment and recreation market is
an important strategic step towards the company’s goal of becoming a diversified global sports empire. In
February 1995, Nike acquired Canstar Sports Inc., the world’s largest manufacturer of hockey equipment, in
an attempt to capitalise on the growing popularity of that sport . In 1996, Nike expanded into sports
accessories with the introduction of sports sunglasses and sports balls. In 1997 Nike introduced inline-skates
and entered the snowboard apparel market, with the possibility of introducing a boot later. Nike recently
introduced a line of mountain bike-related apparel which establishes the possibility of an entry into the hard
goods side of that market as well. Nike has also designed a baseball glove and a high-performance
aluminium bat, to be introduced next autumn.

Apart from expanding within existing segments and into new segments, the key to success has been Nike´s
ability to create and develop new segments. The strategic reshuffle of their assortment into sub-segments
can be most clearly seen in the case of Nike´s basketball shoes. At first, there was only “Air Jordan” with the
Nike air-cushion technology, colourful and strong on performance. The product was linked to the personality
of Michael Jordan perceived as standing for power, coolness and performance. This successful combination
of innovative products and emotional ties to sports heroes provided the foundation for subsequent sub-
brands such as “Force” with Charles Barkley and “Flight” with Scottie Pippin, two famous NBA stars. Finally,
the individual sub-brands for shoes were extended to whole product lines for basketball. This actually reflects
the view of the consumer who sees basketball as one segment and buys “non-material” value added too. On
the same principle, Nike was able to position itself in the tennis segment with André Agassi and in future will
induce even more movement in the golf market with its Tiger Woods apparel line. 

Exhibit 11
By “dividing up”, the Nike umbrella product lines were fine-tuned to consumers’ needs

Source: Broker reports, Press reports
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CREATE/DEVELOP NEW SUB-SEGMENTS: EXAMPLE BASKETBALL SHOES
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Outstanding advertising

“Our campaign with Michael Jordan was the most successful marketing event in the history of sport” claims
Chairman Phil Knight. Nike really did set a milestone when it made the US basketball star, Michael Jordan, its
ambassador and shocked the whole industry with its fast-moving advertising spot set to the Beatles song
“Revolution”. Nike was the brand which best understood how to use the right “image” personality and to
reflect the up-and-coming, younger generation’s lifestyle. This included the focus on performance, speed and
physique. To date Nike has invested some US$ 500m in classic advertising and the commercials have
become an established part of both youth and sport culture. They have established a benchmark for the
whole industry to follow.

In order to live up to the demands of superlative advertising Nike, in recent years, has pursued a consistent line
right up its aesthetic and ethical limits. “By discontinuing our entire product line, we will be in a position to
ensure that Nike remains the world leader in the field of incredibly cool television commercials well into the 21st
century”, postulates Phil Knight. Last year it was the provocative “good-versus-evil” commercial, in which a
team captained by the soccer star Eric Cantona saw off a team of devils. Nike’s recent milestone is the 17-
minute, US$ 200m spot scheduled for broadcast during half-time of the Super Bowl in January 1998. The
commercial, which is being touted as “the most killer commercial of all time” by Nike officials, advertises the
imaginary new Air Gravitas basketball shoe. The spot, set in deep outer space, features Warner Bros. cartoon
favourite Wile E. Coyote, supermodel Naomi Campbell and megastar Bruce Willis. The digital effects and
hyper-realistic alien space-battle sequences are said to represent major breakthroughs in special-effects magic.
Nike spokespersons are confident the new ad will be the finest the company has ever produced.

“Basically, we feel that there are a lot more important
things in this life than selling shoes. When a Nike
commercial ends, and that Nike Swoosh dramatically
appears on your TV Screen, it means a lot more than
‘Just buy it’. It Means ‘Live your dreams’. It means,
‘Make it happen, children of the Earth. Find the
Courage to go out and make the most out of life”
(Phil Knight, Co-Founder and Chairman of Nike, Inc.)



3.3 Seven-Eleven Japan

SEVEN-ELEVEN JAPAN is enjoying an overwhelmingly strong
position in the convenience store market

In Japan some 12% of foodstuffs is already sold over the counters of convenience stores.
Franchise chains and branch store operations, with more than 37,000 shops, dominate
82% of this market. The pioneer of this development was the Ito-Yokado Group which
began by acquiring the license for Seven-Eleven for Japan and finally, in 1991, acquired
69.9% of the outstanding shares in The Southland Corporation. Since the first stores
opened in Japan in 1974, Seven-Eleven has become, in proportion to sales and
investment, the most profitable unit in the Ito-Yokado empire with more than 6,800 stores
by the end of 1996.

Today Seven-Eleven Japan is defining the quality standards of convenience stores and
has achieved a market share of 21.3%. Net sales for 1996 were around YEN 263.1bn
(roundabout $2,421m) and pre-tax profits (EBIT) reached YEN 103.3bn (39.3% of net
sales). Seven-Eleven is set to maintain its dominant market position and to achieve
continuous margin growth whilst increasing daily turnover and reducing inventory levels.
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EBIT

Revenue
from

operations

46.6% 45.0% 43.3% 40.5% 39.3%
EBIT

Revenue
from

operations

1992 1993 1994 1995 1996

182.0
195.7

214.6
239.1

263.1

84.8 88.0 92.8 96.9 103.3

CAGR +9.7% 

Exhibit 12
Seven-Eleven Japan: Extremely high profit and continuous growth

SALES/PROFIT SEVEN-ELEVEN JAPAN (¥ BILLION)

Seven-Eleven’s daily sales are about Yen 200,000 per store higher than the industry average and much higher
than those of the other major convenience store chains. With respect to Seven-Eleven Japan’s high
percentage of operator-owned type stores (68%), skilful guidance of its franchises is a key to success. Seven-
Eleven owns the “share of mind” of Japan’s consumers as well as fulfiling a variety of their daily needs. 70% of
its customers visit Seven-Eleven at least twice per week. The company is considered to stand for friendly and
personalised service, freshness and quality. It is also part of the modern urban lifestyle. As a result, sales and
profits have increased dramatically in the 90´s, especially in comparison with other chain stores. The share of
regular customers amounts to about 90 % percent, even though they have to accept above-average prices. 

The concept of a consumer-driven company is at the heart of 
Seven-Eleven’s strategy

There are five cornerstones to Seven-Eleven’s strategy:

1 Continuous development of a superior store format and assortment policy

2 Systematic implementation of the concept of a consumer-driven company
(“pull” instead of “push”)

3 Close, long-term relationships with value-chain partners

4 Comprehensive implementation of just-in-time principles

5 Expansion of market leadership
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Exhibit 13
Innovation and improvement of its value chain and fulfilment of consumer expectations

Two elements of Seven-Eleven´s strategy are described in 
more detail:

1 The consumer driven company

2 Needs-based on assortment

The consumer-driven company

The overriding principle at Seven-Eleven Japan is the desire to
provide optimum customer service. This is governed by four

basic laws: (1) cleanliness; (2) variety of product line; (3) product quality; and - most important - (4) every shop
owner is expected to treat his customers as his guests, providing a friendly and polite reception and
conducting himself as a good neighbour. Consequently, every shop manager must be a good communicator
and that includes being a good listener. The customer should not simply be an anonymous shopper. Part of
the reason for shopping at Seven-Eleven is the ability to enjoy a
friendly “chat”. As a result, many sales assistants know their
customers by name and have built up personal relationships. 
For the shop owner this close customer contact can in itself
serve as an analysis of the customer’s needs without the
customer being aware of it. It is no surprise, therefore, that the
share of regular customers at Seven-Eleven Japan is between
85 and 90 percent and that customer loyalty is the key factor in the
company‘s success.



“Our system is organised to meet customer needs.
But you cannot read unsatisfied customers from POS data.
The raw information is not enough. So everyone - from
managers and employees to part-time sales clerks - feel
responsible for the merchandise in their department - in other
words, to get a sense of what their customers are looking for.
Information from these employees at the top help us, at the
bottom, to make merchandising decisions. Better decision-
making distinguishes us from our peers.”
(from an interview with Masatoshi Ito, Founder, Honorary Chairman and Director of Ito-Yokado) 
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Exhibit 14
Customers are at the top of Ito-Yokado’s organisation chart

ORGANISATIONAL PRINCIPLE
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Needs-based assortment

“The convenience store should serve as the customer’s relocated refrigerator” is Seven-Eleven Japan’s credo.
The basic idea is to make shopping as convenient, comprehensive and easy for the customer as possible.
Seven-Eleven’s tight business system means that it is extremely flexible and can adapt to changing customer
needs very swiftly.

Although stores are open around-the-clock most customers come during the midday hours of their working
day and after work in the evenings. In order to meet anticipated customer needs, the design and display of
the assortment at Seven-Eleven varies according to the time of day. “Store-by-store focus on customer
expectations” also implies close observation of individual customer needs in each respective shop. This, in
turn, means that each shop manager has more responsibility for his individual assortment. Consequently the
assortments are allowed, indeed expected, to vary slightly from one location to another. Every two hours the
store computer provides guidance in the form of latest sales figures for the individual SKU´s in the shop. In
every Seven-Eleven store there are up to six “solution centers” which are tailored specifically to the needs of
the respective location, which may include such things as pre-cooked meals which only have to be warmed
up in the microwave, baby care items for young families or pet care products. As a rule some 20% of the
assortment is fresh products, with a guarantee of freshness provided by a foodstuffs programme in which the
sell-by date for the majority of products does not extend more than one day. In many of the Seven-Eleven
stores, sandwiches, salads and bakery products are prepared fresh in the shop. Customers are able to serve
themselves with drinks. A further product range under the proprietary label, Deli Central, is also displayed on
open refrigerated shelving.

Every Seven-Eleven shop offers a series of practical services which are again specially designed to cover the
local needs of each individual site, e.g. automatic postal orders, faxes, copying services, tickets, telephone
cards or cash-points. Home delivery, ensuring that orders are delivered on the same day, is an important
service which is standard at Seven-Eleven.
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Exhibit 15
Although no “standard” layout can be applied, a typical Seven-Eleven
store in Japan ensures six areas of “needs-based assortment”

PRINCIPLE OF STORE LAYOUT
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Within a period of only 13 years Dell has risen from nothing to occupy
a place among the top five PC manufacturers in the world 

The company was founded by 19-year old Michael Dell in 1984. In 1997 (fiscal year ended
February 2) it achieved net sales of about $7.8bn and an EBIT of $754m. Within the last four
years, the company has almost quadrupled its sales and
achieved a fivefold increase in its EBIT. According to a
company spokesman, Dell has now achieved a return on
invested capital of more than 160%.

Dell sells its products in over 140 countries. Of these,
America (USA, Canada, Latin America) still accounts for
the largest share of sales (68%). In Europe (26%) and Asia
(6%), Dell is still in the process of capturing market share. It is
Asia in particular which Dell considers as a market with
enormous potential. The company’s product range comprises
desktop computers (78% of sales), notebook computers (18%
of sales) and network servers (4% of sales). Dell manages all
the stages of the value chain starting from design to direct
marketing of products and right through to the provision of a
comprehensive range of after-sales services. Today Dell already
is one of the top five PC manufacturers in the world. 

3.4 Dell
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27Commercial customers contribute about 90% to Dell’s turnover, among them are many of the worldwide top
ten in various industrial fields. Dell’s customers include, for example, seven of the eight largest automotive
manufacturers, seven of the nine largest airline companies and nine of the ten major worldwide
telecommunications providers. Among its clients Dell enjoys the reputation of being the service pioneer in the
PC industry. In 1996, the company was awarded more than 200 prizes from around the world for its
outstanding quality, reliability and performance. Moreover, Dell is also very price-competitive. High customer
loyalty is reflected in the high rate of rebuying. This is to be seen in the German market where Dell achieves a
retention rate of about 90%. 

With systematic customer orientation and targeted expansion Dell
intends to be among the top three in the industry by the year 2000

Five elements have been key to Dell’s successful business:

1 Direct customer relationships throughout the value chain

2 High quality through close partnerships with technology leaders

3 Service revolution

4 Customising (“build-to-order” system)

5 Aggressive expansion (new markets, new customers, new sales channels)

Exhibit 16
Dell: Extreme growth over the past five years

SALES/PROFIT DELL ($ MILLION)



Two levers which have been instrumental in Dell’s breakthrough are described in more detail:

1 Customising on all levels of the value chain

2 Superior service

Customising on all levels of the value chain

The starting point for the successful concept of the tailor-made customer
solution was the decision to concentrate, first of all, on corporate customers
and experienced individual customers.

“We introduced the concept of build-to-order in the PC
industry. We were also the first to introduce on-site
service. We knew that our corporate customers and
experienced individual customers had needs that
weren’t met by the traditional retail channel”.
(Michael Dell, founder, CEO and Chairman of Dell Computer)

ECR Europe   How to create Consumer Enthusiasm

28

Exhibit 17
With systematic customer orientation and targeted expansion Dell intends to be
among the top three in the industry by the year 2000.
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By restricting attention in this way it was possible to develop and optimise a business system which was
tailored precisely to the needs of these customer groups.

The customer experience with Dell begins, especially in the case of major customers, long before products
are ordered, when the account executives in the field meet customers in their workplaces to help them
compose their new configurations. Here it is not only a question of choosing the desired hardware, but more
generally of obtaining advice about systems and technology available. The important information gathered in
the course of these discussions is documented in the global customer information system and is
incorporated directly into further developments, e.g. the ergonomic design of hardware components. 
The customer then orders his individually configured solution by fax, telephone, or e-mail. 

At Dell, the order receives an order number and is forwarded to the appropriate production location: Austin
(USA) for the American continent, Penang (Malaysia) for Asia and Pacific area and Limerick (Ireland) for
Europe. In the initial production stage the hardware components are assembled and their quality is checked.
At the second production stage the operating system and the application software are installed. The following
stage consists of a comprehensive test phase in a “burn-in area” trying to ensure problem-free operation prior
to customer installation. Finally the computer is packed, together with the appropriate accessories, and is
delivered directly to the customer usually by UPS without any involvement of local retailers. 

With his order number, the customer has the possibility to inquire about the production status of his PC at all
times. Since all production lines are designed on the basis of modular system components, and as Dell has a
close connection to most leading component and system suppliers (enabling, for example, just-in-time
delivery and joint development activities), individual customer wishes can be configured at short notice and
without expensive warehousing costs. As a rule the time required from the receipt of the order to delivery is
5-10 days, which allows extremely fast response times to technological changes. It is then no surprise that
Dell has the fastest inventory turnover (avg. 10 to 11 days) in the PC market. Following delivery, the customer
is offered a variety of different after-sales services designed to solve any problem as quickly as possible, and
to provide support for the customer in the operation of his system, including the recycling of old hardware. 

Both parties benefit from involving the customer in the value chain: the customer receives a tailor-made, yet
economically-priced product in the shortest space of time. Dell gains a deeper understanding of the
customer and has clear cost and time advantages, which are decisive in the fast-moving PC market. 

Process outline Advantages

Customer gets custom-
tailored solutions

– in short time (5-10 days)
– at low costs
– with new technologies
– with a wide range of services

Dell benefits from

– low inventory costs
– fast pass-on of component

price reductions; high
flexibility

– low distribution costs

After sale-
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Exhibit 18
Every system is manufactured individually according to customer needs “Build-to-order”



Superior service

Dell’s service range contributes in a major way to Dell’s positive brand image and is an
important element of competitive differentiation. Dell was the first computer manufacturer to

offer a free on-site service and a 24-hour telephone or Internet service. Today the company can
offer a portfolio of services before, during and after sale:

1 A standardised after-sale service package which customers receive free-of-charge with their systems. This
usually includes a 1-year collection service, an open-line telephone service and an Internet hotline. In
addition to this, in the Service Plus-Package (e.g. for the Dell OptiPlex System series), an on-site service
and software installation ex-works are included. Worldwide, some 60,000 service calls are answered 
daily by telephone or Internet hotlines and in more than 90% of the cases a solution can be provided 
very quickly. 

2 Individually configurable service packages at a supplementary cost to the customer. These services may
include, for example, comprehensive planning and configuration of systems and hardware components in
the planning phase (Dell Plus), installation on site, training for users, guaranteed operational functioning at
all times, on-site service within a 4-hour reaction time and alternative financing via leasing. The success of
this targeted servicing offensive is regularly reflected in the service offer’s high ranking in authoritative
service test evaluations.

The basis for this superior service is provided by the refined management information system. This system
provides access to all information concerning previous problems and solutions, and details about specialists
at both Dell and other service providers, thereby ensuring competent advice via the hotlines. It is in this way
that a satisfactory solution can be provided in the high number of cases mentioned above without needing to
call on a local service provider. In addition, the system furnishes information about the needs of different
target groups, about new requirements and trends in the computer market and also provides crucial support
in the further development and new configuration of Dell’s service portfolio.

ECR Europe   How to create Consumer Enthusiasm

30

«The only constant thing in our business is
that everything is changing.

We have to take advantage of change and
not let it take advantage of us.

We have to be ahead of the game»
(Michael Dell)
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Hennes & Mauritz is the most successful international retailer in the
young fashion sector.

The key concept of Hennes & Mauritz is selling up-to-date fashion at low prices. The
company was founded in Stockholm 51 years ago, with 32% of the shares and 70% of
the voting rights of the Swedish company currently being held by the family of the
founder, Erling Persson. In contrast to the recessive trend on the fashion market, the
Swedish company has achieved strong growth. In the fiscal year 1996, Hennes & Mauritz
generated net sales of SEK 14,553m (around US$ 2,171 bn) and EBIT of SEK 1,923m
(around US$ 287m). 

The company annually sells 250 million items of clothing across
11 European countries. All of its stores, of which there are
more than 450, are only at first class locations. Some 70% of
sales are generated abroad, with Germany being the most
important market with over 100 stores. 

3.5 Hennes & Mauritz
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32 Hennes & Mauritz enjoys particular popularity among the younger consumers offering current fashion trends
at affordable prices. Its customers are prepared to accept a moderate level of product quality and the high
inventory turnover of about 12 times per year is evidence of consumers´ willingness to accept new products
and to visit the store repeatedly at brief, regular intervals. High retention rates also speak in favour of strong
sympathies towards the company. The brand communication of the 90s has had a positive revaluing effect
on the Hennes & Mauritz image and has influenced buying behaviour within the fashion industry in general. In
line with the motto “cheap is chic”, Hennes & Mauritz has been instrumental in creating a particular style and
has now become synonymous with a modern urban lifestyle. In the meantime the company has been
successful in establishing itself as a fashion institution for both sexes and across age groups, achieving a
balance between the “cool” and the “commercial”.

A superior value chain and a paradoxical style of communication are the
pillars of Hennes & Mauritz’ success

Hennes & Mauritz’s strategy is largely determined by 7 aspects:

1 Deliberate restriction of the assortment

2 Attractive pricing (price leadership for many items)

3 Cost efficiency supported by flat hierarchies and global sourcing

4 Ability to adapt quickly to changing environments

5 Ability to pick up new trends swiftly and turn them into fashion

6. Paradoxical style of communication (“cheap is chic”)

7. Systematic expansion into new segments and countries

EBIT

Net
Sales

12.7% 13.1% 14.0% 10.9% 13.2%
EBIT

Net sales 

1992 1993 1994 1995 1996

8,080

9,790

11,548
12,350

14,553

1,030 1,285 1,615 1,350 1,923

CAGR +15.8% 

Exhibit 19
Hennes & Mauritz: Double-digit sales growth with a ROS of more than 10%

SALES/PROFIT HENNES & MAURITZ (SEK MILLION)



ECR Europe   How to create Consumer Enthusiasm

33

Exhibit 20
A superior value chain and paradoxical communication are the pillars of
Hennes & Mauritz’ success

“We believe no one should have to choose between 
price and quality or between price and fashion. 
With H&M you can have it all”.
(Stefan Persson, Managing Director)
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Two aspects will be examined more closely in the
following analysis:

1 Superior value chain
2 Paradoxical message style: “cheap is chic”

Superior value chain

The decisive factor in Hennes & Mauritz’ success is its
vertically organised business system. 

In contrast to conventional retailing operations, H&M has not restricted itself to the purchase and sale of
goods, but has also become engaged in their design and in production management. This control has been
made through exclusive cooperation with manufacturers in the Far East. H&M steers the collaboration by
means of made-to-order products based on its own designs, worldwide procurement, central purchasing
and comprehensive quality controls. Further cost advantages are achieved by omitting those marketing
stages associated with wholesalers and sales representatives (e.g. costs of trade fairs).

The success of the vertical organisation lies, above all, in the speed with which new fashion trends can be
integrated into commercially successful assortments. The prerequisite for this is the application of modern
EDP merchandise information systems which enable the recording of up-to-date sales, and extend to
recording the day of transaction and include an analysis of consumer trends. The employment of trend
scouts and a young sales team helps to simultaneously interpret the fashion needs of the core target group.
This orientation towards the core target group is reflected in the segmented assortments: “scene-look for
teenagers”, “classical style for young mothers and fathers” or “fashionable styles for babies”. This enables
Hennes & Mauritz to sell its proprietary brands such as “Rocky” (jeans), “Impulse” (high fashion), “Clothes”
(business), “Big & Beautiful” (oversizes), “LOGG” (fashion for men), “Mama” (fashions for expectant mothers),
“Face of Beauty” (underwear) or “Babybaby” (baby fashions).

Store appearance is also designed to present a constantly changing offer which, in view of H&M’s proprietary
brands, enjoys a relatively high degree of autonomy. Depending on the assortment module, as many as
twelve collections per year can be produced. Sales are supported by what may be regarded as an almost
perfect merchandising system, which coincidentally saves personnel costs. Rapid and short-notice
procurement times restrict the fashion risk, allowing price reductions to be kept in reasonable bounds, in turn
permitting lower pricing and enabling the competitiveness of the offer to be further improved. However,
anything that still cannot be sold is quickly written off. With this system the vertically organised H&M stores
achieve an inventory turnover of between 12 and 18 and a square metre turnover of between DM 15,000
and DM 25,000. This leads to above-average profits which can be used to finance swift expansion.

Paradoxical message style: “cheap is chic”

Although Hennes & Mauritz apparel consists of low-priced, or even cheap, mass produced goods, the
company sees no reason to adopt a low profile. On the contrary, H&M’s Europe-wide poster campaigns, with
international film actresses (Nastassja Kinski, Carrie Otis, Pamela Anderson) and top models (Cindy Crawford,
Naomi Campbell, Linda Evangelista, Christy Turlington) presenting Hennes & Mauritz clothes, have proved to
be most effective and beneficial to the company’s image. At the same time the visual concept is kept very
simple and is reduced to essentials: product, price, logo. This stringency on the one hand, coupled with the
glamour on the other, serve to enhance the brand and push discount fashion into the cult-object category.

The desired effect is strengthened by deliberate provocation, for example, by sexy lingerie advertising
featuring Pamela Anderson: countless complaints were followed up by countless PR reports. Furthermore,
the protests are evidence that the Swedish fashion giant does not simply advertise, but triggers surprises,
which in view of the modern flood of stimuli is not something achieved by many campaigns. Another
approach which proved to be effective was the simultaneous juxtaposition of opposing types. With the
eroticism of Anne Nicole Smith and the “maturity” of Lauren Hutton, Hennes & Mauritz was successful in
integrating a paradoxical pair, thus presenting the consumers with a holistic world of values. In order to
counteract the image of trendy “disposable fashion”, H&M skilfully made use of its 50th anniversary to present
itself as a chic company with a long tradition. An exclusive poster campaign accompanied the anniversary
presentation, this time not using top models but instead using high quality illustrations from the beginning of
the company’s history. With the help of such communicative measures H&M has been successful time and
again in linking two crucial sales arguments in an emotionally tangible way: “Cheap is chic”.
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Turnaround with the help of radical restructuring and a global
marketing offensive

The long-standing German sports goods company, adidas, has been navigating a
winning course since 1994. Following a successful launch on the stock exchange in 1996
and the takeover of Salomon, it has advanced to the position of No.2 in the sports world.
The net sales results for 1997 were around DM 6.51bn, which represents a record in the
long history of the company. Pre-tax profits (EBIT) increased to DM 659m. 

Europe is adidas’s most important market, and in Germany and France the company is
the unchallenged market leader. Sports footwear is the most important sales segment,
accounting for over 50% of total sales, and in the soccer boots sector adidas is No. 1
worldwide. Although the company has been very successful in the USA, achieving a
sales increase of 51% in 96/97, its market share of 5% is still small in comparison to
Nike’s 40%. Nevertheless, experts believe that, by the beginning of the next millennium,
adidas will have caught up with its rival.

3.6 adidas
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36 By virtue of its authentic roots and its comeback as a fashionable brand, adidas has successfully reconciled
the “cool” and the “classic”. The “Three stripes” have achieved international cult status similar to Nike´s
“Swoosh” and they have achieved maximum awareness and acceptance in the established sports world as
well as in the very young trend “scenes”. As such, adidas has successfully achieved a synthesis between
sportive performance and modern design. This encourages both sportsmen (and women) and the lifestyle-
oriented target group to buy the brand. The evidence for success can be seen in the strong growth rates in
the apparel sector. On top of this comes adidas’ distinct authority in the area of soccer and other classic
team sports where the brand enjoys the reputation of offering “good value for money”. The substantial sales
of new introductions such as the Predator soccer boot or the “feet your wear” shoe concept are testimony to
the high level of acceptance that adidas enjoys. In the eyes of the consumer the brand represents, on the
one hand street credibility, coolness, speed, aggression and an extreme lifestyle, whilst, on the other it
represents authenticity in all sports, tradition, reliability and brand authority.

Adidas’ restructuring programme: Efficiency revolution, corporate culture,
cult marketing and expansion as key elements

The four key elements of the successful restructuring programme launched in 1994 are as follows:

1 Efficiency revolution, particularly by redesigning the entire value chain by means of outsourcing 
and networking 

2 Integration of a corporate culture as a management principle

3 Consistent development of cult marketing

4 Targeted expansion

Exhibit 21
Adidas: Double-digit growth rates and returns since 1994

SALES/PROFIT ADIDAS (DM MILLION)
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Exhibit 22
Efficiency revolution, corporate culture, cult marketing and expansion describe the key strategic levers of
the restructuring programme carried out by adidas

The strategic use of synergies derived from its partnerships, and the implementation of target-
group trends, are particularly important in adidas’ strategic development and illustrate the core

aspects of its strategy. These will now be described in more detail:

Synergies gained from partnerships

Adidas builds strategic alliances with its partners with the intention of generating the
greatest possible degree of synergy and also of occupying new fields of business. Hence its

official sponsorship of the soccer world championship (World Cup 98) will underpin its world
dominance in the soccer market, and the marketing of its own NBA apparel line is helping it to

make inroads into the US basketball market and challenge Nike.

Evidence of adidas’ systematic approach is its takeover of the French manufacturer of sporting goods,
Salomon. The acquisition provides adidas with access to new sports markets which are expected to show
high growth. Taking golf as a particular example, without Salomon adidas would have had to spend large
sums to develop and market golf equipment of its own. The addition of Salomon’s product line allows the
new adidas-Salomon group to cover the five fastest growing sport sectors. Consequently, development and
marketing costs have been saved and adidas’ product portfolio has become a great deal more balanced. In
addition, the acquisition has enabled adidas to strengthen its position as European market leader whilst at the
same time liberating itself from its past regional dependence, by virtue of Salomon’s international presence.
By making use of Salomon’s established distribution channels and through a transfer of know-how, adidas
has added sustainable strength to its position in the USA and Japan. The company has also sown the seeds
for impressive future growth prospects.
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«We knew then. We know now»
(Adidas’ claim)

Implementation of target-group trends

Until the beginning of the 90s, adidas’ fundamental situation was extremely unfavourable. The brand image
was completely out-of-date and adidas was leading a shadowy existence, eclipsed by Nike and Reebok.
However, famous pop-stars like Madonna and black musicians such as Run DMC exploited this effect
creating a fashionable retro-trend which has spread through the young target group like wildfire.

Adidas recognised this “underground potential” as its chance to rejuvenate and reposition itself. Creative
impulses have been integrated not only into its advertising presentation, but also have become a strategic
part of the company’s communication policy. In fact, adidas was successful both in strengthening this trend
by means of systematic target group marketing, with events and sponsorship, and in turning it into
commercial capital. With the “adidas Streetball Challenge”, for example, the company initiated the biggest
trend sport event of the 90s. In 1996 alone adidas was successful in actively mobilising 36,000 young people
in Germany and drawing an audience of 500,000 spectators. These scene-sponsoring schemes, plus the
equipping and outfitting of local trend-setters, have paid off. In the music and night-life scenes, the “Three
Stripes-Look” has experienced a clear renaissance in recent years.

These experiences have taught adidas the value of being open to the “soft” signals in the target markets and
how important the early recognition of underlying currents and trends can be. For this reason an international
trend scouting system has been initiated to enable “sensory” networking with the opinion leaders and fashion
scenes, with the aim of ensuring the implementation of new impulses in good time.

As a result of these measures and, in part, due to favourable economic conditions in target markets, adidas
has successfully achieved the balance between traditional brand values and young trends. Heroes from the
past, such as Emil Zatopek and Muhammed Ali, have served as vehicles for the message: “We knew then.
We know now”. Through the reconciliation of opposing images such as authenticity, myth and street
credibility, adidas has been able to establish an alternative counter-world to Nike and to create an emotional
platform for global brand positioning.

Exhibit 23
Adidas (incl. Salomon) covers the sporting goods with strongest growth 
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Yahoo! was the first Internet guide on the World Wide Web. Incorporated in 1995, the
company has seen rapid growth 1997 net revenues were US$ 67.4m, up 242% from
previous year. After having achieved a break-even position in the 4th quarter of 1996,
Yahoo! was able to enjoy a profitable 1997, with a pro-forma pre-tax income of US$
2.2m, compared to the net loss of US$ (4.3)m in 1996. Market capitalisation reached
almost US$ 2.8 bn by the end of January 1998.

The success of the company is due to an innovative business idea which fulfils an
important need of surfers on the WWW, namely, to obtain clear information from the
Internet in a time-efficient way - and to have fun doing so. 

3.7 Yahoo!
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«Today Yahoo! is the single largest Internet  
guide in terms of traffic, advertising 

and user reach»
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Yahoo!‘s concept is totally new: a free guide to the Internet, enabling users to search for the desired information
by following a tree-path of directories and sub-directories structured by subject. Compared to traditional guides
based on a search by key words, Yahoo! facilitates a more focused and intelligent feedback to the users’
requests for information. The operations of the company are totally financed from advertising revenues.

Today Yahoo! is the single largest guide in terms of traffic, advertising and user reach. Yahoo! is one of the
most recognised brands on the global WWW and it is perceived as the guide offering the best search tools
on the Internet.

Exhibit 24
Yahoo!: High growth in the last two years and excellent prospects for the future

“Yahoo!’s significant growth in popularity and
acceptance during this past year would not have been
possible without the tremendous support we continue
to receive from our users, advertisers and partners. 
We are committed to maintaining Yahoo!’s leading
position by satisfying the needs of our users and
advertisers though the aggressive introduction of
relevant and innovative programming and services”.
(Tim Koogle, President and CEO of Yahoo)
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Yahoo! is now pursuing the vision of becoming a real “media channel”
on the Internet

Four strategic pillars are key to achieving this objective:

1 Continued development of Internet services with the help of innovative offers

2 Targeted development of distribution by partnerships and strategic alliances

3 Systematic development of a global brand

4 Development of global strategies, coupled with satisfaction of individual and local needs

In the realisation of its strategy Yahoo! is becoming a pioneer of new approaches - especially in entering
alliances and implementing the company’s innovative power

Extensive usage of alliances

Formal agreements and informal relationships enable Yahoo! to broaden its competitive and technological
field, limit the investment required to finance the aggressive growth objectives and exploit the know-how of
the selected partners in specific subject areas, technologies and geographical regions. The partnerships and
alliances that Yahoo! has established have been of four types: 

• alliances by content, such as the ones with Visa for the Yahoo! Marketplace, and with MTV or CDNow,
aimed at developing services in new subject areas

• alliances by geography, such as the one with Softbank Japan, to strengthen its competitive position in
new markets

• alliances by technology, designed to make additional search technology available to Yahoo!. One
example is the agreement with the search tool Alta Vista, allowing a search by key words which is
complementary to Yahoo!’s search by directories: Yahoo! users can make integrated use of the two
technologies without leaving the Yahoo! -branded web pages

• distributive alliances, i.e. with Microsoft and Netscape, in order to maximise Yahoo!’s reach

Exhibit 25
Yahoo! is now pursuing the vision of becoming a real “media channel” on the Internet
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Innovative power

Innovative and relevant services and programmes are continuously being developed and introduced on the
World Wide Web, thus differentiating Yahoo!’s offer and always keeping it ahead of the competition. This is
possible by virtue of its extremely quick and flexible innovation process. Led by the Producer responsible for
the subject area, three teams work on the development of the new service at the same time: the surfers,
doing the research on the web, the engineers, developing the technology, and the partner team, working on
the contents. On-line, continuous communication among the three groups enables each of them to take into
account the most up-dated information during the development process. Morever, Yahoo! releases early
versions of new services for internal use only. The feedback of the internal panel of surfers is incorporated
just-in-time into the development process and, after having achieved a more mature prototype of the new
service, the company tests it on a voluntary panel of 30,000 users. Their online reaction to the new offer
provides the dry-run test before the launch on the market.

Realisation of its vision by leveraging the power of alliances and by continuous innovation through quick,
flexible and customer-oriented development processes have made Yahoo! one of the most successful
companies operating in the dynamic Internet environment. 



Although significantly different in terms of target consumer, competitive field, company
culture and internal structure, the six companies analysed in the best-in-class case
studies display a number of similarities.

They have all achieved high growth rates compared to the market average, whether they
operate in stagnating markets (Hennes & Mauritz, Nike, adidas), or in growing markets
(Seven-Eleven, Dell, Yahoo!)

3.8 Summary
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They have been successful in generating Consumer Enthusiasm - both by anticipating or creating consumer
needs and desires and by building a strong emotional link with consumers.

With the exception of Yahoo!, all the best-in-class companies have demonstrated an ability to master change
management, either rising again after a crisis (i.e. Nike, adidas, Seven-Eleven, Dell) or changing the
competitive field to leverage unexploited growth opportunities (Hennes & Mauritz - from local Swedish
company to leading European player)

The consumer is at the core of their operations and they are driven by a visionary leader, inspiring and
orienting the whole organisation. 

All the six companies have “future look”: while the other players are trying to speed-up their reaction to 
the rapid environmental and competitive changes, these leaders are setting the rules of the game for the 
new millennium.  

The next chapter investigates in more detail the strategic levers used by best-in-class companies to achieve
Consumer Enthusiasm.
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4.1  Basic idea and overview
The first step describes the factors which create Consumer Enthusiasm at the brink of
the new millennium. The focus will be on a detailed set of consumer requirements
defined in terms of four basic orientations (emotion, function, reduction, extension) and
an analysis of the main implications these have for the business.

As a second step, four key strategic levers will be presented as the basis of a new
approach designed to achieve Consumer Enthusiasm. These levers - Innovation,
Communication, Information and Co-Revolution - will be detailed with regard to their
individual dimensions and their degrees of implementation, providing a possible set of
strategies based on those pursued by the best-in-class companies.

The final step will outline the systematic approach describing how the relevant consumer
requirements can best be met by adhering to the four key strategies.

4 Roadmap to Growth:
What has to be done?
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Exhibit 26
Consumer Enthusiasm as a result of superior consumer understanding and excellence
in the implementation of rule-breaking strategies
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The Paradoxical Consumer

Consumers of the ’90s are enlightened, well-informed, extremely price-conscious and
their demands will continue to grow with time. They are more aware of the products and
services they are buying and they profit from the increasing variety and opportunities for
comparison. The result: Consumers want better quality, information, convenience, variety
and service for less money, time, effort and risk.

From the companies’ point of view, today’s consumers are exhibiting paradoxical
behaviour: They are extending their scope of options, becoming more complex and
simultaneously are living highly contrastive roles. Hence, in the same product field, 
the same shopper may on one occasion spend a great deal of money and on other
occasions act like a “bargain-hunter” and adopt
a very price-conscious attitude. The synthesis
of such contrary principles constitutes a
new dynamism and provides the consumer
with an exciting development perspective.

4.2 Consumer needs on the
brink of the new millennium
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Empirical market research shows that, in fact, it is not the new consumers themselves who have become
more contradictory, as many people think, but rather that they are trying to unite certain contradictions. In this
sense consumers have not become more unpredictable, just more comprehensive. 

Their behaviour is an attempt to integrate professional and leisure interests, emotional and rational viewpoints,
nature and technology, modesty and status, quality and quantity, simplicity and sophistication. This increased
acceptance of “paradoxes” also serves as a protection mechanism, to prevent consumers from being torn
apart by the growing range of options and the avalanche of information and by their restricted ability to
process these, both physically and mentally.

Exhibit 27
Increasingly paradoxical consumer behaviour
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Main Orientations in Consumer Behaviour

This paradoxical consumer behaviour can best be described by distinguishing four poles: ‘Function’
represents rational demands, meaning that products and services must satisfy criteria such as price,
availability and quality. ‘Emotion’ covers the need for excitement, sense and value. ‘Extension’ in a sense of
‘added consumption’ implies the desire for maximum variety under the motto ‘more and more at the same
time’. ‘Reduction’ (synonymous with ‘selective consumption’) expresses the need for qualitative concentration
and/or quantitative limitation, believing that “less is more”.

Under this explanatory model, four main orientations can be observed:

Orientation towards trends and excitement
Consumers are looking for new stimulation, expect variety and tolerate experimentation. Consumption is a
form of expression as well as a component of their lifestyle. Consumer behaviour is characterised by
individual style but also by the influences of fashion and the cultural scene to which they belong.

Orientation towards service and solutions
Consumers expect practical solutions and international standards. Speed, variety and individual convenience
are of major importance. Hence they are open to interactive technologies and forms of offer. They want to be
individually involved in the optimisation of offers and ideally prefer tailor-made solutions.

Orientation towards sense and value
Consumers behave reservedly and tend to adopt a post-materialistic attitude. They have a mature need for
regeneration and a “return to the roots”. Of particular interest are health-promoting, environmentally-friendly,
long-lasting and authentic products and brands. Consumption is a part of a holistic lifestyle and is measured
in terms of its sensible purpose.

Orientation towards price and performance
Consumers are enlightened, well-informed and thus mistrustful when buying products and services. Price
consciousness and improved possibilities of comparison (e.g. via the Internet) lead to emancipated consumer
behaviour. They take advantage of price battles and are, in some cases, actively intervening in the
composition of the offer and pricing.

Exhibit 28
Today’s four main orientations in consumer behaviour
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Orientation towards Trends and Excitement

Affluence and a change in values have caused a rearrangement of consumer priorities.
Excitement and experience have become more important than consumer goods and
increasingly are equated with the quality of life. The decisive motivation is no longer any
material need, but rather the wish for self-realisation and stimulation in terms of
psychological experience. More and more offers and styles are being presented
simultaneously. “Do more and experience more at the same time” describes this change
towards multi-dimensionality that has taken place over the last few years. Nike recognised this basic need
early on and used it to great effect in their communications. ‘Just do it’ has become the motto of the new
generation and characterises a new awareness of life.

As a result, the search for stimulating experiences and risk is the governing factor in consumer behaviour,
particularly in the fields of leisure activity and entertainment. Here, what is being sought is an experience
which will stretch not only physical limits, but mental limits as well. 

“All activities which last longer than two hours stagnate or regress. Every two hours at least we want to
experience something new and to jump from one event to the next.”(Horst W. Opaschowski, B.A.T. Institute
for Leisure Research, Hamburg) 

Evidence of this ‘thrill & fun’ trend can be seen not only in the boom of fashionable trendsports (Adidas Streetball)
and the development of computer games (Nintendo) and on-line game worlds, but also in the success of theme
catering (Planet Hollywood), experience shopping (Nike Towns) and adventure parks (Euro Disney). 

‘Multi-mind’, ‘multi-perspective’, ‘trend-zapping’ or the ‘sampling-culture’ describe the same phenomenon:
individuals do not want to have any limits imposed on them. The same person wants to live different lives, is
very adaptable and will behave accordingly. Brain researchers confirm this trend and attribute it to a different
way of recording and storing information in the brain.

“The brain simply fades out the weaker stimuli. This is a natural reaction that was originally designed only for
dealing with emergency situations.” (Henner Ertel, Society for Rational Psychology, Munich)

The brain requires increasingly stronger stimuli in order to become active. What used to be seen as exciting,
is today experienced as tame and boring.

Accordingly, to feel ‘new & cool’ seems to have become a fundamental need for the majority of the up-and-
coming generation. Many consumers are constantly looking for new and interesting external stimulation.
Trends, the “scene”, and style-dictating factors are becoming increasingly important and serve to provide self-
expression and differentiation.

At the same time the youth market is increasingly breaking up into fractions and sub-groupings. Many young
consumers encrypt their life-style with a secret code. Hence it is equally as important to have the right style
as it is to have the right brands, combining and arranging them according to individual discretion.

Hennes & Mauritz has best managed to fulfil the need for stylistic variety. Its design and trend-monitoring
teams rapidly transfer current fashion trends into ‘disposable fashion’ and every six weeks a new collection is
developed for each private label brand. New items are delivered to the branches daily and the look of its
stores is constantly changing. Low prices and the variety of trends allow the primarily young consumers to
develop an individual mix of styles whilst remaining up-to-date.

«All activities which last longer than two hours 
stagnate or regress. Every two hours at least

we want to experience something new           
and to jump from one event to the next.»

(Horst W. Opaschowski, B.A.T. Institute for Leisure Research, Hamburg) 
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The growing desire to experiment is also reflected in the development of the roles of the sexes. ‘Unisex’ is today’s
maxim. Many different models of living together are being tried and are tolerated. Among the up-and-coming
generation, role models have begun to show signs of crumbling as traditional behaviour patterns and ideological
standpoints begin to disappear. In many walks of life a more feminine way of thinking is achieving a breakthrough
and, in addition, men and women have started to become partners from an economic point of view.

Male or female gender is increasingly becoming of secondary importance, both in social interaction and in
consumer behaviour. Both sexes are becoming psychologically more androgynous and in lifestyle-oriented
consumer markets, such as fashion, sport or music, a sexually-neutral approach to style and use can be
observed. This in turn has exercised a strong influence on many brands and communication strategies.
Fashion manufacturer GAP is an example of the successful establishment of a ‘casual look’ conceived for
both men and women. Clean lines, sleek design and a modern American taste for the practical convey a
gender-neutral lifestyle. Calvin Klein has also gone unisex, presenting C.K. One (advertising claim: “just be”) as
an androgynous fragrance which has become a cult perfume among both men and women.

Whereas, on the one hand, the trend orientation satisfies the need for individuality and distinction, the
orientation towards excitement also implies, in contrast, a longing for group fellowship and a feeling of
belonging. This emotional need for shared common experiences or ‘clanning’ is often satisfied within
“substitute” families. Whether it is in the company, the football stadium, in leisure or holiday clubs or in the
Internet chat group, sharing activities with others and having fun is one of the central driving forces of the
excitement society. In view of the insularisation of living conditions, “social consumption” will gain even more
significance in the future. Enterprises that are particularly group orientated, such as Disney, McDonald’s or
IKEA, benefit from this ‘clanning’ trend and are using this development as a platform to achieve customer
retention and brand identification. 

Exhibit 29
Orientation towards trends and excitement
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Orientation towards Service and Solutions

As the “time budget” becomes as precious as the financial one, the global, multi-option consumer society
promises unlimited individual solutions. 

“Solutions for a small planet” (IBM, advertising claim)

This development is nourished by demographic trends such as the growth in the number of single
households and the sharp increase of women in full-time employment, as well as by psychographic trends
such as the desire to save time, the move to more flexible living habits (e.g. eating times) and the desire for a
higher standard of living and optimum customer service.

One of the best selling “products” nowadays is ‘convenience’: quick, stress-free shopping, cashless
payment, flexible opening times, competent and personal customer advice as well as pleasant and effective
service. Accordingly, those who have specialised in solving consumer problems, e.g. home delivery, special
mail order, direct order, and convenience stores, are enjoying a boom. 

“With above-average price levels, convenience stores have a percentage of core customers of 85-90%
internationally.” (NACS SOI State of Industry Report)

Starting from the methods of payment, on to quality and service standards and right through to the corporate
identity of brand and product empires, a truly ‘global’ market has arisen. In addition, international big players
such as Coca Cola, Nike, McDonald’s and Marlboro have created a comprehensive and multinational way of
thinking that has also left its mark on the consumer’s local environment. International symbols and codes (Nike:
“Swoosh”, Adidas: “Three Stripes”, McDonald’s: “M” or Marlboro: “Cowboy”) have been internalised by the
consumers as part of their everyday culture and have set standards with respect to branding and advertising.

A considerable amount of globalization and the extension of consumption beyond local boundaries has been
due to the merging of many lines of technological development - the Internet, multimedia and digital
telecommunication. Electronic shopping enables the “virtual consumer” to fulfil his need for speed,
networking, active participation and complete accessibility. Today the user has a multiplicity of specialised
interactive shopping channels, i.e. infomercials, videomalls, or online shopping services, available to him.

«With above-average price levels,
convenience stores have a percentage

of core customers of 85-90% internationally.»
(NACS SOI State of Industry Report)
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«Following the experience strategy of the 80s
and the cost strategy of the 90s, consumers 

are now looking for different content.
The ‘Interfusion’ model offers the most 

interesting approach in this context. 
Brand names, information, communication 

and retailers integrate the consumer as an 
equitable partner in their cycles.»

(Prof. Hans Peter Liebmann, Graz)

The next logical frontier of this development, when combined with the consumer’s growing requirement for
service and convenience, is the demand for the optimum offer: the individual, tailor-made product at the right
time and in the right place. The new directions of impetus - which have already been christened as
‘Customising’, ‘Prosuming’ and ‘Egonomics’ - are, as yet, still in their early stages.

Manufacturers and retailers are nevertheless increasingly adapting to this model. The product spectrum
ranges from individualised PC´s on the basis of a ‘Build-to-Order System’ (Dell) and virtual kitchen planning
(IKEA) to the individually compiled CD (Blockbuster Video / IBM). Personalised online news services
(Pointcast), Internet guides (My Yahoo!) and information agencies are the heralds of the forthcoming
hyperspecialisation and consumer-integration.

Exhibit 30
Orientation towards service and solutions
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Orientation towards Sense and Value

The merry-go-round of services and products is in danger of overheating and reaching socio-economic and
ecological limits. A new pressure, stemming from concern over our existence, is providing additional impetus
to existing contemplative trends. Purely material and hedonistic goals are being pushed into the background,
particularly among consumers with higher income and education. Consumers are increasingly looking for a
balance between exciting experience and orientation towards sense, and the emerging attitude seems to be
one of conservative consumer behaviour. It is better to buy fewer things and to concentrate on quality,
function and durability.

In face of the global threats to the environment, there will be an orientation towards the conservation of an
undamaged environment, unpolluted air, clean water and mental and physical health. Regeneration and
reconciliation with nature, external as well as internal, will become the focus of individual self-realisation and
for this reason many consumers have become reserved, critical and environmentally-conscious. Brands and
companies will increasingly be measured in terms of how ‘fair’ they are with regard to the social, ecological or
human value they represent. In contrast to the mid-80s, aspirations to affluence and critical awareness are no
longer irreconcilable opposites.

For the consumer it is a question of an integrated overall concept and sustainable solutions. Environmentally-
friendly products which are advantageous to health are of particular interest. Leisure time interests focus
primarily on authentic natural experiences, overall fitness and mental relaxation. The expression of this
orientation towards sense and values is to be seen in the boom in spiritual and esoteric subjects, with the
range stretching from alternative medicine to the “wellness” trend. 

In response to this development, more and more buying guides are being successfully published and are
regarded as reputable ‘advisors for responsible buying’. Such publications as ‘The green consumer’ and
‘Shopping for a better world’ complement the traditional product test with a comprehensive test of the
manufacturer and alternative suppliers, for example Bodyshop, Frosch, Ben & Jerry Ice-creams or Demeter,
are taking advantage of this trend. But other companies too, such as Otto, Esprit or British Airways are at
least integrating these values into their communication. Even McDonalds’ ‘Vegie-Burger’ is evidence of this
change of attitude. 

“The value of a company - what it stands for, what the people believe in - is of central importance to its
success over the competition. Values are what drive the business forwards.” (Robert Haas, Levi Strauss CEO,
in an interview in ‘Grassroots’)

For Seven-Eleven, business implies a responsibility to society. The company engages in a wide range of
social and cultural activities, including programmes for environmental conservation, normalisation, education,
culture and sports. One example of social responsibility is the practice of having public nurses in the baby
rooms of the stores to counsel women about pregnancy and infant care. Other economic support includes
relief activities for disaster-stricken areas.

This orientation towards sense and values is also reflected, in a somewhat weakened form, in the consumers’
pursuit of ‘authentic’ offers - The desire for the genuine, really individual, credible and original product from a
reputable source. 

«The value of a company 
- what it stands for, what the people believe in 

- is of central importance to its success 
over the competition. 

Values are what drive the business forwards.»
(Robert Haas, Levi Strauss CEO, in an interview in ‘Grassroots’)



ECR Europe   How to create Consumer Enthusiasm

55

“Authentic behaves as all things that are genuine, dispensing with things, not dressing things up, renouncing
things that are ‘fabricated’”(Matthias Horx, Trend Office, Hamburg)

In the brand world it is the names with a mature mythical image such as Coca Cola, Marlboro, Levi’s, Nivea
or adidas which represent this trend, but younger brands with ‘scene-credibility’, e.g. Doc Martins, Stussy,
Airwalk or Burton are also able to capitalise on it.

More and more manufacturers are exploiting the aura of the past and interpreting it as an authentic new
anchor. At the same time, products such as Levi’s, Coca-Cola or Nivea span a number of generations and
deliberately play on the consumer’s memories of childhood and youth. The countless examples of nostalgic
style in advertising and fashion are evidence of how this “retro-strategy” is becoming more widespread (e.g.:
Afri Cola, Sunkist, Smarties, Porsche, VW Beetle, Fossil, ...). 

Since this development can be interpreted as a reversion to fundamentals, a further trend can be identified: the
pursuit of ‘basic’, straightforward product concepts without any frills - simple goods with clearly defined utility
value. Consequently, consumer goods with an appropriately long life and which are functional and simple are
selling well. The evolution of the product has now become an important issue. Solid craftsmanship is the
hallmark of the new luxury. In the fashion world it is above all the classical, timeless product lines which provide
this contrast to the fast-moving trend developments (e.g.: Polo Ralph Lauren, Burberry’s, GAP, Timberland).

Product concepts which offer simplification can benefit from over-stimulation by emphasising such arguments
as sensibleness, character and authenticity. 

Exhibit 31
Orientation towards sense and value

«We are experiencing the renaissance of an 
old set of values. People are once again 

buying practical things which their 
children will also be able to enjoy.»

(Prof. Peter Weinberg, University of Paderborn, Germany)
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Orientation towards Price and Performance

Consumers are not only increasingly making their purchasing decision at the point of sale, but they are also
much more concerned about the price. “New modesty” is not so much a question of ‘doing without’, but
rather of restricting oneself to the essential. “Small is beautiful” is the adage and the necessary compromise
solution is even interpreted as a virtue. Notably it is not only the lower income consumers who are forced to
save money, it is also the so-called “smart shoppers”, who want to demonstrate cleverness and are striving
for “more value for less money”.

In the light of the price battles that have taken place, the consumers’ concept of value has been transformed
into a high degree of price awareness. Discounters have enjoyed an image revaluation. As the lust for
excitement shopping dwindles, the new motto is: ‘Cheap is chic’. So far, Hennes & Mauritz has most
successfully implemented this paradox. The Swedish fashion company has placed its discount products into
the limelight of the international model scene and has launched “disposable fashion” as the “latest trend”.

The consumer has become a split personality mastering thrift and economy as well as he masters the
shopping spree: Champagne from Aldi, salmon from Metro. This ultimately results in a polarisation of
shopping behaviour: Lower price segments are enjoying a boom, as are top-class products, and in the long
term it is the products in the mid-price range that fall by the wayside. Competitive prices are often achieved
with highly innovative distribution and production strategies. Dell achieves low costs through its direct-sales
organisation in combination with highly flexible production processes, and time and again the company
surprises the industry with price cuts of 40% and more. On the other hand the customers can ask for the
company’s services for free at any time and get a quick and effective response.

This tendency is intensified by the growing variety of goods, the longer-lasting special offers and the
appearance of new, price-aggressive sales channels. As a result, brand loyalty and price premiums are under
pressure, as is confidence in the quality of branded products. The increase of impulse buying and the
growing market share of private labels are additionally weakening the position of traditional brands.

‘Smart’ shoppers have developed strategies to purchase the right product at the right time at the right price.
They have learnt how, when, where and how much to spend in order to manage the household budget
optimally: whoever makes the best offer gets the contract. Any customer who is not constantly being re-
convinced looks around for something new elsewhere.

“Smart Shopping is not a temporary phenomenon, it epitomises a new basis of analysis.” 
(Grey Advertsing, consumer study).

In addition to their knowledge of what is on offer, Smart Shoppers are also quite aware of their power. They
become ‘Total Cost’ managers. They obtain absolute market transparency by constantly scanning the offer
available and behave correspondingly in a flexible and tactical manner. 

«Smart Shopping is not 
a temporary phenomenon, 
it epitomises a 

new basis of analysis.»
(Grey Advertsing, consumer study).
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This systematising of shopping decisions has had a strong influence on the development of forms and
operating methods of retail trading. According to Nielsen, in the last four years the sales surface area of the
discount markets in Germany has grown by more than 50%. Clear evidence of this development can be seen
in the boom of “Last Minute” and “All-inclusive” offers, factory outlets and second-hand trade, as well as in
the above-average growth of discounters. 

Aldi, the German “hard discounter” in food retailing, keeps its costs low through standardised shop design
and extremely rationalised processes. Its prices amount to no more than 50% of those its competitors charge
for similar products. Its product range is limited to about 800 items and service is not on the agenda.
However, according to consumer associations, the quality is sometimes even better than that of well-known
brands. Aldi’s accommodating and liberal settlement of customer complaints has become proverbial in the
industry. Waiting times at cash registers are short. The key trend underlying this is that the consumer wants to
regain some of his sovereignty and, instead of being merely a consumer, wants to become the
manufacturer’s and retailer’s market partner.

Interaction of consumer needs and trends

With the help of a consumer matrix the specific trends can be graphically allocated. The figure is to be seen
as a holistic model that creates interrelations between the different clusters of requirements.

In engendering ‘Consumer Enthusiasm’, the functional values such as quality, innovation, service, efficiency,
price and performance are indeed ‘objective’ prerequisites, but nowadays they are no longer enough to
inspire the consumer. This trend has given a major boost to emotional values such as sense, excitement, self-
fulfilment and belonging. For manufacturers and retailers this means that, as functional product differentiation
becomes more sophisticated, so the codes of sensory perception also become more important as features
and qualities of brand and product identity.

The implications for the Consumer Matrix are that consumer needs are related to aspects which are
extremely far apart on a psychographic scale and, at first, do not appear to be reconcilable. In order to enjoy
more options consumers reconcile opposites and demonstrate a holistic mindset. The “paradoxical”
consumer demands the simultaneous satisfaction of fundamental and extreme needs.

The way the perceptions are understood are distinct in their emotional, functional, aesthetic and ethical
values, but the prominence of these values is constantly changing in the social and cultural context.
Consumers are implementing environmental drifts very quickly. Today’s trend-tops are shaping the
mainstream consumer behaviour of tomorrow, which makes trend monitoring increasingly important.

Exhibit 32
Orientation towards price and performance
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Adidas’s turnover illustrates the dynamism with which trends can unfold. The sensory perception and
implementation of target-group trends such as “Adidas Streetball” or “Retro-Look” have radically renewed the
brand image. The success of Hennes & Mauritz is also based on the ability to pick up trends at an early stage
and turn them into immediate commercial success. Nike, on the other hand, has demonstrated its readiness to
change by discarding its successful but spent “Just do it” slogan and propagating “I can” in response to the
mental change on the part of the consumer. Yahoo! is creating systematic links to trend satellites such as MTV
or CD-NOW so as to be able to supply new topics at an early stage.

Strategic options of the consumer matrix

Best-in-class companies capitalise on different tonalities, communicate on all levels and convey the emotional
values convincingly by practising on their employees.

Only a few companies are simultaneously capable of living and communicating contrary values and giving
them equivalent weighting. In the case of Nike it is the integrated opposites of ‘discipline and freedom’ and
‘myth and real life’. This is underpinned by the passion experienced for sport, for the extreme discipline and
individuality of the sportsman, which is transmitted to the consumers. At Hennes & Mauritz it is the skill in
emotionally upgrading the rational element, the price, and making it a sensory experience. For example, with
the help of the eroticism of model Anne Nicole Smith on the one hand and the maturity of actress Lauren
Hutton on the other, H&M have been successful in uniting two contrary images under one brand. At Seven-
Eleven Japan it is the principle of valuing customers, employees and partners as individual people and
simultaneously exercising central control via a highly efficient business system. 

In summary, the conclusion to be drawn is that the reconciliation of opposites plays a decisive role in brand
and product fascination. The combination of distance and proximity, of warmth and cold, and of dream and
reality is attractive to many consumers. It demands no categorical commitment, which would generally be
associated with the loss and surrender of other possibilities.

Exhibit 33
Consumer Matrix: The main orientations specified by different consumer trends
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Exhibit 34
The reconciliation of opposites has a key role in consumer behaviour

Exhibit 35
Today’s trend-tops are shaping the mainstream behaviour of tomorrow

Exhibit 36
Two levels of consumer needs can be identified
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Exhibit 37
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The Four Key Strategic Levers

The analysis of consumer needs and trends allows one to create a vision of the target
positioning for a company’s offers. In addition to this, it is necessary to determine the
strategies that must be implemented to achieve this position.

Based on the case studies, extensive research and workshops with the companies
participating in the project, we have identified 4 key strategic levers that the “best-in-
class” companies have used to generate Consumer Enthusiasm and, thus, achieve
profitable growth.

4.3 Strategic levers for achieving
Consumer Enthusiasm
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Exhibit 38
Objective of four key strategic levers

Consumer Enthusiasm has been defined as the level of consumer commitment achieved by a company
which, on top of satisfying the consumers’ articulated needs and establishing a long-term relationship of trust
and loyalty, also surprises them by anticipating or creating needs and desires. Consumers also develop a
strong emotional link with the company’s offer which, in turn, ideally becomes a part of their lives.

The first part of this definition implies that Innovation is essential in generating Consumer Enthusiasm. There
is no element of surprise if the company does not propose something new and something

unexpected - either because the consumer need was latent but not articulated, or
because the need is totally new. The analysis of the “best-in-class” case studies

revealed that all companies achieved a “high-end” ranking in Innovation. 

Communication is the top-priority strategic lever in achieving a strong emotional
link with consumers and making them feel personally involved. This is particularly

true for those products which possess strong emotional values like clothes,
sporting goods, perfumes, cosmetics - and, of course, food.

Innovation and Communication directly address the consumer, either through new offers
or services, or through an effort to change or improve perception. The two further

strategic levers, Information and Co-Revolution, have a more indirect role, enabling the
organisation to achieve high-end levels in Communication or Innovation and to broaden the
scope of activities.

Information provides essential support for:
- Innovation based on the anticipation of consumer needs and desires
- Communication aimed at building personal relationships with consumers.

Of the four strategic levers, Co-Revolution is the newest and the one which really enables a company to
broaden or rethink the perspectives of its business, through the integration of partners in its core activities.
Co-Revolution helps to achieve breakthrough innovations to create the conditions maximising the emotional
impact of communication and to personalise the relationships with consumers.
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Innovation

Innovation is essential to surprise consumers by anticipating or creating needs 
and desires. 

Exhibit 39
Innovation and communication with a direct link to Consumer Enthusiasm

Exhibit 40
Key strategic lever: Innovation
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Exhibit 41
Key strategic lever: Communication

There are a number of examples of innovation anticipating non-articulated needs: Nestlé LC1, answering the
latent need for food which improves health rather than for food which does not damage health; Yahoo!
Internet guide, satisfying the need for a quick, efficient and enjoyable way of getting information from the
Web; Magnum, which has fulfiled the need for a premium impulse ice-cream for an adult target group;
Seven-Eleven, targeting consumers who wish to shop whenever and wherever necessary or convenient.
Examples of innovations which have created totally new needs are the Sony Walkman, inventing a new way
of listening to music; Starbucks coffee shops, changing the coffee-drinking habits and attitudes of many
Americans; and Red Bull, the energy drink, adding a new segment to the soft drinks market. 

It is especially this second type of innovation which is often “consumer and inspiration-driven”: ideas are
generated based mainly on intuition and only at a second stage are they validated by the consumers. Since
their offer is not born from the classic competitive rules, the innovating companies often leave competitors far
behind by setting new rules.

Breakthrough innovation has to be the first to reach the market. In order to allow innovation to be
implemented more quickly, companies operating in very fast markets do not follow a sequential innovation
process - requiring a step-by-step procedure - but rather use a synchronic process where a team works on
different modules of the project at the same time. 

Communication

Enthusiastic consumers also have a strong emotional link to the company’s
offer, which ideally becomes an important part of their lives. 

For products primarily addressing functional needs, this could also be
achieved by innovation that enables personal needs to be addressed

precisely. Consumers perceive the offer to be especially designed for them
and are consequently linked strongly to the company`s offer. Examples of

companies which have achieved Consumer Enthusiasm primarily through
innovation are Dell and Yahoo!, both operating in markets with predominantly functional needs.



«We don’t sell dreams, 
we just sell shoes»
(Nike’s advertising claim).
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However, in most cases, Communication is the key lever to becoming a part of consumers’ lives. There are
two ways of using communication to create Consumer Enthusiasm:

1 Building a strong emotional link

2 Personalising the relationship 

Both ways result in a higher personal involvement of the consumer with the company’s offer. In advanced
markets such as the UK, many retailers have already made significant efforts to achieve shopper satisfaction.
Tesco, for example, is now trying to go a step further by building an emotional link with consumers through
advertising. 

Some companies achieving a high-end ranking in Communication show that the best way to deal with
paradoxical consumers is to propose contradictory communication messages combining emotional values
with a high level of realism and functionality. An example is provided by Nike, which has succeeded in
becoming a global cult by turning its sport world into a myth and its testimonials into modern heroes whilst
claiming at the same time “we don’t sell dreams, we just sell shoes”.

The second way of using communication to achieve Consumer Enthusiasm is by building a long-term
personal relationship with consumers and thus causing them to identify with the company’s offer. This can be
achieved with individual communication rather than via the traditional communication media. Disney has been
a pioneer in this field, creating children’s clubs which make the children feel a part of the Disney world.

In order to establish a more direct relationship with consumers, it is essential to use integrated marketing
communication, combining traditional mass media with more target-specific media such as direct marketing,
event sponsorship or multimedia marketing activities. This enables the company both to surround the target
with consistent messages from different sources and to focus and customise the message more accurately.
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Information

To reach a high-end level in communication and innovation it is in some cases
essential to have top quality input from the company’s Information system. 

In particular, information provides essential support for:

- Innovation based on the anticipation of consumer needs

- Communication aimed at building personal relationships with consumers.

For the development of new products and services which anticipate consumer needs it is necessary to have
not only historical and current consumer and market data, but also forecasted data on market evolution and
forthcoming consumer trends. The trend scouting system, exploring the new tendencies in the most
advanced international scenes, allows Hennes & Mauritz to develop trendy collections in a comparatively
short time. 

Moreover, in order to guarantee excellent time-to-market for the new offer, the information has to provide real-
time input into the business process. For example in high-tech markets, where the innovation path is
particularly fast, online testing with pilot users enables companies to integrate the consumer information into
the development process without losing time waiting for classic consumer test results.

The input of information is also essential as a support for communication designed to build personal
relationships with consumers. Customised messages require detailed information on individual behaviour,
preferences and needs. Indistinct information about “the average consumer” and even about consumer
segments is no longer sufficient at this stage. Yahoo! has introduced personalised research tools which take
into account the preferences and the search patterns of the individual users (My Yahoo!).

Companies with a high-end ranking use both consumer research based on claimed needs and
methodologies permitting direct observation of consumer behaviour. The integration of these different
research tools allows the company to maximise the reliability of information provided to communication and
innovation processes.

Exhibit 42
Key strategic lever: Information
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In order to guarantee reliable, timely, personal and forecasted data, the information system requires major
changes at a high-end level. The information has to flow and multiply itself within the organisation (“train the
trainers” model). Employees using the data within the organisation have to be stimulated into applying
creative logic to the “redesign” of markets via new aggregations, or into defining new ways of looking at the
information available. This is particularly important in supporting the creativity of the innovation process.

Especially in companies where data about individual consumers is available, there is a risk of being
overwhelmed by the sheer quantity of information, thereby restricting the drawing of any conclusions relevant
to the business operations. Companies like Yahoo! have addressed this problem with automatic analysis,
provided by the system at the push of a button. At the same time, the company’s own surfers review and
improve the automatic data analysis in order to make sure that it suits the company’s needs 
and requirements.

Co-revolution

Co-Revolution implies the involvement of internal or external allies in the
management of a relevant part of the value chain, in order to achieve broader

growth opportunities at reduced costs for all partners. 

Exhibit 43
Key strategic lever: Co-revolution
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This sounds like a simple recipe. In reality, the difficulties of uniting different interests, different propensities to
work according to established rules, and violating the rule of company confidentiality has, until now, rather
limited the usage of this powerful key success factor in the FMCG industry. Generally it is the companies in
the more dynamic sport and entertainment industries which are increasingly leveraging the potential of Co-
Revolution. They have discovered what enormous “loudspeaker effects” can be achieved through systematic
cross-company initiatives.

Starting from the examples provided by the case studies of the best-in-class companies, Co-Revolution can
be observed at four levels:

- within the organisation

- with consumers

- with allies

- within the environment 

Co-Revolution within the organisation, at its high end, implies the motivation of the employees through total
involvement in the company evolution. The people working in the organisation are given an incentive to
provide a creative contribution to the company’s success and the company rewards them by creating the
opportunity to participate in its growth. Answers to consumer needs are better generated if the employees
are motivated and qualified. The result is the creation of an important way to guarantee that the whole
organisation consistently strives towards Consumer Enthusiasm.

Co-Revolution also implies an involvement of consumers within the organisation. Instead of being a passive
receiver, the consumer becomes a “prosumer”, taking an active role in the development of new products,
services and activities. At this level, the company changes its attitude towards the consumers, from “milking”
to “caring”. In an interview, Masatoshi Ito, Honorary Chairman of Seven-Eleven, says that he does not
consider himself as the number one in his company. On top of the Seven-Eleven organigramme, in fact, are
the consumers. The company transforms its profits into greater advantages for consumers, who reward the
company with higher purchase volumes and revenues.

Working together with allies is the next element of Co-Revolution. Partnership relations are established not
only along, but also across the value chain. At the high-end level, this kind of cooperation is symbiotic, being
necessary for the company’s future growth. Companies coming from the same or from different industries
work together to attain common objectives in strategic activities such as communication and innovation. By
mutually exchanging their experiences, they can eventually operate on a much larger base than any
companies standing alone. 

An example of success achieved by virtue of Co-Revolution with allies is provided by the NBA, which, after a
period of decline, has in recent years started to work together with global partners such as Nike or
McDonald’s. The goal is to maximise its presence in the mass media by means of cross-communication,
riding on the wave of global advertising campaigns. David J. Stern, the man who turned the NBA from a
collection of basketball teams into a real money machine, recognised the importance of a broad usage of
mass media to build the NBA brand in the global market. 

«He understands that he can’t do it alone.
He’s made sure he has alliances and      

relationships with other companies and 
countries to insure a robust spread of the brand»

(David Green, Senior Vice President, McDonald´s).
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The last element of Co-Revolution describes the necessity of collaboration to increase both the industry’s
appeal as a whole, as well as improving the perception of individual companies. Promoting a concerted
action to increase the industry’s appeal is normally the task of the industry leaders who will benefit most from
the industry’s growth, with the support of neutral organisations. 

How a concerted mass media mobilisation, integrating merchandising and below-the-line activities, can be
implemented with great success is demonstrated by the sports industry (e.g. Formula 1, NBA), TV networks
(e.g. Baywatch, Melrose Place) or Hollywood (e.g. Titanic, Star Wars).

These campaigns aim to link strong emotions to the consumption experience. Consumer research proves
that human emotions and human beings are what consumers find most fascinating: in other words, to really
fascinate consumers, it is necessary to build a human side into the offers’ image. The American milk industry
has recently promoted a successful advertising campaign revealing the tender, milky side of well-known
personalities. Similarly, single companies like IKEA and McDonald’s have used family-friendly concepts to
attract their family targets. 

“To create a lasting emotional tie with consumers, we use athletes repeatedly throughout their careers and
present them as whole people. So consumers feel that they know them” (Phil Knight, CEO, Nike) 

In order to gain consumers’ trust, adding a human side to the products and services cannot simply be a
“cosmetic” operation. It should also consistently involve the business operations of the company,
demonstrating the holistic dimension of its role in society. Successful companies like Seven-Eleven have
already achieved this stage. Ito Yokado´s corporate philosophy is simple, but revolutionary:

“Our sincere pledge to our customers...honesty and service. Our sincere pledge to our shareholders,
business associates and the community around us...honesty and cooperation. Our sincere pledge to our
employees...honesty and respect.”

«To create a lasting emotional tie with consumers, 
we use athletes repeatedly 

throughout their careers and present 
them as whole people. 

So consumers feel that 
they know them»

(Phil Knight, CEO, Nike) 
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The case studies described above illustrate the wide range of options in using the four key strategic levers.
Innovation is, for all the selected companies, the key to their success. The other levers are not in all cases at
the high-end level, suggesting that even at these companies there is room for improvement.

Consumer Enthusiasm builds on employee enthusiasm

Consumer Enthusiasm cannot be achieved without the total commitment of the whole organisation. The
company’s employees should not only “face the consumers” at all levels of the organisation, but they also have to
do their best to satisfy them. Consumer Enthusiasm and employee enthusiasm are therefore strongly interrelated.

Employee enthusiasm ensures that the company is strongly committed to delivering high quality solutions to
consumer demands and needs, while on the other hand, companies with highly satisfied, loyal customers are
rewarded with better results and a better company reputation. Successful results - both in terms of financial
performance and image - generally have a positive impact on employee motivation. 

Finally, healthy and highly reputable companies can attract the best people on the job market. High-quality
people operating in a dynamic, motivated corporate environment are a valuable asset and a necessary
condition for the generation of value for consumers.

But having good, motivated employees is not enough. A leader with a clear strategic vision, who is able to
inspire and motivate his people, also plays a key role in initiating the positive cycle of consumer and employee
enthusiasm.

«Good people want to do a good job,
you should just help them to do it»

(Tim Mason, Marketing Director, Tesco Stores)

Exhibit 44
Selected case studies demonstrate the spread of options available
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The analysis of best-in-class companies can provide some clues to understanding how this can be achieved.
Eight common characteristics of these organisations - operating at high-end levels of the four strategic levers
- have been identified.

Creativity

Breakthrough innovation which sets new rules can only take place in creative environments. Organisational
conditions which encourage the creativity of the employees are:

- flat organisational structures with low hierarchies and minimal bureaucracy.

- an open corporate culture, characterised by the ability to listen, to favour the exchange of ideas and to
encourage employee contributions, even if that means taking some risks. 

“I would like to think of myself as a great motivator, someone who can inspire others with self-
confidence..... I believe in minimal hierarchies . I live alongside my people ..... I think I have been able to
incorporate all the influences of the countries in which I have worked. This sort of melting pot is what I
really like to see, and that`s what we have got at adidas”. (Robert Louis-Dreyfus, CEO, Adidas) 

- integration of “creative minds” within the organisation. This means developing partnership relations with
advertising agencies, involving them in all phases of the projects, or even creating a new function within
the organisation, as Nike or Hennes & Mauritz have done.

- networks at the grass-roots levels. In order to pick up new stimuli and fresh ideas, systematic ways 
of obtaining information which stretch beyond the industry or regions where the company operates, 
have to be established. This can be done internally, or through external agencies acting as the 
company’s antennas. 

- partnerships with companies from different industries, combining complementary experience to break out
of the standard industry paradigms.

Exhibit 45
Eight key characteristics of high-end organisations can be identified, all building on
“Employee Enthusiasm”
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Interaction

In order to get closer to consumers and to establish direct and dynamic relationships with them, interactive
organisations have to be developed by building on several different aspects:

- advanced information technology - to collect and automatically process the huge amount of individual
data necessary in establishing interactive communication with the environment. At Dell, when a customer
calls in, sales representatives have the customer’s sales history available on-line and can advise 
him accordingly.

- customer interfaces within the organisation. A qualified “front line” of customer service staff is necessary to
provide a high quality reply to customer requests.

- advanced feedback mechanisms - to guarantee quick responses to customer requests and easy check-
out systems. This requires flexible and efficient manufacturing and logistics systems. 

- access to multimedia channels - to maximise possibilities and ease of contact. Dell, for example, accepts
orders transmitted by telephone, fax, Internet, mail and personal contacts.

Integration

Integration allows the closing of the gaps existing within the organisation, in order to optimise the use of the
company’s resources and know-how. Organisational prerequisites are:

- availability of IT tools, facilitating information sharing and optimising access to information (Internet and
Intranet).

- organisation in teams. The use of teams to manage specific projects facilitates the integration of the know-
how from different functions and the strengths of different individuals, while at the same time increasing
motivation by the direct involvement of each team member. Team members could also be external partners,
if their know-how is required. One of the turning points in EuroDisney’s success story was the creation of a
decentralised organisational structure with 220 independent teams called “Small Worlds”. The teams discuss
problem solutions, recruit new people and act as independent profit centres.

- corporate culture promoting informal communication. If top management devotes a substantial part of its
time to the people in the organisation, encouraging opportunities for informal meetings, there is a greater
likelihood of creating informal channels of communication across the entire company. To return to the
EuroDisney example, a large number of opportunities were created for informal meetings of the 220 team
leaders in order to improve communication and cooperation among the units.

“Just-in-time”

This characteristic is necessary to ensure that the company is the first in introducing innovations. The
organisational factors required are:

- advanced IT systems, ensuring that a continuous input of market and customer data can be obtained.

- flexible innovation processes, permitting the continuation of product development even during the
implementation phase. Flexible innovation processes are mostly applied by software companies operating
in rapidly changing environments. Compared to the sequential processes predominantly used by FMCG
manufacturers, a flexible innovation process permits the latest information on rapidly evolving technologies
and changing consumer needs to be incorporated at very short notice.

- integrating real or virtual pools of consumers in the company. Yahoo! verifies its new services first by
putting them on-line for internal use only, in order to receive quick feed-back from its internal surfers, then
it tests them on a panel of 30,000 voluntary users.

- teamwork, allowing things to be run in parallel and thus for time to be saved.

- introducing a time management function. As a result, a reduction of about 50% was achieved in the time
needed for the development of new products in a leading FMCG company.

- introducing time objectives for the key project milestones at company level and in the individual MBOs.
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Customisation

Customisation is necessary to build long-term personal relationships with consumers. Similar to the
requirements for interactivity, the enabling organisational factors are:

- a clear strategic vision, providing focus by identifying the core target groups to be served with
personalised solutions.

- advanced information technology, in order to collect and automatically process the huge amount of
individual data necessary to understand the consumer target and, through interaction, to define a
personalised answer to its needs.

- lean and flexible value chains, able to provide personalised solutions, whilst following standardised
processes. Dell, for example, customises its products by flexibly assembling standard modules. In
contrast, Levi’s had to suspend its “one size fits all” Internet offer, due to the inability of its rigid business
system to satisfy the massive consumer demand.

- a vertically integrated value chain, with direct sales and after sales services or, alternatively, with an
integrated network of strategic allies supporting the company in the final part of the chain. This is
necessary to guarantee quick delivery and check-out, bypassing intermediaries.

- rigorous controlling of process execution, in order to ensure that the focus on the core consumer target is
maintained and that no waste or delay occurs.

Symbiosis

Symbiotic companies consider themselves as a small part of a bigger environment and behave accordingly.
The enabling organisational factors are: 

- company vision. Symbiotic relationships within the environment do not create immediate direct returns.
Therefore it is impossible for profit-oriented organisations to move in this direction unless they are driven
by a vision inspired by top management.

- accounting with social costs in mind. This makes the company aware of environmental issues. The
likelihood that the company will act in an environmentally-friendly way obviously increases if a reduction of
social costs can be achieved which, in turn, reduces the company’s costs. This is the case for Otto
Versand, whose efficient logistics system enables it to keep transport costs down and to reduce
environmental pollution at the same time.

- inspired culture, whereby the employees feel personally involved in the company’s mission and they
sincerely share the values of the company. 
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Paradox

Paradoxical companies are able to combine seemingly contradictory dimensions. Key organisational
characteristics are:

- a flexible culture, making it possible to “dis-learn” and to review classic behaviours as a result of a new
interpretation of market reality and consumer needs.

- inspired leadership, driving the combination of “soft” factors with a professional consumer-driven business
approach. An example is provided by Seven-Eleven, whose new shop concept was inspired by
Masatoshi Ito’s intuition, but was refined with the help of profound and detailed consumer information.

Foresight

Far-sighted companies are the first to perceive and anticipate the future and thus to gain a leadership position
in the industry. Organisational characteristics are:

- global orientation. Given that media promote a swift transfer of trends to different regions of the globe,
companies which do not have a global outlook run the risk of discovering forthcoming trends too late

- consistent investment of resources in “future laboratories”: in the simplest cases, this is achieved by
setting up a trend monitoring function, observing the developments in the most advanced global scenes.
Yamaha established a “listening post” in London, where musicians could experiment with new
technologies designed to help make music. This provided Yamaha with feedback on new music
technologies from some of the most advanced customers in the world. Companies which are largely
dependent on new technologies have sophisticated “future laboratories” using scenario planning and
complex mathematical simulations to estimate technological, social, political and economic trends which
will have an impact on company operations (e.g. Siemens or Shell).

- “forecasting” culture: this implies a great degree of curiosity, creativity and intuition, combined with a
sound, facts-oriented approach to the analysis of new trends. Intuition alone can lead to unrealistic
conclusions and similarly, evaluations of facts alone cannot always help to understand the implications of
new trends.

- revolutionary and courageous management, enabling decisions to be taken which go against “sacred”
consumer rules.

«Our plan is to lead the public 
with new products rather than to ask 

the consumers what kinds of products they want.
The public does not know what it wants

but we do»
(Akio Morita, Honorary Chairman, Sony)
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For the Roadmap to Growth, a seven-step procedure has been developed. This
procedure will ensure that all conceivable options to increase the level of Consumer
Enthusiasm can be taken into account and that a tailor-made strategy can be defined.
This strategy is directed towards the specific requirements of the company or brand in
question and thus serves as a filter. A brief overview of the system and the contents of
the individual steps is provided on the next page.

4.4 Implementation steps
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Step 1: Measurement of consumer commitment
Prior to implementation, the degree of consumer commitment achieved by the company or brand should be
ascertained. The level of Consumer Enthusiasm measured provides an initial indication of the need for action
and forms the basis for the definition of the target value when formulating the strategy to be adopted (Step
5). The key questions are: 
• What is the present level of consumer commitment?
• How urgent is the need for action?

In order to measure the degree of consumer commitment, company-specific indicators may be used to
generate an initial yardstick. Whilst reference can be made to existing market research findings, indicators
could also be found in internal market research and consumer data such as penetration and retention rates,
or operative performance figures such as market share or inventory turnover. With the help of a scoring
model, which enables the creation of relevant classifications according to the level of consumer commitment,
individual results can be aggregated to produce an overall evaluation. 

On the basis of an assessment achieved in this way, it is possible to estimate the need for action from the
discrepancy between the current position and the maximum level (Consumer Enthusiasm). Hence, a
classification of “not satisfied” would indicate the necessity for fundamental repositioning, for a process
demanding long-term activity and massive resources.

Exhibit 46
The implementation should be carried out in 7 steps
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Step 2: Definition of current positioning
Next, the degree to which the needs of the consumers are currently being satisfied has to be ascertained.
The consumer matrix can be used as a strategic game board for finding new options. The key questions are:
• Which consumer needs are already covered?
• How are competitors and best-in-class companies acting?

The initial basis is provided by the consumer matrix structured according to the four fundamental orientations
and their respective needs, as described in Chapter 4.2. First of all, the scope of orientation must be
examined by a team of experts with regard to the completeness of the previously presented needs. Where
necessary, the scope of the examination must be extended or revised. 
In a second step, the current coverage of the individual areas is ascertained with the help of a standardised
list of items which, independent of the industry, describes the different needs. Expert interviews (both inside
and outside the company) and/or market research inquiries are also used to this effect. In order to identify
new potential and to permit a relative positioning of the company in question, it is recommended that
information should also be collected about the coverage given by relevant competitors, value chain partners
and best-in-class enterprises. 

Step 3: Scenario creation
In the next step, promising target positions in the consumer matrix have to be defined on the basis of distinct
rules. The key questions are:
• Which consumer needs are relevant?
• Which fundamental mechanisms have to be taken into consideration?

The development of possible target positioning scenarios represents the most creative step. Accordingly, the
definition of the different scenarios must be carried out free from any restrictions whatsoever. A conscious
disassociation from the industry itself and a reference to the list of general consumer needs ensure that the
scope of options will be kept as wide open as possible and that innovative approaches will be facilitated and
encouraged. The essential tool in helping to define possible target positions is represented by the “golden
rules” derived in Chapter 4.2:
- The fundamental prerequisite for an increase in the level of consumer commitment is the satisfaction of all

mainstream needs. This prerequisite must, therefore, be met as comprehensively as possible in all
scenarios.

- In order to distinguish itself from its competitors, a company must also occupy at least one corner of the
consumer matrix. In choosing the corners, it can be useful for a company to compare itself with relevant
competitors (which positions remain unoccupied or which positions are really a “must”) and also with its
value chain partners.

- To realise forceful “breakthrough” strategies, at least two corners of the matrix must be occupied at the
same time. The breakthrough is generally only achieved when apparently opposing needs are satisfied,
such as “thrill and fun” and “total cost”. It is especially these cases where careful observation of best-in-
class enterprises can be a great inspiration to creativity.
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Step 4: Scenario screening
Once the scenarios have been created, the relevant scenarios for the company or brand should be filtered
out by means of an initial assessment of potential. The key questions are:
• Which scenarios have a strategic fit with the company?
• Which scenarios are the most promising in terms of market potential?

Unlike the preceding steps, an initial assessment is now made by examining the scenarios in the practical
contexts of the industry in question and of the company itself. Evaluating the market is first of all a question of
quantifying, with the help of market research, the possible market potential for each field of need and,
secondly, to relate it to the existing and expected future competitive environment. In practice this requires a
considerable amount of time. The result is a listing of achievable sales potential and of risk assessments for
the respective scenarios. 

In addition, the scenarios must be examined with a view to their actual implementation in the company
concerned. The essential factors that have to be considered here are, among others, the corporate culture
and the experience and qualifications of the staff. With the help of an appropriate scoring model the individual
assessments per scenario can once again be aggregated and the scenarios can be submitted to a general
evaluation. From the total number of scenarios, a maximum of three to four should be filtered out as the most
appropriate for the definition of a specific strategy.

Step 5: Strategy definition
Next, concrete strategic options have to be developed on the basis of the scenarios filtered out in Step 4. 
The key questions are:
• What level of consumer commitment should be achieved? 
• Which strategic levers have to be selected and which resources are required?

The procedure itself can by divided into three sub-steps:
- Sub-step 1: Definition of the level of consumer commitment desired in the future. In this step the

company must once again testify to its willingness and also to its belief in its own ability to generate
Consumer Enthusiasm. 

- Sub-step 2: Targeted selection and tailor-made configuration of the key strategic levers; Innovation,
Information, Communication and Co-Revolution. The levers presented in Chapter 4.3 have different
degrees of relevance with respect to the different fundamental orientations and fields of need. So, for
example, it is Communication and Innovation and, to a certain extent, Co-Revolution that are the most
appropriate to satisfy the field of needs in the orientation towards “Trends + excitement”. Normally,
Information does not perform such a significant role. This means that a clear prioritisation of levers per
field of needs and fundamental orientation must be made. 
On this basis, the necessary levers and tools for the design of the individual steps in the future value chain
can be configured for each scenario, according to the consumer commitment target that has been set. In
order to increase consumer commitment in the long term, it is necessary to set very high targets.
Examples have been systematically laid out in Chapter 4.3. The prerequisite for this, however, is a
continual updating of knowledge concerning the relevant tools at the individual levels of the strategic
levers.

- Sub-step 3: Ascertainment and quantification of the necessary resources required for the individual
strategies.

Step 6: Strategy decision
Subsequently, the most promising strategy and the practical details of its implementation have to be chosen.
The key questions are:
• Which strategy allows the defined business targets to be achieved?
• Which implementation steps and time schedules are relevant?

A decision-making basis is achieved by drafting a detailed business plan for a period of at least three years. 
To do this, all previous commitments of resources, as well as all growth factors have to be taken into
consideration. The evaluation is made by using the usual investment and finance tools (e.g. net present value
comparison). Finally, detailed implementation planning must be drawn up for the selected strategy. This
includes, among other things, the definition of individual practical activities, the assignment of responsibilities
and the development of a time schedule with clearly defined milestones.
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Step 7: Controlling
Finally the implementation of the individual activities has to be ensured. The
fulfilment of the plan should be continuously monitored while the strategy should
be flexible enough to accommodate any changes in conditions (e.g. in the
consumer matrix). The key questions are:
• How can implementation be safeguarded?
• How can flexibility be maintained?

In order to ensure the implementation of the individual activities, the status of
these activities must be checked at regular intervals and the potentially critical activities have to be closely
monitored. The controlling of plan fulfilment primarily amounts to the regular collation of the business plan
with the likely actual results of the current year plus a detailed analysis of any major deviation. A regular “quick
check”, particularly of the consumer matrix (e.g. completeness of the needs ascertained) and the strategic
levers, will keep the strategy open for any necessary changes.

In trying to achieve higher consumer commitment levels, a company has at least three strategic options:
- Restructuring
- Optimisation
- Breakthrough

All three strategies can be developed and formulated with the help of the system
just described. Only ambitiously formulated breakthrough strategies really hold any
promise for the generation of genuine Consumer Enthusiasm.

Exhibit 47
There are at least 3 strategic options a company can adopt
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On the threshold of the new millennium a profound change is taking
place in the market. 

The FMCG industry is constantly losing share of wallet: on the one hand the 
disposable income is shrinking in many European countries, on the other hand emerging
categories - such as entertainment, sports, health & beauty - are gaining a share of
consumer expenditure.

The traditional marketing levers are no longer sufficient to generate growth. Consumers
are becoming more demanding, combining a more sceptical attitude towards brands
and an increased price sensitivity with a higher quest for quality and services. The
multiplication of communication media is fragmenting the audience and, therefore, the
battle for consumer attention is more and more difficult and expensive. Product cycles
are becoming faster: innovations quickly lose their novelty or are copied by competitors.

Conclusion and 
Executive Summary 
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Companies are facing the challenge of turning downward spirals into a long-term growth perspective.
However, in many cases, the internal potential for increasing effectiveness and ensuring long-term profitability
has already been exhausted.

Companies have to build stable assets to ensure growth and profit in the future. One key asset is the
consumer base. Companies which are successful in gaining their consumers’ confidence in the long term are
rewarded with increased profits and market value, as a number of studies have demonstrated. 

Three levels of consumer commitment can be defined: the first one, satisfaction, is achieved when the
company understands and fulfils the most important consumer expectations. But achieving consumer
satisfaction nowadays is hardly enough to enable a company to differentiate itself from competitors.
Consequently, leading FMCG companies have already started to focus on consumer loyalty. At this stage, on
top of meeting all the conditions for consumer satisfaction, the company must establish a continuous long-
term relationship between its offer and the consumer. Consumers develop a trust in the company (brand /
store). Some high-end organisations are going even further in trying to achieve Consumer Enthusiasm. Not
only do they meet all the requirements of the previous two levels, but they are also able to surprise their
consumers by anticipating or creating needs and desires. In many cases, consumers even become
“apostles”, enthusiastically promoting the company’s offer.

As a result, a new paradigm is required which focuses on achieving Consumer Enthusiasm externally, building
on and reinforcing employee enthusiasm internally. The future value of a company will no longer be measured
in terms of short-term profits, but in its ability to gain the highest levels of long-term consumer commitment.

The analysis of a number of selected best-in-class companies illustrates which key strategies they have used
to achieve Consumer Enthusiasm. On the basis of the case studies, of extensive research, and workshops
and interviews with leading companies inside and outside the FMCG industry, a “ Roadmap to Growth” has
been developed.

As a first step, companies have to develop a superior understanding of both articulated and unarticulated
needs and expectations, as well as the dynamics of values. It is only with this knowledge that companies will
be able to decide, from a solid basis, which positioning vis-à-vis the competition should be chosen and
which needs should be covered.



Four basic orientations, each one manifested in specific needs,
can be located in a consumer matrix:

- Orientation towards trends and excitement:
Consumers look for stimulation, expect variety and
experimentation. Consumption is a major component
of their lifestyle

- Orientation towards service and solutions: Consumers
expect practical solutions and international standards.
Speed, variety, interactive technologies, individual convenience and tailor-made
solutions are of major importance 

- Orientation towards sense and value: Consumers tend to adopt a post-
materialistic attitude, having a mature need for regeneration and a “return to the roots”.
They are interested in healthy, environmentally-friendly, long-lasting and authentic products

- Orientation towards price and performance: Consumers are enlightened, well informed and thus
mistrustful when buying products and services. Price consciousness and greater opportunity for
comparison lead to emancipated consumer behaviour

Key implications of the consumer matrix are: 

• in order to broaden his options, the “paradoxical consumer” demands the simultaneous satisfaction of
apparently contradictory needs

• two levels of needs can be identified: the basic needs are spread over larger groups of consumers, while
the specific needs, at the extremes of the matrix, are still the domain of smaller consumer segments or
even scenes

• today’s trend-tops are the mainstream behaviour of tomorrow

Companies striving to achieve Consumer Enthusiasm have to cover the basic needs - relevant to the large
masses - but also have to cover some extreme positions, thus enabling them to characterise and differentiate
their offer. This is clearly confirmed by the analysis of the positioning of best-in-class organisations.

The analysis of consumer needs provides orientation to create a vision for target positioning of the company’s
offer. As a next step, it is necessary to determine the strategies that must be leveraged to 
achieve this position. The best-in-class companies have used four key strategic levers to generate 
Consumer Enthusiasm:

- Innovation: to strive continuously for competitive differentiation and to surprise consumers by anticipating
and / or creating needs and desires

- Communication: to add emotional ties to functional offers and to create strong long-term relationships

- Information: to provide reliable and detailed consumer and market information to the business process
and to monitor future trends

- Co-Revolution: to work together on all levels within and across the value chain to multiply the
opportunities for growth

Innovation and Communication directly address the consumer, either through new offers and services, or
through an effort to change or improve perception. The two further strategic levers, Information and Co-
Revolution, have a more indirect role, enabling the organisation to achieve high-end levels in Communication
or Innovation or to broaden the scope of its activities.
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Each of the four strategic levers can be used at a basic, advanced or high-end level. The best-in-class
companies analysed all achieve a high-end level in Innovation and in at least one additional key strategic lever.

High-end levels in Innovation, Communication, Information and / or Co-Revolution require the total
commitment of the whole organisation. The employees must continuously strive to provide higher value to the
consumer. Consumer Enthusiasm, therefore, builds on employee enthusiasm. Loyal or enthusiastic
consumers reward the company with better results, both in finance and image, which subsequently have a
positive impact on employee motivation. Healthy and highly reputable companies can attract the best people
on the job market. Good, well motivated people are an essential asset in generating higher value for the
consumers and for the company.

Of the four strategic levers, Co-Revolution - involving consumers, employees, partners or even the social
community and the environment in the core activities of the company - is the newest one. It enables a
company to rethink the perspectives of its business, to achieve breakthrough innovation, to create the
conditions to maximise the emotional impact of its communication and to personalise its relationships 
with consumers.

Going beyond traditional definitions of ECR cooperations, Co-Revolution will be a major driving principle
underlying corporate strategy. Several aspects can be distinguished:

- Building strong relationships with consumers by direct contacts, integration in business systems,   and
feedback to management decisions. It is not a question of persuading the consumer to buy, but rather 
of stimulating and surprising consumers, ideally,  resulting in the company playing a substantial role in 
their lives.

- Building strong relationships with employees by the development of a common “spirit”, achieved through
the creation of conditions which are cooperative, open and conducive to innovation. Superior strategies
can only be engendered and implemented by the company’s employees: they design the business
processes, create the innovations and - in the eyes of the consumers - personally represent the company. 

- Looking for stable value-chain partners and identifying strategic allies. In this context, “cross-strategies”
are particularly important as they often provide completely new perspectives for the companies involved.
Thanks to their inherent innovative character, they act as catalysts in the generation of new qualities in 
the relationship.

In this environment, companies can no longer afford to adopt a passive, waiting role vis-à-vis sovereign
institutions. They must actively pursue their interests to counter any negative tendencies. Joint initiatives
aimed at creating a favourable environment have to be developed. Why, for example, does the FMCG
industry not sponsor a soap opera set in a supermarket? Considering the success of TV soaps such as
“Emergency Room” or “Alpha team” in reducing the negative feelings towards hospitals, there are clearly
many ways in which a more positive attitude towards food shopping can be engendered. 

By stimulating joint action between suppliers, distributors and retailers of all sizes, Consumer Enthusiasm can
be created and, as the FMCG industry has proven in its ECR initiative, it has nothing to fear from cross-
industry competition. 
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Disclaimer
The study in this publication is promoted by the members of ECR Europe and has been
made possible in particular thanks to the active support of those companies and
organisations which participated in the project work undertaken by the authors and
consultants, Roland Berger & Partners.

However, the ECR Europe member companies, participating companies or
organisations, individually or collectively, do not necessarily endorse every technique,
process or principle described herein. Neither the authors, nor any ECR Europe
member company or participating company or organisation individually or collectively
accept any responsibility or liability in connection with this publication or the techniques,
processes or principles mentioned in it. The material presented in the booklet is for
information only.
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