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Case 6-6
Coca-Cola Co. (B)

Mary Misnick is not & pat-you-on-the-back kind of
boss. She beads marketing, strategy, and innovation at
Coca-Cola Co., and il ever there was a company that
does not deserve pats on the back, Coke is it “I'tend
1o b guite discontented i general” she told investors
last December. "It will never be: fast enough or soon
enough or good snough”

Minmick: is blunt. Bhe's also worldly and smart,
with an acerbic sense of humior. She can be charming
whenshe s not being stern. Inher first year in the siewly
expanded post, she has been 4 shoek 1o the selerdtic
complacency that has marked Coke Tor the past decade,
“There was a culture of politeness and consensus and
talking wround an issue, rather than taking it headon ™
she save I Coke emplovess are upset by the change,
1ot bad: *“That's one thing I won't work on”

Minnick: 46, advocates 3 stratepy that would have
been feresy 1o lependary ex-Chiel Executive Roberto
Golzuets and the old, Warren E. Buffett-backed board.
They tumed the company into oneof the worlds
preeminent blue chips in the 1980s and "90s by focus-
ing squsrely on soda. To Minnick, growth means more
than sinply boosting sales of Coca-Cola Classic. And
innovation - involves miore - than repackaging - exist
ing beverages in slightly different favors. Minnick
is exploring new products as far afield as beauty and
health care. 1T she accomplishes even half of what's on
ter drawing bodard, she'll usher in the greatest flowering
of creativity in the company's history. And should her
plan succeed, she conld end up ¢ro, if not at Coke then

almost certainly elsewhere {Target Corp. has already
put heron its board): Bither way, Coke will endiupa
dramatically different company.

Coca-Cola is an American fcon, yet it 18 i danger
of slipping into irrelevance. Consumers are flocking to
a new breed of coffees, juices, and teas—all Categorics
where Coke has historically been weak: For the Tongest
time, Coke seemed in denial; more fixated on reversing
the stagnation in soda than investing in the aliernative
beverapes that consumers were clamoring for: Archrival
PepsiCo Ine. has eclipsed It in many imporiant ways,
including stock performance; earnings prowih talent
development, aad buzz. Even though Cora-Cola still
racks up wiore annual profit than Pepst, Pepst now
hag & market valog; $103 billion, virtually equal
Coke's. Just 10 years apo, Coke was three times bigger
{(Exhibit 1). i
 Now, Coke is &t 4 turning point. On the one hand,
it 35 il the most valuable brand 0 history, sooond-
ing 1o consultancy Interbrand, which messures how
much @ company’s brand drives its sales and profiss.
On the othier hand. the value of the Coke brand has
dectined 20% since 1999, 1o 367 billion; aceording W
Interbrand. That’s one of the lergest percentage drops
of any multinational during that period. The challenge
of reversing this trend, “of making Coke more excit-
ing, innovative, and relevant. falls largely on Mingicks
shoulders: The marketing dynamio has helped bring
& new sense of urgency fo everything, from how the
company advertises (one of het first moves was replac-
ing Coke’s lead agency, Berlin Cameron & Partners)
to how it develops new drinks, “She did not look io
me like the other leaders at Coca-Cola. She looked like
someore T would have met at Ge” says Jeff DeGraff,

EXHIBIT 1
Investors: Switching to Pepsi?
Pepsi has higher revende 2nd steadier proll growth than Doke, Snd s rarket valod now virhially matchas s archrival
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& University of Michigan business professor whe has
vinsulivd for Cole

Minnick's top priceity bas boen Juip-siarting Colies
product developient. Under ber leadership, Coke has
beer unusually prolific, Jeenching more than 1000 iew
deinds oF tew variations of existiog brands worldwide
it the past 12 mosthy, incliding o new ralecoriented
diet deink called Cova-Cols Loro g wall as a0 brisk.
selling coffee-flavored vols walled Cote-Colas Blak.
B Minnick kiows thit, i the long o new favors
arud brand exiensions won't be sopugh to make Coke
& growth comipany again Soowith the solid bucking of
Coir B Meville Tadell 1o whom she reporis, Minsdek is
pushing o arsform Coke from g seda-centrle organi-
zation that was long content o offer “me-tou” products
i emerging categories 1o one on the cliting edgi of
consumer trends,

Ab s privae, mid-May meeting of Cokes op 200
Plobal marketers in Tstanbul, Minnick bmpdored hee
froogs o stop thinking i erms of existing deink Gt
wporiee and to stert thinking broudly sbout why people
consume beverages i the first place: The poals 1o poine
o marker with products thatsatisfy those seeds before
the competition. To that end, Mirnick loves w ik
about what she congiders the 10 privasl “need stapes”
that consumers have, incloding “hunper and digestion,”
“miental renewal,” and “health and beaute™ Croating
drinks that meet cach of those need staes may wean
tventing entire pew cagories. Toagine deisks, for
exarple, that are fouified with vitaniins or nutrients
and provide women the seme benofits 28 a facdal sorub
Ot pold Creanmy,

oo the futare, Minniok says, the winners will be the
beverape pompanis that devdlop breakduvugh prod-
oty thay, wiors o len: thay mol, cross o raditionsd
bavisrape catepories—just s Red Bull did whes
singlohandedly crested the energy drink depment,
“Like Heary Ford said, 1010 aslied the consumer what
ey wasted eyt Tivve siid & faster Bonse, " ahp told
Bor staff in latandul,

T be sure, some ol whats curvently emerping flom
Coke are cateh-up products that Toally glve Lo eninde
into some hot caregories. The Atlania behemoth just
lmurchid d e bottled toa culled Gold Peak, and In
gorting months 011 wovell & premiun colfee deink
Heensed fom chooslatier Godiva To compete with
bottled Frappuccinos sold by Pepsl I u venture with
Stirbucks. And Uoke ds using neow gackaging 1o holy
rélmvent some of Heoolder brands, inctuding the Rap-
ship Cova-Cola Classio. Barlier this venr, the company
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began rolling out sleek, shumivon designer Coke bot
ted with elehed, glow-inte-drel graphios, forsele ini
tiadly o 6 few doren aighiclubs arbnnd e world. The
hiope 15 that the desipngs will inprove the 120-vear-uld
brand s imape with trendsetiors,

Big Ambitions

But these are sisall victories, aod Minnick koows (hat;
At the Istanbol conference, the morning after a foel
good opering spesth, she gave ey staffers b oold-water
wakéup call s the form of s vupped murketing erithque,
Shie wak reptd-fire, spealdng guickly but clearly foma
dais 1 her 200 toops: “1 don’t think we've natled the
dletund Tight categorios. 1 think our consumer insights
are oo superficlel” she said, “We need 1o reline the
Fanta vision. U ot 1 be more than “Fana fon”
didn’t prow ey fast a8 4 could et year”

Such frank appraisale are vistuge Minrdck. She
iy b brusgue, b her staflers sav that ae g veteran
of Coke; Minmck has the cloutand politieal savey o
ke sure tangs happen: Coke ¥ chel creative ditector,
Bather Leg, niotes that while song provions chiel s
Reting officess steugsled 1 got Coke's ohunity maniag-
ars to adopt 3 new global sd snpaign, wWith Minnicks
backing she had no trouble petting buy-in for the new
*Coke Side of Life” campaign, "L ooudd not have done
a global carnpaien before 8ary)” says Les

Minnick's bipger ambitions, Hthey take hold would
utlerly redefine Cocailolas Ioage a8 o purveyor of
supar-laden funk thar you. shouldn't plve your kids,
Based on prolotypes that Busingss Week saw instanbul;
ook for Tnutraceutioal vergdong of Diet Coke, ot fuw
Julves deslgned 10 help wormin with sl care, welght
nnagereat, snd dexifcation. 1o the past year, Coke
v Linehiod 18 clindeal teials v s the health hepefits
of different new ingredients that it hopes to use in futarg
deinks. [ Japen, Minsioks Toroer stomping grounds,
Lol is aiveady selling some of these very prodacts,
Asone of Minnick's top Hewdnsnds, Penny Mulotvre,
sulel marketing stafors ar the Istanbul sumemit “It% not
Far mwiy that vt ondy can o feel berler but you tan
ook betfer thrpuph healthy beverages, We are goinip w
sravisform our beverapes and along the way, transform
the company”

Thatsa stirving vision, but one fraught with chal-
lenges. For one, drinks that make health clabmy could
reguite government approval AR ovir blager chiallenge
iy be winning sipport from e company'’y vas net-
work of indesendent boulers. Rather than dumping
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finished product on the bottlers, as her predecessors
did, she's engaping theri 88 products are being von-
ceived o ensure thelr input and cooperation. “There
are a lot of bortlers who realize now that it’s innovate ot

i, savs Ron Wilson, president of a large Coke bottler
in Philadelphia,

Minniek’s role as corporate agitator may appear sur-
prising, given that she's a Coke lifer. But she was push-
ing “non-carb” beverages—Coke parlance for anything
that isn't @ carbonated soft drink—back when doing
§o wak career sulcide. Not colncidéntally, perhaps, she
mude her name far from Atlanta headquarters. As head
of operations in Japan and; in tme, all of Agia, she sold
wanned coffees, tens, and vitamin drinks in-cultures
where soda is an acquired taste.

While Minnick gels plenty of attention these days,
she doesa't necessarily crave the spotlight. Minnick
grew up in viral Nova, Olio; & town so small it had
e stoplight and just one stop sigre From the dge of
13, she spent summers working on ber fathers golf
conirsd mowing fairways; raking sand traps; and Bip-
ping burgers in the clubbouse: Minnick helped pay ber
wity through Bowling Green State University in the late
"70s by shinging hash i the student cafeteria, (“There
Lam teving wolook cool for this'oute guy when I'm
weating 8 hairnet and an orange polyester uniform,”
shie faughs sy

She sarned an vig from Duke University in 1983,
and started her carcer on the bottom rung of the Coke
ladder, as o sales rep in 18 fountain division. “My job
was figlring out how to sell more beverages to a hot
dog chain in Minngapolis in January, driving a car with
150,000 miles on it, living in'a one-bedroom apartment
imva horrible part of Atlanta; and questioning the mean-
ingof life" she recalls:

“Wolf Sweat”

Minnick did well encugh 1o earn & promotion o
Cale's vaunted marketing department. In time she con-
vinced management to et ber lead o new team being
formed 1o develop new drinks 10 counter emerging
non-carb rivais such ag Saapple and Gatorade, which
Wwere starting to steal customers from Coke's soft deink
businesy Given Coles soeda-centric calture, it was s
{onely vigil. When Minsick and her team developed &
cleas beverdpe called Nordic Mist totake o a new rival
drink called Clearly Canadian, some semor Coke exees
devisively referred toitas " Woll Sweat” Says Minnick:
“Yowealked into s senlor muanggers office in [Cokes]
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North America [division]-—and T-won't tell vou who,
bt he was very senior—and he said, "Mary, every cuse
of Powerade and Nordic Mist 'put on the truck, Thave
to take & case of Coke off. That doesn’t pay off." ™

Similarly, when Minaick's team ereated Fraitopia
to take on Snapple; bottlers balked af the expensive
glass bottles and its more expensive brewing process:
Against Minnick’s wishes, management buckled, order-
ing & switch to plastic bottles and the same “eold G117
process used to miake soda. Those two changes served
to cheapen the product in the eves of consamers and,
with gales faltering; Coke eventually pulled Failtopla
from the U8, market.

Over thoe, fiphting battles apainst recaloitrant sen-
ioF executives who didn't se¢ a futurs outside of sodi
came af & cost to Minnick. “One of the seaior managers
of the company said o me, "You've pushed too hard,
you've slienated evervone in North America your pas-

‘sion for non-carbs has potten in the way of what's right

for Coke, and nobody wants to work with-you any-
more,” " she ramembers. Dejected, Minnick took the
tsarand applied o law schosl

But her spund and vesourcefilness hadn’t gone
unnoticed by Sergio Zyman; who had returied 1o Coke
101993 a5 head of marketing. He persuaded herosiay
and provide marketing support 1o Coke's Asian opera-
tions, By 1997, Minnick found hersell being shipped
oversess to run the company’s South Pacific group,
vovering Indonesia, Australia, New Zealand, and all of
the Pacific Islands,

Almost immediately, the Aslan economic erisis crip-
pled the region and Coke’s business there. With cusren-
cles plunging ‘and violence rising, Coke's Indonestan
bottler pleaded with Minnick to simply shut down
aperations in that country until after the crisis passed.
But Minnick réfused, opting to ride vut the storny gven
though that meant evacuating Coke employees on two
different occasions during ensuing riots. The company
emerged from the crisis even stronger. “It was & great
sutcess story. We got credit from the [public] for stay-
ing." she says.

Proving Ground

Az her reward, in early 2000 Minnick was named 1o
head up all operations in Japan, which had historically
gencrated 20% of Coke's profit until a slump in the latg
*90s: Minnick’s full-frontal management didn 't setwell
with the Japanese male staffers at Coke's local bead-
quariers in Tokyo; some of whoimn cormiplained privately
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in letters to then-cEo Douglas N. Daft in hopes of hav- While Minnick was helping get Asia back on track,
ing Minnick reassigned. Daft’s response to the instiga-  all was not well with the rest of Coke (Exhibit 2). It
tors; “This woman will be there longer than you. She  had overinvested in some emerging markets, and soft
has my full support™ Still, Minnick now admits that  drink sales had fattened. Daft (who is on the board of
she had to dial back because bottlers already had begun ~ The McGraw-Hill Companies, BusinessWeek’s parent)
swapping “Mary Minnick stories.” “I think 1 started to ~ resigned in 2004 under pressure from the board, which
temper my management style in Japan,” she acknowl- brought in [sdell. From the moment he arrived, lsdell
edges. “Because of the culture, you have to learn  preached the need for Coke to become more aggressive
patience and a certain sense of decorum. They don't in selling alternative beverages. He spent an additional
appreciate anger and displays of emotion.” She slashed  $400 million a year to boost marketing and fund new
operating costs, invested in state-of-the-art vending  product development. And as he held a series of man-
machines popular with Japanese teens, and after two agement retreats to lay out his vision, he became so
years of flat-to-declining revenues, sales began to impressed with Minnick’s intellect that he approached
grow between 2% and 4% a year. That earned Minnick  her on a Friday morning in May, 2005, to become head
another promotion in 2002, to head up all of Coke's  of marketing.
Asian operations, ) P i

Japan was a crucial period for Minnick. It was the Plan, Plan, Plan
first real test of her leadership ability. And it was the
place where she realized the full potential of non-carb  She turned him down on the spot. *I had spent 10 years
drinks, which are now a fundamental part of her turna- living in Asia, and I loved it—the people, the culture,
round plan for all of Coke. In most of the company’s  the way of living.” But Isdell persisted in a second
markets, Coke Classic is the cash cow. But in Japan, the ~ meeting that same day. After she spent a weekend
company generates the bulk of its profits, surprisingly,  soul-searching, Minnick’s boyfriend, Simon Cooper,
from canned coffees and 200 or so eclectic products ~ who owns a fly-fishing tour service in Britain, encour-
like Real Gold, a hangover cure sold in a small bot-  aged her to take the job and “give it a year” Minnick
tle, and Love Body, a tea marketed to calorie-counting  relented, but only after Isdell assured her of his full
women (a_nd which contains an i_ngfedjen[ that some b&{:k]ﬁg to overhaul Coke's marker.ing. Minnick knew
Japanese believe increases bust size). Coke’s marketing  all too well that Coke had talked the talk about innova-
team in Japan knew how to ride the trends, introducing  tion but little had really happened.
as many as 100 new pnrgduc‘ts 4 year, some with a life Onee back in the U.S., Minnick didn't bother Lﬁgl‘&—
expectancy gfjus[ a few months. Thanks to constant riating herself with her staff. First, she Iabonuusly
data reports from 7-Eleven stores, “we knew within the  analyzed Coke's performance over each of the past

first four weeks if we were going to be in trouble or 10 years and produced a “look in the mirror” report that
not.” she recalls. assessed the company’s marketing moves, both good

sl Coming Up Flat

Sales of soda—Coke's signature product—have been stagnant as
new beverage categories have captured consumers' attention
ENERGY DRINKS 64.9

I rc:0v-T0-DRINK COFFEE 13.8%
I srors oRinks 12.6%

PERCENT AVERAGE
I sovrico wateR 9,75 b
[ reaoy-To-DRINK TEA 1.8% 2000-2005

| sooa 0.a%

Daka: Bewrage Markeling Gorp. of Niw York, Busvessitieg
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and bad, during that period. She brought in manage-
ment gurus like Ram Charan and Michigan's DeGraff.
Recalls DeGrafl: “When 1 got to Coke, they liked to
draw up PowerPoint slides, and they liked to plan, plan,
plan, They were very slow.”

In what must have been a humbling act for a com-
pany that had been considered one of the preeminent
growth machines during Goizueta’s glorious reign,
Minnick dispatched top aides to companies like British
Petroleum, Apple Computer, and Kraft to study how
those companies approached innovation. “We asked
ourselves, ‘How can we do it in an Apple way? [t's the
way they did it in a *Think Different” way.” By contrast,
too much of what passed for innovation at Coke over
the years had been incremental line extensions that
too often didn’t really move the needle. “You ended up
having a single flavor change—a key lime Fanta—and
no! transformational innovation,” she says.

Culture of Candor

Coke's genteel Southern ways meant managers talked
around problems, but Minnick tried to instill a culture
of accountability in the marketing department and with
the company’s ad agencies. Minnick doesn’t apologize.
“Historically, we had a culture where putting the hard
issue on the table made some people uncomfortable,”
she says. Some former Coke marketing executives
praise Minnick for raising the bar. “It's a company full
of belongers with not enough performers,” says Zyman,
who served two stints as chief marketing officer during
the 1980s and '90s. “She has been right to try to shake
things up” (Exhibit 3).

EXHIBIT 3
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One of the first things that Minnick shook up was
advertising. Over the decades, Coke was known for
creating some of the greatest ads ever. A 1971 com-
mercial jingle, ['d Like to Teach the World to Sing,
became a peace anthem during the Vietnam War
But since the late "90s, Coke ads have been mostly
forgettable, Within days of taking the job, Minnick
began killing ads left and right, including one somber,
European ad that showed angry teens clanging Coke
bottles against light posts as they stormed the streets
and gathered at a cliff. Before it was over, Minnick
fired Coke’s lead agency, Berlin Cameron & Pari-
ners, and initiated an agency “shootout™ that led to
the selection of Portland (Ore.)-based Wieden +
Kennedy, the masterminds behind Nike Ine's “Just
Do It” campaign. Agency President Dan Wieden, who
had handled small assignments for Coke for nearly a
decade, admits that he took the new assipnment with
some trepidation. “The layers of bureaucracy at Coke
prevented you from doing good work., They had a
huge reliance on [focus group] testing. And people
would make decisions based not on what was in front
of them, but would try to second-guess what people
above them might think ™

But Minnick's new team, led by creative dirge-
tor Lee, gave Wieden carte blanche. The result, the
“Coke Side of Life” campaign unveiled earlier this
year, was hailed by ad critics like Chicago Sun-Times
columnist Lewis Lazare, who credited the spots with
putting Coke advertising “gloriously back on track.”
Katie Bayne, a senior vice-president who oversees
Coca-Cola trademark products, notes that four of the
new comimercials, including one where a young male

Mary’s Makeover

How she's overhauling Coke's marketing machine

Anticipate the Retool

Don't Fear

Engage
Partners

Coke's independent bottlers
have long resisted the
company's efforts to launch
niche brands, refusing to carry
some new products that they
deemed low volume. So Minnick

Tired Brands

The cost of launching a new
brand can be prohibitively
expensive. So while Coke is
crealing some new brands, It is
also repositioning existing ones
in categories where it's behind.
In the U5, Coke dusted off the  has been bringing its bottlers
Tab brand to create an energy  into the decision-making

drink for women, and i's using Emnam 1o get their inpul—and,
the Sprite name for a new oke hopes, get them on
energy beverage in France, board—trom the oulset.

Failure

Goke has 2 history of planning
and then planning some more—
with the result that many new
products never made it out of the
lab. But as head of a Coke in
Japan, Minnick perlected the
art of putting new drinks oul on
the cheap and then using quick
leedback from retailers to
determing which new drinks
were resonating with consumers.

Customer

Goke has always thought in terms
of traditional :I):inl-c categories like
colz or juice. In the past,
Innovation meant incremental ling
extensions such as new flavors.
But Minnick wants Coke's
marketers to think more creatively
aboul consumers' needs. That has
led Coke to consider creating
drinks that cater to, for example,
the desive to feel healthy.




repeatediy stealy sips from a soda fountain while the
clerkisn't looking, ranked among the highesi-scoring
Coke commercials ever in independent consumer
testing. Thats good news, but people who work for
Minnick know better than to bask in the momentary
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lory: “She’s not one toocelebrate” savs Leg “We
don’t spend a-lot of tme talking shoutwhy something
is good.”
Source: Dear Foust, “Queen of Pop” Business Wik, Sugust 7,
2006, 44-53,

Case 6-7
Keurig Inc

A Wednesday afternoon in Pebruary 2003 found Keurig
{sses president and ceo Nick Lazaris heading south og
{ntersimie B9 back toward his Wakefield, Massachusetis,
office and mulling over the day’s events in preparation
for a briefing with his senior management feam {see
Exhibit Lon page 572) He realized that the next two
weeks would be critical 1o the success of the comps~
ay's newsst product initiative in the singlé-cup coffee
muarket: Lazaris had just weapped up & preséntation 16
the Green Mountain Coffee Roasters Ine. (oMo mins
apement teany, one of the company’s stratepic partners
anid ax investor i it business. While reviewing the
company’s progress toward the launchof i innovative
coffee-browing system inlo the at-home conswmer mar-
ket onvicn bad asked Keurig 1o reconsider its decision
1o use & different version of the coffee portion pack,
known as a K-Cup, & the consumer market. In making
s request, omer: had offered @ number of compelling
reasons for using the existing commercial portion pack
i both channels,

Ashe drove, Lazaris passed a new Starbucks and
reflected on how gourmet coffechouses had helped
pave the way for Keurig’s single-serve brewing sys-
ten. The proliferation of soft drinks since the 1960s
had capsed coffee to lose its place as 2 central com-
ponent of secial patherings, spurting & precipitous
drop fn-coffee: Consumption w an all-time low of
6.1 pounds per capita in the mid-1990s from a peak
of 165 pounds pet capita in the wid-1940s." The
entrance of gourmet coffechouses had
the market, developing & distinct subeulture of cof~
fee drinkess and educating younges consumers about
great traditional coffees agwell as espresso and milk-
based gpecialty beverages: As u résult, by 2003 an
Tunited Staves Department of Agriculture,

Source: Elizabeth L Anderson, Keurig 8t Home: Managing &

New Product Launch, Kellogg School of Management,

January 27, 2008, Onestime permission 1o reproduce granted
by Kellogg Schoul of $anagement.

estimated twenty million Americany were drinking
pourmet coffes on a daily basis

Keurig's launch of @ singlescup brewing syster in
the office goffee service market in the late 1990s bad
benefited from coffee drinkers” increasing sophistica-
tion, Office emplovees could appreciate the greater
variety, freshiness, and convenience derived front the
ability {0 brew & single cup of coffee on demand.
Office managers repopnized the advantages garnerid
from less coffee waste, increased smplovee productive
iryand decrensed hassle associated with tending the
coffec machine.

February 2003 found Keurig poised 1o lavnch i
new model BI00 system in the at-home segment with
hopes of repeating its success i a much farger but
more competitive market. With rumors ol other single-
cup competitors ready o enter the market, Lavaris
knew Reurig needed to move giickly in order do
obtain its desired positioning in the emerging single-
cup consumer market. Revisiting the decision o pro-
ceed with & two-K-Cup stratepy had the potential to
derail the company’s launch efforns and demanded
rapid attention by Lazaris and the sénior management
team. Reevaluation of the K-Cup decision would also
force them to rethink other elements of thelr product
plans; including pricing and marketing, With less than
six months until the September latnch; time was of
the essence:

The Company and Its Products

Keurig tiic. had been founded 1o develop an innovative
technique that would allow coffee lovers 1o brew one
perfect cup of coffee at s time. Beginning with the com-
pany’s nception in 1992, the word “Keurig” from the
Duteh word for excellence; had been the guiding prin-
ciple behind the development of its products and servs
ices: The company leveraged investiments from vintlre
capital funds 1o transforn its concept for 2 siaglescup
brewing systes into 8 commercially viable business
with the development and patenting of 4 sinple-portion
pack and a revolutionary new voffee brewer The fisst
brewer targeting the office colfee service market, the




