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MBAE 6865
Case Study Analysis: Steve and Barry’s
Prof. Roach



1. Steve and Barry’s were an apparel retailer that experienced tremendous growth in the mid-2000s. If a firm's profits can be defined as (P – AC)*Q, where "P" refers to average price, "AC" refers to the average total cost, and "Q" refers to the number of units sold, how did Steve & Barry’s achieve their success (in terms of these three variables)? That is, which elements of this expression were the key drivers of their strategy for profitability, and in what way did they affect profits? 
To compute the price per unit of the product, it is essential to determine the total cost of all units. Therefore, Steve and Barry’s achieved success because they imposed lower licensing fees to attain a higher profit margin. For instance, the management believed low prices would lead to higher margin boosting the profits. Moreover, keeping the average total costs at a minimum by reducing the labor costs. That is, they focused on recruiting employees from recent college graduates with little experience who are cost-conscious. Furthermore, to increase the number of units sold, they employed an effective marketing strategy that involved developing and maintaining a PR office in Manhattan. The main aim of this was to ensure that word-to-word advertisement is effectively done. Moreover, they developed the policy of not increasing the average product cost suddenly since a small increase in price led to a significant drop in sales that forced the retail prices to be set for a lower price than it was before to ascertain that they sold a particular amount of units of the product.
2. Which strategic choices (if any) of Steve & Barry’s expansion strategy were compatible with how they achieved their initial success? Which strategic choices (if any) were incompatible? Explain.
Based on the case, the expansion strategy utilized was expansion by diversification. Diversification involved acquiring and establishing a business other than the one they are in. For instance, retail stores had previously focused on college-related products. They were able to take advantage of the suppliers but highly dependent on the seasons. However, when the organization decided to focus on celebrity-endorsed clothing, the business grew in terms of profits and the number of units sold. A celebrity-brand was created and expand branches to other states and nations. However, Steve and Barry's failure to invest in IT tools and management layout may have led to the development of challenges. For instance, increased diversification and expansion resulted in Steve and Barry's decision to get more loans due to the difficulties in securing finances for the business. Moreover, Steve and Barry were unable to attain control since they were only responsible for licensing the celebrity name and not owning the brands. 
3. Are there elements of Steve and Barry's strategy that would be less effective today than they were in the mid-2000s? Please explain, relating your answer to how these choices would affect Steve and Barry’s profits.
Their marketing strategy would be less effective. That is, they focused on the point-to-point advertisement which would not be effective today. Steve and Barry's argued that they did not focus on online advertisement. However, due to the change in the information age, the major business has moved from physical to virtual method. For instance, social media is playing an important role in ensuring that there is effective communication between sellers and clients since most people buy clothes and accessories online. Therefore, the word-to-word would not be effective today since e-commerce has taken place. However, if Steve and Barry decide to implement online marketing strategies, their sales would increase significantly since over sixty-five percent of today's population have access to the internet and do the most business, communications, and transactions online.
4. If you had to make a recommendation about acquiring Steve & Barry's at this point, do you believe that under different management, it could see a return to profitability? If so, what changes or points of emphasis would you recommend to new management? If not, why not? 
The different management committees may have different managing strategies. Moreover, the availability of automation of service through IT and outsourcing of certain requirements of the organization can highly alter how managers perform their tasks. That is, profitability can be greatly improved if the responsibilities of the manager can be simplified to allow a manager to focus on their core responsibilities. Therefore, I would recommend the utilization of effective outsourcing, decentralization of management, and automation of organizational services. Outsourcing refers to the transfer of management or routine activities of a business function to a third-party service provider to ensure that the organization will focus on the core purpose of the organization.  Decentralization will enable organizational responsibilities to be distributed among middle-level employees instead of leaving every decision to the management of the organization. Moreover, the new management can use information technology to ensure that a manual way of conducting routine activities are automated to save time, resources, and personnel. This can be achieved through the utilization of effective information systems or management systems. 



























