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			Preface

			The odds were not in my favor. But that’s what makes it such a good story.

			The world knows Godiva because of me.

			I took Godiva to the top of the jet-set world of high-end chocolates, stopping at nothing to remain number one.

			I was enticed to manage an even bigger Belgian brand, Leonidas Chocolate, enabling me to fulfill the master plan of owning my own company, KC Chocolatier.

			If someone had predicted I’d have a galaxy of stars as customers, I would have said they have the wrong Brad Yater.

			Everyone will see a bit of themselves in me, because we all love chocolate…and money.

		

	
		
			Chapter 1

			Deposit All the Money in My Bank Account

			I made it my destiny to create a global brand. I am the only American in history to have managed all three of Belgium’s three biggest luxury chocolate brands—Godiva, Leonidas, and KC Chocolatier. The story that follows in Chocolate Covered Money reveals how that happened to me of all people.

			I love retailing, and I love chocolates, so this book is intended as a tell-all about my impact on marketing as it shapes brands. Anyone who wants to know what working in the chocolate business is like will see behind the curtain. Good marketing is, in fact, the secret sauce, not just good chocolate.

			I’ve always had a sweet tooth. Even as a youngster, dessert was my favorite part of the meal. As a young boy, I remember spending my entire allowance buying penny candy at the candy counter of Bloomingdale’s. As soon as I was old enough to pick out teacher’s gifts, I always selected an assorted box of chocolates because that’s what I would have wanted to receive as a present.

			Growing up, I became fascinated by money. For some reason the subject of money mattered to me, at an age when other kids were worried about their favorite sports teams’ scores. I vaguely sensed that whatever it meant to be financially successful required being a businessman working at a company.

			I decided to major in business at college, attending Rollins College in Winter Park, Florida. That is where this story begins, as a chain of events sent me down the path to working with—and eventually for—Godiva Chocolate.

			Upon graduating with an MBA in 1984, I joined the management training program at Federated Department Stores without knowing where I would be assigned upon completing the three-month retail training course. Retail historians will remember the 1980s as the golden age of department stores. During that era, Federated had recruited heavy hitters to run the various nameplates. I had an opportunity to work alongside and get to know industry veterans including Howard Socol, who went on to become CEO of Barneys, and David Scheiner, the future President of Jordan Marsh and Macy’s.

			When, to my pleasant surprise, an opening came up in Miami at the end of summer, I gladly counted my lucky stars and accepted. I was assigned to work in the housewares and gourmet food buying office, sourcing inventory for twenty-seven locations in the Florida divisions of Burdines and Bloomingdale’s, all along the East Coast. In that role, I had a million-dollar annual budget to stock the branch stores. Federated carried Godiva Chocolate products, and my job was to make the relationship profitable. I instinctively considered Godiva to be a “diamond-in-the-rough” that could be polished for everyone’s enjoyment.

			My first order of business was to figure out how chocolate could become a year-round business. The problem was that previous buyers had turned a full-time job into a part-time job. Chocolate shipments came in decorated for Christmas, Valentine’s Day, and Easter. Stores displayed Godiva on temporary fixturing placed in the middle of the marble aisle walkways. The rest of the year, the temporary fixturing used for Godiva displays was taken down. While other products we carried, such as cookies, cakes, and dried fruits and nuts, seemed best suited for major holidays, chocolates performed well as a day-in-day-out merchandise category.

			Whether it was Burdines or Godiva that was mismanaged, or a little of both, I brought the parties together, and immediately things began to change. Soon, I was organizing a regional roll out. It is very hard now, thinking back, to imagine a time when Godiva wasn’t everywhere. In 1984, Burdines only had refrigerated candy counters at the main store in Dadeland. Since chocolate must be displayed in a chilled display case, due to the fact that the air conditioning in department stores turns off at night, individual chocolates sold by the piece were not available at the branches. Federated did not yet have refrigerated trucks, and there was no cool room at the warehouse. How could we put together a program to get our best seller into all doors for sale year-round? Apparently, none of my predecessors had thought to call Godiva and ask for their ideas on accomplishing statewide distribution.

			My first introduction to Godiva was when my Godiva account executive, Brandy, who was Godiva’s point person handling Florida, showed up at my fifth-floor office in the downtown Miami store at 22 East Flagler Street with high energy and a sparkling, effervescent personality. Brandy was dressed professionally in a two-piece navy-blue suit. I later found out Godiva’s sales force was all female, and their “look” was exactly this: very corporate but with a little sex appeal thrown in, somewhat reminiscent of Lady Godiva herself.

			Before the meeting could begin, I had to ask about the other thing I noticed. “Why are you carrying around a big white cardboard carton that has a handle on it?” I asked.

			Brandy explained, “It’s a standard-issue Godiva sample case, and all the Godiva reps carry them.” It was Godiva’s version of a briefcase, one filled with truffles for me to taste and packaging samples for me to see.

			We discussed my vision for what had to happen next. I described to Brandy a system that we could put in place in partnership, revolutionizing Godiva’s distribution and exploding both parties’ profits. I wanted a new style of Godiva display case that would allow customers to reach in and help themselves to pre-packed boxes of chocolates. Gone would be the days of a salesclerk behind the counter hand packing each box of chocolate for customers. That was too low volume. I expected Godiva to pack the boxes and ribbon them at the factory, shipping gifts ready to display on branded self-service fixtures.

			In order to transport the chocolate to the stores, I overhauled Godiva’s logistics. By switching to third-party delivery services, Godiva could ship directly to each branch store using two-to-three-day shipping by air. Godiva would build shipping costs into the wholesale price. (Both parties agreed that we could increase Godiva’s retail price to customers to cover the added cost of shipping.) I budgeted a first-year commitment, totaling a few-hundred-thousand-dollars guarantee. On that basis, Godiva was willing to pay for the purchase and installation of new self-service refrigerated chocolate counters.

			By the end of my second year in the buying office, Federated was Godiva’s number one wholesale account in the US. We purchased over $1 million worth of chocolate at cost and sold it for over $2 million at retail, earning a $1 million gross margin equaling fifty points. Federated then rolled out similar programs at other divisions, such as Bullock’s in Los Angeles, Rich’s in Atlanta, and Lazarus in Ohio.

			Finding ways to sell more chocolate at Burdines also meant I was increasing Godiva’s sales. At first, I did not see the long-term significance of what I was doing, but soon the unexpected happened in the form of a retail bankruptcy: Federated declared Chapter 11 in 1987 for the first of many times.

			Brandy called me. “What are you going to do?” she asked. “Well, my paycheck bounced, so that’s not a good sign,” I confided. Brandy later told me she had relayed our conversation all the way up to the shareholders’ representative in Brussels.

			The next week I received a call from Godiva’s owners, a secretive brother-sister duo. The family had acquired Godiva as a growth play. The shareholders were not interested in merely sustaining the company; they wanted to grow the company significantly. Both were aware of my reputation as a cheerleader for the Belgian chocolate industry. It was made clear that neither was directly involved in daily management, but in this case, they asked for what they called a “knowledge transfer.”

			I could pitch to the shareholders everything I thought Godiva could do to position itself as a leading global brand, how much I estimated it would cost, and what the returns would be. The details could fill another book, but for purposes of getting to what happened next, we met outside Philadelphia at a hotel in Conshohocken, near the Godiva factory. (Godiva Chocolates that were sold in the US were manufactured in Philadelphia. Godiva Chocolates sold in Europe were made in Brussels.)

			For this special occasion, I wore a white double-breasted blazer by Christian Dior with dark slacks, a taupe shirt and matching tie, and Prada shoes. On the way, I stopped at my safe deposit box to get out the good jewelry, a Rolex watch and Mont Blanc pen, so that I would be taken seriously when meeting Godiva’s majority shareholders.

			The brother was tall and athletic with an outgoing personality, and he carried himself with an air of East Coast country club good manners and congeniality. The sister was from horse country, exquisitely coiffed, and could have easily been mistaken for a mid-western housewife rather than a person on Forbes top-ten wealthiest list, as they both were. I found out they were both Americans; she lived outside of Tampa, and he lived in Philadelphia.

			Here just the three of us sat in a hospitality suite on a cold winter day, with snow swirling around the plate glass windows, sipping tea and making introductions. He locked his eyes on me as if to drive home the point that I had the floor and had better not have called a meeting that would turn out to be a waste of his time. She cocked her head and tried to form a slight smile through tightly pursed lips, a nonchalant signal silently daring me not to fumble. I knew I had to speak directly and with no ambiguity. There was no way I could risk them leaving the room without understanding the power of my formula.

			I used the opportunity to describe in broad strokes what they would get if they paid for my services.

			Wasting no time for chit chat, I dove right in, describing my master plan for building their asset into a global behemoth.

			“Start opening Godiva stores,” I began, “control the retail environment, take charge of the brand experience, and depend less on third parties for retail points of sale. If I had a budget of $20 million and twenty people, we would develop, launch, and build Godiva boutiques. We will license out the name to make products like liquor and ice cream, develop brand extensions such as coffee, hot chocolate, and cookies, and expand overseas.” They both nodded, not saying anything. “Your valuation will be $1 billion,” was my closing remark. They looked at each other and said, “Let’s work out a deal.”

			Within a weekend, from Friday afternoon to the following Monday morning, I went from being a buyer of chocolate to selling chocolate. I worked for Godiva for the next thirteen years as an executive in the North American division, taking the firm’s sales from $50 million to $350 million in that time. While I was not a founder of Godiva, I was the first generation of outside leadership the family investors brought in to lead the company.

			I set about building a brand—not just selling chocolate—which requires two different skill sets. Eventually I moved to Los Angeles because California is the epicenter of the luxury chocolate industry in the US. This made it easier for me to attract the top marketing team in the retail world at the time. Short term, I set about selling chocolate by focusing on marketing to gain market share and increase profits.

			Long term, what I had in mind, as a person who thinks big, was to make Godiva a household name on every continent. Building the brand took precedence over getting involved in the minutiae of competing with other chocolatiers to come out with whatever new trend was hot at the moment. Godiva under my direction would stay the course as an aspirational luxury brand positioned at the top of the category. If competitors raised their price point, I increased Godiva prices even more.

			I believe what is meant by the term “corporate culture” is that companies are formed and influenced by the mindset of the personalities that run them. Ultimately the saying, “there are more chocoholics than alcoholics” proved true, because the G-rated nature of multi-generational appeal helped make not only the Godiva brand but the entire chocolate category the monster it is today. I don’t know if I could have pulled off this phenomenon marketing dill pickles.

			Ultimately a business is only a hobby if it does not make money. “With volume comes profit,” is my mantra because I stop at nothing to increase volume. Look at it any way you want—some people refer to being a “category killer,” others call it “product development” or “industry disruption”—but as sales figures increase, bottom line net profit materializes, even at poorly run operations or inexperienced startups. I have the confidence to use investors’ capital to implement my business plan in order to provide sizable returns to shareholders. Making a profit needs to be the goal of starting or running a business, otherwise people need to ask themselves what their motivation is for putting in the time and effort.

			Over the next decade through the 1980s and 1990s, I proceeded to take the mystery out of marketing. Godiva was the perfect seasonal business to test different ways to market. Christmas came and went, Valentine’s came and went, and then Easter came and went—every year. Each sales cycle had a finite marketing budget. Tracking measurable results was easy because we took inventory. I would know within six weeks how well each season’s marketing efforts worked. Once I had each season’s formula down, it was just a matter of “rinse and repeat.”

			Godiva’s US store count peaked at 250 boutiques. The shareholders earned $10 million a year while implementing my business plan. As a Fortune 500 company publicly traded on the New York Stock Exchange, Godiva’s share price hit $67 and split several times as IPOs were offered for other divisions that were spun off (Vlasic Pickles: 1998) and sold (Mrs. Paul’s: 1996).

			Godiva is now a household name on every continent. A lot happened along the way, and there are some fascinating business lessons to relate. Most people who meet me ask what was the best part of working at Godiva. I answer by saying “Godiva made me realize that you can never have enough money,” because what I learned early on at Godiva is that the more money a company earns, the more it is able to accomplish for its people. This book is about making sure your business makes enough to take care of you.

		

	
		
			Chapter 2

			Use It or Lose It

			My business plans form the foundation for very recognizable companies. First, I position products to have widespread appeal. Then, I give the brand its own personality as the first step towards writing a business plan as a “brand bible.” From there, I structure the process for monetizing the everlasting cultural appeal of what is to become a brand beloved for its personality.

			I re-positioned Godiva from what it had been, one of many foreign chocolate companies competing for shelf space, to what it became under my direction, the leader in super-premium “gifts in good taste.” That specifically meant two things: I priced Godiva above all other chocolates, and I emphasized recognizable packaging to make Godiva giftable. In other words, my job was to make sure Godiva was going to compete as a gifting brand, not a chocolate food.

			Godiva would come to stand for “good taste.” That was Godiva’s personality in a nutshell. And by “taste,” I do not mean flavor; I am referring to the brand reflecting a classy, special-occasion, gourmet, European luxury “image,” all at the same time. If Lady Godiva was a person alive today, in my mind she would be living in a Fifth Avenue penthouse, supported by a trust fund after having graduated from finishing school. That was the upscale feeling I was aspiring to.

			Having defined Godiva’s personality, next I wrote Godiva’s business plan. Business plans outline ways in which the company will succeed. Business plans begin with a sentence, known as a “mission statement,” defining the company’s goal. Godiva’s mission statement was “to become the world’s finest luxury chocolate brand.” Notice the mission statement sentence did not end after the word “chocolate.” Including the word “brand” in the mission statement was significant because I was not just selling chocolate, I was building a brand. Those are two completely different skill sets. The sales force could sell more chocolate if I could figure out ways to make the chocolate a more desirable brand. Godiva needed to be a recognizable brand for it to someday be sold for a billion-dollar valuation because buyers pay premiums to acquire brands. (At the time, Godiva was not a brand yet; it was a manufacturer.)

			My thinking was so out-of-the-box that I began to transition Godiva from being a manufacturer to being a retailer. How many companies have done that before? Well, we were among the first. It was possible because of the flexibility left open in the business plan enabling Godiva to both sell chocolate (wholesaling to department stores) and to build its brand (by controlling its own environment in Godiva owned-and-operated retail stores).

			There is a retail saying, “the brand experience is the store experience.” A store defines a brand by virtue of its architecture, signage, merchandising displays, and service model. I do not get the sense that people feel as connected to, or as emotional about, virtual brands sold online, as they do about brands they may interact with in a store, with salespeople, and with other customers.

			When people ask what I do, I say that the primary skill I have is the ability to put my finger on the pulse of what has commercial appeal. I look at a package design from the standpoint of me being the arbiter of good taste (meaning I must agree the Godiva customer will like it). Packaging I deem to be great makes it to market while the rest are cancelled. Beyond its individually packaged products, with its own flagship stores (which we referred to as “boutiques”), Godiva becoming a retail brand meant that Godiva’s marketing soon started targeting both Godiva products and Godiva stores.

			Godiva boutiques cost about $250,000 each to build at the time. Malls provided foot traffic, which naturally drove sales since chocolate is an impulse purchase. Financially, each store generated enough profit on average to pay for itself in two years. Once construction costs were recouped, a portion of net profits were reinvested into building more stores. This cycle of expansion enabled Godiva boutiques to do triple duty: stores sold product, operated as incubators to gain a sense of what products people wanted, and served as billboards for the brand.

			Godiva’s annual construction budget allocated $3 million for building flagship stores. This allocation was “use it or lose it,” meaning that if the budget was not fully spent, reserves did not carry over into the next fiscal year. Team bonuses and raises were set to help achieve performance targets of roughly one new Godiva store opening per month. But not really—because the last thing I wanted to do was open an under-performing store.

			On the one hand, I wanted Godiva’s real estate strategy to be known in the retail industry as Godiva being approachable about considering prime locations that became available. On the other hand, we would say “no” a lot when contacted by developers. That is because I kept a list of places where Godiva needed to be. The organization was on the lookout for development opportunities in those neighborhoods on my list. For the rest of the country, Godiva would have had to spend too much money on marketing to ramp up local demand. Returns on investment needed to be quite rapid.

			The origins of my list were simple. Godiva took our cues from where Neiman Marcus and Saks Fifth Avenue built stores. Those cities became more or less the focus of our expansion as a guide for where we could draw our type of customers. South Coast Plaza in Orange County was the first stop for many European fashion brands wanting to try out a mall. Godiva found South Coast clientele to be “aspirational,” seeking conspicuous consumption. Precisely the opposite was Copley Place in Back Bay Boston, where families traced origins back to the Mayflower. Copley Place was used as a place to test Godiva’s appeal to understated New Englanders.

			Godiva used demographic short-hand to describe stores: suburban mothers (Short Hills in New Jersey), Southern entertaining (North Park in Charlotte), Latin America (Dadeland in Miami), middle America (Beachwood in Cleveland), money to burn (King of Prussia in Philadelphia), inner-urban (Michigan Avenue in Chicago), connoisseurs (Menlo Park in San Francisco), corporate gifting (Tyson’s Corner in Virginia), tourists (Ala Moana in Honolulu), retirees (Biltmore in Scottsdale), and top rung (the Galleria in St. Louis).

			A construction company based in Nashville built all of Godiva’s shops. Many leases had to be in development simultaneously to keep twelve stores coming down the pipeline at any given time. Although everything went through me, and I had to personally sign off on every location, near the end of each fiscal year, the site selection process became decision by committee.

			High on my list of criteria was the objective of bringing Godiva to “fashion” malls, as opposed to “headquarters” malls. This is an industry way of saying “high end” versus “mainstream.” Occasionally, Godiva wound up building a store in a headquarters mall because I did not want to forego spending the remaining “use it or lose it” budget when there were no prime fashion mall locations available as options during a particular year.

			This was the case with Fashion Fair in Fresno. I knew Fresno would turn out to be a low-volume location, but it would at least bring in some volume, and as a manufacturer operating as a retailer, the incremental volume would only help to lower our average unit costs of production. As expected, Fresno ranked number 250 out of 250 stores on every year’s sales report.

			But the location in California’s “wheat belt” was still profitable. Fashion Fair wanted to elevate their center and offered Godiva a good deal. In my opinion a retail store cannot be profitable unless the lease is negotiated favorably from the outset. No amount of marketing or management talent after the fact will be able to overcome a cost structure that is too high, or a location with too many competitors, poor visibility, or difficult accessibility. During the negotiating stage, each store is set up for success with prime visibility and phased rent (rent that begins low and gradually increases over time). I would walk away from a potential site when my retail instincts told me the rent would be too high based on the level of sales expected by not having enough of our clientele living and working in the trade area.

			In hindsight, the reason I think talented real estate industry veterans liked what we were doing was because they were hooking their cabooses onto my gravy train. I laser-focused Godiva’s growth into regions with suitable demographics, and mall landlords took credit for that success to a certain extent by sending out press releases making it sound like Godiva desperately pursued a location in their mall. But that is what they got paid to do—manage their assets on behalf of ownership, which was typically a REIT (a commercial entity called a real estate investment trust) such as Macerich in the case of Fresno.

			Based on my experience, the science of demographics was startlingly accurate. So, what were Godiva’s demographics specifically? For purposes of site selection, we targeted six indices: a.) high-income neighborhoods with b.) above-average levels of disposable income, c.) population growth, d.) growth in income, e.) growth in population density, and f.) an even mix of residents, tourists, and businesses.

			The profile of Godiva’s core customer was a woman with children, a college graduate, employed as a professional, earning over $120,000 per year, who travels extensively, and buys the very best for her family, whether it is olive oil, champagne, or chocolate, who is a repeat customer and refers Godiva to friends often. The long-term goal was to add one more trait or characteristic: “and who grew up eating Godiva.” But Godiva was still too young of a brand to be able to say that, so we needed to wait for a generation.

			Ideally suitable retail sites are hard to find. When a great site becomes available, every national retail concept competes for it. I held back some budget to be able to sign leases in an “A” mall Godiva needed to be in if the opportunity suddenly arose. Budgeting was a balancing act because with malls, timing is everything. If Godiva hesitated, and the mall landlord signed a competitor, Godiva typically would be locked out for ten years due to non-compete clauses. Brand-building could be set back a decade in a growing part of a city where our marketing reached Godiva’s target audience who’d then only be able to find us in department stores with a limited selection.

			By the late 1990’s, Godiva had become a forty-dollar-per-pound product line in part because of price increases necessitated due to the cost of marketing. With the goal of generating more sales per square foot out of the top performing stores, underperforming boutiques that had not been remodeled were closed.

			Some demographics Godiva tried to appeal to did not work so well: boom towns (Charleston, Birmingham), heartland (Omaha, Kansas City, Little Rock), pockets of wealth (Santa Barbara, Old Hyde Park in Tampa), up-and-coming (Providence), and Canada cross-border shoppers (Buffalo).

			These cities are mostly in the Midwest, where people are more conservative about spending money, or in smaller cities where people may have less disposable income. I don’t know the reasons, but we did not spend too much time analyzing the decision to close a store. Remodeling would not have been a good return on investment in these stores.

			Then there were places I knew Godiva could not make money opening stores based on the population and income figures I was shown. There has never been a Godiva store in fourteen states: Montana, Kentucky, Alaska, New Hampshire, Delaware, Maine, Idaho, West Virginia, Mississippi, Iowa, Vermont, North Dakota, South Dakota, and Wyoming.

			I did decide to test the concept of Godiva “clearance” stores in cities without a flagship boutique so as not to cannibalize business or tarnish the brand. Since other retailers offering a menu of consumable foodstuffs in outlet malls were selling at full price, I expected Godiva to be able to do the same. But off-price customers did not understand Godiva’s product offering. Clearance shops became more about clearing out discontinued boxes and ribbons than about selling high volumes of luxury chocolate.

			The experiment turned out to be a rare marketing misstep, and these shops all closed. It turns out there is a big difference between Cinnabon and Orange Julius selling self-consumption foods at full retail versus Godiva selling what were perceived as past-season/discontinued/clearance food gifts at full retail. I thought we could do the volume by selling individual pieces of chocolate, but outlet customers did not want to invest the time selecting their own assortment, or perhaps the public in these relatively rural markets did not appreciate fine chocolates, or they were not willing to pay Godiva’s premium prices for gourmet chocolate.

			Ultimately, the pathway for Godiva became clear: grow in big cities on both coasts. We built six stores in New York, ten stores in Los Angeles, and multiple shops in Miami and Chicago. All of these locations (but one) were company owned and operated. Each Godiva branch made a daily bank deposit locally under our policy of “money in the bank.” At midnight, the bank’s computer electronically “swept” all the money up from hundreds of local accounts and transferred it to Godiva’s corporate master account, where bills were paid. Gross profit margins were 70 percent and net profits averaged about 20 percent of sales. The specialty food industry target was to achieve 15 to 20 percent net profit per door, putting Godiva on the high end of performers landlords had to choose from.

			These numbers help explain why so many retailers struggle. Their cost of goods is too high. Godiva manufactured its own inventory. That meant we could control manufacturing costs. There were no middlemen in our supply chain. Going high-end created even more spread.

			Meanwhile, Godiva had also begun opening identical shops in Europe and Asia, where I would go for training. New Godiva store managers in other countries asked how we differentiated ourselves against competing chocolatiers in their neighborhoods. The way I answered depended on my biased opinion of other chocolate companies with a lot of condensed analysis thrown in.

			Jeff de Bruges’s shop concept is visually stunning and instantly recognizable as being their brand. As Neuhaus’s secondary line, Jeff de Bruges’s chocolate is exceptional. Molds are used across both brands, and certain recipes cross over, making Jeff de Bruges’s quality better than to be expected for the price. I had shopped about ten Jeff de Bruges stores over a year before I was able to think of anything our salespeople could say when asked about them.

			The first chocolate store I visit in certain European cities will be Jeff de Bruges’s because I have favorite pieces I must stock up on, particularly their foil wrapped mint. But therein lies the problem: Jeff de Bruges does not offer every one of their chocolate pieces throughout the year. Godiva would never do that and leave customers disappointed. Godiva’s comeback to customers comparing us to Jeff de Bruges became, “Well, it’s phenomenal if they have what you want.”

			Corné Port-Royal makes my favorite vanilla truffle. I suspect it might be made with Madagascar vanilla beans somehow steeped in vanilla ganache. Truffles have a ganache center. Godiva stores downplayed them as Corné Port-Royal’s “buttercreams,” a subtle dig, because a buttercream is not as rich, decadent, and full-flavored as a truffle.

			What was once a staid brand, Mary had come out of hibernation and vaulted into the upper pantheons of luxury chocolate retailers during the 1990s. “Domino” (dark caramel) is my favorite chocolate from Mary. But Mary stores appear committed to the traditional looks of the 1960s and Mary packaging reflects that. At Godiva we used to say, “Mary can’t match Godiva’s selection of cute seasonal boxes.”

			If you can’t find Belgian chocolates, the next best thing are Swiss chocolates. Teuscher from Zurich franchises worldwide, so at Godiva we reacted to them by saying, “They’re a franchise.” Upon entering a Teuscher store, once you overlook the unique store décor and packaging, Teuscher’s champagne truffles truly are worth $120 per pound.

			At the other end of the spectrum is a popularly-priced company from California. See’s is the one brand on Earth that could take over. See’s could be number one in sales worldwide in a heartbeat if they wanted to. Sees’ business model is every chocolatier’s dream. See’s enjoys strong brand recognition, industry-leading customer loyalty retention, and See’s stores deliver sales per square foot which are rumored in the industry to be higher than Godiva’s.

			For someone who has not been to See’s to understand their chocolate, I would best describe See’s as home-made style, honest confectionery made with quality ingredients. See’s cares about what they do. The price though has jumped from $17.50 a pound before the pandemic to $32 per pound after.

			See’s was a sleeping giant whose only expansion had been during the fourth quarter annually into temporary pop-up kiosks at malls across the US. But then See’s opened in Macau, and people wondered if that was the beginning of See’s global takeover. The only thing we could say about See’s at Godiva was, “They make customers do all the work,” because the line at See’s stretches out the door while customers pick their own chocolates to pack each box. The point of Godiva was for chocolates to be packed in the boxes at the factory, so the decorative ribbons, bows, and adornments could be tied on there, prior to shipping. All Godiva store personnel needed to do upon receipt was unpack the boxes and sell them.

			Having embarked on store expansion with a business plan, and navigated around competitors, I next had to learn how to package Godiva. What was Godiva going to be? Since Godiva was sold in fashion malls and at fashion department stores, it made sense to position Godiva as a fashion brand. A decision was made never to repeat a seasonal packaging collection. Each year’s packaging, be it for Easter, Valentine’s, or Christmas, would be new and collectible. A theme was created for each season, such as “Springtime in Brussels” for Easter and “The Glory of Giving” for Christmas.

			As Godiva pricing increased over time, I noticed consumers who could no longer afford a one-pound box simply traded down to a half-pound box. Customers were managing their average check, which is preferable to having customers manage their number of visits. Godiva advertising continued to attract a bigger pool of customers in total. Godiva sales increased to $250 million per year in the US alone by the end of the 1990s. Godiva marketing reinforced the “want” because no one “needs” gourmet chocolate.

		

	
		
			Chapter 3

			Overhauling Godiva

			To increase sales by $100 million, I needed Godiva’s entire approach to marketing to be overhauled. But there was a problem: I had to sway the consensus of an entire organization of colleagues who basically did not sense that there was anything that needed to be overhauled.

			Prior to my arrival, Godiva marketing had been focused on food attributes, such as flavors and tastes and elegance as a dessert presentation. But, I decided, there was only so much product Godiva could sell as long as chocolate was merely considered something to eat. My goal was to expand our playing field to be able to compete in categories besides confectionery. We were spending millions designing packaging, so it made sense to me that Godiva should be marketed as a gift. People buying a gift box to give someone else would not be eating the contents themselves. The focus of Godiva’s ad campaigns had to shift to appealing to shoppers seeking alternatives to other gift categories and away from merely describing new “seasonal flavors.”

			Does sales lead marketing, or does marketing lead sales? The marketing department’s annual budget for advertising was $10 million per year. Designing campaigns and placing ads was not the challenge. My issue was how to completely change the way of thinking in the sales department. Plus, I hadn’t yet put my finger on which way to steer the ship. Where would Godiva’s new market positioning lead the brand?

			Because our primary sales channel was department stores, my first instinct was to emphasize bold packaging to create the persona of Godiva being an upscale fashion product. However, to make a decision about what the future might hold if I wanted Godiva to be perceived as being less about chocolate and more as “something else,” I needed to get more data from Godiva’s sales force.

			Without telling anyone my plan, I attended the annual convention of Godiva sales representatives. This decision would turn out to be fortuitous, because having everyone who calls on customers in a room provided me with a “one-stop shopping” opportunity to pick their brains. I needed to know what the buyers were saying during sales meetings. Listening for a thru-line about what takes place in those conversations could provide the clue I was looking for regarding Godiva’s new direction.

			Godiva’s stylish and all female sales force met in Phoenix. Godiva’s wholesale sales team consisted of twelve account executives. Each account executive managed a geographic territory of the US representing about $10 million in annual sales. Account executives worked from home and looked forward to getaway travels. For this meeting, held at the Boulders Resort, everyone got to stay in their own “casita” set on landscaped grounds amongst pools, tennis courts, and golf courses.

			Their reason for this trip was to participate in a chocolate tasting ceremony. The marketing department’s goal was to decide which new flavors of chocolates to test in stores for Mother’s Day. Godiva had a very specific set of protocols for this annual tradition, which was significant because “limited edition” Mother’s Day chocolates that sold well became a permanent part of Godiva’s year-round lineup.

			In attendance was Vivianna, the young college graduate from Los Angeles. Vivianna had landed the job because her father was president of Robinson’s, our largest US account at the time. Sitting next to Vivianna was Brielle, the parking garage queen from San Francisco. Brielle’s father had bet on building parking garages after World War II and left them to her when he died. Brielle did not need to work but considered Godiva to be “light housekeeping,” and it gave her something to do. Brandy from Miami was seated next to Brielle. Across the table was Caliope, the loudmouth from Atlanta who considered herself to be the alpha female. Caliope really did get the job done, even if it meant boozing and cruising with the buyers to get a purchase order (PO). Sitting two seats down from Caliope was the dedicated lifer, Mary-Margaret from Philadelphia. Mary-Margaret had been the chocolate buyer at Wanamaker’s, and we rescued her when Wanamaker’s went out of business. At the head of the table was Lacey from New York, the firebrand intellectual who genuinely put in a full day’s work.

			The group met in the high-ceilinged, elegantly appointed clubhouse around an enormous conference table, seated in upholstered armchairs on casters. On the table, ten gold platters were arranged, each holding one new type of chocolate. The chocolates were lined up like soldiers in precise rows several layers high, creating a pyramid. The room had an overhead projector beaming images onto a huge screen that dropped down from the ceiling. Bottles of Evian water were set at each place along with small china plates and white cloth napkins.

			The creative force behind Godiva’s recipe development was the master chocolatier, Barrett, who had flown to Arizona from Pennsylvania. Each year Barrett created new chocolate flavors in unique shapes for the sales force to taste. The secret fillings of Barrett’s truffles were revealed during these ceremonies, as the samples (which had never been seen outside his chocolate laboratory) were unveiled to the sales team.
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