Procter & Gamble-Seope

As Gwen Hearst looked at the year-end report,
she was pleased to see that Scope held a 32
percent share of the mouthwash market for 1990.
She had been concerned about the inroads that
Plax, a prebrushing rinse, had made in the market.
Since its introduction in 1988, Plax had gained a
10 percent share of the product category and
posed a threat to Scope. As brand manager, Hearst
planned, developed, and directed the total mar-
keting effort for Scope, Procter & Gamble’s (P&G)
brand in the mouthwash market. She was respon-
sible for maximizing the market share, volume,
and profitability of the brand.

Until the entry of Plax, brands in the mouthwash
market were positioned around two major benefits:
fresh breath and killing germs. Plax was positioned
around a new benefit—as a “plaque fighter”—and
indications were that other brands, such as
Listerine, were going to promote this benefit. The
challenge for Hearst was to develop a strategy that
would ensure the continued profitability of Scope
in the face of these competitive threats. Her specific
task was to prepare a marketing plan for P&G’s
mouthwash business for the next three years. It
was early February 1991 and she would be pre-
senting the plan to senior management in March.

COMPANY BACKGROUND

Based on the philosophy of providing products of
superior quality and value that best fill the needs
of consumers, Procter & Gamble is one of the
most successful consumer goods companies in the
world. The company marketed its brands in more
than 140 countries and had net earnings of $1.6 bil-
lion in 1990. The Canadian subsidiary contributed
$1.4 billion in sales and $100 million in net earnings
in 1990. It is recognized as a leader in the Canadian
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packaged goods industry, and its consumer brands
lead in most of the categories in which the com-
pany competes.

Between 1987 and 1990, worldwide sales of P&G
had increased by $8 billion and net earnings by $1.3
billion. P&G executives attributed the company’s
success to a variety of factors, including the ability
to develop truly innovative products to meet con-
sumers’ needs. Exhibit 1 contains the statement of
purpose and strategy of the Canadian subsidiary.

P&G Canada has five operating divisions, orga-
nized by product category. The divisions, and some
of the major brands, are:

1. Paper products: Royale, Pampers, Luvs, Attends,
Always

2. Food and beverages: Duncan Hines, Crisco, Pringles,
Sunny Delight

3. Beauty care: Head & Shoulders, Pantene, Pert, Vidal
Sassoon, Clearasil, Clarion, Cover Girl, Max Factor,
Oil of Olay, Noxzema, Secret

4. Health care: Crest, Scope, Vicks, Pepto Bismol,
Metamucil

5. Laundry and cleaning: Tide, Cheer, Bounce, Bold,
Oxydol, Joy, Cascade, Comet, Mr. Clean

Each division has its own brand management,
sales, finance, product development, and opera-
tions line management groups and is evaluated as
a profit center. Typically, within each division a
brand manager is assigned to each brand (e.g.,
Scope). Hearst was in the Health Care Division and
reported to the associate advertising manager for
oral care, who, in turn, reported to the general
manager of the division. After completing her busi-
ness degree (B.B.A.) at a well-known Ontario busi-
ness school in 1986, Hearst had joined P&G as a
brand assistant. In 1987, she became the assistant
brand manager for Scope and in 1988 she was

This case was written by Professor Gordon H. G. McDougall and Professor Franklin Ramsoomair of Wilfrid Laurier University
as a basis of classroom discussion. Reprinted by permission of the authors.
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EXHIBIT 1
A Statement of Purpose and Strategy
Procter & Gamble, Canada

We will provide products of superior quality and value
that best fill the needs of consumers.

We will achieve that purpose through an organization
and a working environment which attracts the finest
people; fully develops and challenges our individual
talents; encourages our free and spirited collaboration to
drive the business ahead; and maintains the company’s
historic principles of integrity, and doing the right
thing.

We will build a profitable business in Canada. We will
apply P&G worldwide learning and resources to maxi-
mize our success rate. We will concentrate our resources
on the most profitable categories and on unique, impor-
tant Canadian market opportunities. We will also con-
tribute to the development of outstanding people and
innovative business ideas for worldwide company use.

We will reach our business goals and achieve opti-
mum cost efficiencies through continuing innovation,
strategic planning, and the continuous pursuit of excel-
lence in everything we do.

We will continuously stay ahead of competition while
aggressively defending our established profitable busi-
ness against major competitive challenges despite short-
term profit consequences.

Through the successful pursuit of our commitment,
we expect our brands to achieve leadership share and
profit positions and that, as a result, our business, our
people, our shareholders, and the communities in which
we live and work, will prosper.

Source: Company records.

promoted to brand manager. Hearst’s rapid
advancement at P&G reflected the confidence that
her managers had in her abilities.

THE CANADIAN MOUTHWASH MARKET

Until 1987, on a unit basis the mouthwash market
had grown at an average of 3 percent per year for
the previous 12 years. In 1987, it experienced a 26
percent increase with the introduction of new fla-
vors such as peppermint. Since then, the growth

rate had declined to a level of 5 percent in 1990
(Exhibit 2).

The mouthwash market was initially developed
by Warner-Lambert with its pioneer brand Liste-
rine. Positioned as a therapeutic germ-killing
mouthwash that eliminated bad breath, it domi-
nated the market until the entry of Scope in 1967.
Scope, a green, mint-tasting mouthwash, was posi-
tioned as a great tasting, mouth-refreshing brand
that provided bad breath protection. It was the first
brand that offered both effective protection against
bad breath and a better taste than other mouth-
washes. Its advertising focused, in part, on a per-
ceived weakness of Listerine—a medicine breath
(e.g., “Scope fights bad breath. Don’t let the good
taste fool you.”)—and in 1976, Scope became the
market leader in Canada.

In 1977, Warner-Lambert launched Listermint
mouthwash as a direct competitor to Scope. Like
Scope, it was a green, mint-tasting mouthwash and
was positioned as a “good tasting mouthwash that
fights bad breath.” Within a year it had achieved a
12 percent market share, primarily at the expense of
Listerine and smaller brands in the market.

In the 1970s, Merrell Dow, a large pharmaceutical
firm, launched Cepacol, which was positioned very
close to Listerine. It achieved and held approxi-
mately 14 percent of the market in the early 1980s.

During the 1980s, the major competitive changes
in the Canadian mouthwash market were:

¢ Listerine, which had been marketed primarily on a
“bad breath” strategy, began shifting its position and
in 1988 introduced the claim: “Fights plaque and
helps prevent inflamed gums caused by plaque.” In
the U.S,, Listerine gained the American Dental
Association seal for fighting plaque but, as yet, did
not have the seal in Canada.

e Listermint added fluoride during the early 1980s and
added the Canadian Dental Association seal for pre-
venting cavities in 1983. More recently, Listermint
had downplayed fluoride and removed the seal.

¢ In early 1987, flavors were introduced by a number
of brands including Scope, Listermint, and various
store brands. This greatly expanded the market in
1987 but did not significantly change the market
shares held by the major brands.
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EXHIBIT 2
Mouthwash Market

1986 1987 1988 1989 1990
Total Retail Sales (000,000) $43.4 $54.6 $60.2 $65.4 $68.6
Total Factory Sales (000,000) $34.8 $43.5 $48.1 $52.2 $54.4
Total Unit Sales (000)2@ 863 1,088 1,197 1,294 1,358
(% change) 3 26 10 8 5
(% change—"breath only)b 3 26 0 3 5
Penetration (%) 65 70 75 73 75
Usage (# of times per week)d 2.0 22 2.3 2.4 3.0

Source: Company records.

4 One unit or statistical case equals 10 litres or 352 fluid ounces of mouthwash.

b Excludes Plax and other prebrushing rinses.
€ Percent of households having at least one brand in home.
d For each adult household member.

e Colgate Fluoride Rinse was launched in 1988. With
the seal from the Canadian Dental Association for
preventing cavities, it claimed that “Colgate’s new
fluoride rinse fights cavities. It has a mild taste that
encourages children to rinse longer and more often.”
Colgate’s share peaked at 2 percent and then
declined. There were rumors that Colgate was plan-
ning to discontinue the brand.

e In 1988, Merrell Dow entered a licensing agreement
with Strategic Brands to market Cepacol in Canada.
Strategic Brands, a Canadian firm that markets a
variety of consumer household products, had
focused its efforts on gaining greater distribution for
Cepacol and promoting it on the basis of price.

e In 1988, Plax was launched on a new and different
platform. Its launch and immediate success caught
many in the industry by surprise.

’

THE INTRODUCTION OF PLAX

Plax was launched in Canada in late 1988 on a plat-
form quite different from the traditional mouth-
washes. First, instead of the usual use occasion of
“after brushing,” it called itself a “prebrushing”
rinse. The user rinses before brushing, and Plax’s
detergents are supposed to help loosen plaque to
make brushing especially effective. Second, the

product benefits were not breath focused. Instead it
claimed that “Rinsing with Plax, then brushing
normally, removes up to three times more plaque
than just brushing alone.”

Pfizer Inc., a pharmaceutical firm, launched
Plax in Canada with a promotional campaign
budget that was estimated to be close to $4 mil-
lion. The campaign, which covered the last three
months of 1988 and all of 1989, consisted of adver-
tising estimated at $3 million and extensive sales
promotions including: (a) trial-size display in
three drugstore chains ($60,000); (b) co-op mail
couponing to 2.5 million households ($160,000);
(c) instantly redeemable coupon offer ($110,000);
(d) professional mailer to drug and supermarket
chains ($30,000); and (e) a number of price reduc-
tions ($640,000). Plax continued to support the
brand with advertising expenditures of approxi-
mately $1.2 million in 1990. In 1990, Plax held a 10
percent share of the total market.

When Plax was launched in the U.S,, it claimed
that using Plax “removed up to 300 percent more
plaque than just brushing.” This claim was chal-
lenged by mouthwash competitors and led to an
investigation by the Better Business Bureau. The
investigation found that the study on which Plax



912

Procter & Gamble-Scope

based its claim had panelists limit their toothbrush-
ing to just 15 seconds—and didn’t let them use
toothpaste. A further study, where people were
allowed to brush in their “usual manner” and with
toothpaste, showed no overall difference in the
level of plaque buildup between those using Plax
and a control group that did not use Plax. Plax then
revised its claim to “three times more plaque than
just brushing alone.” Information on plaque is con-
tained in Appendix A.

THE CURRENT SITUATION

In preparing for the strategic plan, Gwen Hearst
reviewed the available information for the mouth-
wash market and Scope. As shown in Exhibit 2, in
1990, 75 percent of Canadian households used one
or more mouthwash brands and on average, usage
was three times per week for each adult household
member. Company market research revealed that
users could be segmented on frequency of use;
“heavy” users (once a day or more) comprised 40
percent of all users, “medium” users (two to six
times a week) comprised 45 percent, and “light”
users (less than once a week) comprised 15 percent.
No information was available on the usage habits
of prebrushing rinse users.

Non-users currently don’t buy mouthwash
because they either: (a) don’t believe they get bad
breath; (b) believe that brushing their teeth is ade-
quate; and/or (c) find alternatives such as gums
and mints more convenient.

The most important reasons why consumers use
mouthwash follow:

Most important reason for using mouthwash: % *
It is part of my basic oral hygiene 40
It gets rid of bad breath 40
It kills germs 30
It makes me feel more confident 20
To avoid offending others 25

*Multiple reasons allowed.

During 1990, a survey was conducted on the
image mouthwash users had of the major brands

on the market (Exhibit 3). Respondents were asked
to rate the brands on a number of attributes and the
results showed that Plax had achieved a strong
image on the “removes plaque/healthier teeth and
gums” attributes.

Market share data revealed there was a substan-
tial difference in the share held by Scope in food
stores (e.g., supermarkets), 42 percent, versus drug-
stores, 27 percent (Exhibit 4). Approximately 65
percent of all mouthwash sales went through drug-
stores while 35 percent went through food stores.
Recently, wholesale clubs, such as Price Club and
Costco, had accounted for a greater share of
mouthwash sales.] Typically, these clubs carried
Cepacol, Scope, Listerine, and Plax.

Competitive data was also collected for advertis-
ing expenditures and retail prices. As shown in
Exhibit 5, total media spending of all brands in
1990 was $5 million, with Scope, Listerine, and Plax
accounting for 90 percent of all advertising. Retail
prices were calculated based on a 750 mL bottle:
both Listerine and Plax were priced at a higher
level in food stores and Plax was priced at a pre-
mium in drugstores.

Information on the U.S. market for 1989 was also
available (Exhibit 6). In contrast to Canada, Lister-
ine held the dominant share in the U.S. market.
Since early 1989, Listerine had been advertised
heavily in the U.S. as “the only nonprescription
mouthwash accepted by the American Dental
Association for its significant help in preventing
and reducing plaque and gingivitis.” In clinical
tests in the United States, Listerine significantly
reduced plaque scores by roughly 20 to 35 percent,
with a similar reduction in gingivitis. In Canada,
the 1990 advertising campaign included the claim
that Listerine has been clinically proven to “help
prevent inflamed and irritated gums caused by
plaque build-up.” Listerine’s formula relied on
four essential oils—menthol, eucalyptol, thymol,
and methyl salicylate—all derivatives of phenol, a
powerful antiseptic.

1 Wholesale clubs were included in food store sales.



EXHIBIT 3
Consumer Perceptions of Brand Images

Procter & Gamble-Scope

All Users @

Attributes Cepacol

Colgate

Listerine Listermint Plax Scope

Reduces Bad Breath

Kills Germs +
Removes Plaque

Healthier Teeth and Gums

Good for Preventing Colds

Recommended by Doctors/Dentists

Cleans Your Mouth Well

Brand Users b

Attributes Cepacol

Colgate

Listerine Listermint Plax Scope

Reduces Bad Breath +
Kills Germs +
Removes Plaque —
Healthier Teeth and Gums
Good for Preventing Colds +
Recommended by Doctors/Dentists +

+ o+ + o+ o+
|
+ o+

Source: Company records.

2 Includes anyone who uses mouthwash. Respondents were asked to rate all brands (even those they hadn’t used) on the attrib-
utes. A “+” means this brand scores higher than average. A “...” means this brand scored about average. A “—" means this brand
scored below average. For example, Cepacol is perceived by those who use mouthwash as a brand that is good /better than most at

“preventing germs.”

b Includes only the users of that brand. For example, Cepacol is perceived by those whose “usual brand” is Cepacol as a brand

that is good /better than most at “reducing bad breath.”

Listerine had not received the consumer product
seal given by the Canadian Dental Association
(CDA) because the association was not convinced a
mouthrinse could be of therapeutic value. The
CDA was currently reviewing American tests for
several products sold in Canada. In fact, any pro-
posed changes to the formulation of mouthwashes
or advertising claims could require approval from
various regulatory agencies.

THE REGULATORY ENVIRONMENT

1. Health Protection Branch (HPB): This government
body classifies products into “drug status” or “cos-
metic status” based on both the product’s action on
bodily functions and its advertising claims. Drug
products are those that affect a bodily function (e.g.,
prevent cavities or prevent plaque build-up). For

“drug status” products, all product formulations,
packaging, copy, and advertising must be precleared
by the Health Protection Branch (HPB), with guide-
lines that are very stringent. Mouthwashes such as
Scope that claim to only prevent bad breath are con-
sidered as “cosmetic status.” However, if any claims
regarding inhibition of plaque formation are made,
the product reverts to “drug status” and all advertis-
ing is scrutinized.

. The Canadian Dental Association (CDA): The CDA

will, upon request of the manufacturer, place its seal
of recognition on products that have demonstrated
efficacy against cavities or against plaque/gingivitis.
However, those products with the seal of recognition
must submit their packaging and advertising to the
CDA for approval. The CDA and the American
Dental Association (ADA) are two separate bodies
and are independent of one another, and don’t
always agree on issues. The CDA, for example,
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EXHIBIT 4
Canadian Mouthwash Market Shares (%)
Units
1990 Average

1988 1989 1990 Food Drug
Scope 33.0 33.0 32.3 42.0 27.0
Listerine 15.2 16.1 16.6 12.0 19.0
Listermint 15.2 9.8 10.6 8.0 12.0
Cepacol 13.6 10.6 10.3 9.0 11.0
Colgate Oral Rinse 14 1.2 0.5 0.4 0.5
Plax 1.0 10.0 10.0 8.0 11.0
Store Brands 16.0 154 16.0 18.0 15.0
Miscellaneous Other 46 39 37 26 _ 45
Total 100.0 100.0 100.0 100.0 100.0
Retail Sales (000,000) $60.2 $65.4 $68.6 $24.0 $44.6

Source: Company records.

would not provide a “plaque/gingivitis” seal unless
clinical studies demonstrating actual gum health
improvements were done.

3. Saccharin/Cyclamate Sweeteners: All mouthwashes
contain an artificial sweetener. In Canada, cyclamate
is used as the sweetener as saccharin is considered a
banned substance. In contrast, the U.S. uses saccha-
rin because cyclamate is prohibited. Thus, despite
the fact that many of the same brands competed in
both Canada and the U.S., the formulas in each coun-
try were different.

THE THREE-YEAR PLAN

In preparing the three-year plan for Scope, a team
had been formed within P&G to examine various
options. The team included individuals from pro-
duct development (PDD), manufacturing, sales,
market research, finance, advertising, and opera-
tions. Over the past year, the team had completed a
variety of activities relating to Scope.

The key issue, in Hearst’s mind, was how P&G
should capitalize on the emerging market segment
within the rinse category that focused more on
“health-related benefits” than the traditional breath

strategy of Scope. Specifically with the launch of
Plax, the mouthwash market had segmented itself
along the “breath-only” brands (like Scope) and
those promising other benefits. Plax, in positioning
itself as a prebrushing rinse, was not seen as, nor
did it taste like, a “breath refreshment” mouthwash
like Scope.

Gwen Hearst believed that a line extension posi-
tioned against Plax, a recent entry into the market,
made the most sense. If the mouthwash market
became more segmented, and if these other brands
grew, her fear was that P&G would be left with a
large share of a segment that focused only on
“breath” and hence might decline. However, she
also knew that there were questions regarding
both the strategic and financial implications of
such a proposal. Exhibit 7 provides historical
financials for Scope. In recent meetings, other
ideas had been proposed, including “doing noth-
ing” and looking at claims other than “breath”
that might be used by Scope instead of adding a
new product. Several team members questioned
whether there was any real threat, as Plax was
positioned very differently from Scope. As she



EXHIBIT 5
Competitive Market Data-1990

Advertising Expenditures (000)

Scope $1,700
Listerine 1,600
Plax 1,200
Listermint 330
Cepacol 170
Media Plans

No. of Weeks on Air GRPs @
Scope 35 325
Listerine 25 450
Plax 20 325
Retail Price Indices

Food Stores Drugstores

Scope 98 84
Listerine 129 97
Listermint 103 84
Colgate 123 119
Plax 170 141
Store Brand 58 58
Cepacol 84 81
Total Market P 100 100

Source: Company records.

4 GRP (Gross Rating Points) is a measurement of advertising
impact derived by multiplying the number of persons exposed
to an advertisement by the average number of exposures per
person. The GRPs reported are monthly.

b An average weighted index of the retail prices of all
mouthwash brands is calculated and indexed at 100 for both
food stores and drugstores. Scope is priced slightly below this
index in food stores and about 16% below in drugstores.

considered the alternatives, Hearst reviewed the
activities of the team and the issues that had been
raised by various team members.

PRODUCT DEVELOPMENT (PDD)

In product tests on Scope, PDD had demonstrated
that Scope reduced plaque better than brushing
alone because of antibacterial ingredients con-
tained in Scope. However, as yet P&G did not have
a clinical database to convince the HPB to allow

Procter & Gamble-Scope

EXHIBIT 6
Canadall.S. Market Share
Comparison (1989) (% units)

Brands Canada United States
Scope 33.0 21.6
Listerine 16.1 28.7
Listermint 9.8 4.5
Cepacol 10.6 3.6
Plax 10.0 9.6

Source: Company records.

Scope to extend these claims into the prevention of
inflamed gums (as Listerine does).

PDD had recently developed a new prebrushing
rinse product that performed as well as Plax but
did not work any better than Plax against plaque
reduction. In fact, in their testing of Plax itself, PDD
were actually unable to replicate the plaque reduc-
tion claim made by Pfizer that “rinsing with Plax,
then brushing normally removes up to three times
more plaque than brushing alone.” The key benefit
of P&G’s prebrushing rinse was that it did taste
better than Plax. Other than that, it had similar aes-
thetic qualities to Plax—qualities that made its “in
mouth” experience quite different from that of
Scope.

The product development people in particular
were concerned about Hearst’s idea of launching a
line extension because it was a product that was
only equal in efficacy to Plax for plaque reduction.
Traditionally, P&G had only launched products
that focused on unmet consumer needs—typically
superior performing products. However, Hearst
had pointed out, because the new product offered
similar efficacy at a better taste, this was similar to
the situation when Scope was originally launched.
Some PDD members were also concerned that if
they couldn’t replicate Plax’s clinical results with
P&G’s stringent test methodology, and if the prod-
uct possibly didn’t provide any greater benefit
than rinsing with liquid, that P&G’s image and
credibility with dental professionals might be
impacted. There was debate on this issue as others
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EXHIBIT 7
Scope Historical Financials
Year 1988 1989 1990
Total Market Size (units) (000) 1,197 1,294 1,358
Scope Market Share 33.0% 33.0% 32.4%
Scope Volume (units) (000) 395 427 440
$(000) $/Unit $(000) $(Unit) $(000) $(Unit)

Sales 16,767 42.45 17,847 41.80 18,150 41.25
COGS 10,738 27.18 11,316 26.50 11,409 25.93
Gross Margin 6,029 15.27 7,299 15.30 6,741 15.32
Scope Marketing Plan Inputs
Scope “Going” Marketing Spending
Year 1990 1989 1988
Advertising (000) $1,700 - -
Promotion (000) 1,460 - -
Total (000) 3,160 3,733 2,697
Marketing Input Costs
Advertising: (See above.)
Promotion: Samples (Including Distribution): $0.45/piece

Mailed Couponing $10.00 per 1,000 for printing distribution

In-store Promotion

$0.17 handling per redeemed coupon (beyond face value)
redemption rates: 10% to 15%

$200/store (fixed)
$0.17 handling per redeemed coupon (beyond face value)
redemption rates: 85% +

Source: Company records.

felt that as long as the product did encourage bet-
ter oral hygiene, it did provide a benefit. As fur-
ther support, they noted that many professionals
did recommend Plax. Overall, PDD’s preference
was to not launch a new product but, instead, to
add plaque reduction claims to Scope. The basic
argument was that it was better to protect the
business that P&G was already in than to launch a
completely new entity. If a line extension was pur-
sued, a product test costing $20,000 would be
required.

SALES

The sales people, who had seen the inroads Plax
had been making in the marketplace, believed that
Scope should respond quickly. They had one key
concern—as stock-keeping units (SKUs) had
begun to proliferate in many categories, the retail
industry had become much more stringent regard-
ing what it would accept. Now, to be listed on
store shelves, a brand must be seen as unique
enough from the competition to build incremental



purchases—otherwise retailers argued that cate-
gory sales volume would simply be spread over
more units. When this happened, a retail outlet’s
profitability was reduced because inventory costs
were higher, but no additional sales revenue was
generated. When a new brand was viewed as not
generating more sales, retailers might still list the
brand by replacing units within the existing line
(e.g., drop shelf facings of Scope), or the manufac-
turer would pay approximately $50,000 per SKU
in listing fees to add the new brand. This fee of
$50,000 per SKU would enable a manufacturer to
get national distribution with a retail chain such
as Shopper’s Drug Mart or Loblaws.

MARKET RESEARCH (MR)

Market research had worked extensively with
Hearst to test the options with consumers. Their
work to date had shown:

1. A plaque reassurance on current Scope (i.e., “Now
Scope fights plaque”) did not seem to increase com-
petitive users’ desire to purchase Scope. This meant
that it was unlikely to generate additional volume
but it could prevent current users from switching.

MR also cautioned that in adding “reassurances” to
a product, it often takes time before the consumer
accepts the idea and then acts on it. The issue in
Hearst’s mind was whether the reassurance would
ever be enough. At best it might stabilize the business,
she thought, but would it grow behind such a claim?

2. A “Better Tasting Prebrushing Dental Rinse” product
did research well among Plax users, but did not
increase purchase intent among people not currently
using a dental rinse. MR’s estimate was that a brand
launched on this positioning, using the Scope name,
would likely result in approximately a 6.5 percent
share of the total mouthwash and “rinse” market on
an ongoing basis. Historically, it has taken approxi-
mately two years to get to the ongoing level. How-
ever, there was no way for MR to accurately assess
potential Scope cannibalization. “Use your judg-
ment,” MR had said. However, MR cautioned that
although it was a product for a different usage occa-
sion, it was unlikely to be 100 percent incremental
business. Hearst’s best rough guess was that this
product might cannibalize somewhere between 2

Procter & Gamble-Scope

to 9 percent of Scope’s sales. An unresolved issue
was the product’s name—if it were launched, should
it be under the Scope name or not? One fear was that
if the Scope name was used it would either “turn
off” loyal users who saw Scope as a breath refresh-
ment product or confuse them.

MR had questioned Hearst as to whether she
had really looked at all angles to meet her objective.
Because much of this work had been done quickly,
they wondered whether there weren’t some other
benefits Scope could talk about that would interest
consumers and hence achieve the same objective.
They suggested that Hearst look at other alterna-
tives beyond just “a plaque reassurance on Scope”
or a “line extension positioned as a ‘Better Tasting

7o

Prebrushing Dental Rinse’.

FINANCE

The point of view from finance was mixed. On the
one hand, Plax commanded a higher price/litre
and so it made sense that a new rinse might be a
profitable option. On the other hand, they were
concerned about the capital costs and the market-
ing costs that might be involved to launch a line
extension. One option would be to source the prod-
uct from a U.S. plant where the necessary equip-
ment already existed. If the product was obtained
from the U.S., delivery costs would increase by
$1.00 per unit. Scope’s current financial picture and
an estimate of Plax’s financial picture are provided
in Exhibits 8 and 9.

PURCHASING

The purchasing manager had received the formula
for the line extension and estimated that the ingre-
dients cost would increase by $2.55 per unit due to
the addition of new ingredients. However, because
one of the ingredients was very new, finance felt
that the actual ingredient change might vary by +
50 percent. Packaging costs would be $0.30 per unit
higher owing to the fact that the set-up charges
would be spread over a smaller base.
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EXHIBIT 9

Plax Financial Estimates (per unit)

Net sales 65.09
COGS

Ingredients 6.50
Packaging 8.30
Manufacturing 6.50
Delivery 3.00
Miscellaneous _1.06
Total 25.36

EXHIBIT 8
Scope 1990 Financials
$(000) $/Units
Net sales 18,150 41.25
Ingredients 3,590 8.16
Packaging 2,244 5.10
Manufacturing 3,080 7.00
Delivery 1,373 3.12
Miscellaneous 1,122 _2.55
Cost of Goods Sold 11,409 25.93
Gross Margin 6,741 1532

Source: Company records.

¢ Notes:

* Net Sales = P&G revenues.

¢ Manufacturing: 50% of manufacturing cost is fixed,
of which $200M is depreciation.
20% of manufacturing cost is labor.

Miscellaneous: 75% of miscellaneous cost is fixed.

General office overheads are $1,366M.

Taxes are 40%.

Currently the plant operates on a five-day, one-shift

operation.

P&G’s weighted average cost of capital is 12%.

e Total units sold in 1990 were 440,000.

ADVERTISING AGENCY

The advertising agency felt that making any new
claims for Scope was a huge strategic shift for the
brand. They favored a line extension. Scope’s strat-
egy had always been “breath refreshment and
good tasting” focused, and they saw the plaque
claims as very different, with potentially signifi-
cant strategic implications. The one time they had
focused advertising only on taste and didn’t rein-
force breath efficacy, market share fell. They were
concerned that the current Scope consumer could
be confused if plaque or any “nonbreath” claims
were added and that Scope could actually lose
market share if this occurred. They also pointed

Source: P&G estimates.
Notes: General overhead costs estimated at $5.88/unit.

out that trying to communicate two different ideas
in one commercial was very difficult. They believed
the line extension was a completely different prod-
uct than Scope with a different benefit and use
occasion. In their minds, a line extension would
need to be supported on an ongoing basis sepa-
rately from Scope.

WHAT TO RECOMMEND?

Hearst knew the business team had thought long
and hard about the issue. She knew that manage-
ment was depending on the Scope business team to
come up with the right long-term plan for P&G—
even if that meant not introducing the new prod-
uct. However, she felt there was too much risk
associated with P&G’s long-term position in oral
rinses if nothing was done. There was no easy
answer—and compounding the exigencies of the
situation was the fact that the business team had
differing points of view. She was faced with the
dilemma of providing recommendations about
Scope, but also needed to ensure that there was
alignment and commitment from the business
team, or senior management would be unlikely to
agree to the proposal.



APPENDIX A
Plaque

Procter & Gamble-Scope

Plaque is a soft, sticky film that coats teeth within hours
of brushing and may eventually harden into tartar. To
curb gum disease—from which over 90 percent of
Canadians suffer at some time—plaque must be curbed.
Research has shown that, without brushing, within 24
hours a film (plaque) starts to spread over teeth and
gums and, over days, becomes a sticky, gelatinous mat,
which the plaque bacteria spin from sugars and
starches. As the plaque grows, it becomes a home to yet
more bacteria—dozens of strains. A mature plaque is
about 75 percent bacteria; the remainder consists of
organic solids from saliva, water, and other cells shed
from soft oral tissues.

As plaque bacteria digest food, they also manufacture
irritating malodorous by-products, all of which can
harm a tooth’s supporting tissues as they seep into the
crevice below the gum line. Within 10 to 21 days,
depending on the person, signs of gingivitis—the
mildest gum disease—first appear; gums deepen in

color, swell, and lose their normally tight, arching con-
tour around teeth. Such gingivitis is entirely reversible.
It can disappear within a week after regular brushing
and flossing are resumed. When plaque isn’t kept under
control, gingivitis can be the first step down toward
periodontitis, the more advanced gum disease in which
bone and other structures that support the teeth become
damaged. Teeth can loosen and fall out, or require
extraction.

The traditional and still best approach to plaque con-
trol is careful and thorough brushing and flossing to
scrub teeth clean of plaque. Indeed, the anti-plaque
claims that toothpastes carry are usually based on the
product’s ability to clean teeth mechanically, with
brushing. Toothpastes contain abrasives, detergent, and
foaming agents, all of which help the brush do its
work.

Source: “The Plaque Debate,” Canadian Consumer, 1990. No. 9,
pp. 17-23.

919



