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Th e Lin k  Bet w een  I den t i t y  an d  Gr ow t h
By Ken Roberts

Corporate growth is among today's most discussed business topics. Who has it? Who does it
r ight? How do the best  com panies growÑ and cont inue growing? But  as you will see from  the
following exam ples, growth is hardly new to businessÑ nor to the readers of Sense. The
business tenets set  forth in these vignet tes from  earlier issues of Sense prove that  som e
ideas are as relevant  today as they were 30 years ago.

Having built  it s reputat ion in office com put ing, Hewlet t -Packard launched a line of hom e PCs 
in 1994. Som e considered it  a daring m ove, but  m arket  tests confirm ed that  consum ers 
thought  highly of the Hewlet t -Packard brand. "Without  having the com puters them selves on 
the shelves, we were already viewed as a leader in com puter products sold at  retail,"  HP 
execut ive Webb McKinney told Fortune m agazine. Within m onths, Hewlet t -Packard's Pavilion 
PCs had soared to fifth place in the crowded hom e PC m arket .

Ex h ib i t  1 :

There are m any lessons to be drawn here;  perhaps the m ost  im portant  is the powerful 
im pact  of brand and corporate ident ity on a com pany's growth. " I  think [ the Pavilion 
com puter]  is a great  product ,"  Mr. McKinney said. " I  don't  want  to denigrate it .  But  it  was 
the brand."

To be sure, the link between ident ity and m arketplace success is hardly news. I t  has long
been known that  a st rong, posit ive ident ity can dr ive higher profits, healthier m arket  shares
and greater com pet it iveness. But  unt il recent ly, it s specific im pact  on growth has been less
evidentÑ possibly because the value of growth has not  been fully appreciated.

But  in 1994, Oliver Wym an reported a dram at ic shift  in the m indset  of business leaders.
Following a decade of econom izing, downsizing and rest ructur ing, they were turning their
attention back to growth. There was increasing awareness that cost-cutting is not a strategy
for growthÑ that  "you cannot  shr ink to greatness,"  as Dwight  L. Gertz and Jo‹ o P. A.
Bapt ista write in Grow to Be Great :  Breaking the Down-sizing Cycle (The Free Press, October
1995) .

Gr ow t h :  n o t  f o r  sm al l  com p an ies on ly
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Moreover, senior managers in large, mature industries were acknowledging that growth is not 
the exclusive province of sm all and m id-size com panies, or of "growing" indust r ies such as 
health care and technology. I n an Oliver Wym an survey of 280 chief execut ives, 94 percent  
rated growth a top pr ior ity. "A growing num ber of execut ives feel they have followed the 
st rategies of shr inkage as far as they can go,"write Gertz and Bapt ista. "The reign of the 
cost -cut ters is over."

While there are many avenues to sustained growth, brand and corporate identity 
m anagem ent  const itutes an especially powerful st im ulus for it .  For starters, deft  and 
innovative brand identity management can shift customer behavior and increase customer 
com m itm ent  to a com pany's products and services. What  m akes brand m anagem ent  so 
im portant  today? Sim ply that  brands are potent  catalysts for growth, especially when it  is no 
longer possible to rely on m acroeconom ics. As recent ly as a decade ago, worldwide econom ic 
growth rates approached 20 percent, so that even indifferently managed companies could 
bum ble into success. But  with today's slowing growth rates, com panies m ust  increasingly 
look to new markets, new products and brand extensions to achieve the growth that once 
would have com e so m uch easier.

Ex h ib i t  2 :

Brands signal information to key stakeholders, including customers, shareholders and the
investm ent  com m unity. Their  overall object ive is to create brand equityÑ the power to shift
demand and change customer behavior. I n a marketplace grown crowded with store brands,
off-brands, generics and new brands, the abilit y of a powerful brand to convey its m essage
instantaneously and clearly becomes increasingly valuable.

Brand equity or iginates in brand im ageÑ the collect ive associat ions consum ers m ake to a
brand, such as the brand's name, logo, and their personal experience with the brand and
their  percept ions about  it .  But , not  all are relevant  to brand equityÑ only those with the
power to change behavior. The key to successful brand st rategy is the abilit y to capitalize on
the dr ivers of brand equity and their  abilit y to achieve profitable growth. Brand st rategy
development is driven by practical business decisionsÑcan I extend my brand to new
categories? How do I manage the merger or acquisition of brands?Ñand focuses on
improving overall business performance.

The divergent  fortunes of two autom obiles m ade by the sam e m anufacturer offer an 
unintended study of the power of brand st rategy to alter behavior. Since 1989, both the 
Toyota Corolla and the Geo Prizm  have been m ade by New United Motor Manufactur ing I nc. 
(NUMMI ) , a joint  venture of General Motors and Toyota. While the two cars are vir tual twins, 
the Corolla has had consistent ly st ronger sales despite a higher pr ice. How com e? "The 
st rength of Toyota's brand allowed it  to charge m ore,"  says The Econom ist . "Buyers thought  
a Toyota would be superior to a GM car in the sam e class, and so happily paid m ore."

The effect  of brand st rategy on profit  and growth is st r ik ing. While both cars cost  the sam e
to m akeÑ about  $10,300Ñ Toyota sold 200,000 Corollas to dealers at  $11,000 each, while GM
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managed to move only 80,000 Geo Prizms at  $10,700 between 1990 and 1994, The
Econom ist  notes. The result :  "Toyota m ade $128 m illion m ore than GM in operat ing profits
from  NUMMI , while it s dealers m ade $107 m illion m ore than those of GM from  the plant 's
products."

Ex h ib i t  3 :

Gr ow t h  t h r ou g h  cu st om er  f r an ch ise m an ag em en t

Am ong the lessons to be gleaned from  the Corolla-Prizm  phenom enon is that  changing
customer behavior has never been more important. Where product quality was once the
ult im ate end, the paradigm  has shifted. "Today, the custom er is the ult im ate unit  of value,"
says Mercer's Eric Almquist. "CustomersÑnot products or real estate or databasesÑare the
t rue asset  of any com pany and the source of it s revenues and profits."

But  not  all custom er relat ionships are created equal. One of the m ost  prom ising pathways to
growth today is "custom er franchise m anagem ent"Ñ the care and feeding of only those
customers who are most valuable and responsive to a company's products and marketing
init iat ives. Custom er franchise m anagem ent , says Mr. Alm quist , "can be the basis for
sustainable business growth." A case in point: McDonalds.

When you look at  McDonalds' advert ising, the m ini-playgrounds, the airy, clean rest room s 
and the dearth of pay phones and video gam es, you realize they are select ively target ing 
fam ilies with children, says Mr. Alm quist . "There are no incent ives for teenagers to hang 
out ."

Th e v iew  f r om  W al l  St r eet

Adroit  m anagem ent  of brand and corporate ident it ies can also st im ulate investor interestÑ a
decided advantage when a com pany is launching an init ial public offer ing, issuing debt  or
looking to be acquired. A 1994 survey conducted by Fortune m agazine and Yankelovich
Partners found that  com panies with glowing reputat ions were m ore likely to at t ract  investors
and enjoyed a price/earnings ratio that averaged four points higher than their less-esteemed
competitors.

I n 1994, Eli Lilly and Com pany spun off several units in it s Medical Devices Division to form  
a new public com pany. Although these businesses were leaders in their  respect ive m arkets, 
Wall St reet  ident if ied them  closely with the Lilly nam e. What  the new ent it y needed was a 
com pelling, unified ident it y of it s own.

Lippincot t  was retained to develop a global ident ity program  for the new com pany, built  
around the nam e Guidant  and encom passing a logo, corporate colors, a visual system  and 
graphic ident ity guidelines. All were designed to project  an im age of innovat ion, st rength, 
qualit y and stabilit y. For Guidant 's init ial public offer ing, we developed an ident ity 
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int roduct ion plan and assisted in coordinat ing the various communicat ions resources required 
to launch the program .

The Guidant  I PO was highly successful. Today, this $931 m illion public com pany enjoys a 
strong presence independent of Lilly, projecting strengths that have registered well among 
investors, as well as em ployees and custom ers.


