Marketing 5333:  June 25, 2002

Final Take-Home Exam:  Due June 28

The three sections below (9, 10, & 11) each have parts (A, B, & C).  Confine your answer to two double-spaced pages (1” margins) for each section, so that parts A, B & C ‘compete’ for space.  Each section will be worth 30 points, 10 points per part.

Section 9:  Procter & Gamble Revisited—Was anyone right?  (2 pages)

A. What was P&G’s “value pricing strategy” implemented in 1991 (Ailawadi, Lehman, &Neslin, JM 2001)?  Summarize the authors’ interpretation of its outcomes with respect to category share and profitability.

B. The articles “Too Many Choices” (1/15/97) and “Course Correction” (6/9/2000) give an overview of the Durk Jager period in leadership at P&G.  After reading both articles, what important inconsistencies can you spot with regard to what you expected to see going on over the period between these articles and what was actually happening?  What is the importance of these inconsistencies with respect relationships with retailers?

C. The article states “(U)nder Mr. Jager’s plan, marketing money for one brand could be shifted over and used to promote another product.”  Examining the Exhibits from their 10K report last year at this time, what do you suspect was the criteria used to shift promotional money from one product to another?  

Section 10:  Breadth, Depth, and Dependence, (2 pages)
A. What do breadth and depth mean for different retail formats?  Let breadth mean the number of collections of related choices (i.e., categories) and depth be a characteristic that is a subset of breadth.  Use the template of the table below to create a table permitting comparison of your interpretation of each with respect to a principle retail format in each of the four industries discussed these six weeks.  Make use of examples and a small font.  

	Industry Retail Format
	Breadth
	Depth
	Dependence

	Example:  Liquor World (Liquor store)
	Vodka, Gin, Scotch, Bourbon, Import beer, Domestic beer, California wine, French wine…
	Domestic beer:

Budweiser, Bud Light, Busch, Miller, Miller Genuine Draft, Miller Lite, Coors, Coors Light 
	Premium Brands of Northwest Arkansas (Beer distributor)

	
	
	
	


B. Use the right hand column to identify the channel member they are highly dependent upon for determining the viability of their location’s assortment.  Write a short paragraph explaining your choice for each of the four store formats.

C. Identify the one firm you could take your MBA (plus the skills/approaches gained in either MKTT 5333 or 5533) and have the greatest impact on the profitability of your employer.  Discuss.

Section 11:  Distribution, Government Involvement, Regulation, Anti-Trust, and other Third Party Involvement (2 pages)
A. Each of the four sectors of retailing discussed in this class has major regulatory (State or Federal) concerns on the horizon that has affected or will affect retail strategy.  Identify the primary regulatory issue you feel is currently facing each of the four sectors and…

B. …the implications (positive or negative) on one of the Bucklin’s four service output levels provided by retailers competing in this sector.  (I recommend that you prepare one paragraph for each sector that addresses both A & B, each paragraph = 5/30 points.)

C. Discuss a possible worst-case scenario for one of the four retail sectors, which you feel has both a high likelihood of happening and the greatest possible detrimental effect on either a particular retailer or retail format.  Be as specific as possible with the possible regulatory, legal, or governmental action and the consequences on a current retailer.  This scenario must be believable, but it does not have to be discussed in your answers to A & B.

Note on preparation:  Students are responsible for submitting no more than two pages per section.  Each individual page will be photocopied onto a single sheet of paper (2-sided).  If parts of sections are submitted on additional pages, the two pages with the most content with respect to that question will be used.  All discussion must be double-spaced, 1” margins, Times Roman 11 pt font (or 12 pt).  Font used in any table may be smaller (9-10 pt.).  An automatic three points (3/30) will be removed from each section not following these guidelines.

Exhibits from Procter and Gamble’s 10K Report, YEAR ENDED JUNE 30, 2001
	
	
	Net Sales (for the year ended June 30)
	
	Assets (as of June 30)

	
	
	

	
	


	
	
	2001
	
	2000
	
	1999
	
	2001
	
	2000
	
	1999

	
	
	

	
	

	
	

	
	

	
	

	
	


	United States
	
	$
	20,334
	
	
	$
	20,038
	
	
	$
	18,314
	
	
	$
	18,318
	
	
	$
	17,398
	
	
	$
	15,221
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	International
	
	
	18,910
	
	
	
	19,913
	
	
	
	19,811
	
	
	
	16,069
	
	
	
	16,968
	
	
	
	16,971
	


Amounts in millions except per share amounts        Years ended June 30

                                                 ----------------------------

                                                  2001      2000      1999

-----------------------------------------------------------------------------

NET SALES                                        $39,244   $39,951   $38,125

Cost of products sold                             22,102    21,514    21,027

Marketing, research and administrative expense    12,406    12,483    10,845

-----------------------------------------------------------------------------

OPERATING INCOME                                   4,736     5,954     6,253

Interest expense                                     794       722       650

Other income, net                                    674       304       235

-----------------------------------------------------------------------------

EARNINGS BEFORE INCOME TAXES                       4,616     5,536     5,838

Income taxes                                       1,694     1,994     2,075

-----------------------------------------------------------------------------

NET EARNINGS(1)                                  $ 2,922   $ 3,542   $ 3,763

-----------------------------------------------------------------------------






