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The Power of a Great New Product:
How LeBron James Rescued the NBA Brand
by Alan Sharavsky

The big white Benz rolled into the parking lot of the 76ers front office.
Chrome runner boards, enameled hubcaps, smoked windows—it looked like the
car of a Mafia Don, or... a sports agent! "That's it!" | thought to myself. One of
the NBA's power brokers had come to swap cigar smoke and players with Sixers
management just before the 1992 trading deadline.

As the car door opened, | was surprised to see a Sixers player step out. | waived
and said, "Hello, Charles.” No, not Charles Barkley. The owner of the bling ride
was Charles Shackleford, a little-known and even less-talented forward bought
for a song from the Italian league.

From 1991 through 1995, | was marketing director for the Philadelphia 76ers. And
my struggle to promote an unworthy Shackleford and an unhappy Charles Barkley
was a harbinger of the future of the NBA. It would take a few years, but the whole
league would prove susceptible to the same problems any company faces as its
brands mature.

Uneven product quality (lousy players), poor customer service (bad player
behavior), and few exciting new products (no clear successor to Michael Jordan)
would plunge the league into a shooting slump.

From 1996 to 2002, average attendance per game dropped from 17,252 to
16,883. Multiply the difference across 30 teams—game after game, year after
year—and you realize that clearly the league had a serious incentive to re-groove
its jumper. And according to the NBA's Inside Hoops Web site, it has: "The NBA
finished the 2005-06 regular season with the highest average attendance in
history.... This year's average attendance of 17,558 fans per game bested the
2004-05 record of 17,314 fans per game and the 1995-96 average of 17,252."

How did the NBA overcome the 1999 retirement of Michael Jordan and a variety
of black eyes that might have doomed a lesser brand? It launched and supported
a new product—one by the name of LeBron James. From the second that James
entered the league in 2003, average attendance climbed.

The NBA's resurgence is a classic example of the power of a new product. But
we're getting ahead of ourselves; the story begins with the bad old days.........
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After Michael, Before Lebron: The NBA's Seven-Year Shooting Slump

Product marketers worry about shelf placement, adequate stock, and recalls.
Sport marketers worry about players acting out. From '97 to '04, the NBA gets
a personal foul for bad behavior, with some bad breaks mixed in:

e 1997. Guard Latrell Sprewell chokes Warriors' coach P.J. Carlesimo
during practice, and later begins swinging at him landing a glancing blow.

1998. The league's shining star, Michael Jordan, plays his last game
as a Chicago Bull, announcing his retirement three months later.

e 1999. NBA team owners lock out players for four months over a contract
dispute; the league then stages a shortened season.

e 2000. Jordan un-retires for a second time, joining the Washington Wizards,
and fans yawn.

e 2001. Jason Kidd, guard for the Phoenix Suns, confesses to hitting his wife
and is charged with domestic violence.

= 2003. Kobe Bryant, Jordan's potential successor, is accused of raping a
Colorado hotel worker.

e 2004. Indiana Pacers forward Ron Artest storms into the stands, going
after a bellicose spectator; a 15-minute scrum breaks out between
players and fans. Pacers forward Jermaine O'Neal sucker punches fan
Charles Haddad, who is carried off the court on a stretcher. Bill Walton,
the former NBA great who called the game for NBC, intoned, "This is a
low moment in NBA history."

And yet, at the same "low moment,” league revenues were on the rise! The "Air"
apparent to MJ had landed in Cleveland. At 6' 8", 240 pounds, James had the power
of Karl Malone, the scoring potential of Jordan, and an engaging smile and
personality all his own.

He was the "innovation" that the NBA needed—a solid citizen with game. Instantly,
the Cavaliers experienced what ESPN entitled "The LeBron Effect.”

During the 2003-2004 season, an average of 18,287 fans per game
packed into Cleveland's Quicken Arena to see James—nearly 7,000
more fans per game than the season before. The 59% season-to-
season increase was the largest in NBA history for a team that didn't
change venues. The effect spread across the rest of the league, too:
attendance at Cavaliers away games rose from 16,087 to 18,730,
more than a 16% increase. Continued....
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A one-year wonder? Hardly. Midway through James's rookie year, Forbes ran a
financial projection on him, predicting that in seven years the Cavaliers and his
sponsoring sneaker, trading-card, and soft-drink companies will have paid the
power forward over $200 million. That's a serious investment in new product
development and marketing—and it's a steal! Assuming no injuries or publicity
missteps, Forbes estimated, James would generate $2 billion in revenues for
his team and all his sponsors in the same time period. And he's well on his
way.

In 2002 BL (Before LeBron), Forbes valued the Cavaliers at $222 million. In
2004, just four months into his second season, the Cavs' value jumped to $298
million. Last year, the team was rated the ninth most valuable team in the
NBA, at $356 million. What brand that wouldn't take a +60% increase (+$134
million) to its net worth in two-and-a-half years?

Clearly, the coaching return of Pat Riley, and his popular Miami Heat's winning
the NBA championship, attracted fans and helped fatten the league’s bottom
line. And the moving story of Alonzo Mourning returning to the game following
kidney transplant surgery certainly helped focus more national attention on an
increasingly popular team.

But it's the LeBron Effect that has NBA Commissioner David Stern smiling
again; he's a great new product that will hit three-pointers for years to come.

Lessons Learned

New products can reinvigorate brands and alter consumer perception more
easily than making old products look new. Sure, the NBA cranked up the spin
machine after each negative event. In fact, it has recently invoked a dress
code to improve brand identity. But in the end, you may be better off
launching a new killer app than spending too much time and money re-gilding
the lily. Consumers love truly "new" products.

Place your bets wisely. Every player entering the league is a "new product.”
But before you pull out all the stops, know what you‘re promoting. Understand
what's new and different about your product, where it fits into your portfolio,
and what it means to your target audience. Then make people aware of it.

Test small. Then bet all. The NBA allowed its franchises to "test-market" James
while watching to see how he fared in each city. In essence, they were playing
with house money just until LeBron proved bankable. When the numbers
confirmed the hypothesis, league PR kicked in big time, landing James on
nﬁtional talk shows and magazine covers everywhere. He is now The Next Big
Thing.

Don't be afraid to expand your brand. Once you have a hot
property, you'd be amazed how far you can take your brand
equity. For example, no serious Cavs fan can be without her
own set of "The LeBrons"—four plastic cartoon characters
described on the Cavs Web site as an "urban vinyl figure set.”
Now just $279!




Rich Consumer Insights Can Drive Growth,
Getting Them is the Challenge
Guest Author:

Marketers talk-up a storm about the importance of “identifying key consumer
insights”, and no wonder. Finding and acting on the right insight can transform
a business. Just look at how three companies applied them to fuel growth:

Yoplait found a way to make nutrition kid-friendly with Go-
Gurt, all from understanding that children like to play with

— their food. In a bigger-is-better world, SONY figured out
that smallness and portability were desirable in electronics,
and built a huge business around that platform. And of
course there’s Starbucks, who created a new experiential
retailing category recognizing that people want not “just a
cup of coffee”, but also a relaxing and comfortable
environment in which to enjoy it.

With so much potential at stake, it’'s only natural for companies to want their
research to yield strong, business-relevant insights. Yet, a limiting factor in the
process is often the very person or firm hired to implement the research. Twenty-
five years ago when qualitative research blossomed into its own industry,
practitioners were hired largely on being good communicators, trained listeners or
“people persons”. Today however, business managers have a clear understanding
of the basics of their brands. What they really need are researchers who are also
“business people”, experienced in using their research output to make strategic and
tactical decisions.

To improve their research insights, a Fortune 500 company recently decided to train
their R&D department in qualitative research techniques. They decided instead of
working through external partners, their in-house researchers would interact directly
with consumers gathering insights. Their hope was that combining the researchers’
business acumen with the research first hand would lead to more actionable and
therefore relevant insights.

To accomplish this, we developed a training program based on extensive research of
effective methodologies and tactics. Interestingly, the research led not only to a
great training program, but also to some revealing insights about market research
itself.

The “research on research” program began by identifying what
practices drive the best insights. There are three critical
factors that contribute to the process:

1. Who does the research
2. What the work looks like (research design and techniques)
3. The “blending” of multiple research methodologies

Continued.....
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It’s normal for clients to focus on the “how” of an assignment, developing the
research design. But the “who” is just as important and has changed over time.
Many of today’s moderators are former brand managers and directors, people with
line experience. Having walked in a client’s shoes, some are especially adept at
culling consumer behaviors and attitudes, and translating them into business
opportunities.

On the flip side, some researchers repeat what they’re familiar with, returning to
only four or five tools that usually cluster around specific techniques (e.g. sorting,
storytelling, free association, laddering, etc.). And yet, there are more than 80
different qualitative techniques that researchers can draw on. Each serves its own
purpose by fulfilling specific research objectives under a unique set of circumstances.
Since most business challenges come with a unique set of circumstances, all
relevant options should be considered when developing research methodology,
versus a favored few.

We then found that when a variety of techniques are “blended” to address a
problem, the effect often-times is 1 + 1 = 3, with cost savings as a bonus. For
example, let’s say a brand has been losing market share, and the goal is to learn
why. Standard operating procedure would be to commission a few sets of focus
groups in a couple of cities to identify and explore the change in purchase behavior.
However, a wiser course might be to combine two qualitative techniques.

The brand might be better served by starting
with a few shop-alongs in each city to first
identify the subject matter to be explored along
with some ”informational nuggets” to be used as
discussion starting points. This would allow
them to host fewer focus groups. By bringing
together these two techniques, the company
would gain stronger insights, while reducing
costs. Name one CEO who wouldn’t take that

to the bottom line in a heartbeat.

In other words, to develop insights you can implement, probe like a
researcher, and act like a businessperson - all at the same time.
And when you design your research, avoid technique bias, and don’t
be afraid to combine different kinds of qualitative research. The
result could be the one big insight that leads your business to the
Promised Land.
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@ WHOLE-BRAIN Product Solutions

Specializing in equity expansion and innovation opportunities,
we leverage left-brain strategy with right-brain creativity
in the development of your product pipeline.

New product development requires left-brainers. Strategists who evaluate
business opportunities, assess brand equities, and chart the path forward.
Logical and data driven, they play by the numbers and keep the project
charging toward the bottom-line.

New product development requires right-brainers too. Free thinkers searching
for sparks, they transform insight into excitement imagining where brands and
technologies can go. They think differently, without the restrictions of rules or
regulations.

Why not benefit from both sides? WHOLE-BRAIN integrates each perspective
through-out the new product process from beginning to end. Fortune 500
business leaders and seasoned creatives working side by side insuring your new
product opportunities are as ground-breaking and relevant as they are profitable.

To help you get there, typical WHOLE-BRAIN deliverables include:

e Equity Definition & Planning e Technology Development
e Consumer & Category Exploratories < Product Concepts & Briefs

Our goal? To help you identify and develop the next “Big Thing”. We offer three
core programs to assist clients in extending their product pipelines through equity
expansion and innovation. They include:

 FutureQuest; Defines a brand’s product opportunities beyond a 12-
month horizon. FutureQuest considers macro trends, brand equity &
elasticity, and consumer behavior to identify long-term growth strategies.

< New Product Sprint; A program based on brand equity, target audience,
and potential technologies; “Sprint” delivers new products to launch in
the near-term. This program has been completed in just 16 weeks.

= Concept Construction; Balances left-brain “will it work” pragmatism with
right-brain imagination in concept development. The result? Strong concept
scores based on clearly defined product ideas and positionings which can be
effectively developed and easily communicated to consumers.

Review Case Studies at www.wbbe.biz




