i‘l;-..TllTIIRIAL FOR CONGLOMERATE INC.
PROMOTIONAL ANAYLSIS (conglom.xls)
"'_-“jn.

CASE: CONGLOMERATE, INC. PROMOTIONAL ANALYSIS, P. 58

This spreadsheet and the associated exercise are intended to familiarize you with building
formulas in Excel, to teach you to use Excel’s Solver function, and to introduce the concept
of response functions.

On the Model menu, select Conglomerate Promotional Analysis (XL) to see the
Introduction screen.

Introduction

Conglomerate Inc. Promotional Analysis

You are working on a promotional analysis for Conglomerate, Inc.
The firm has been using historic norms to set promotional budgets.
However, it has recently done a “"gualitative response assessment”
and that information may help it to beat the norms. The problem you
face is to decide how much to spend in total and how to allocate that
spending in four Mortheast regions.

T

Click Next to see the main spreadsheet.
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%] File Edit “iew Ilnsen Fornat Tools Data Window  Model Help == ]
home j |
A | B | C T D T E T F G =

1 | Conglom Promotional Analysis Worksheet I—
2

| 3 | Percent of Base Boston New York Washington Philadelphia

| 4 | Promo Spending==> 100,05 10005 100,07 100,052

5|

6|

| 7 | Total Market Size 51,876,000 155,628,000 103,752,000 46,538,400

| 8 | %% Deal Prone 2 3 292 1922

19| Deal Market Size 10,893,960 48,244 580 28,984,328 837,354

| 10 | Iarket Share™ 5.005% 5.00% 5.00%% 5.00%%

| 11| Linit Sales 2.5593.800 7781398 5,187.539 2334.420

| 12 | Uit Price [avg) $2.25 $2.25 $2.25 3225

112 ] Uit Cast [ava) $169 $163 $1E9 $169

[14] Youfillin>>> Giross Profit= [ [ [ |
15

E Baseline Prorno Budget $291.803 4875408 4553605 262622

| 17 | Planned Proma Budget $291.803 $875,408 $BE3.605 $262 B22
18

(18]  Youfilliny>> Met Profit= [ [ [ |

[20]

| 21 | Total Met Profit= $0 Irnprovernent aver Base= [$6,009,004]

| 22 | Base Profit = $8.003,004

[23]

| 24 | “hate: karket share is [[100% - % deal prone) x Base Share

| 25 | + ¥ deal prone x Fesponse multiplier x Base Share

| 26 | Our Baze Share iz 5% in each market.

il 4] %[ ¥, wshData l4] \ "
Ready Sum=0 UM

* Tutorial 1, June 2005



1. Tutorial

If you fill in the gross-profit and net-profit cells correctly your screen will look like this:

Note: You must fill in the gross profit and net profit cells using Excel formulas that you
develop.
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%] File Edit %iew Inset Format Tools Dats Window  dodel  Help =lE] =]
home j |
A | B | C I D I E I F & |

1 | Conglom Promotional Analysis Worksheet —
2

| 3 | Fercent of Base Boston Mew York washington FPhiladelphia

| 4 | Promo Spending==> 0003 100.0%2 100,024 10003

=

=

| ¥ | Total Market Size 51,876,000 155,628,000 103,752,000 46,685,400

| 8 | 7 Deal Prone 21 KA 29 18%

=N Deal harket Size 10,893,360 48 244 B8O 29,984,328 8,637,354

| 10 | bdarket Share™ 5.00% 5.00% 5.00%2 5.00%

| 1| Unit Sales 2593200 7.7E1.398 5,187 533 2.334.420

| 12 | Unit Price [avg) 3225 $2.25 §2.25 $2.25

| 13 | Unit Cost [avg) $163 3163 $1.69 $163

[14]  Youfillin>>> Gross Profit= 1452628 | 54357583 | $2 906,055 | $1.307.275 |
15

E Baseline Prorno Budget $291.803 $875.408 4583605 $262,622

| 17 | Flanned Fromo Budget $291.803 $870.408 $583.605 $262.622
18

(19|  YouFill in>>> Met Profit= 1,160,725 | $3,482,175 | $2,321451 | 1,044,653 |

20

| 21 | Total Met Profit= +8,009,004 Irnprovernent over Base= $0

| 22 | Basze Profit = $8.003,004

23]

| 24 | “hote: Market share iz [[1003 - > deal prone] x Base Share

| 25 | + * deal prone x Responze multiplier x Base Share

| 26 | COur Base Share is 572 in each market.

2 r<| »| M, wehData |41 | vl
Ready Sum=0 ML

Next, you must determine the “optimal” spending level that maximizes Total Net Profit (cell
D21). (Your spending level for each of the four regions must be greater than or equal to zero.)

Tools | Data  ‘Window Help  Maodel
% apeling. .. F7
\@ Error Checking. ..

Speech 3

Share Workboak. ..

Track Changes 3
Protection 3
Online Collaboration 3
Goal Seek, ..

SCENAarios...

Formula Auditing »
Solver, .,

Tools on the Web. ..
Macro ]
add-Ins. ..
ZE  fuboCorrect Options...
Customize, .,

Options...

On the Tools menu, select Solver to perform this task.
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Solver Parameters

Set Target Cell: |$D$21

Equalto:  © bax ¢ Min O Walue ||:I Close

By Changing Cells:

decar Gless

=ubjectto the Constraints: Dptions ...

$0%4 >=10 [~
$EF4»=10

F§d =0
tFE Change... Eeset All

Enter the target cell, D21, the one you want to maximize.

You must determine the percent of the base promotional expenditure that will be allotted
to each area (i.e., the decision variables are cells D4 to G4). And you need to Add constraints
to be sure the values in D4 to G4 are > 0. Click Solve to try solving.

In some cases, the Solver run in Excel will not converge. You may then have to provide
Solver with new starting values. Please see the appendix to Chapter 2 of the text.

tain Menu

Irtroduction
Analyziz Area
Help

Back to Mktg. Eng.

For other options, go to the Model menu and select Main Menu.
The main menu offers the following options:

Main Menu

" Goto Analysis Area

. Cancel
& Calibrate

" Resetto Base Calibration miely

it

_Cancel |
__Help |
_ G|

To modify the built-in response functions, select Calibrate. Choose one of the regions
to pull up the base data for calibration and to change those data.



1. Tutorial

Calibration Case Selection |

" Boston

 MNew York
Cancel |
" “Washingtan

Select an iterm and click OK to
change data.

If you select Philadelphia, you will see the current values for the Philadelphia promo-
tional response function. These are given as fractions of base response compared to fractions
of base spending. These values are used to estimate the parameters of an Adbudg function
(see Chapter 2).

In this case, you are asked to estimate and enter the sales level that you think would be
realized if Conglomerate had

No promotional budget
Half of the current promotional budget (0.5 - $262,622)

50 percent more than the current promotional budget (1.5 - $262,622)
An unlimited promotional budget

Calibration Data |
Case:  Philadelphia

Effort Current Base

Nane [l 0.60
OneHaffless [18  0.80 Ea—
Cne-Half kore IT 1.80 Help
Saturation IT 2.90

Mote: The values have to be increasing.

a;

The base values for these four levels (0.6, 0.8, 1.8, and 2.9, respectively) are normalized
relative to base sales level ($2,334,420). Thus the value 0.6 means: “If we cut our promotional
budget to 0, we expect to sell 60 percent of $2,334,420.”
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If you make Philadelphia much less responsive to promotional effort by entering lower
values in the Current column and click OK, you will see the new promotional response
curve compared to the old one (you can thus verify that the new input data make sense).
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27 File Edit Yiew Insen Format Tools Window todel Help =1 |
Philadelphia
BB et

Market Response

] L e e e e B L A e e e e e B B N s |
o™ 2w w© = = o = B W o Continue
o o o o — -— -— — ' (o] [ [ . .
Calibration
Proportion of the Current Promotional Level
Analysis Area
—Base — Current =
Mﬂﬂ [, wshData % chtCysB /
| MU

Click Analysis Area to do other analyses with different assumptions about market
response. For example, by changing the values in cells D4 to G4 (multipliers of the current
or base spending level) you can see the impact of changing spending levels and allocations
on total net profit. You can recover the original base calibration at any time by going to the
Model menu, selecting Main Menu, and selecting Reset to Base Calibration.



