MBA

10



1988

1982

1988
MBA



(MBA)



1990

000

MBA+
MBA

MBA

MBA

MBA

MBA

50

MBA

MBA



" 1992 “ Business Week”

1. (Dartmouth) 2. (Virginia) 3.
(Northwestern) 4. (Cornell) 5.
(Stanford)
1. 2. (Wharton) 3. (Harvard) 4.
(Chicago) 5. (Columbia)
1992 15
1. 2. 3. (Johnson) 4.
(Tuck) 5. (Duke, Fuqua) 6.
7. (Indiania) 8. (Michigan) 9.
(MIT, Sloan) 10. (North Carolina)
11. (Kellogg) 12. (NYU,
Stern) 13. (Pennsylvania Wharton) 14.
15. (Darden)
MBA
MBA
32
200
MBA
MBA
9
(Marketing)
(Ethics)
(Accounting)

(Organizational Behavior)



(Quantitative Analysis)

(Finance)
(Operations)
(Economics)
(Strategy)
MBA
MBA
MBA MBA “o
NPV SPC MBO
MBA
MBA

MBA MBA



MBA+ The Ten-Day MBA
(Steven Silbiger) MBA

MBA

“ Key Takeaways”

BCG Vivian Zheng

2 3 5 6 7 8



1997 2






MBA



Acme

MBA
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Wendy*"s
White Castle

Hardee"s



Need category

Buying process

MBA

Arm & Hammer



Sports Illustrated

— — — Attention—Interest—Desire—
Action, AIDA 5

Point of purchase, POP
. Noxell"s Clarion
Kmart



Estee Lauder

APV



1991

1%

The
50%

National



Harley-Davidson

Miller Lite

80







310

Standard Metrolitian Statistical Areas, SMSAs

Arbitron

ADIs A. C.

Areas, DMAs

Corvettes

210

Areas of Dominant Influence,

A. C. Nielsen
Designated Market

25—65



25—54

Xerox 70

1985

88%



110
40%
66

60%

2.48

MBA

11%

1990
60%

55%

7.5

4.5



Lederle Laboratory
1990

Product life cycles, PLC

70
90
600



CD



Relationship marketing

Topps
80

Electronics
RCA Westinghouse
Sylvania

Richardson

End game



MBA Core competencies



Folger Maxwell
House
Brawny
*|dedl™
Northern Bornty
Big N Thirsty
Corone Scott
Marcal Gda
Hi-Dri Viva
1989 95% 1986 5%
Kraft General Foods 37% Nestle
34% Procter & Gamble 24%



1989 18%

1986 16%
Bounty
Depth
Ralston
10
Breadth : Kimberly
—Clark Hi—Dri
Kleenex Kotex Huggies  Pull—Ups
Blocking
strategy

Ralston 1991 lams



3.25
Colgate—Palmolive
Hill"s Pet Products
Science Diet

Channels of distribution

intermediaries

Eukanuba

5.6

Channel



Margin

“ ” Channel margin

Markup on selling price

sp =§e 9% 100%
7]
1
6
1989
Kraft General Foods
4 6
X 1— 0 =
4 x 1 0.23
3.08 x 1 0.09
2.80 Kraft General Foods
4 Kraft General Foods

1.75 2.80 1.

=3.08

=2.80



Kraft General Foods

Kraft General Foods
‘ ” Gevalia Garraway

80
—" " Shelf space
Stock keeping unit, SKU
Mazola
3 3

Planograms

Slotting fees
70 Procter & Gamble Kraft
General Foods



Action plan

Product Place

Line extension

MBA

4P
P 3P
P 3P
Promotion Price
Maytag
Maytag

Differentiation



Ralph Lauren Ralph Lifshitz,
Ralph Lauren Polo
Lifshitz

Brand equity
Brand or line extension strategy
Kraft General Foods Jell—0
Jell—0
Jell—0
1987
24000 70%

James River



CD

Product life cycle, PLC

CD

Neiman Marcus



Ralph

Lauren Polo
Ralph
Ralph
Lauren
3
Product specifics ——
Need for control ——
Captive sales force
Merck

Marion Merrell Dow

Margins desired

Cincinnati Microwave



Escorts Passports
Cincinnati Microwave

Pull strategy

Perdue "

Push strategy



Advertising

Reach frequency

Impressions
X = Gross rating

points, GRPs
Total rating points, TRPs

10

Creative

Creatives

Cost per thousand, CPT
Standard Rate & Data Secvice, SRDS



Personal selling

Consultation

30

1990

Problem-solving



Sales promotions

Consumer sales promotions

Coupons

Freestanding
inserts, FSI
Valassis Inserts
1000
Refunds
Samples
(Word of mouth, WOM)
4
Premiums
Self-liquidating
Hershey
Mr. Bubble

T



Contests Sweepstakes

1984

Trade-directed sales promotions

Point of purchase display, POPD

(End cap

Dealer and employee
incentives
Spiffs

Trade shows

In-store demonstration



Public relations and publicity
PR

Haalo effect ——

Publicity

John McEnroe
Andre Agassi

Sports Illustrated

30 4 10

Burrelle

Burrelle

Direct sales

TV infomercials
1987 1000



4% 6500
1991

QVC Network Inc.
National Media Corp.

SRD

Cost perthousand, CPT
Rale of return, ROR
amount per order

Fulfillment

60
8
Cost plus

9.21

120

1.02

Dollar

59.95



Perceicved value to the consumer

20x 20

Skimming

RCA 60



Penetration

VCR
/ The price/ quality relationship

Meet competition

Meet profit goals based on
the size of the market

Price based on the price
elasticity of the buyer

Price point

80
10



Variable

Fixed costs

200

costs

Sunk costs

VC x



FC

Break even

=10 000

6
4.2
1
0.44
0.55
0.25
50,000
12,000
150,000

NN NN NN



50,000 +12,000 + 150,000
[4.20 - 1+0.44+0.55+0.25 ]
=108,163 BE

108,163 x 6 / =648,987

+

30,000
212,000 + 30,000 193460
4.2 -2.24 -

123,469 x 6 =740,814
24,800 648,978
0.26% 740,814 0.3%

150,000

50,000 740,814

—_ 0.3%



212,000

30,000



MBA



(KEY MARKETING TAKEAWAYS)

The 7 Steps of Market Strategy Development:
1. Consumer analysis
2. Market analysis



. Competitive analysis
Distribution channel analysis
Develop the marketing mix
Determine the economics
. Revise

Need Categories—All the possible uses of a product
or service

The buying Process—The stages of making a purchase

Product Involvement—The importance of a product to
the consumer

Segmentation Variables — ways to divide the
population to find a profitable target

Relevant market—The portion of the market that is
interested in your product

Product Life Cycle—The birth-to -death(and possibly
rebirth)life cycle of a product

Perceptual Mapping—A multivariable picture of a
product and i1ts competitors

Channel Margin Mathematics — Each level in the
distribution takes a margin of the selling price it
charges to the next level of distribution.

The Marketing Mix of the 4P"s —Product, place,
promotion, and price

Distribution Strategies—Exclusive, selective, and
mass market

Channel Power — Who in the distribution chain
dictates the terms of the relationships

Advertising Measures—Reach, frequency, GRP, TRP,
share of voice Buy wisely.

Pricing Strategies—Cost plus, penetration, value
pricing, skimming

Break Evens—The volume of sales needed to recover
the fixed cost of a marketing plan

~N o ok~ W



MBA

MBA

90

MBA

80



(Social responsibility)

(politically correct)

(stakeholders)

(Milton Friedman)

(Relativism) (Stakeholder analysis)



(Naive relativism)

(Borden)
(Role relativism)
(Social relativism)
(Cultural relativism)
1977

(The Foreign Corrupt Practices Act of 1977)

MBA



MBA
(Other ethical frameworks)

(Narural Law)
(Utilitarianism) (Universalism)

(Stakeholder analysis)

(Rights) (Responsibilities)



~No ok~ wWwDN B

(Time) (Newsweek)

MBA

MBA

(KEY ETHICS TAKEAWAYS)

Social Responsivbility of Business—Concept that
businesses are accountable to more than their owners

Relativism and Its Four Forms —Reasons to avoid
making ethical decisions



Stakeholder Analysis—A framework considering who is
affected by a business decision



MBA

(Numbers)

30



MBA

(CPA)

GAAP

CPA

(General
Accepted Accounting Principles,GAAP)

(Financial Accounting Atandards Board, FASB)

1987 FASB90
WPPSS

(The Entity)
(Cash and Accrual Accounting)
(Objectivity)
(Conservatism)
(Going Concern)
(Consistency)
(Materiality)



General Mills
Red Lobster
Red Lobster Olive
Garden
Cheerios, Betty
Crocker, Gold Medal flour  Yoplait Yogurt

(Cash basis)

1993
1993
(Accrual)
K"mart
Boeing
Boeing
(Allocation)
(Matching)
(Allocations to accounting
periods)

1BM 1991 12 31



(Ford Motor Company)

1991 1992
1BM
(Matching)
(Cost of goods sold, COGS)
Safeway
1991 12 31 1992

1991 1991
1991 Safeway

Naviwstor

Navistor

(Objectivity rule)

Arther Daniel®s Midland(ADM)



(Du Pont) 1 000

000
1,000,000
Du Pont
(Probable)
(Reasonably be estimated)
(International Paper Company)
1986 1988
1988
1986
1988
1986
1988
(Conservatism)
(Historical costs) 80

17



Ginn®s Office Supplies

Ginn

(Operating)

(Going concern)

(Consistency)

¢ " (First In First
Out,FIFO) " (Last In First Out,LIFO)
FIFO
LIFO



FIFO LIFO

1965 50 1989
500 1000
FIFO 1,000 50
950
500
LIFO
500 500
50
(Footnotes)
(Materially)
(Coca
Coca)
6 Arthur Andersen Co.



(The Financial Statements)

MBA

3
(The Balance Sheet)
(The Income Statement)
(The Statement of Cash Flows)

Drawing by Leo Cullum 1985
The New Yorker Magazine,Inc.

(Definitions)
(Assets)
(Liabilities)

(Assets)

(Cash)
(Inventory)
(Accounts receivable)
(Equipment)
(Buildings)
(Liabilities)

(Bank debts)
(Accounts payable)
(Prepaid accounts
or advances from customers to deliver goods and services)
(Taxes owed)
(Wages owed to employees)



(Owner*s equity)
(Common stock)——
Additonal paid-in capital)——

(Retained earings)——

M= L+ (OE)

Bob"s Market
3 ” 3
(¢H) Bob

@) Bob

€)

A=L+0E



The Double Entry System)

(Journal
entries)
(General ledger)
(Fundamental equations)
(Debit)
(Credit)

1] T”

Bob
15,000 1000

|-

#1

15,000
15,000

#2



15,000
15,000

Bob"s Market(Fairway,Kansas)

1992 12 31
5,000 80,000
10,000 5,000
100,000 2,000
115,000 87,000
30,000 10,000
(3,000) 97,000
27,000
15,000
1000
30,000
45,000
142,000 142,000

Bob



1992 12 31

Liquidity)

(Current)

(Noncurrent asset,NCA)
BobR

(Noncurrent
liability,NCL)
(Working capital)
(Net
working capital)
Bob 28,000

(115,000-87,000) Bob



A=L+0E

OE=A-L OE
“ " (Residual interese) (0E) “
" (Net worth) “©oo
80 Donald Trump,
1990

1] ”

" (Retained earnings)

(dividends)

(Statement of Owners*Equity)

(Statement of Changes Shareholders*Equity)

Bob



(Income Statement)

(Revenues)
(Expenese)
“ " (Income)

Bob
Bob Fairway,Kansas

19924 12 31
5,200,000
3,900,000
1,300,000

1,000,000
150,000
75,000
18,000
3,000
10,000
1,256,000

44,000
1,000

43,000
13,000
30,000

30,000/1,000 30




Bob
Bob

(Gross Margin)

Bob
COGS

Bob

Sony,Hitachi ,Panasonic

(Operating Profit)

(Earnings before interest and
taxes,EBIT)

Bob
(Allocated cost of
fixed assets)
Bob
30,000
Bob 10

(Match and

allocate) 3,000(30,000/10)

“ " Other expenses)



Bob

(Net Income)

(Net profit)

(Journal entries)



(Financial year) 1

(Revenues) (Credits)
(Expenses) (dEBITS)
Bob
Bob
#1
100, 000
100,000
#2
95,000
95,000
100,000 95,000
5,000
100,000 95,000
5,000
5,000
Bob

(close out)

)
) 100,000

) 95,000
5,000

AN/



100,000

Bob
(Net income) 30,000

Bob 30,000
Leonard Inc. Bob
Leonard Inc. 500
Ralston Purine 3 200
Leonard 600
Leonard Ralston
7
10
FASB 95
(Statement of Cash Flow or Cash Flow
Statement)

FASB :



Chrysler 1979

McDonnell Douglas

1990 Forbes
McDonnell Douglas 1990
10 1989 5.72
1991 3500
80 (LBO)
1989
Kohlberg Kravis Robert(KKR) RJR Nabisco
264
(Fundamental accounting
equation)
A=L+OE

= +

CA+NCA=CL+NCL+OE
+

= + +

(Current asset)



Bob

Bob

Bob
(1992

1

1

12

31

(CL)



) (10,000)
(D) (100,000)

) 80,000
5,000
2,000

(23,000)
10,000

~
o o/ o/

(30,000)
(30,000)

10,000
15,000
0

‘O

MBA

(CPA)
MBA
Bob



Bob 30,000

(cash)
Bob
1
Bob
2
Bob
Bob
Bob
80,000 Bob
C )

Bob



Bob

Bob

Bob 30,000

Bob 10,000
: ” 0 10,000

Bob



Bob

(RE)

Bob

Bob 5,000

Arthur Andersen & Co

MBA

1991

1992



(Ratios)

(MBA

Bob 8



(Liquid Ratios)

1
ad.15,000 0
———————=1.32%
&87,000 o
(Capitalization Ratios)
+
( ) =
42,000 _ 0
€500 %
)(Leveraged)
2
- +
210,000 0
— = 7%=
&142,000 s
50%
50%
50%

(Activity Ratios)
( )=—

265,200,000
& 142,000

= 36.6( )g



36.6
5. _
(
2)
a8,900,000 _
$100000 X 1)
> - / 365
2 100,000 ) 6
3000000 /365 -0
(Profitability Ratios)
7. (ROS) =
280,000 5
—’ = = 0/~
C25 000 0.6667 = 67%2

(Return of assets,R0A)

36



8. (ROE) =

& 30,000 0
! = = 0/
85, 200,000 0.005769 O.58/o(/j
(Financial
leverage)
1992  Bob
1992
30,000
40,000
(10,000+30,000) 15,000 (45,000
30,000) (Debt to equity ratio)
7% 28% 67%
200%(30,000/15,000)
Forbes “ ”
90 Revo Drugs,

Southland®s 7-Eleven Federated Department Stores

MBA (Du
Pont Chart)



10%

100%

1% Bob
0.58%

Robert Morris Associates
(Annual Statement Studies)

300

Managerial accounting



Standards

Budgets Variances
Variances Price
variance Volume variance

Sales Price Variances

X - =
General Motors 1991 7
10,000  Chevy Lumina 15,000
150,000,000 8
7 280,000,000
14,000
20,000 130,000,000 [ (10,000 x

15,000)-(20,000% 14,000)]



20,000,000[(14,000-15,000)x 20,000]

10,000
150,000,000[ (20,000-10,000)x 15,000]
(-20+150=130) (280-
150=130) GM Lumina
Lumina
Purchase price
variances
= - X
Efficiency
variances
=( - )x
Lumina 7
8 10
20,000 7
12

=(10  -12 / )x (20,000 x
7 )=-280,000



=(8 -7 )x (20,000)x 10
=200, 000

MBA

MBA

KEY ACCOUNTING TAKEAWAYS

Cash Basis Accounting — The method of recording
transactions only when cash changes hands

Accrual Basis Accounting—The method of recording
transactions that matches revenues and expenses
regardless of cash flow movements

The Balance Sheet—The listing of what a company owns
and owes at a point in time

The Fundamental Accounting Equation —
Assets=Liabilities+Owners® Equity

Net Working Capital — Short-term assets less



short-term liabilities

The Income Statement — The summary of profit-
generating activities during a period of time

Gross Margin—Revenues less the direct cost of goods
sold

The Statement of Cash Flows—The summary of how a
company generates and uses its cash during a period of
time

Depreciation—The cost of using equipment allocated
over its useful life

The 8 Basic Ratios for Financial Statement Analysis
—A method of analyzing statements and comparing them to
industry standards

Price and Volume Variances—A method of explaining
operational results by isolating the effects of price and
volume differences from budgeted amounts



MBA Lotus

300

Brandon Lee

MBA

Organizational behavior,0B
MBA

MBA

MBA

MBA



MBA

MBA

Want Got Gaps

MBA



Level of Problems

Source problems and causal
chains MBA

MBA

MBA



Proactive ——

MBA
6
1.
2.
3.
4.
5. Time sequence
6.
MBA
Action levers
APCFB
APCFE
Assumptions
Perceptions
Conclusions Feelings

Behaviors



APCFB
MBA

Expectations Beliefs

Values

congruence

Goal



Expectancy theory

Hertzerg Maslow
McCleland

Satisfiers
Dissatisfiers

Hierarchy of needs

Self-actualization needs



Core job dimensions
Critical psychological states
Outcomes

MBA

Quality of owrk life,
QWL MBA
Empowerment



MBA

MBA
VCM Leadership Vision, Commitment,
Management Skills Model, VCM
3
Lee
lacocca 60
Mustang 70
Management
Leadership patterns
Boss-
centered Subordinate-cen-tered

60



(Creativity) MBA

B

Forbes 1991 10

(What A Great ldea )

(Mind maping)

(Type A and B behaviors)

28



MBA A

1959

MBA A
MBA

MBA

(Active listening)



MBA
(performance appraisals)

(Organizational goals)
(Feedback
and evaluation)
(Coaching and development)

(Reprimands) MBA
MBA 4

(Managing your boss) MBA



MBA

MBA
1980 1
(Harvard Business Review)

MBA

(Understanding power on the job)
MBA



(Coercive power)

(Reward power)

(Referent power)

(Legitimate power)

(expert power)

MBA
MBO MBWA
MBO(Management by objective)
- 50

Frito - Lay



MBWA(Management by waliing around)

MBA

(Qnganizational architecture)

(Strategy)

(Policies and procedures)

(Organizational structures) MBA



Organization charts)
(Line

employees)
(Staff)

(Functional)

(Product)
Back & Decker

(Customer)






(Geographic)

Nutri / System Inc.) 1990
20

(Divisional)
4

(Philip
Morris Companies)



(miller Brewing) (Kraft General Foods)
: Philip Morris Tobacco)

(Matrix)



A A A A
5 B B B
c C C C

n

(Amorphous)

(Digital Equipment Corporation)

(Hybrid)







(Span of

control)
MBA
3 4
25% MBA
(Reduction 1in force, PIF) (Demassing)
(Restructuring)
(Systems)
6
— 5
(Climate)

(Culture)



MBA

(Paradigms or mindest)

MBA



(Systems theory)
(Subsyetems)
(Management subsysytem)

(Adaptive subsystem)

(Boundary spanning in subsystem)

(Productioon subsystem)

(Boundary spanning out subsystem)

(Maintenance subsystem)

- E- 1972 7

(Evolutions) 5 (Revolutions)



1976

1983
(Leadership crisis)

"Systems Theory and Organizational Analysis," by Professor
James Clawson, Case UVAOB-214, Figure 1, Copyright ( 1983 by the

Darden Graduate Business School Foundation, Charlottesville,

Virginia.
Lisa - 1963
MBA
(Autonomy)
(Delegation)
(Macintosh)

Macintosh
NeXT
1989 1990

(Crisis of control)

1992

MBA

. : 1979
3 : " MBA



80

1990



MBA

MBA

MBA “ ”

(KEY OB TAKEAWAYS)

Want Got Gaps -Organizational problems

Causal Chains -The relationship of problems to one
another

Action Planning -A specific series of activities to
solve an organizational problm

APCFB Model -A human psychology model

Goal Congruence - People with similar goals work
better together.

Expectancy Theory _Motivation is a function of how
an employee®s actions translate into a reward.

VCM Leadersbip Model - The vision, commitment, and
menagement aspects of leadership.

Active Listening - Listening to gain insight

The 5 Forms of Power - Power is derived from more than
a title.

The Basic Organizational Model - Strategy, policies,
structure, systems, chilmate, and culture

Structure - The way a company organizes itself

Span of Control - The number of peopole a manager
directly controls



Paradigm - A corporate mindset or pattern of doing
things

Systems Theory - An organization functions much like
a body.

The Evolution and Revolution Pattern -
Organizations go through a series of growth and crisis
periods during their lifetime.



MBA

MBA
MBA
MBA
MBA
MBA
(Decision tree diagram)
5
1.
2.
3.
4. 3



(Activity forks) (Event forks)

Sam Houston

1.Sam 20 000
2. Sam 50 000

3. 200 000
4 _Sam Sam
60%

90% 10%

6. Sam
10% 90%

7.Sam

Houston

N



Sam 20
000 (Sunk cost)
Sam

“ " (Fork of the tree) Sam

Sam (60% )
(40% )
Sam

Sam Sam

100
20 5

" (Event circle)

[(1,000,000 x 0.90 )+(0 x 0.1
)=900,000 ] (Expected
monetary value, EMV) 100%
0.90+0.1=1.00
100%

(Activity squares)



(420,000-50,000) ;
400,000

(Cash flow) 80
(Leveraged buyouts, LBOs)

370,000



g b~ PN

Astro Computer
300
3000

(Cash uses)

(Cash sources)

(Poyalties)

(Accounting profit)
2000



(Depreciation)

5
1/5
Bob
10
Quaker 100 000
80 000
20 000 30%
10 000
Quarker
8000
2000
Quarker 10 000

Molino Grande

Quaker



+8

-102

80

-20
60

-30 100-10

30
30%
9

3

+51

(Bargraph)

+$51

+$51

+$61

-$102

Quaker

+10
+61



+$163

-$102
51+51+61
C
+$163
-$102
Quarker
Quarker
51,000 51,000 61,000 A
B
10% A
B 34,230
Accumulated value) 163,000
34,230 197,000

(Future value)



10%

=1 x 140.10 1=1.10

17B 19B HP
MBA
A
10%
1 = 1
1 = 1.100
1 = 1.210
B 163,000
163,000 x 1.2100= 197,000
197,000 -163,000 =34,000

Net Present Value, NPV)

30

Quarker
150,000



Tangerine

1 10
1
Tangerine
MBA
Quarker
1 1
Quarker 3 163,000
(51+51+61) 163,000
10% 10%
34,000
163,000 3 163,000
(Time
value of money) 34,000
:( )X (1+ -

10%

1 x 1+10% -1=0.90909
(Discount factors)

1 = 0.90909



1 = 0.82645
1 = 0.75131
Quarker

X =
-102,000 x 1= -102,000
1 51,000 x 0.90909=46,363.59
2 51,000 x 0.82645=42 ,148.95
3 61,000 x 0.75131=45,829.91
Quarker =32,342.45

10%

Hurdle rate

MBA

Internal Rate of Return, IRR)

HP
IRR Quarker 26.709%

“ 26.709% ?
1.00x (-102,000) =-102,000



0.78920x 51,000 =40,250
0.62285x 51,000 =31.765
0.49155x 61,000 =29 985

Quarker
10%

(Probability Theory)

800

MBA

MBA

MBA

NPV=0

Quarker
Merck
Quarker

NPV
50%

(CPAs)

Sam
MBA



(Event) 100%

(Probability density function)

mass function).

1992 4 31

1992 4

1962—1992 1240

Binomial distribution)

1957

Probability

1977



AT&T
56.7%

.088
.325
.387
.200
.000

w N B O
O O O O

AT&T

.082
.318
.416
.184
-000

w N -k O
O O O O

ATET
P

(Normal distribution)



(Bell curve)

15%

F

“ " (Central Limit Theorem)

(Mean)

Standard deviation, SD) )
(o)

(Median) ‘

(Mode),
100%

Al Bundy



113 711
Al Bundy
1SD=0.3413
25D=0.4772
3SD=0.49865
4SD=0.4999683
Bundy

68. 26%(2x

95.44%
99.73%
13

Pioneer Aviation

0.3413) 3—11
1—13
1
Z value)
1% 11%
13%
13-1
Z:(3 ):10%

11

Gerald Rasmussen



=0.3621
50%

86.21% 36.21%+50% 13%
1-86.21%

Poisson Distribution

Cumulative
function,CDF

1.09
50%

13%
13.79%

distribution



50000 0.005 0.005

75000 0.01 0.015 0.005+0.01
150,000 0.03 0.045  0.03+0.01+0.005
200,000 0.08 0.125
300,000 0.12 0.245
750,000 0.15 0.395
1,100,000 0.21 0.605
1,200,000 0.15 0.755
1,400,000 0.12 0.875
1,700,00 0.08 0.955
2,000,000 0.03 0.985
2,500,000 0.01 0.995
6,000,000 0.005 1.00
1.00
1,000,000
EMV
6,000,000 0.5%
50,000 0.5%

1,000,000

113 Sll



Sam
Houston 0 6,000,000

0 1.0
Bracket median technique
5
0.1 0.3 0.5 0.7 0.9
0 0.2 0.2 0.4 0.4 0.6 0.6 0.8
0.8 1.0 *“ ”
0.5

1,000,000

50%
10%
90%

EMV=.9[ .2x 130 + .2x 750 + .2x 870
+ 2% 1150 + .2x 2100 ]



5 5
Even fan
5 1]
Pearson Tukey Method 5
3 5% 50%  95%

18.5% 63% 18.5%
Monte Carlo

“ Fortune”

500

MBA

Linear Regression

Independent variable X
Dependent variable Y



2-3

b=y
Lotusl-2-3

Ben&Jerry

10
11
12

Lotus

" Least squares method

Lotusl-
Lotus “ K
20
73 600,000
45 300,000
36 500,000

Data Regression



-379,066

Y 243,334
R 0.704
X 16,431
3,367
Bené&Jerry
=p=-379,066
X =m=16,431

Y=16,431X-379,066

Lotus
Bené&Jerry
°F
X
Ben&Jerry
60F° 606,794

Y= 16431x 60F°  -379,066=606,794

Lotus
Regression Output

70.4%
30% R



Lotus “y X K
Y X Bené&Jerry
Y 68%
243,334 X
3367
T
T T Statistic Lotus
T X
Y
X
T 2 -2 X Y
16,431+ 3,367=4.88
T
R T
X Multivariable
regression R
T X



variables
1

11 OH

Toys“ R”

92/12/1
92/12/2
92/12/3
92/12/4
92/12/5
92/12/6
92/12/7

Lotus

100% T
100,000/0.0009

Toys* R” Us

o B O B B O O

Dummy

1] 1 ”

100,00
0.001
1.00
100,00
0.0009

0

0

100,000

100,000
100,000
200,000
200,000
100,000
200,000
200,000



100,000

Lotus
=100,000X +100,000
X=1
200,000 X=0 100,000
Time series techniques
Ben&Jerry®s

KEY QA TADEAWAYS



Decision Trees-A way to graphically show and quantify
multiple outcomes of a business decision

Sunk Cost-Investments made in the past that have no
bearing on future investment decisions

Expected Monetary Value(EMV)-The blended value of a
decision based on the probabilities and malues of all
possible outcomes

Accumulated Value—The total future value of cash
folws with all earnings reinvested

Net Present Value(NPV)—The total puesent value of
all cash flows"discounted"to today*s dollars

Internal Rate of Return(IRR)—The discount rate that
makes the Net Present Value Value of the cash flows equal
$0 in today"s dollars

Probability Distributions—The graph of all possible
outcomes with their respective probabilities of
occurring

Binomial Distributions —Probability distribution
with only two possible outcomes

Normal Distributions—The bell—shaped probability
distribution of all possible outcomes

Standard Deviation( ¢ ) — The measure of the
dispersion(width)of the normal distribution

Mean(p )—The arithmetic average of all outcomes

Z Value—A tool to measure probabilities of specific
situations on the normal distribution curve

Cumulative Distribution Function(CDF)—A form of the
normal distribution that shows the probability of being
less than or equal to all possible outcomes

Regression—A mathematical method of forecasting
using line equations to explain the relationships between
multiple causes and effects



BETA
10,000
—_— 7
80
1987
MBA
MBA
MBA
MBA 2-3

MBA

MBA



Business structure

Proprietorships

sole proprietorship

Partnerships

General partnership
1990 Laventhol & Horwath

Limited partnership



80 90

Corporations

Shares of stock

Double taxation

Corp Subchapter S Corp
35



Investments

FDIC

Systematic risk

Bull market
1929 1987

Unique Unsystematicrisk

Diversification
Portfolio



BETA

1BM

12.1%
68%

Standard & Poor"s 500

Wilshire 5000 5000

Average

3M GM P& Coca-Co-la Boeing

30
1 Heinz Foods
BETA 1
BETA Pegasus Gold
BETA

Beta 1 Beta

% %

Blue Chip

21.1%
-9.1% 33%
BETA
: 500 7
500
“ " Nikkei

Dow Jones Industrial
The Big Board

AT&T 1BM
Exxon
NYSE
BETA
BETA -1
BETA 0.45
Beta 1.75



BETA BETA 0
Biogen
BETA 1.75 1%
1.75% MCI Communications
Mart BETA 1.2
BETA

Fidelity"s Magellan Fund

BETA

BETA BETA

BETA

Wal-

150

Value Line Survey

BETA
BETA

BETA

Beta

Efficient

frontier



Capital asset pricing
model, CAPM

CAPM
BETA
Ke=Rs+(Kn-Rr)Beta
& 0,
= +g - B Beta
1BM
Value Line Survey 1BM
BETA 1.2 The Wall Street
Journal 8%
1926 500
7.4% 3
CAPM 1BM
16.8%
8%+ 7.4% x 1.2=16.8%
BETA CAPM
Security Market Line SML
1BM 12%
CAPM
1BM CAPM
Beta
Rf= Km=
CAPM

CAPM 1992 Forbes



Beta

BETA
French CAPM

SML

Market Hypothesis EMH

David Dreman
BETA
Fama

BETA
BETA

Efficient

Securities and Exchange Commission

SEC



Ivan Boesky Dennis Levine Michael Milken

1980
Dan Sullivan “ K The Chartist

1992 6

Face or par value
Coupon
Maturity



Yield curve

1976
Caterpillar Inc) 8% 2001
1992 6
100 100
3
100
2001 100 8%
100
“ A
Net present value
8%
Caterpillar
Premium
Discount 100 Yield

to maturity YTM 8%
Caterpillar Bond Valuation
of Discounted Cash Flows

Caterpillar

Caterpillar

20% 100
49.69 “ 49-11/16"

S% S%
123.16
8%



Duration

Caterpilla
100 50
20%
123.16
5
Consuls
Callable bonds
100 2005
46875
2005 6%
46.875
Consuls

10%

49.65 S%

Zero coupon bonds
Convertible bonds
Junk bonds

1992
100
1992

100

80



Convertible bonds
Conversion rate
Caterpillar 1000 100
10 Caterpillar
100

Callable bond

1981
15%  20%
80 90
1992 7% 8%
Junk bond
“ " 60

80
RJR Nabisco MCI Macy"s Metromedia Chrysler



Dividend growth model

D
(k-9

D=
k=
g:
Caterpillar 1992

1.2 CAPM Caterpillar

BETA 1.2 1BM 16.8%

Caterpillar
12% 25



1.2

o012 > !
Caterpillar 1992 5
56
Wal—Mart

Price earnings ration, PE Ratio

“ Corestates Financial 44

Multiple of book value pershare

1992  ImClone Systems
331 Forbes

Multiple of sales per share
1992 Forbes

Cryomedical Sciences
1 699

Asset value per share



Getty Gulf Mesa Phillips

Multiple of cash flow per share

80
1992
56
Caterpillar
17.8
100
Caterpillar 56
200 Caterpillar

Prefered stock

Caterpillar
5.90

16.8%
17.8/0.168)



G. . uick Beverly

Hills 6
500 000
Quick 500
Option 6
Quick 6
but not obligation 500 00
Quick 5000
550 000 5000 1
000% 500 000 10%
“ " Calls
Puts

Chicago Board Options Exchange



Quick

1973

Scholes
Model ,

Black-Scholes

Wal-Mart

naked

40
45

Fisher Black  Myron Scholes

Black—

Black—Scholes Option Pricing
5
Lotusl-2-3

Billy Pellgro 1992 6 15

55



MV= TV=

54 Wal-Mart 9
55 2.69 Billy
Wal-Mart 9 55
2.69 6
55 1
: " QOut of the money Wal-Mart
55
2.69 Wal-mart
5 Black-Scholes

Lotus 2.66 2.69



Billy

Pellgro 6 Wal-Mart 54 9
55
. " (In the money) 55
2.75 “ " 1.75 3
9 55
MV= TV= Pellgro
55 Wal-Mart Black-
Scholes 2.75
Scared E.Cat 54 Wal-Mart
1992 6 3 50
3
50 Wal-Mart
Cat
Wal-Mart 40 1
10
Cat 10
54 40 14
Spreads Butterflies
Condors Straddles Boxes



Financial management

MBA
Capital budgeting
Quaker Oats

Quaker
NPV

Pay back period
Net present value

MBA

10

MBA



333

100 000

100 000 3

100 000

MBA

6%-7%

Quaker

10%

1992

33



NPV
343

NPV

21019

46,364 +42,149

+45,830

102000

Pl

-102,000 1.0000
1 51,000 .90909
2 51,000 .82645
3 61,000 .75131
61,000
32
NPV
NPV
NPV
Quarker
15%  20%
11217
Quarker
1 10
MBA
NPV
Profitability index PI
NPV Pl Quarker
1.317

=1.317

-102,000
46,364
42,149
45,830
32,343



NPV
MBA NPV Pl

MBA
5
Supplier Credit
7 1
“ ” Stretch their payables
1990 Federated Allied

Lease Financing

Operating lease

Capital lease

Bargain price

Bank Financing

Credit line or revolver



Bond Issuance

1990 Southland
I to-Yokado
Thompson
After-tax cost of borrowing

= X 1-
1993 Caterpillar 34%
34%
5.28% 8%x (1-0.34)

Tax shield 80

1989  Kohlberg Kravis Roberts
264 RJR Nabisco
8 26.4x 10%x 30%

Stock Issues

Dilute

New York
Stock Exchange, NYSE American
Stock Exchange, AMEX
National Association of Securities Dealers
Automated Quotation System, NASDAQ



Over the

counter
Investment Bankers
Salomon
Brothers, Goldman, Sachs, Ales Brown, Bear Stearns
Merrill Lynch MBA
Initial public offerings,
1PO
Prospectus
1933

Securities Act
The Financing Mix"s Risk and

Reward
Capital
structure
Restructuring
MBA
MBA FRICTO
Flexibility
Nutri/System
1990
Risk

Income



Control

Timing
1987
1991
1992
Other
Thompson Southland
ARA Services
1984

Thompsons FRICTO



90 Black &
Decker, RIR Nabisco, Owens-Corning, Fiberglass

Modigliani  Miller
“ " 1958
Franco Modigliani  Merton Miller

1. Weighted average cost

%

Kd= Kwacc=

%



= + t=

Kd= Kg=
of capital, WACC
2. Free cash flows
Ke
=K (1-1) +K,
WACC
BETA CAPM

K.=R, +(K, -R,)x Beta

(Kn-R¢) =
BETA
MBA BETA
- A
B
A
BETA,
BETA, =
[1+(2-  )x ]
B

BETA, = BETA x [1+x (1-  )x

Leverco
0% 25%  50%
50%



S0%

WACC
Leverco :
WACC
X
MBA
Dividend
policy
Leverco
0% 25% 50%
0 2,500 5,000
10,000 7,500 5,000
0 2,500 5,000
10,000 8,350 6,700
* 0% 23% 43%
0.07 0.07 0.07
0.34 0.34 0.34
0.0462 0.0462 0.0462
x (1-1)
Beta 0.8 0.8 0.8
Beta* 0.8 0.958 1.194
B
0.139 0.151 0.168
CAPM
Ke=Rf+ Beta x ( )
Ke=0.08+ Beta x (0.074)
WACC* 0.139 0.127 0.108
WACC
2,000 2,000 2,000
* 14,388 15,748 18,518

/WACC



dividend yields
payout ratios
MBA
MBA
5
1.
Wal-Mart 1.4 0.16
Sam Walton
2.
3.

dividend

1991



Stock dividend

2% 5% 100

Mergers and
Acquisitions, M & A

MBA 1] ”
Diversify the company
Philip Moris
Kraft, General Foods Miller
Brewing
P&G

Norwich Easton (Pepto - Bistmol) Rich and
SonVicks, Noxell  Hawaiian Punch



Turner Broad Casting 1986

MGM/United Artists MGM
Turner
Chemical Bank Manufacturers Hanover 1991
6,200
1986
Sperry  Burroughs Unisys

Friendly acquisi-tion
Hosti le takeover 1989 Procter &

Gamble CoverGirl Clarion
Noxell
1984 T. Boone

Pickers Phillips Petroleum

Phillips 1985 45

“ ” 47% Pickens

Phillips
Pickers
leveraged buyout, LBO 80

113 ” 5%



o~ w

MBA

Bob
Safeway, Kroger A &P

Bob
Bob Market
1992 12 31
5,200 100%
3,900 75%
1,300 25%
SG&A 1,256 24%
44
3
EBIT 47



25%

Bob

Bob

Bob

75%

24%

28
52

4 10%
3,000
115,000 87,000
28,000 115-87
Bob
28,000 + [5,200,000

1



EBIT 57 63 70 77
* 3 3 4 4
54 60 66 73
* /52 x 28%-
4.
Bob Market 4 73,000
WACC
WACC Free cash flow
Bob Market
10,000 45,000
10%
8% 7.4%
BETA 0.85 14 .3%
K. =R; +(K, -R;)Beta
14.3% = 8% + (7.4%)x 0.85
WACC
13%
o <] o] & o)
= - =~ + o
WACC =K (1 t)g 5 Keg 5
10,000 &15,000 o)
0 = 0, -0. - + . 0, ’—_
13% =10%(1- 0.30) 55,000 14 3/0855,000 5



4

WACC-
73,000
1 = It bt
510,000 14.3% - 0%
5.
1 2 3 4
54 60 66 510
014.3% 0.8780 0.7596 0.6666 0.5861
47 46 45 299
436
436,000 10,000
Bob 426,000
MBA
MBA
MBA
Bob
MBA

MBA



MBA : ?

MBA
MBA
LOTUS-123 “ —
K MBA
Carl Icahn
1992 1 TWA

MBA



KEY FINANCE TAKEAWAYS

Present Value-The value of a dollar received in the
future is less than a dollar on hand today.

Beta-A measure of risk inherent in a security or a
portfolio of securities as it reacts to general market
movements.

The Efficient Frontier-The graph depicting the
highest portfolio returns for a given risk level

The Capital Asset Pricing Model-Ke = Rf +(Km-Rf)Beta

Duration-The time it takes for a bond to pay back half
of an investor®"s investment

Bond Value Fluctuations-I1f market interest rates go
up, bond values go down, and vice versa.

The Dividend Growth Model-Value = D/(k-g)

Call Option-The right to purchase an asset at a fixed
price for a limited amount of time

Put Option-The right to sell an asset at a fixed price
for a limited amount of time

The After-Tax Cost of Borrowing-After-Tax Rate =
Borrowing Ratex (1-tax rate)

Capital Structure-The mix of debt and equity of a



company

FRICTO-Flexibility, Risk, Income, Control, Timing,
and Other matters, the checklist to be considered in
making capital structure decisions

The Optimal Capital Structure-One that minimizes the

weighted average cost of capital and maximizes the value
of the firm



MBA

Production and operations management

MBA
— MBA
1990 Dartmouth
MBA
MBA 2%
MBA

MBA
MBA



studies
Frank)
Gilbreths
Therblig
1984

Elton Mayo

MBA

Frederick W- Taylor
19 20

Job fractionalization

Time and motion

Lillian Gilbreth

17
Gilbreths

Lillian
Cheaper by the Dozen
12
40
Elton Mayo

Human



relations
Mayo

1927 Mayo

Hawthorne Effect Mayo

Bottlenecks

Operational research OR

1960 MIT
Douglas McGregor)
Theory X Mayo Y

Mayo Y

X
Theory Y



Y 80 . William Ouchi

Y YA
Theory Z 80 ¢ ” YA
YA
Quality circles
“ " Contingency

approach

YA

MBA

5
MBA



oM

MBA “
“ M”

Methods ——

Materials ——

Manpower ——

Machinery ——

Money ——

Messages ——

3
Continuous process
Assembly line
Job shop

Continuous
24

om”

Mu



(Henry Ford Assembly line

shop
MBA
Flow diagram
MBA
MBA
Throughputs

20 Jiffy Lube

Job



Jiffy Lube——

—»| —» —H <
g » I » <
—>

v

10

Jiffy Lube

Linear programming, LP




Tangerine Computer

30 60

120 500
300

Tangerine
X x 500 + Y x 300

X x1 4+ Y x0 <60
X x0 + Y x1 <50
X x2 4+ Y x1 <120

30 x 500 + 60 x 300
=33,000

- Henry Ganttand Gantt
Chart Scheduling 19 :



Gantt chart

1 2 3 4 5 6 7 10
x
X
x x x x
x X
x x x
x x X
x

Critical Path Method of Scheduling,

CPM 50
CPM CPM
CPM Program
Evaluation and Review Technique, PERT
PERT  CPM
CPM
Event CPM

Critical activities

General Dynamics
Kip Mustang
1991



m o O W >

CPM

General Dynamics

path

the project

Howel |

Channel

7

Donald N- Frey

CPM

MBA

Kip

Critical

Crashing

CPM
Bell &
“ 50

Queuing Theory to Schedule

Queue



M=
=A/MS
= - A/S
“TA
50
45
S=50
A=45
45
A/ MS=——= 0/
IMS 1 50 90%
8.1
A/NS M=1
0.45 0.37
0.50 0.50
0.6 0.9
0.7 1.6
0.8 3.2
0.9 8.1
8 4
45
A/MS=——=04
IMS 2750 0.45

=0.23

M=2
0.23
0.33
0.67
1.3
2.9
7.7

97%



MBA
MBA

The Balancing Act

(Inventory Vocabulary)

3
(Inventory flow diagram)
5
(Pipeline)——
(Cycle)——
(Safety)——
(Anticipatory)—

(Speculative)—



(Just in time inventory, JIT)

kanban

(Economic order quantity, EOQ)
EOQ MBA

(Carrying costs)——

(Ordering costs)——

E0Q

E0Q



. _[@R 0O
A C

2000
14
0.5
2° 2000° 14
= =335
o
+ +
335
2000 6  2000/335
E0Q
E0Q
E0Q

MBA



(Material
Requirements Planning, MRP:Inventory and Capacity
Management)

MRP
MRP
MRP 13 ”
MRP
MRP
MRP
(Honda Civic)
(Bill of
Materials, BOM)
MRP Honda Civic
46 2 4.2
MRP MRP

MRP

(Master production schedule, MPS)



“— — — —

(Standards and Control)
MRP
MBA
MBA (Benchmarking)

(Managerial accounting)

(RolIs-Royce)



Joseph Juran, W.
Edwards Deming Philip Crosby

(Juran and Fitness for Use)
Joseph Juran “ ” “

(Deming and Statistical Proecss
Control) W.Edwards Deming 50

Deming

Deming Juran  W.A.Shewhart
(Statistical process control, SPC)

68%



68%
2 10
Deming  SPC
2
2 10
(Upper control limit, UCL) 1 990
(Lower control limit, LCL)

SPC
SPC X

R (The R(Range)Control Chart)

10



12
SPC X R

" (Crosby and "Quality Is
Free™) Philip Crosby “

Crosby



(Cycle Time)

2

6
MBA
MBA
(Time-based competiton)
80 ()}
ABC
(Bussiness World)
Honda

(Information Technology, IT)



Macy Wal-Mart

MBA
MBA

EDlI—
CAD/CAM—— /
On-line/Real Time—— /

POS——

Hardware—— (1BM, Apple, Compaq)

Software —— (Lotus, WordPerfect, Super
Mario Bros)

Applications——

Mainfame——

Microcomputer—

CPU——

LAN—

Al——

MBA

oM



MBA
1BM Onoff

MRP

SPC

MBA

(KEY OPERATIONS TAKEAWAYS)

Frederick Taylor-Father of* scientific” production
management(Theory X)

Elton Mayo-Father of the” human relations movement”
of production management(Theory Y)

Operational Problem Solving-Capacity, Scheduling,
Inventory, Standards, Control

6 M"s of Capacity-Manpower, Machinery, Materials,
Money, Methods, Messages

Flow Diagramming-Mapping out work flows to spot
efficiency opportunities

Linear Programming-Computer method of determining
the optimal solutions in situations with constrained
capacity

Gantt Chart-A simple project scheduling tool

Critical Path Method(CPM)-Sophisticated scheduling
method for projects



Queuing Theory-Mathematical tool to make waiting
lines more efficient

Inventory Types by Sate of Production-Raw materials,
work in process, finished goods

Inventory Types by Reason for Holding-Pipeline,
Cycle, Safety, Anticipatory, Speculative

Economic Order Quantity(EOQ)-Mathematical formula
to minimize inventory costs

Material Requirements Planning(MRP)-Sophisticated
operational inventory and capacity management tool

Quality Gurus-Joseph Juran, W. Edwards Deming, and

Philip Crosby
Statistical Process Control (SPC)-Statistical

qguality control technique



Forbes 1991 1 21
” MBA
(Chicago)
(Havrard) (Darden)

MBA

MBA

(MIT)

MBA



" (Supply)

(Demand)
(Equilibrium)
Spud
Heineken
25 Spud 10
1 1
2 Heineken Spud
25
“ Spud
10
AS
AD
MBA

Heineken  Spud



costs)
1992  Harley—Davidson
Harley
60%
Harley—Davidson
Harley

Harley

revenue, MR)

(Marginal cost,

(Opportunity

Harley

(Marginal
MC)



(MC)

Bud Montana

Bud Montana

Bud Montana
Bud Montana
MR=MC

1.45

(MR)=

(MR=MC)

100



0.80
0.25
0.20
0.20
1.45

(Utility)
(Marginal utility, MU)

12

13

Heineken
Spud



(Elasticity)

MBA
(Procteré&Gamble)
Ford
(Elastic) Taco Bell
1988 Taco Bell
59
(McDonald)
20 50
(Inelastic)

(Price

elasticity)
(Elasticity coefficient)

%
%

%
%

0.31



+25%

+33%

+50%

+100%

E=

1,000

2,000

4,000

9,000

16,000
(Elastic)

50%

50%

56%

56%

5,000
38% 2.00E 0.671
8,000
33% 1.50E 1.00E
12,000
33% 1.10E 0671
18,000
+13% 0.431 0.131
16,000
I= (Inelastic)



Debeers

Bud Montana

4
(Pure monopoly)
(NBA)
Burroughs Wellcome
AZT

(Oligopoly)

(Monopolistic competition)

Kinko
7 5 Kinko
24

Kinko

(Pure competition)



MBA

(Keynes) (Friedman)

(Keynesians) (Monetarists)

(John Maynard Keynes)
19 30

(The General Theory of Employment, Interest and
Money, 1936) “ ”



(Milton Friedman)

Friedman
MBA
MBA
MBA
MBA
(Gross national product, GNP) CNP

CNP



“ " GNP
“ GNP”  Real GNP)
: GNP” (Norminal GNP)

GNP GNP GNP

1982 1982 GNP
100 1950 24 1950

1982 24%
GNP GNP
1992 1
1.04 1993 4%

GNP GNP

GNP

(Consumer price index, CPI)

(Producer price index, PPI)

1967 1967
PPI=100 1985 CPI 322 PPI 309
1985 1967 2
CNP (Net
national product, NNP) (Gross national
product, GDP) NNP
NNP GNP

GDP GNP



GNP Honda

GDP
GNP (The GNP Equation)
4
MBA GNP GNP * "
GNP=C+1+G+X
C——
|—
G——
X——
GNP
{3 GNP ”
(GNP gap)
CNP
(The Multiplier Effect and Fiscal
Policy)

1992



100

(Marginal
propensity to consume, MPC)
80% 20% MPC
0.8 MPC
100 500
1,000.000 x5
5
1S/LM The 1S/LM Curve of the
Goods and Money Markets
|
1S/LM
Y =
(Investment and spending curve, 1S)
1980 12 19
21% 1992 3—

5%
(Liquidity and money curve, LM)
IS LM
GNP

1S/LM
1S/LM



1S/LM

IS
GNP
1S/LM
M1 M2 M1
M2
M1 1992
ML M2 9500 35000
M1 M2
(The Quantity Theory Equation of
Money) LM
GNP
GNP
Mx V=Px Q
X = X GNP
= GNP

Velocity



GNP
GNP

(London School of Economics)
(A.W_Phillips)

(Phillips Curve)
1950 1985
1985 1992
(Monetary Policy Tools)

7 ] ”

3 113 ”

(Prime rate)



" (Reserve)
3
80 20
GNP “o
5
(Adam Smith) (The Wealth of
Nations)
1776

“ " (Invisible hand)



10
48,000

(Joseph Schumpeter) * .
(Creative Destruction)

80
(Entrepreneur)
(Capitalism, Socialism and
Democracy)(1942) “ "
" 80
(John Kenneth Galbraith) (Liberal
View) (Galbraith)
1951

(“ American
Capitalism The Concept of Countervailing Power” )
(" The Affluent Society” ) 1958

“ The New Industrial State”

(1967)

(Arthur Okun and Okun® s Law)

GNP 2.2% 1%
60



(Arthur Laffer) 80
(Arthur Laffer and the Supply-Side Economists of the
1980" s) - 80

(University of Southern
California)
(Laffer Curve)

1981
George
Gilder Wealth and Poverty (1981) Jude
Wanniski The Way the World Works

(1978)



MBA
MBA

1917 David Ricardo
Principles of Policy, Economy and Taxation)
Comparative advantage

Ricardo
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(Foreign exchange)

Merchandise trade
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KEY ECONOMICS TAKEAWAYS

Microeconomics-The study of individual,fami-
ly,company, and industry economic behavior

Macroeconomics- The study of the behavior of entire
economies

Equilibrium— The point at which the quantity
supplied equals the quantity demanded and a mutually
agreeable price is determined

Marginal Revenue and Cost—The added revenue and cost
of producing and selling one additional unit

Elasticity—The change in buyers® demand as a result
of price changes

Market Structures—The competitive environment in an
industry determined by the number of sellers and the
product®s characteristics

Keynesian Theory—Spending and consumption are the
main drivers of an economy.

Monetarist Theory—The size and growth of the money
supply determines the growth of the economy. Money makes
the world go around.

Gross National Product—The total amount of final
goods and services produced by an economy over a period
of time

The Spending Multiplier—The economic ripple effect
of money being circulated in an economy: Spending for one



person is income for another.

Fiscal Policy—A government®s spending policy

Monetary Policy — A government®s policy of
controlling the supply of money and interest rates

Adam Smith — The economist who wrote about the
“ invisible hand” of capitalism in The Wealth of Nations
in 1776

Artbur Laffer —1980s economist who developed the
Laffer Curve, which illustrated that lower tax rates
would result in higher tax revenues

Balance of Payments—The accounting for the inflows
and outflows of foreign exchange of a country

Country Analysis—A systematic framework to organize
economic data and make predictions about the future
prospects of a nation
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Lewis Carroll

7S The Seven S Modal



Formation

Implementation
. Thomas J.Peters
In Search of Excellence 7S
H- Robert H.
Waterman R- Julien R. Philips
7S
Reengineering
“ " (Organizational tinkering)
7S
Structure
System
Skills
Style
Staff
- / Superordinate Goals/Shared
Value
Strategy

7S
Reprinted from Business Horizons, June 1980.1980 by the

Foundation for the School of Business at Indiana University. Used

with permission.

7S
“ ” Multiplicity “ ”
Interconnectedness “
1] ” S
S
Internally consistent mutually

supportive 7S



Basic organizational model , 7S

MBA
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Customer

Functional form
Actions

S Culture

P&G

Bounce
Duncan Hines
15

Staff Systems
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Du Pont 3M

1BM
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American Express
Systems
S
“ Superordinate

” 1980
” 3M 13 ” I BM
Mission

statements

Campbell®s soup
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Dorrance
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Value Chain

Value
/
_— > —  —»
participant
Integration

Forward and backward
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International Paper

Channel
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integration

1987

U.S.Steel

Vertical

USX

— — — —

and horizontal

AMC



Exxon

Levels of Strategy

Functional strategy —

Business strategy —
Corporate strategy —



R.J.Reynolds

(Expansion Strategy)

Ansoff atrix
1957 H.I.

Hershey
Penetration
strategy

Related diversification strategy Hershey

Unrelated diversification

Hershey



Industry Analysis

Adapted with the permission of Harvard Business Review. An
exhibit from "Strategies for Diversiflcation"by H.Lgor Ansoff,
Colume35, No.5(Sept./0ct.1957). Copyright 1957by the President
and Fellows of Harvard College; all rights reserved.

Michael Porter Five
Forces Theory of Industry Structure
Competitive
Strategy Competitive Advantage



Suppliers

v
'y

Reprinted with the permission of The Free Press, a Division
of Macmillan, Inc, from Competitive Advantage: Creating and
Sustaining Superior Performance by Michael E. Porter. Copyright
1985 by Michael E. Porter.

Del Monte
Substitute

New entrants

Barriers



to entry
4 5
Rivalry among existing firms

Value

Reprinted with the permission of The Free Press, a Division
of Macmillan, Inc, from Competitive Advantage: Creating and
Sustaining Superior Performance by Michael E. Porter. Copyright
01985 by Michael E. Pcrter.

Peprinted with the permission of The Fressvpress, a



division of Macmillan, Inc, from Competitive Strategy:
Techniques for Analyzing Industries and Competitors by Michael
E. Porter. Copyright O 1990 by The Free Press.

(Determinants)
MBA
(Generic strategy)
3
(Cost leadership)
(Low cost producers)
(Economies
of scale)

“ ” 6
(Labor efficiency)——
(Computer-aided manufacturing,
CAM)
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(Price movements)——
(Prior announcements)——
1991 IBM

(Media discussions)——



(Mobi 1)
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(Announce results)——

(Litigation)——

(Polaroid)

1991 10

(Prisoner”s
dilemma)
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(Boston Consulting Group, BCG)

(Learning curve effects)

4
BCG
(Star)

King World
Productions Wheel of Fortune,
Jeopardy!  The Oprah Winfrey

1991 4.76
19.6%
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(Cash cow)
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(McKinsey & Company)
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(Harvest) (Divest)



(Industry attractiveness) (Business
strength)

9 BCG 4
6
1] ” 1] ” 1] ” - (Wal _Marf)
/
SBU
(Arthur D.Little, ADL) MBA
ADL (Strategic Business
Unit, SBU)
SBU
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(Industry maturity
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” 87 2000
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1989 34
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Synergy)
Linkages Interrelationships
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Merrel Paw
Marion Merrel
4

Market linkages



Technological linkages
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Cards Lnc.
40%
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KEY STRATEGY TAKEAWAYS

The Seven S model - Strategy is how all of a company®s
S"s work together.

The Value Chain - The process of producng and
delivering goods and services

Integration - Ways to expand a business: back- ward,
forward, vertically, horizontally

Ansoff Matrix - Four strategies for business
expansion
Porter®s Five Forces Theory - Five forces that

determine the competitive intensity of an industry

The Learning Curve - The more units produced the lower
the cost per unit falls due to production efficiencies.

Signaling - Indirectly communicating with
competitors

The Prisoner®s Dilemma - The captive mature of
competitive relationships within an industry

Portfolio Strategies - The theories large
multibusiness corporations use to decide which companies
they should buy, sell, or hold

Globalization - The worldwide competition inherent
in certain industries due to a variety of globalizing
factors

Synergy - The incremental profits generated by the
combination of two companies that share resources

Incrementalism - The concept that strategy is not a
grand scheme but is developed over a period of time,step
- by - step
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AB1/Inform——

Infotrac ——  ABI Infotrac

Standard & Poor*s Industry



Surveys —— 20

Value Line Investment Surveys
— 70

U.S. Industrial Outlook ——
350
Million Dollar Directory Dun &
Bradstreet e 5
Gale Research ——
Market Share Reporter ——
Business Rankings Annual ——
Ward®s Business

Directory:U.S. Private and Pubi\lic Companies ——

Encyclopedia of Associations —

Encyclopedias ——

World book
Encyclopedia Britannica
The Lifestyle Market Analyst

congressional
Quarterly®s Washington Information directory ——



country Profiles ——
40

Doing Business in —_
Price
waterhouse

The Nexis
Research Data Base, Mead Data Central ——

BRS Dialog——
Find/SVP——

(The Wall Street Journal)——

(Forbes, Business Week,
and Fortune)——
Journal



(Advertising Age)—

/ (Local Paper/Local Business
Journals)——

KISS—— Keep It, Public Speaking
Short Simple






1997

University of Pennsylvania (Wharton)

University of Michigan

Northwestern University (Kellogg)

Harvard University

University of Virginia (Darden)

Columbia University

Stanford University

The University of Chicago

Massachusetts Institute of Technology (MIT, Sloan)

Dartmouth College (Amos Tuck)

Duke University (Fuqua)

University of California, Los Angeles (Anderson)

University of California at Berkeley (Haas)

New York University (Stern)

Indiana University

Washington University (0lin)

Carnegie Mellon University

Cornell University (Johnson)

University of North Carolina at Chapel Hill (Kenan
Flagler)

University of Texas at Austin
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