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THE KRISPY KREME BRAND

Krispy Kreme. Just say the name and think of the images it con​jures up: airy doughnuts served warm, the retro logo, nostalgic-looking shops, the sweet sugary smell, and the color of the Krispy Kreme employee uniforms. This isn’t a psychological test; it’s a closer examination of the impact a brand has on you and other consumers. For some people, it’s the smell of fresh-baked doughnuts. For others, it’s a reaction to the flashing neon “Hot Dough​nuts Now” sign or the feeling they get when they walk into the shop. For still others, it’s the simple pleasure of pulling a warm doughnut out of the bag—instead of a cold one.

   It’s no accident that Krispy Kreme has built a huge reputation— and a significant amount of its brand awareness and loyalty— on its signature warm glazed doughnut. “You can eat them hot,” says Stan Parker, Krispy Kreme’s senior vice president of mar​keting. “That’s a huge branding asset for us.” But Krispy Kreme doesn’t just roll out the warm doughnuts and leave them on a rack to sell themselves. “We look at every touch point with con​sumers as an opportunity to brand,” says Parker, which includes everything from the neon sign to the retro shops.

Today’s Krispy Kreme marketers know the value of brand equity—but so did company founder Vernon Rudolph. He kept his recipe for glazed, yeast-raised doughnuts a secret but gave his customers the opportunity to buy the doughnuts hot. They became loyal Krispy Kreme lovers just as their children and grandchildren are today. Wherever Krispy Kreme fans travel, they know the “Hot Doughnuts Now” sign means that the Hot Original Glazed doughnuts are currently being made. And although they can’t get the secret recipe, they can actually see the doughnuts emerge from the doughnut machine through the “doughnut theater”—a window inside the shop that allows viewers to watch the process. Who could possibly resist a dozen of these treats after seeing them made fresh? Joseph “Mac” MacAleer Jr., former CEO of the company and current franchisee, observes that these hot, fresh doughnuts are the central topic of the thou​sands of e-mails Krispy Kreme receives from consumers. “In the minds of our customers, that is the essence of what Krispy Kreme is about as a brand,” he notes. “There’s no question these people have done a masterful job at creat​ing a mindset of an unusually tasty product,” says Neil Morgan, assistant professor of marketing at the University of North Carolina, near where Krispy Kreme is headquar​tered. “They set out to create a brand mythology~ and they’ve been remarkably successful.”

Even the fact that there isn’t a Krispy Kreme shop on every corner is a strategy that helps strengthen the brand. “We’re convenient, but not common​place, and we want to keep it that say,” explains Eric Sigurdson, a Canadian who owns several franchises in Illinois and Missouri. Professional industry analysts agree. “You have to go out of your way to get them, and it has kind of developed a mystique about it,” explains Len Kubas, a retail consultant in Canada. Still, Krispy Kreme marketers want their product to continue to reach new customers. In addition to opening new stores around the country, in Canada, and overseas, the com​pany sends its Krispy Kreme mobile store—contained entirely inside a custom-designed, 18-wheel truck—on the road. The mobile store can produce up to 1,200 of the original glazed doughnuts in an hour, serves additional varieties, and offers coffee, cold drinks, and even a selection of collectibles for the diehards. The truck appears at state fairs and other events to help develop brand awareness—and, of course, serve those con​sumers who already can’t live without their Krispy Kremes.

Although many people are aware of the Krispy Kreme sig​nature Hot Original Glazed doughnut, they may not be aware that each store actually produces 25 varieties of doughnuts, plus specialty or seasonal items such as the caramel-apple doughnut for a limited time during autumn. Since it’s pretty hard to down a dozen doughnuts without something to quench the thirst, Krispy Kreme also sells both cold and hot beverages. A few years ago, Krispy Kreme acquired Digital Java. But coffee is not going to upstage the doughnut any time soon.

PRICING

Back to the single doughnut. If you—or more likely your great-grandparents—had bought one of the original Krispy Kreme doughnuts from Vernon Rudolph back in 1937, you could have bought a dozen for 25 cents. Almost 80 years later, the average price a customer pays for a single doughnut is about 70 cents. With a dozen doughnuts going for $5.29, a purchase of this quantity would reduce the per-unit price to - about 44 cents. And Krispy Kreme lovers in some locations report local prices as low as 60 cents, with a dozen going for $4.50. But even at today’s prices, most consumers see Krispy Kreme as a good value, especially when compared with alternatives like gourmet cookies that can run more than a dollar each. “Our doughnuts are an affordable indulgence,” explains Krispy Kreme CEO Scott Livengood. “Instead of buying an expensive dessert, people can just buy a doughnut for less than a dollar.” In addition, loyal consumers expect the highest quality—and get it—when they purchase Krispy Kreme products, which keeps them from drifting to slightly less expensive competitors. And Krispy Kreme’s reputation for quality precedes it entry into new markets. “Our customers’ expectations are higher than ever,” says Stan Parker, senior vice president of marketing. “They’ve heard so much about us, and when we arrive [in a new market], we have to execute flawlessly.”

DISTRIBUTION

Although the Krispy Kreme distribution strategy is based primarily on its retail and wholesale operations, the company has recently been exploring other channels. Recognizing that college students are doughnut lovers, the company has already begun to open stores both on and near campuses such as UCLA and the University of Nevada at Reno. Through an agreement with ASUCLA Catering, UCLA students can get their doughnuts on campus at the Cafe Synapse. Or they can phone in orders for their Krispv Kremes and single-serve coffee carafes. At UCLA employees attend special Krispy Kreme training in order to maintain quality. “Managers and employees [go] to Krispy Kreme Training School to learn the history of the Krispy Kreme doughnut and to learn the proper serving techniques,” notes Dave Nirenberg, associate director of UCLA restaurants. At the University of Nevada at Reno, students buy their doughnuts at a nearby Krispy Kreme shop equipped with tables on which to spread out their books for studying.

In addition, Krispy Kreme has a long history of distributing doughnuts at select grocery stores and convenience stores. Fifty Loaf ‘N Jug convenience stores in Pueblo and Colorado Springs, Colorado, receive dozens of doughnuts every morn​ing, well in time for rush-hour commuters. The doughnuts are made at the Krispy Kreme outlet in Colorado Springs between 1:00 and 4:00 each morning and then trucked to the Loaf ‘N Jug shops. Supermarket chain Kroger, which owns Loaf’N Jug, also receives the doughnuts at some of its stores. In Ann Arbor, Michigan—home to the University of Michigan—Kroger mar​kets have replaced their own in-house pastries with Krispy Kremes.

Then there’s the Krispy Kreme mobile unit—a rolling Krispy Kreme store housed in a 78,000-pound, 18-wheel truck that can go anywhere, anytime. The truck shows up at all kinds of public events, from state fairs to the homecomings of mili​tary personnel. Paired with the truck is a chase vehicle-​equipped, of course, with Krispy Kreme collectibles.
Questions

1. Describe all the ways you can think of in which Krispy Kreme develops a strong brand identity for its products. (4)
2. Krispy Kreme uses a dual distribution strategy to reach its target markets.  a) What are the channels the company uses to get its products to the public?  b) What other channels not mentioned in the case could they consider? Explain your choice. (points 4)
3. Product, price, promotion and distribution strategy should support a brand’s positioning. A) What is the positioning of Krispy Kreme? B) How does Krispy Kreme’s pricing strategy support its positioning?  (points 4)
4. Describe the elements of an integrated marketing communication campaign that you may heard in the class lectures, seen on video or you have considered for your own group project.  In about 150 - 200 words, briefly, but clearly explain what aspects of the campaign were integrated? (points 4)
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