Goodyear Tire and Rubber
Company

In carly 1992, Goodyear Tire and Rubber Company cxecuives were reconsiler-
ing a proposal mude by Sears, Bocbuck ansl Coumpany. Sears management had
approsched Goodyear about selbing the company’s propualas Exghe brand tire in
1909, The projeosl was declised, At the tinse, Goodycar's top mansgel be-
Teevend that ssch an action would sndesmine the lire sales of company-nwned
Goodyear Auto Service Cenbers amd franchived Geoodyear Tire Deslers, which
were the principal retail sowrces for Gooslysar brasd tires. However, Fodlowing a
$38 rmillion lass in 1930 and o change in Goodyear top management i 1991, the
Sears parimpeonal resurfaced for considerating

T factors contrilated w0 ihe tenewed mecreat 16 the bears T-'T“P'\-H-l] Firsd,
between 1967 and 1991, Goodyear bransd ibres recorded a 32 peronnt decline in
muarkel share (or passenger car roplacs the Uniiend Sexpes. This share
declie fepresented a loss of about 4.9 millon e oniks It was helieved that
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the growth of wanchons:
coupbed with mulsiba uj =irbwaied o the mare
ket share crmin (sec Exhi lar meardy 2 million
wom-sul Casdyear bramd tires woee bolng v i winnaally ml s S50 S
Anin Centers in e Unibed Stales. Ads i Geetm el executive, thie Enilane
1o repurhase Groasbyear braml tics bapgar y ety tvmipse the remark-
abie loyalty of Sears customers bl if 1 hiay the beest Ui avsiiablie from these
offered by Sears,” which did mi inchuade Geommlyear (1] i tires. P

The Sears proposal rdsed several srategls o teranons for Goodyelr.
PFirst, a5 & marter of distrilwation pebicy, Goodyear Dacd pog sold thie Cromcyenr e
brand through a nass mercdandiser sinoe the 19205, when 8 sold tines tharciugh
Soars. A decision o sell Goodyear bramd passenger car tocs agxin through Sean
would represent a significant change 0 destribistion policy and could create
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P policy questions: koamed. Spexifically, shoukd the anmngement
:::S;m inchude (1) only the Goodyear Eaghe brand or (23 all of its Goodyesr
¥ Relatedly, shoubd Gaodyear alkew Scars 40 carry one or meone brands
1'_ulumt-hr and have its own dealers camy certaln brands on an exclusive bask?
Goxmbycar presently has 12 by of passenger and bght-truck thees sobd under
the l;:-pudyq.-n'rhm, FARging From lower-peicod giee b ds bo a vewy I
sprcial high-speed tire fos 3 Corvette that bear thee Grisslyear pame. =

.‘THE".HE INDUSTRY

Thee tire inbustry s ghehal in soope, and comgeetiton origlasie, produce, amd mar-
ket thelr prosiucts warldwide, Worlkd tiee procduction in 1991 was appeoximaie by
S0 prillion tires, of which 2% peroeat wore prodlecnd in North Amenics, 28 pers
cent in Asia, and I3 percent in Westemn Europe. Ten tire mancfacturners aooount
for 7% poeoent of wiord wide production. Groupse Michelin, with headquarters in
France, |s the workd's Largest pooducer and markets the Michelin, Uniroyal, and
BF Gosidebch brands. Gissdidan i the second-largest producer. with Goadyrar,
Kelty-springfickd, Lee, and Pouglas being its meost well-known brasds,

! sone Corporation, 8 Jaguness o, s the thind-larngest tise producer, lis
oranids are Bridgestone and Firestone, These theee Frms account for almost
@wd.u-m-ﬂmﬂ“ﬁ: =

e |
The Original Equipment Tire Market, .. (g o com P
fuistry ';mmmd-w-rmtl}h_
ahe fie sl (23 the pepls tire market. Original equipment tines are sold
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year. Geodyear i the perennisl muret share beadey o eotiginal exuipment Gees,
captusring 38 percent of this scgment i 1991, Exhilsit 2 shows the ariginal oquip:

it market shares for s tie sanpysbiers. o
e pevmari] fio oigginal equiprent tires i derived; that n,lhvvuhmhﬂn"} |
pelaped 1o stesmobile and truck production. Overall original cquipment tire e
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preadwear lie of 25000 o 30,000 miles per the." Worklwide unit shipmenss in
this segment have been “ai” due in part i the longer teadlife of pew tires.
Exhibit % shows onginal equipmen and replacoment unit sales in the Unised
States for the perbod 1987 o 1991,

Tire manufacturcrs produce 8 barge varkety of grades and lines ol tires for
he fiipe market unsder both sanufscturens’ brand names and private
lakscls. Bramded replacerment tires are mesdbe 1o tee tiremaker's own specifications.
Soume private-label tires supplicd o wholcsale distributors and Luge chals re-
fallers are made 1o the buyer's specifications. rather than 1o the manufacnarer's

saaniards,

The major tire producen ofien wsed actwork TV campaigns (o promote theis
umimudutrmw:l ﬁuﬂ.ﬁ:n“;ﬁmm
outicts. Their petwork TV commaonly ran from $10 vo $30 million,

with dealers were 50 1o §100 nsil

and their budgets for
Pring macilia were
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Retall Distribution  Mapor brand-nane e manl e capitabised on their
repaitation amd experienoe oo of el axtulprenend_fires by building
siong wholesale and retail deakor rolagiunbips and netwaoks 'h“"-'ﬂ‘_'.'ﬁ:.h o
sell thieir brand-name rephacesiend tinos e velalcle owners The tire industry uses
*reiail poings of sale® 1o gauge the sotall coverage of tine u...mwmm_'
Brands, Goodywar branad ties Iuve the Beosdess et coverage with almost
“retall puaings of sale.” most of which are company cmmned Goodyear Ao
vice Conters of franchised Gossdyear Tire Sore dealers with multiple locathons.
Groupe Michelin s estimated (o hnral-:--q 1 00k " st o lrlft‘ fod_igy three
mapor brads—Michelin, Ceoasbuich, amd Unizoyal 1he munsher of “netail podngs of
sale® for major tire brands i shown in Exhibi 6, ——

Reta "-Mu" Insbependent tire dealers wsaally cariod the brands of sev-
t_ﬂlm,ﬁpmmmnm-m-mm private-label brand so

ement buyers & full avoreent of . and price
as b0 ot Ty g s e
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Iz, The retail prices of rasiged

tires sefling for under $20 1o §35 cach 1o wpof e !
lmm.mdummmmmmm.mmmhn-w :
pers. making it easy for price-sensitive bayers (o waich for sales and buy st off-
list prices. In recent yean, consumers had become mome

toranel logal (thas eroding thie importance of secusing replicement wles

warigginal exuipment siles w vehicke manfctenes), owevee, i was often dif-
bt for car cwners b oompanison shop on the basis of tire quality and tresd
durabiliey because of the proliferation of braiuls, lines, grades, and

Feamures. Manmdactuners had rosisiod the develogment of stndardined specifics-
tioms For replacersent tires, and fhere was a general lack of cowmamod Terminology
in describing tire grades znd comtnsction frammes.

In most comminitics. the retall tire market was intensely competitive, Hitadl-
ers advertised extonsively 0 newspapons, on ouidood hilBlssarels, and oocasionally
oa loscal TVt wstublish am muaingsin their market shames. Frice was the o
mani eompetitive appeal. Many dealers feameres and pushod their rl‘irl'xl-t-hl::d_'d'~
\smnd” tires hecanse they coubd obeain higher margin im them than they ooy
selling the name-brawd tres of major marsmifacmirers Pieaberspaonsored privabe-
{abel fines acoounned for 1% 10 20 percent of iotal replacemei tire. sles:in the
United Seates im 1991, Surveys sbsraed denbers woens able to infhpenoea o TS
dhaifoe of replecement T, Tath i1 T sl pype of 1ine. Moy ceplacement Gar
thre bapyers. elisd ot Buave sty bire branad gecferenoes, nasking it fairky easy for tire
salespeople b switch cusioaers | brrents arnd greibis witli the higghest dealer
margins. Mol dealer maging of sormend ires waere dn tee 35 1o 40 pencent
ranec, bt many deakons shavecd mangas o win b remcpial aales

Retailer Profitabllity Since the midd- 19704, e retailens’ profit mangins hagd
hewn wnder conpetitive prossine, panly because of siagnant growih in tire sales
and panly because of devlining retall preces since 1980, To Imt@cr profitability,
tire dealers had expanded ino a0 repain services {t‘nulnl.;-'luru:-upu.. shiock-
.buu-!-__-: and el replacemen, and brake repaic), retreading, ond Sutoamso-
hilE seerssiwies. S tie retallens were expenimenting with bﬂ:\um.hs_‘_m‘
car care centers.” Autn service work was very attmdive bcﬂl.ue'lrnn profit
margins were bigger than the margins camied on replacenent tire sales. A recent
survey of independenl tire deabers indicated that 38.2 percent of thedr sales and
454 percent of their carmings come from sitomolile service*

. GOODYEAR TIRE AND RUBBER COMPANY
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miarkat sliare Tor S5, irock, and fum siers (see Exhibst 7). The com paarry wper:
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Cremiaillywar posthusces Vires for vimaally 4 ol vehicke. It has
l-mrﬁjvﬂ&-ﬂmmw Bl mil ket Beard names sold
under the Goodyrar smiwells include the Aiva, Gorsa, Fagle, tavicts, Themps,
Decathbon, Regatta, 545, T-Metnc, Wrangher (light-trnsck thred, and Agquatred. The
- jﬁd;&"ﬁ| fopmned wa (s Ml rooent introduction and feanseed @ new tread de-
! ‘}’{ gl i tha fhevented b i {sce Exhibit % on puge 636), Sales of this beand
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national advertisers in the United States. The
: mudirtained & e rakng o cmphasize the highe
petformance capabilities of s tines and the compuany’s commigment (o eoduct
bnacrvation. The Goodyrar namse is promsnontly Faused on the oofspany’s well-
known bllmgs frequently soen st special coents in commnities thioughout te
Uniited Sesien” The gomipany’s_achven B, “The best tires in the workd

as a high A Mhl-ch}g_lu'tmnu[unﬁﬂ mrad -I'II-I.!'EQF‘.
3 rifiates it fire products throughs slmoss 5,000 retall poings of
. sabe bn the United States and somse 29,000 retall suticts workdwide, The company
ey abwnil ) 000 comguiy-cwned Goodyesr Aubs Servioe Conterns and
_ﬁq;h 2,500 franchised Goosdyear Tire Deabers in the Unived States, many of 5
which are multisite opcrsior. These eevail outlets account for 3 mujor portion of
“Geowhyear brand annual tire sales, In addition, the company seils ity Hiees thigasgh
F‘_ﬂ;ﬂ'_l'ﬂ_}l‘ﬂ"r)rﬂ dealers. As of cardy 1722, the cummaeay did oot l:..'pﬂ.:ﬂr_“
F ﬁ.ﬂnlljflﬂ' Dwanal tires ihrough dlacowent soudilieand deakers, mass merri handise
chain stores, oF walchens chitn® S

. STMTE'.“;IG (.T-ONEIDEFIATEGN-‘.S IN BEROADENING
DISTRIBUTION

Inderest b reconskdering Scam Auto Comions for il Ceimielyear beand tines
meant that Goodyvar cuecutives woukd have (0 revisit the company's kg
standing distributze policy. Fusthermmse, & jeoding policy question relaing to
wiich beands might b sold theough Sears had o be considersd. Decisions o
thest: [WHICY insees were funber complecased by Goodyear Tire dealer franchises
reaction 10 brosdened disribation snd cdinics of incrementsl sales possitile
thromigh cxpamied distribution,

A larvcdiate reaction wis fonheoming from franchised Goodyear tire deal-
thee Wiall Served fonemal, one dealer said, “We went with them theough thick and
Mlﬂmmwmm&mm"mmm“:m_
dnded privatc-abel brands w0 their prodi line. One dealer said: “We pwill] sell

: - what we think will gho the customer the best value, and that's not nocessar.
e ly Coosdyear.” While it was chear that some franchise dealers were critioal of
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Auites Service Center and fran-
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worth, cves thaeh S B e e
reARe sikcs of Goodyesr beand tires. from the mamlachirer's perspoabe,
Would be that company-ommed and franchised Grndyear Tire Dealors
midgghit e

4 loss in unit sales. This could be particularly evident in commisnisies
where Seans had o srony markel presene,




