PGDM (Retall Management), 2012-14
Category Management & Private Labels
RM-405

Trimester — IV, End-Term Examination: September 2013

Time allowed: 2 hrs 30 min Max Marks: 50

Eoii No:

Instruction: Students are required to write Roll No on every page of the question paper,
writing anything except the Roll No will be treated as Unfair Means. In case of rough work
please use answer sheet.

Sections | No. of Questions to attempt Marks
A 3 out of 5 (Short Questions) 5 Marks each
B 2 out of 3 (Long Questions) 10 Marks each 2*10 =20
C Compulsory Case Stud 15 Marks 3*5 =15
puisory Y

Total Marks

Section A (The word limit for each answer is 75 words)

Q1. How can store brands help in retailer differentiation? Explain with examples.

Q2. For a new store roll out plan the following category checklists are important:

Q3. How can production of private labels by brand manufacturers help them in managing the
category for the retailer?

Q4. Households purchasing diet colas primarily of one particular brand but often changing
between 2 lit bottles, six pack of cans and cases of cans. What is the primary, secondary
and tertiary product attributes. Pl. explain.

Q5. Assigning roles defivers two primary benefits:
. Great consumer value by managing categories according to their importance fo
consumers
. Maximal return on invested resources by retailers and suppliers through efficient,
intentional allocation of shelf space, marketing dollars and manager time

Explain the above.
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Section B (The word limit for each answer is 150 words)

Q1.

Demographic comparison between retailer shoppers and category
buyers(Source AC Nielson Homescan Account Shopper Profiler
and Consumer Facts)

Household size- 1 member

Household size- 2 members

Household size-5+member

Age/presence of kids- any 'kids‘-ur’jdér 6

esence of kid:

‘Household income <$ 20,000

Interpret the above table and analyze the data.

Q2.

Buyer conversion comparison(Source: AC Nielsen Homescan
account shopper profiler)

Interpret the above table for the three retailers across various sub categories.
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Q3.

Sub Dept. | FB- Cooking Medium
Cluster EUP
Brand
Description | (Multiple ltems)
B _Sum of  Stock

Sales

quantity

March

] 2012 BB-ALLAHABAD-CIVIL LINE

108003637 | FORTUNE MUSTARD OIiL KACHI GHANI JR 5L 236 72
108003638 | FORTUNE MUSTARD OIL KACHI GHANI BT 1L i 82
108004422 | FORTUNE SOYABEAN OIL JR 151 3 12
108004423 | FORTUNE SOYABEAN OIL PP 1L 1836 383
108004425 | FORTUNE SOYABEAN OIL JR 5L 197 53
108004511 | FORTUNE SUNFLOWER OIL JR 5L 63 =]
108005697 | FORTUNE GROUNDNUT OIL PP 1L 42 54
108005698 | FORTUNE GROUNDNUT OILJR 5L 1 1
108042082 | FORTUNE MUSTARD OIL KACHI GHANI PP 1L 796 330
300028156 | FORTUNE SUNFLOWER OILPP 1L 337 -7
300262571 | FORTUNE SOYABEAN OIL TN 15L 1 0
300670421 | FORTUNE PLUS SUNFLOWER REFINED PP 1L 189 113
300670422 | FORTUNE PLUS SOYABEAN REFINED PP 1L 190 87
300670969 | FORTUNE PLUS SUNFLOWER REFINED JR 5L 15 3
300671036 | FORTUNE PLUS SOYABEAN OILJR 5L (blank) 0

For Fortune oil interpret the sales quantity and the sum of stock for Allahabad store.
Comment on the negative stock quantity of some of the SKU's.

Section C (The word limit for each answer is 100 words)
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MUs, a spate of global fast foed chains entered india hoping to capturc a
food segment. But they found #t difficult to establish themselves,
ptance focally and bleading inte the Indian culture proved difficuli
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U go down well with the Indian palate. In
ompcition from demestic food chains. Globally,
iccess had been built on its commitment to the QSCV (quality. service,
ud value) principle. However. Indian customers viewed the product sold
Doualds not as burgers per se but as fast service in a clean setting. This notion
1 wis something that could not renwin unigue. Other fast food chains began fo
adopt the same “fast and clean service® formula, and soon it wasn't a distinguishing
tire of McDonald's anymore

fand” taste of Ms preparations dics
the company faced intense ce

4.

af val

kS

JOINING THE FRAY

i McDonald's was establishing itself Domino's faced tough competition when it
Findia. with” homegrown players like Niruala’s smd Pizza Cormer and MNCs.
7za Hut and Winipy's already having established themselves in the market, The
¥ concept thai the conipany introduced’ had not set canghi on Besides,
S owis in a dilemma about how it should position pizzs — as a meal or g
snack™ How far should they po in tadianising the pizza so that it had mass appeal, and
yet did nol lose its identity? '
1he ety of Kentucky Fried Chicken (KFC) was greeted with protests of farmers,
= . doctors and environmentalists. The fast food chain. which initiatly
med 10 et up 30 restaurants by 1998, was not able to-do so. as its revermes did not
up. fo carly 1998, KFC began fo mvestigate whole issue more closely. Their
; ealed that KFC was perceived as a restaurant serving only chicken. Indian
nied miore varicty, and the impression that KFC had only one ttem on its
nhance its appeal. Moreover. KFC was also thought to be expensive.
as also partly attribuied 1o certain drawbacks in the message it sent

mers free home delivery with a promise 1o deliver pizza within 30



out o consumers about s positioning. I wanied to posiu
restaurant and not as a igonage b
restanrant” positioning didn’™t come clea

a fast food joinl specializing Ina chucken recipe.
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FHE INDIAN COMING

McDonald's began 1o look at 1he Indian market sometime
exegitives si‘:md making explorafory trips. By 1994, some int
McDonald's had visited India o identify local parners, Meeti
were conducted with a view 1o ot up a supply chafn. Finally, i
30:50 joint venture was entered between McDonald's and E;Jidw":iu Rostaurants Pyl
Lid owned by Amit Jatia and Mg family, Similardy, Vikran: Bakshi (whoese fhumly
was in real estate) entered into a JV with MceDonald’s for Delhi. Both pariners signed
“the JVs in Aprif 1995,

in 1996, Domine’s set up base in *1%{%;1 by entering inlo a lo
agreement with the Bhartia brothers wl o had businesses in chemical
The previons year, KFC has chosen to &a,l up 15 own outlet in Dothi
the Indian market.

1 franchisee
nd fertilizers.
whin it entered

NDIANIZING ALL THE McDONALD'S WAY

It gain acceptance locally, McDonald’s h,zd to modily its menu — substituiing n
for beef in the burgers. (something w had nosw er done in any other maorket), ¢b
names like MoAloo and Maharajn Mac, and introducing vanations ang

were not avatlable at any McDonald's outlet anywhere in the world,

union

From the meticulons sourcing of raw matenals and the elimindtion of Lol and pork
fronz its “desl” menus 1o even Mgmmii;w the vegetarian and non-vegetarian workers,
McDonald's scemed to be extremely orthodox in its approach. fnd i was the frst
couniry fo usc the compleie vegetable burger. creating the cggless mayonnaise
vegetable burger, so was the case ‘mé ‘mutton” burgers. To urapisaxl ¢ vegelarianism,
McDonald's opc:m.ci the Delhi outict on the first day of the Navrathris - The cooking
area for vegetarian products was segregated from the space where meats were
handled, and separate equipment and utensils were used for the two tvpes of ;}mﬁzssz"i"
to avoid any possibility of contuminution. The use of tamarind mlly was anothe
attempt o give its preduct an Indian touch,

i 1993, McDonald's set up team and asked them o collect cozzqmn o feedback on the
meny ihey developed. The team came up with its “Menu Vision® and new products
were offered in response to changing consumer (astes, Bakshi poinied ont. “Contrary
“to popular pczcmp‘lmn consumers did not want McDonald's o cutirely localize its
met. However. they did want a wider product range. more hot food and lowet entry
leved prices for products.” _
In 1999, Mclonald’s created g strong miche market for wself when 1t introduced its
popular “alu nkki® for vegetarians, while in 2000, 4 came up with a burger with an
Indian flaver. Burger lovers with a passion for “desi” flavors could bitg into juicy
grilled 1andoori chicken McBurgers with a tang of mint ¢hutney. tartang, the
.i.)(iﬂl{}&ﬂ} faunched 2 vegetable pufl, rich with Indian spices. Jata ssid ~Along with
the traditional MeDonald memu, we are continuousty working af wtroducing local
flavors. In fact, part of the strategy for the Indian market is enbiancing our vegetarian

RAL

© A mume-day Hindu Festival during which, m omany parts of the country, people restrict
themselves to g stnctly vegelurian dief

TuRN OVER



fy attempis Lo localize many of 13

1 image, In their opinion consumers

, ohting s Indian
sitioning through campaigns,
¥ freehics such as beo tovs with g
“a South Mumbai outlel was accompanied by
W mascot, Ronald, The parade went all along
Toat depicting the various tourist attractions in
clhi. MeDonald's order counters were kept at lower
able. Bakshi said: “Adulis may come once in a
children Tor whom we hold a different appeal and
15, Children are going (o be our core customers in the
give Director. Mohan Meakm said: “McDonald's
1 can be comverted into loval customers for many

¢ joints bul '8 n
fi o rel

1o awareness gbout its
hiing the fact that the
“Real ; Mapt” scemed to have
< Mabaeaia Mac™ and the “Manpasand Meals”.
als’ were introduced as substitnres of the chaw's
‘Buddy Meals™ and “Happy Meals™. McDonald's also ran soveral special

carlv 2000, McDenald’s had o nationwide campaign under way. Barlier, it had
ricted its ads to the local nicdia and slides in the movie theaters; apart from the
hoardings and press releases most of the advertisements for the meals were found in
the restaurants themscives. But in April 2000, the Rs 100 milfion campaign developed
by Mudra made its debut on the satelite chanuels. McDonald s had evolved a three-
tier marketing strategy. planning 10 push brand in the first stage, value in the second
stape and food guality in the third stage. The first television commercial focused on
the brand line, “MeDonald's mein ha kuch baat.” Sanjeev Katyal. Marketing Manager,
McDonald s explamed: ™ second conumercial secks to communicate 1o voung
pecialiv the muddic familics that ours is a comfortabie place to be in”

3 focused on the “value-for-mongy” aspect promoting

stage of the camp

f

its Bs 7 sofl serve cong.

In fate 2000, McDonald's launched a vegetarian pizza, Mepuff, priced at Rs. 16 and
chicken Mogrill, priced at Rs. 25, The launch was accompanied by commercials. that
sought 1o focus on the products per se. uniike the earlier ones, which tried to butld up
the McDonald’s brand. But the tagline, “McDonald's mein hai kuch baath™ was
retained. Earlier campaigns with the same tagline seemed 10 have struck the right
chord with consumers. During 2000, McDonald’s incressed its adspend to Rs. 180
mithon. Tatia said- “With the brand ads already on television, consumer awareness and
response to the chain seeims to have increased substantialiy.”

HOW OTHERS DibD IT?

To establish its presence in the Indian market, Domino’s too made efforts © give ils
products a local flavour. B cven offered special products in different regions. b the
south Indian segment, the company offered Chettinad Chicken and Mutton Ghangoor,
while for Norh India it offered Butter Chicken and Paneer Makhani. For the castern
region there was fish (tuna) pizza tompered with mustard sauce The pizza dough was
alen teavened ina way that suiled Indian taste buds. The company offered 12 bypes of
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Domino’s pivza. There were several aé\ criigements in this
same guestion.

The laanch of the campaign usiu,&m with the <
Hunger Helpline Al the customer had o do was dial a tol

place in Indiz. The service would zéczz&:s;‘v which zm;mm ggutie
place whete the customner was calling from. and put the call thyon

GIMNANY §

THE KFC WAY B -

While Domino’s did ali it conld to give its offerings an Indian favour. K T( initiath
preferred to reiain its mtermational tasic. But this had fow takers i I ndi :
revealed that Indian consumers did not relish “chi a: ken with &%m affered by E—J’é"
KFC then made atiempts to localize #s monu. I offered veg > and chicker
burgers. apart from chicken on the bone. staw cole salads and bread Greater vang
was added. for both vegetarian and pon-vegctaran customers, Meal options wore
increased to 11, up from the carlier six. In March 1998, KFC launched a now range of
“wrap category” snacks, which included rolls, such as Tortilla rolls

KEC also tried to revamp #s menu. Skow Cole salads were replaced with green fresh
calads. A more fierv burger called Zinger Burger was also infroduced. During the
Navaratr festival, it offered # new range of nine vegeiarian products, which inchsdad
pancer burgers. Earlier, KFC offéred only individual meals. But not any tonger. EL
offerings include six individual meals, two meal combos for tswo people and o

family meal in the nop-vegetarian category. For vegetarians. there are three m .(;%

combos for individuals and meals for couples and for familics.

KFC also made efforis 1o change its posttioning. KFC's promos sought © :zm';zcz'

Eumhm who looked for not only food. but also some sert of recreation. Batia mf
“For kids the priority is to have fun, and the parents are happy if the kigds are eng

iimﬂm ves.” Kid's Fun Comer. a recreational ares within the restaurant serve

purpose. Games like ball pool and Chicky Express have been introduced for kids. The

company also introduced kids meal for Rs 60_ which came with a free gift.

IMPROVING PROSPECTS - -

T 2000, McDonald's announced that over the next three vears it would invest Rs 3.5
billion (o increase the mimber of restanrams from 25 restaurants o 80, The company
planed 1o open about 7-8 restaurant siings i suburban Mumbal and E e Jw
MaDonald's entered info an agreemend wi!"i Bharat ‘?‘z:’rf im 51 (_ f)mm;!mn -
Highway restanrants. One such restaurant 5s 10 ¢




alse planned o make s foray e the south Indinn markel. willy s

ccduted to

open in Bangalore by mid-200]

quranis located in residential arcas. McDonald's futare plans
mcluded wpping o pers. While its weekend and dinner business had taken off. #

vl to work on s 1 choald sdeally come from the office-
Bakshi said: “We intend to lapnch a special Dial M/Fax M fagiluy for
, stomers, With this our customers will be able to place thew orders
in advance and ot their meals without having 1o wail in quese.” Inspite of these
amibitions plans. McDonald's Indian operations were still making iosses,

With almost all s 1
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L

While McDonald's tied up with Bhamt Petroleum, Doming’s entered into a sunilar
coment with Indian Ofl Corporation to set-up cutlets at FOC’s transport fuel retail
. seross the couniny. By February 2001, Domino’s had established the fargest
vork In the fast-food seginent with 101 eutlets across 40 cities. The compam
rnered more than 70% share in the Tndian pizza market estimated (o be valued
fs 1.2 billion and was growing at a ealthy rate of 30 1o 35%. By the end of
Domine’s planned to add 100-odd outlets. Uts turnover was fikely 1o touch Rs

n by the same period The company planned to oxiend iis operations in S
Lanka, Bangladesh and Nepal But with competition hotting up . the fast-foed
segiment, would hunger remain the great leveler for Doming’s?

5 LOSSES

id 10 salvage its Indian venture, KFC had indianized its menu 1o 4 great extent.
its efforts. however, it soon became clear that it would be difficult for it to
+ 2 major plaver in the Indian fast food arena. Faced with huge losses, it closed
all its outlets except the oné in Bangalore. Sandecp Kohli, MD, Tricon 'was hopefis! of
re-launching KFC through franchisees. He said: “"K¥C is a strong brand and can be
reintroduced in India”” With mounting losses, would this mean the end of the road for
KFC in India?

This was not the case with KFC alone, all the MNC fast food majors still had to break
even their operations in India. With the mounting losses and increasing operational
expenses it had 10 be seen bow far they could hold on. 3

Cuestions for Discussion:

1. McDonald’s followed fundamental ‘consistency’ rule sff.i::réng products of
uniform size, price and quality in all the markels where it operated. However, in
india the company went for an entirely differcut approach. Explain why
MeDonald s went for customization in India?

bd

Both McDonalds and Dominos customized their menus to Indian tastes. Explain
the difference in their positioning.

3. KFC also customized but it did not meet with the success as McDonalds and
Dominos had. Examine it critically.




