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PRAISE FOR BRICKS AND CLICKS


Hudson’s management team pursued varying new methods to reach consumers, many of which their competitors were only thinking about. Bricks and Clicks does a wonderful job describing their journey, which I was able to observe during my Sonic Board service. Having a bird’s-eye view into the complexity of their thinking and planning and the unique perseverance their team brought to the challenge, it is clear to me that the decisions the management team made during that time paved the way for outstanding long-term growth!


—LAUREN HOBART, CEO, Dick’s Sporting Goods


Bricks and Clicks brings home the challenges that consumer-facing companies confront in bridging the twentieth and twenty-first centuries. In the QSR business, few did so like Sonic. Hudson and Miller’s well told story has a contemporary application most executives can make immediate use of. And the epilogue will knock your socks off!


—NEAL BLACK, Former CEO, Jos. A Bank Clothiers


Cliff Hudson’s long-standing vision for transforming Sonic through integrated customer engagement (ICE) was innovative for the restaurant industry. The company that acquired Sonic in 2018 is still trying to understand its implications. As I read Bricks and Clicks, I relived each step of the journey—bringing trusted partners along, navigating the challenges of the “Messy Middles,” and demonstrating the unwavering resilience needed to overcome obstacles. Hudson and Miller provide a valuable roadmap for the growth and success for any business competing in today's digital age. I’m excited that this story has been shared. It’s a playbook I continue to use today, and I believe it will elevate your career to the next level!


—DOUG COOK, Chief Technology Officer, Jack in the Box


As a consultant in the restaurant industry, I watched numerous brands attempt digital transformations. Sonic is one that truly got it right, by rooting itself in enhancing the unique Sonic Drive-In experience and not taking a me-too approach. This book recounts lessons from Sonic’s successful strategy and offers provocative questions and practical guidance for others seeking similar transformative success.


—JOHN BUDD, Former Partner and Managing Director, Boston Consulting Group
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DEDICATION


Cindy Miller (1961–2017), whose love and laughter quietly echo throughout our story and are forever in Craig’s heart.




 


OUR STORY


Brand building is fundamental to the value creation and growth strategy for any commercial enterprise of scale. It involves not only establishing but also continually evolving characteristics to remain relevant and trusted by consumers as preferences and competitive landscapes change. It becomes essential to influencing perceptions, emotions, and choices that will ultimately help stimulate customer loyalty, market share, and profit margins.


During my tenure as CEO at Sonic, spanning three decades of unprecedented change and opportunity, we experienced exponential growth by continually improving unit economics and expanding into new markets nationally while most of the other drive-in brands disappeared.


I have believed for years that my effort to implement the Sonic Ice Cream program in 1996 (“Frozen and Fountain Favorites”—see chapter 2) fundamentally changed the trajectory of our business, nearly doubling our system-wide sales within five years.1 It wasn’t high tech, and it wasn’t twenty-first-century thinking, but at the time, it was part of our conventional playbook of multiyear growth imperatives that included license renegotiations, new menus, new products, new promotions, and new television creative.


With the extraordinary success and momentum of Frozen and Fountain Favorites in full swing, it was time for us to begin contemplating our next series of strategic growth initiatives to ensure sustained momentum of the brand well into the twenty-first century. The rapid adoption of personal email, internet access, and electronic payment, along with the emergence of e-commerce, had convinced me that technology would become more essential to the long-term prosperity of the brand and that we would need to augment our standard playbook with a series of tech-enabled imperatives that could unlock new opportunities of growth.


By retrofitting Sonic’s technology infrastructure and media strategies to support emerging changes in consumer expectations and the competitive landscape, we believed we would be able to create a digital ecosystem that could elevate our brand experience and transform our customer engagement in ways that would outstrip all our competitors. We came to refer to this as ICE—Integrated Customer Engagement—the integration of a series of technology and digital media tools that would completely change how we engaged our customers, on or off the premises.


The product expansion of ice cream and our technology retrofit of Sonic ICE were two very different types of brand-building growth strategies—one traditional, the other progressive, and both transformational.


But, regardless of the strategic imperatives over the years that propelled the Sonic brand into a national treasure, they all began with what became our universal strategic framework built around four tenets for all growth initiatives: customer focused, innovative, differentiated, and profitable, all at the drive-in level.


When Craig and I first met in 2009 to discuss the history of Sonic’s expansion and my vision for leveraging technology as the next opportunity to propel the brand to the next level, I quickly realized how his brand-building experience would be a strong addition to our team. My brand-building experience, as I noted above, focused on taking a 1950s iconic brand into a new century. When the drive-in industry fizzled, we sizzled. By staying true to our customers, putting them first, and keeping our brand fun, zigging when everyone was zagging continued to pay off.


Craig grew his expertise in brand building by helping companies think about technology through the lens of their business model. He helped lead the development and execution of bold business strategies that could effectively leverage technology and data to drive top-line growth and bottom-line efficiencies. After more than four decades of working with some of the most successful leading brands and business executives across a variety of industries, including PepsiCo, Bank of America, Planet Fitness, and Nielsen (consumer and media research), Craig found a common set of themes to be true among them all (similar to Sonic’s growth tenets): (1) all decisions start with the CUSTOMER in mind, (2) all strategic goals and performance objectives must be defined and measured by sales and profitability, (3) continuously explore innovative ways to unlock new value, (4) always strive to strengthen competitive advantage through differentiation, followed by cost productivity, and (5) all technology solutions and initiatives are fundamentally based on the consumption, distribution, or processing of DATA, fueling every aspect of the business through a portfolio of integrated systems (linking the business with customers, employees, suppliers, and equipment). The standard template for all business strategies—past, present, and future—always begins with the business model (sales and profit KPIs), customer profile, and data architecture.


PepsiCo—one of Craig’s early brand-building experiences—became a global leader in the food and beverage industry by leveraging the size, scale, and synergies of their combined brands, Pepsi-Cola, Frito-Lay, Quaker, Gatorade, Tropicana, and several restaurant companies that later became Yum! Brands, while protecting and maintaining the uniquely differentiated elements of their go-to-market capabilities and customer experiences.


There were many lessons learned. The overall value and growth potential of PepsiCo was fundamentally derived from the brand equity of each subsidiary. Continued growth meant putting each of the brand strategies at the top of the value chain and leveraging the competitive advantage and associated benefits created by the combination of business portfolios, including expanded market presence, common distribution channels, supplier leverage, and operating efficiencies (gained through shared services).


Perhaps one of the more valuable lessons was understanding the brand impact of leveraging shared/outsourced services across all brands. Depending on the approach, it could become a double-edged sword, both enabling and constraining at the same time. Striving to attain the economies of scale and cost productivity with a shared-services operating model must always be balanced with the discipline of sustaining the differentiated value proposition for each brand, like those Michael E. Porter enumerated in his classic book Competitive Advantage: Creating and Sustaining Superior Performance.


How do you establish a competitive advantage, according to Porter?


Two ways: differentiation or cost leadership.


Enhancing a company’s differentiation and cost productivity became part of Craig’s modus operandi. His experience at PepsiCo helped him identify when and how to eliminate duplication (shared-services model) or enhance differentiation. This is what great companies do. But, like Jim Collins has warned the business world, the mighty can and do fall when strategic principles (or disciplines) of growth are undermined.2 In this book, we want to share our universal framework and playbook for brand-building success: CuPID. And yes, it is very consistent with the Sonic of old—fun and irreverent.


THE CuPID FRAMEWORK




• Customers-centric (Cu) decisions keep your business on track for sustaining long-term prosperity. Your customer will serve as a guiding light and strategic compass for navigating market conditions.


• Profitability (P) at the unit level keeps your business concept healthy and your operators happy and motivated to continue expanding with new locations.


• Innovation (I) at the unit level keeps the flywheel churning and can serve to increase access and convenience for your customers.


• Differentiation (D) at the unit level keeps your competitive advantage in the market.





Think of CuPID like a business success rubric. Tape it on your monitor. Screenshot this page and keep it on your iPhone’s home screen. Why? Because we all need reminders of why we’re doing what we’re doing and guiding principles on how to best navigate the challenges and opportunities along the journey. If you ignore your customers, they’ll go elsewhere. Without profitability, you can never scale or expand. If you don’t innovate, you’ll wither in the new digital world. If you don’t reinforce and strengthen the brand’s differentiation that won you your customer loyalty … well, you’ll lose yourself.


But this book isn’t about losing anything. It’s about creating value on a scale that will blow the doors off your competitors and take your business to the next level as you transition into the twenty-first century as a bricks-and-clicks enterprise. Craig and I analyze our separate and shared experiences on this path that we have come to appreciate even more with time and some distance!


Just after New Year’s Day 2020, our friend and longtime Sonic franchisee Buddy McClain knew he needed a big break, and Napa Valley was his choice spot to escape to with his wife and deal with his recent leukemia diagnosis. To reduce the stress in his life and diversify his assets, just before departing Jackson, he signed an agreement to sell 60 percent of his business, due to close in ninety days or so. Houston’s MD Anderson Cancer Center would be off his mind for a while, he hoped, and the enhanced fruit of St. Helena would create some distance from this latest—and greatest—challenge.


Buddy must have known his longtime partners would operate the business effectively in his absence. What he could not have known was that in February 2020, the biggest disruptive influence in his life would soon enough not be addressed through his private health initiatives alone.


Within a few days of his arrival in Northern California, COVID-19 had entered the US. Buddy’s news consumption convinced him that this challenge might be beyond anything he and his partners had shared in the past. Ultimately, he didn’t just fear for his pending business deal; he feared for the company he had built and the lives of his friends and family. He and Joni packed their bags and headed back to Jackson.


What Americans did not know in February 2020 was that life was about to change in ways they had never experienced. Health and safety concerns became paramount, and disruption occurred everywhere. The threat was existential, like nothing we had experienced collectively.


Congressional leaders came to believe that they, too, had to move quickly to keep Americans alive—literally. They did so with capital infusions into private households and businesses across the economy. They drove funding toward vaccine research and public service support. The funding was extraordinary by any historical or empirical measure.


What small businesses came to know was also existential. Many lost customers and employees, often overnight. Some saw opportunity (think Zoom), but most were in some level of panic. Businesses often reacted with staff reductions and capital cuts; fear on top of fear was rampant.


What Buddy initially feared about Sonic did not come to pass; despite the havoc, 2020 sales increased 21 percent, and in 2021, they increased again. What about this Sonic business caused it to flourish while many of its competitors were failing? Why did this 1950s drive-in, once again, thrive so well through one of the greatest challenges the world had confronted?


The path of each of these tales greatly intersected. It is their intersection that yielded this, our story.


—Clifford Hudson and Craig Miller, 2024
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CHAPTER ONE


FORTUNE FAVORS THE PREPARED


We should remember that good fortune often happens when opportunity meets with preparation.


—THOMAS EDISON


In our introductory meeting, I (Craig) was fascinated by Cliff’s vision and foresight for how technology could play a significant role in taking the brand to the next level. Cliff’s thinking was far ahead of any CEO at the time, especially in the hospitality and restaurant industries.


Failing to prepare is preparing to fail. But how do companies prepare in a world of perpetual uncertainty and constant change? You can’t predict the future. No crystal ball can tell us what will happen next.


And the changes facing companies today seem to be more radical and happening faster than ever. Leading a company in such an environment can feel volatile, chaotic, and uncomfortable. Yet some companies seem to have the resiliency and endurance to survive and thrive in these turbulent conditions.


THE LANDSCAPE


Over the past twenty years, the world faced several catastrophic economic events. A one-two punch came with the bursting of the dot-com bubble (2000) and the 9/11 terrorist attacks (2001). The Great Recession (2007–2009) was the most severe since the 1929 Great Depression and involved the near collapse of the global financial system. The coronavirus pandemic was accompanied by historic drops in output: “US GDP fell by 8.9 percent in the second quarter of 2020 … the largest single-quarter contraction in more than seventy years,” according to the White House.3


We’ve also been amid an unprecedented technology revolution for decades, rapidly accelerating through every segment of the economy, fundamentally transforming industries and redefining competitive landscapes. Digital technology, information, and harnessing the power of data are now becoming a predominant force powering the global economic engine. It is reshaping industry boundaries and disrupting traditional business models, proving far more pervasive and innovative than any economic acceleration during previous waves of the Industrial Revolution. The evolution of technology and its impact throughout the business will continue to be exponential—from automation to connecting and engaging with customers in new ways and now leveraging predictive content created by artificial intelligence.


But the list of economic and cultural changes continues.


We’re experiencing a rapid shift in consumer expectations and behaviors with the growing dominance of the millennial (1981–1996) and Gen Z (1997–2012) generations. Companies’ changes are not relegated to technology—not by a long shot. It’s an amalgamation of components coalescing into a tidal wave of change, influencing cultural change at a breakneck pace.


The fundamental rules have changed, and playing fields are being reshaped across all industries. Winning or surviving in a shifting competitive environment will require recalibrating conventional wisdom and traditional business models.


Many industry leaders, some more than one hundred years old, have been severely damaged or disappeared altogether: Borders, Sears, F. W. Woolworth, Toys“R”Us, Blockbuster, Howard Johnson’s restaurants, Kmart, Pier 1, Sports Authority, Dressbarn, Modell’s, American Apparel, Circuit City, CompUSA, Macy’s, JCPenney, RadioShack, Lord & Taylor, Palm, BlackBerry, Polaroid, and Kodak—not an exhaustive list by any stretch.


Within the last twelve years, “big tech” behemoths like Microsoft, Apple, Amazon, and Google have bumped down some of the most valuable mega-cap companies for the past 130-plus years, including General Electric, ExxonMobil, and Johnson & Johnson. New digitally enabled business models have emerged and rapidly disrupted enormous, well-established industries.


Think about it.


“Uber, the world’s largest taxi company, owns no vehicles. Facebook, the world’s most popular media owner, creates no content. Alibaba, the most valuable retailer, has no inventory. And Airbnb, the world’s largest accommodation provider, owns no real estate,” as noted by Tom Goodwin on the TechCrunch website.4 Further, Instagram the most valuable photo company that sells no cameras, Netflix is arguably the fastest-growing television network but lays no cables, and Apple and Google are among the world’s largest software vendors with relatively few apps.
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So, how do some companies not only survive but thrive, and others don’t?


How did Walmart thrive, but Kmart didn’t? Target thrived, but Sears didn’t. Best Buy thrived, but Circuit City didn’t. CVS versus Eckerd—who won that battle? Bank of America versus Washington Mutual—where’s Washington Mutual now? What about Planet Fitness versus Gold’s Gym? How did Sonic Drive-In skyrocket to becoming a national icon while most of the other drive-in restaurants disappeared?


THE CHARACTERISTICS OF PREPAREDNESS


The common characteristic among these resilient and enduring companies is a set of guiding principles held in a flexible mindset, manifested through behaviors rooted in their DNA.


For me, at the helm of Sonic, those guiding principles were fundamental to our CuPID framework:


• a constant focus on the customer experience,


• a clear sense of our differentiation as a competitive advantage,


• the persistence in seizing new opportunities to innovate,


• the ability to adapt to an ever-changing environment, and


• the discipline to keep everyone focused on the prize while adjusting priorities as needed to ensure steady progress and ultimate profitability.


No one knows the future. We need to remember that human beings run businesses. Companies reflect their leadership and core values. The difference between a company that endures and one that disappears is found in the people who run it.


Think about Apple. Before they were the industry juggernaut they are today, they once fell from their height as an industry leader. They were months from being insolvent. How, then, did they turn it around to be among the most valuable companies in the world? It wasn’t just Steve Jobs. Or was it?


Jobs learned much from being a CEO in his time away from Apple. He understood consumers better. However, he never wavered from the core principles that formed Apple since the beginning and the vision to change the world.


John Sculley was the CEO of Pepsi during a five-month span when Jobs met with him regularly to convince him to take a job at Apple. Jobs’s famous challenge to Sculley was “You want to sell sugar water for the rest of your life, or do you want to come with me and change the world?” On April 11, 1983, Sculley joined Jobs at Apple, but by 1985, a boardroom battle had led to Jobs’s departure. From 1983 to 1993, Apple went from making revenues of $569 million to $8.3 billion. However, the overall performance began to falter as leadership diverged from the company’s founding core values. And, as the company was on the brink of losing it all, the board again intervened by forcing Sculley out and convincing Jobs to return as CEO.


Jobs quickly initiated a dramatic turnaround by simply returning to basics and reinstituting the founding core values. He simplified the product portfolio and supply chain, kicked off the i-series of products by revitalizing the Macintosh (iMac), and began reinventing the brand for the twenty-first-century customer. This ultimately saved Apple from the brink of bankruptcy but also brought a renewed focus and energy back and put the company on a path to becoming the world’s first company to reach a $3 trillion market value.


Despite everything that is and will continue to be said about being a nimble company that can size up and seize new technology trends and thus turn away from danger, we’d like to recommend a different approach. It’s the one we wrestled with and rolled out under the Sonic banner with great success, even during both a recession and a pandemic.


The foundation of its success was neither a technology strategy nor a prophetic vision of what was to come. Indeed, to say technology was the key to Sonic’s success is missing the point. If today’s leader wants technology to translate into company growth, choosing the right tools is easy. The hard work ahead is effectively integrating the technology into the brand experience.


The real story began almost two decades earlier, as I became intrigued by how technology and data could be leveraged to learn more about Sonic’s customers and engage with them in ways that would be difficult for others to replicate, creating a competitive advantage. It appeared that technology could enable the next wave of innovation for the brand in preparation for the twenty-first-century customer.




YOUR TURN


[image: imgcircle.jpg] How are you instituting CuPID into your strategic planning and core management practices?
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CHAPTER TWO


INNOVATION IS NOT A LUXURY


Innovation is change that unlocks new value.


—JAMIE NOTTER


When I became CEO in April 1995, Sonic was a fairly strong company. We had gone public in 1991 at $12.50 a share. By 1995, our stock was at $25.00 a share. While that sounds great, doubling in four years, we had, in fact, hit $32.00 a share in January of 1992. So, the stock had been stagnant for around three years before I took the helm. Our profits per share had grown well throughout this time, but our growth rate slowed each year, and we were operating below market expectations.


As I eased into my first months and years at Sonic, I realized how important innovation would be to stimulate accelerated growth to fuel the brand’s long-term expansion and increase shareholder value.


While our earnings grew yearly from 1991 to 1995 our growth rate contracted, so our price-to-earnings ratio (the multiple the market pays for growth) also contracted. In a three-year period, our absolute earnings per share doubled twice, but the price of our stock declined.


We had plans underway to grow the business, but the main initiatives I wanted to see gain traction had a very long arc to them. They weren’t things that would bring a return in one or two quarters—they were objectives that would need buy-in at all levels, from store managers to franchisees to corporate employees and even the board. They were objectives like store-level retrofits, new store construction, and the development of new products, all of which would take time and none of which were quick fixes.


If I wanted to stay for the long haul, our team needed to build consensus. I also needed to be flexible and open to innovations I could not have foreseen or imagined.


THE POWER OF ICE CREAM


I remember when I was first approached by one franchisee. He explained that some officers in the company were on his back. They wanted him to change the direction of his store because it didn’t fall within the accepted norms of a Sonic location.


One of the main challenges of operating a franchise business is trying to discern when a franchisee’s innovations would make brilliant additions to the franchise community and when a franchisee’s innovations need to be nipped in the bud. Franchisees are businesspeople who are always coming up with new ideas—some of these ideas will work well on a large scale, while others, if only done at a handful of stores, threaten to dilute the brand. If enough franchisees are doing their own thing, you run the risk of a franchise losing its identity.


I hadn’t heard of any conflict with this franchisee. He was a strong operator.


“What are you doing that’s so threatening to our brand?” I asked him, smiling.


“It’s my ice cream program,” he said.


This franchisee was well known and respected in our system. He was forty years old, but he had been with Sonic for twenty-five years. His father had owned and operated Sonic franchises since he was a teenager. His dad had died young, and he had inherited the business. I was interested to hear his story, because he ran strong locations and normally worked within our system.


“I haven’t heard anything about your ice cream program,” I said, my interest rising. “What’s going on?”


“Your guys are telling me they don’t like it because it makes my stores too much like Dairy Queen. And we’re not Dairy Queen.”


“Well, that’s true; we’re not Dairy Queen. What are you doing?”


I was listening and trying to understand his business. Listening, as a business application, will change the course of your business and change the course of your career in incredible ways. If you want to spot possible innovations, you must be a good listener.


“Here in Oklahoma and Texas,” he said, “the stores we have don’t do that much in ice cream sales. But in the Carolinas, ice cream makes all the difference in the world.”


“Well, what’s your number one store? What percentage of your sales at that store is ice cream?”


He looked at me for a moment before going on. I’ll tell you right now—I knew the numbers on our system-wide ice cream sales, and our average store did between 3 and 5 percent. It was a nice little program, a good add-on, but relatively insignificant compared to the burgers and fries we were selling. At that time, our average unit volume was around $600,000, so our average drive-in probably had ice cream sales of around $25,000 per annum.
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