Product demand estimates
Prepare a 500- to 1,000-word memo below addressing each of the following:

· Identify the variables of the model to estimate the market demand for Python Electronics. 

· Estimate this model using the data provided for China, India, and Mexico. 

· Interpret the results for managerial actions and applications for Python Electronics, including comments on the strengths and limitations of regression modeling for this purpose.  

	Third Quarter 2002 Data (Annualized) 

	

	

	Country
% change in GDP
% change in Industrial Production
% change in Consumer Price
Trade Balance in last 12 months ($billions)
Foreign Reserves ($billions)
% change in Local Currency
Sales/Demand
Python Electronics ($millions)
China

+8.1

+13.8

–0.7

+29.1

+258.6

–7.9

500

Hong Kong

+0.5

–11.2

–3.7

–7.7

+111.2

–16.1

50

India

+6.0

+5.7

+3.9

–5.1

+59.5

–11.7

400

Indonesia

+3.5

–13.8

+10.1

+26.6

+29.3

+3.8

60

Malaysia

+3.8

+5.9

+2.1

+12.8

+33.0

–5.5

150

Philippines

+4.5

–12.0

+2.9

+2.6

+13.2

–12.8

200

Singapore

+3.7

+10.4

–0.4

+7.5

+80.7

–6.3

165

South Korea

+6.3

+3.4

+2.8

+9.9

+116.0

+1.1

180

Taiwan

+3.0

+12.5

–0.7

+18.2

+156.4

–18.4

220

Thailand

+5.1

+9.8

+0.4

+3.8

+37.7

+19.1

170

Argentina

–13.6

–3.5

+38.5

+14.1

+9.2

–59.0

210

Brazil

+1.0

+0.9

+7.9

+9.9

+37.8

–54.1

250

Chile

+1.7

+5.2

+2.3

+2.2

+14.9

–20.9

270

Colombia

+2.2

+2.7

+6.0

+0.5

+10.6

+5.5

190

Mexico

+2.1

+0.7

+5.0

–8.9

+46.5

–16.0

310

Egypt

+4.9

+7.8

+2.7

–7.9

+13.0

–2.5

370

Israel

–1.7

–2.8

+6.4

–6.2

+24.6

–32.1

250

South Africa

+2.2

+8.2

+12.5

+3.4

+5.9

+6.3

230

Turkey

+8.2

+7.2

+37.0

–11.4

+25.1

–36.2

320

Poland

+0.8

+6.7

+1.3

–10.3

+28.2

–1.6

180 




	Company Sales History by Country 

	Python Overall Price Level in Market, Indexed on Total Company Benchmark
	
	
	

	Country
	
	
	
	
	
	
	
	
	
	

	
	2002
	2001
	2000
	1999
	1998
	1997
	1996
	1995
	1994
	1993

	China
	92.0
	93.0
	92.0
	92.3
	92.4
	92.3
	91.5
	91.6
	91.5
	91.5

	Hong Kong
	105.0
	104.0
	102.0
	98.0
	101.3
	100.4
	102.9
	100.5
	99.6
	99.1

	India
	96.0
	97.0
	97.0
	96.7
	96.9
	96.9
	95.9
	96.1
	96.1
	96.0

	Indonesia
	98.0
	96.0
	97.0
	97.0
	96.7
	96.9
	96.2
	101.0
	96.1
	96.1

	Malaysia
	97.0
	97.0
	96.0
	96.7
	96.6
	96.4
	95.9
	95.8
	95.6
	95.7

	Philippines
	96.0
	96.0
	97.0
	96.3
	96.4
	96.6
	95.5
	100.0
	95.8
	95.7

	Singapore
	101.0
	100.0
	100.0
	100.3
	100.1
	100.1
	100.3
	100.1
	100.1
	100.2

	South Korea
	96.0
	99.0
	98.0
	97.7
	97.0
	100.0
	96.9
	97.4
	96.8
	97.4

	Taiwan
	99.0
	100.0
	101.0
	100.0
	100.3
	100.4
	99.2
	99.5
	99.6
	99.5

	Thailand
	96.0
	97.0
	96.0
	96.3
	96.4
	96.3
	95.5
	95.6
	95.5
	95.5

	Argentina
	110.0
	106.0
	101.0
	105.7
	104.2
	103.6
	104.2
	102.7
	102.1
	103.0

	Brazil
	104.0
	102.0
	103.0
	103.0
	102.7
	102.9
	102.2
	101.9
	102.1
	102.1

	Chile
	103.0
	102.0
	102.0
	102.3
	102.1
	102.1
	101.5
	101.3
	101.3
	101.4

	Colombia
	103.0
	103.0
	102.0
	102.7
	102.6
	102.4
	101.9
	101.8
	101.6
	101.7

	Mexico
	104.0
	101.0
	101.0
	102.0
	101.3
	101.4
	101.2
	100.5
	100.6
	100.8

	Egypt
	100.0
	99.0
	98.0
	99.0
	98.7
	98.6
	98.2
	97.9
	97.8
	97.9

	Israel
	107.0
	105.0
	105.0
	105.7
	105.2
	105.3
	106.5
	106.0
	106.1
	106.2

	South Africa
	103.0
	100.0
	102.0
	101.7
	101.2
	101.6
	102.5
	102.0
	102.4
	102.3

	Turkey
	96.0
	99.0
	98.0
	100.0
	99.0
	99.0
	96.9
	98.2
	98.2
	98.5

	Poland
	105.0
	102.0
	98.0
	101.0
	100.3
	99.8
	100.9
	99.5
	99.0
	99.6

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	That looks like price level in the given market as a percentage of the total company benchmark.
	
	

	
	
	
	
	
	
	
	
	
	
	


	Company Sales History by Country 

	Python % Dollar Growth vs. Prior Year
	
	
	
	
	
	

	Country
	
	
	
	
	
	
	
	
	
	

	
	2002
	2001
	2000
	1999
	1998
	1997
	1996
	1995
	1994
	1993

	China
	24.5
	21.0
	25.0
	23.5
	23.2
	23.9
	26.5
	26.2
	26.9
	26.5

	Hong Kong
	7.0
	13.0
	15.0
	17.0
	15.0
	15.7
	14.7
	18.0
	18.7
	18.9

	India
	18.0
	16.0
	15.0
	16.3
	15.8
	15.7
	19.3
	18.8
	18.7
	18.9

	Indonesia
	15.0
	12.0
	8.0
	11.7
	10.6
	5.0
	14.7
	13.6
	13.1
	12.1

	Malaysia
	14.0
	10.0
	10.0
	11.3
	10.4
	10.6
	14.3
	13.4
	13.6
	13.8

	Philippines
	16.0
	12.0
	11.0
	13.0
	12.0
	5.0
	16.0
	15.0
	15.0
	13.0

	Singapore
	13.0
	10.0
	9.0
	10.7
	9.9
	9.9
	13.7
	12.9
	12.9
	13.1

	South Korea
	20.0
	16.0
	14.0
	16.7
	15.6
	12.0
	19.7
	18.6
	18.4
	17.7

	Taiwan
	12.0
	14.0
	12.0
	12.7
	12.9
	12.5
	15.7
	15.9
	15.5
	15.7

	Thailand
	17.0
	16.0
	15.0
	16.0
	15.7
	15.6
	19.0
	18.7
	18.6
	18.7

	Argentina
	-5.0
	5.0
	10.0
	3.3
	6.1
	6.5
	6.3
	9.1
	9.5
	8.3

	Brazil
	5.0
	6.0
	8.0
	6.3
	6.8
	7.0
	9.3
	9.8
	10.0
	9.7

	Chile
	12.0
	10.0
	8.0
	10.0
	9.3
	9.1
	13.0
	12.3
	12.1
	12.5

	Colombia
	13.0
	10.0
	9.0
	10.7
	9.9
	9.9
	13.7
	12.9
	12.9
	13.1

	Mexico
	11.0
	8.0
	12.0
	10.3
	10.1
	10.8
	13.3
	13.1
	13.8
	13.4

	Egypt
	15.0
	15.0
	14.0
	14.7
	14.6
	14.4
	17.7
	17.6
	17.4
	17.5

	Israel
	-1.0
	4.0
	5.0
	7.0
	5.3
	5.8
	5.7
	8.3
	8.8
	9.0

	South Africa
	8.0
	7.0
	6.0
	7.0
	6.7
	6.6
	10.0
	9.7
	9.6
	9.7

	Turkey
	20.0
	16.0
	12.0
	13.0
	13.7
	12.9
	19.0
	16.7
	15.9
	16.2

	Poland
	9.0
	12.0
	14.0
	16.0
	14.0
	14.7
	14.7
	17.0
	17.7
	17.9

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


	Company Sales History by Country 

	Python Advertising Expenditure, Budgeted as % of Prior Year Product Sales
	
	
	

	Country
	
	
	
	
	
	
	
	
	
	

	
	2002
	2001
	2000
	1999
	1998
	1997
	1996
	1995
	1994
	1993

	China
	7.2
	6.9
	8.0
	7.4
	7.4
	7.6
	7.7
	7.7
	7.9
	7.8

	Hong Kong
	3.2
	3.7
	4.0
	3.6
	3.8
	3.8
	3.9
	4.1
	4.1
	4.0

	India
	5.1
	5.0
	5.0
	5.0
	5.0
	5.0
	5.3
	5.3
	5.3
	5.3

	Indonesia
	5.0
	4.5
	4.0
	4.5
	4.3
	4.3
	4.8
	4.6
	4.6
	4.7

	Malaysia
	5.0
	4.5
	4.0
	4.5
	4.3
	4.3
	4.8
	4.6
	4.6
	4.7

	Philippines
	5.5
	5.5
	5.0
	5.3
	5.3
	5.2
	5.6
	5.6
	5.5
	5.6

	Singapore
	4.5
	4.5
	4.5
	4.5
	4.5
	4.5
	4.8
	4.8
	4.8
	4.8

	South Korea
	6.0
	5.0
	4.5
	5.2
	4.9
	4.9
	5.5
	5.2
	5.2
	5.3

	Taiwan
	5.0
	5.0
	4.5
	4.8
	4.8
	4.7
	5.1
	5.1
	5.0
	5.1

	Thailand
	5.7
	5.5
	5.5
	5.6
	5.5
	5.5
	5.9
	5.8
	5.8
	5.8

	Argentina
	2.0
	3.0
	4.0
	3.0
	3.3
	3.4
	3.3
	3.6
	3.7
	3.6

	Brazil
	3.0
	3.5
	3.5
	3.3
	3.4
	3.4
	3.6
	3.7
	3.7
	3.7

	Chile
	4.0
	3.5
	3.5
	3.7
	3.6
	3.6
	4.0
	3.9
	3.9
	3.9

	Colombia
	4.3
	3.6
	3.6
	3.8
	3.7
	3.7
	4.1
	4.0
	4.0
	4.0

	Mexico
	3.8
	3.5
	3.5
	3.6
	3.5
	3.5
	3.9
	3.8
	3.8
	3.9

	Egypt
	5.2
	5.2
	5.0
	5.1
	5.1
	5.1
	5.4
	5.4
	5.4
	5.4

	Israel
	1.5
	2.5
	3.0
	2.3
	2.6
	2.6
	2.6
	2.9
	2.9
	2.8

	South Africa
	3.3
	3.0
	2.5
	2.9
	2.8
	2.7
	3.2
	3.1
	3.0
	3.1

	Turkey
	5.5
	5.0
	4.5
	5.0
	4.8
	4.8
	5.3
	5.1
	5.1
	5.2

	Poland
	3.5
	3.5
	3.5
	3.5
	3.5
	3.5
	3.8
	3.8
	3.8
	3.8

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


Background

Python Electronics

Python Electronics was founded in 1979 and is headquartered in Naperville, Illinois. It is a medium-sized consumer electronics company that manufactures

· compact disk players and recorders 

· high-definition, plasma, and other television sets 

· mobile (cellular) phones 

Python has various manufacturing facilities (two in the United States and one each in China, Mexico, and New Zealand). It recently opened a software development facility in Bangalore, India.

A global presence

Python has sales offices around the world. In the United States, its offices are located in

· Chicago 

· Houston 

· Miami 

· New York 

· Los Angeles 

Its overseas offices are located in

· Bombay, India 

· Shanghai, China 

· Hanover, Germany 

· Toronto, Canada 

As an international company, Python is concerned about political, economic, and currency fluctuation risks. By globally diversifying its manufacturing, software development, and marketing operations, Python has successfully mitigated these risks.

Company structure

Python's core competency is low costs and flexibility. Toward this goal, middle and upper-level management work in an interdisciplinary function.

Rather than a traditional department structure, Python is organized in cross-functional teams. These teams consist of members from the marketing, sales, product engineering, production, and finance departments.

Managers rotate between product development, manufacturing, and marketing operations across various business units. As a result, Python is able to integrate new ideas and experiences.

Financial status

Over the past 10 years, Python has provided remarkable value to its stakeholders. Sales have grown from a modest $250 million annually to approximately $6.2 billion in 2003. Profits have steadily increased from approximately 2 percent to approximately 12 percent. Today, Python trades at $117 a share, compared to $7 in 1992.

Industry praise

What makes Python such a successful company? Industry analysts attribute this to two factors:

· A focus on value addition 

· A management philosophy of activity integration 

Python's management practices have earned glowing reviews from business trade journals and publications.

