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Introduction

I graduated with an MBA from the University of Texas at Austin, focusing on entrepreneurship. As any student does, I took class notes and summarized reading assignments in preparation for classes and exams. Unlike most, I decided to make my notes digital.

This took place in the late 1990s, before the ubiquity of e-Readers, tablets, smartphones, and the like. I imagine that today there are many similar digital notes in the hands of current and recent students, but I have yet to see anyone do what I am attempting to do here, which is to compile them all in one book.

After graduation, I took these notes, along with some spreadsheet templates and other study materials, and created a digital product called MBA Boost, which has received a lot of good feedback and is still available. Recently, I decided that some might like to have the core text notes available in e-Reader format and this is the result.

Before reading further, there are a few things you should know regarding the content.


	I believe a bright person with little background in business can benefit from these notes, but they will be best suited for those with a business background that wish to revisit some forgotten or rarely used concepts. Occasionally, a certain core level of business knowledge is assumed. For example, you may encounter acronyms that are left unexplained, like BEV (Break Even Volume).

	There are some inconsistencies in formatting, abbreviations, word choice, etc.

	Converting from my original MS Word source to HTML was a lot of effort. I tried to catch mistakes, but I have undoubtedly missed some. Please let me know if you find them and I will fix them for future editions.

	The material is from the late 1990’s. Core business concepts don’t change much, so I don’t consider this a problem, but certain more recent topics, like social media, etc., are not going to be found here.

	The material is drawn primarily from one MBA program, though it has been supplemented here and there with materials found elsewhere online. Business concepts and principles shouldn’t change from one institution to the next, but different programs and individual professors will naturally choose to focus on certain topics and neglect others. You can see this in the fact that the famous Kotler marketing textbook only has summaries provided for selected chapters. The point is: I don’t pretend that this content is wholly comprehensive.

	Any errors in content, accuracy, or presentation are entirely my own and should not be attributed to the original source.



If you have been through an MBA program and wish to contribute information to future editions, I would be happy to consider it. Please email them to me at jmblum@liseries.com.




Case Analysis Tips and Tools

Why We Use the Case Method


  Source

  Dan R.E. Thomas  



The case method is one of the most effective means of management education. It is widely used in schools of business throughout the world, and this use is predicated upon the belief that tackling real business problems is the best way to develop practitioners. Real problems are messy, complex, and very interesting.

Unlike other pedagogical techniques, many of which make you the recipient of large amounts of information but do not require its use, the case method requires you to be an active participant in the closest thing to the real situation. It is a way of gaining a great deal of experience without spending a lot of time. It is also a way to learn a great deal about how certain businesses operate, and how managers manage. There are few programmable, textbook solutions to the kinds of problems faced by real general managers. When a problem becomes programmable, the general manager gives it to someone else to solve on a repeated basis using the guidelines he or she has set down. Thus the case situations that we will face will require the use of analytical tools and the application of your personal judgment.

Sources of Cases

All the cases in this course are about real companies. You will recognize many of the names of the companies, although some of them may be new to you. These cases were developed in several different ways. Occasionally, a company will come to a business school professor and request that a case be written on that company. In other situations, a professor will seek out a company because he or she knows that the company is in an interesting or difficult situation. Often, the company will agree to allow a case to be written.

Occasionally, cases will be written solely from public sources. This is perhaps the most difficult type of case writing, because of the lack of primary data sources.

In those situations where a company has agreed to have a case written, the company must “release” the case. This means that they have final approval of the content of a given case. The company and the case writer are thus protected from any possibility of releasing, data that might be competitively or personally sensitive. Public source cases, obviously, do not need a release. Given the requirement for release, however, it is amazing the amount of information that companies will allow to be placed in a case. Many companies do this because of their belief in the effectiveness of the case method.

Preparing for Class

When you prepare for class, it is recommended that you plan on reading the case at least three times. The first reading should be a quick run-through of the text in the case. It should give you a feeling for what the case is about and the types of data that are contained in the case.

A Model for Case Analysis and Problem Solving


  Source

  “A Model for Case Analysis and Problem Solving” by Professor Edward G. Wertheim, College of Business Administration, Northeastern University
  



Why the Case Approach

The most effective way for learning to take place is to actually be in real situations, make decisions, deal with the consequences of those decisions, and learn from our real mistakes. Nothing will ever replace learning from experience. Cases (which involve real situations although names may be changed) allow us to “simulate” real life situations when we don’t have the luxury of having years of experience. Cases allow us (to some degree) to live with real situations, make decisions, and feel the consequences. Like scientists in a laboratory, students of management use case problems and experiential exercises as “laboratory” opportunities to experiment with real organizations in the classroom setting.

Cases attempt to reflect the various pressures and considerations managers confront in everyday organizational life. By using complex real world problems as a focus, cases are designed to challenge you to develop and practice skills that will be appropriate to the practical problems you will face in your career.

The case method is based on the learning principle that learning occurs most when people teach themselves, through their own struggles. You will gain greater understanding and improved skills in judgment when you work through a problem than if you listened passively to a lecture. Similarly, there will be greater learning if you “use” a theory than if you just heard about it. Therefore cases have two basic uses:


    	Helping us learn how to apply theories to real situations

    	Helping us learn how to solve real problems



Like real situations cases center around an array of partially-ordered, ambiguous, seemingly contradictory and reasonably unstructured facts, opinions, inferences and bits of information, data, and incidents out of which you must provide order by selectively choosing which bits to use and which to ignore. In real life others won’t do this for us. As in real life situations, it is unlikely that any two people would assemble the data or make inferences identically. You will have to work within the limitations inherent in evidence and arrive at internally consistent interpretations. Experiencing the process of learning this way may be frustrating and confusing, but it is also practical and realistic.

Cases, as in real management situations, require you to work with the “as is” of reality, not the “should be” of theory. Like managers you will have to exercise judgment which can be improved by discussion and consultation with others. However, note that like the manager, you will seldom be sure before your decision is made and often after it is made, that you have made the right or “best” decision.

Like any manager, you will approach cases under time pressure, on the basis of limited facts, and in the face of many unknowns. You will approach cases along with other people who like you have idiosyncrasies and limitations, and different opinions.

In summary, cases have a number of benefits:


    	They allow us to develop skill in thinking clearly about ambiguous, unstructured situations using incomplete information;

    	They help us to develop skills at recognizing what information is important and what is missing

    	They help us to develop concise, reasonable, and consistent action plans;

    	Help you to identify implicit models and assumptions, values and goals you use every day

    	They provide an opportunity to develop skills in presenting (written and oral) our ideas to people and to groups; to influence and persuade others

    	Improve your ability to predict behavioral outcomes-yours and others



Your Responsibilities

Little can be learned from a case without preparing it carefully and discussing it with others. Cases are not designed to present you with a right answer which you can memorize in the hopes that you will remember it if you ever encounter a similar situation. Similarly you won’t gain much from listening to what others think is the right answer. The learning comes from actively participating in the search for solutions. Cases are the raw materials that permit simulation in the classroom of actual discussions carried on informally among managers.

Preparation: Cases require more preparation and active participation than most class activities. How much you get out of a case discussion depends heavily on how much effort you put into preparing it before class. Many students confronting cases for the first time are overwhelmed; they see so many factors that come into play. Facts are confusing and ambiguous and often incomplete. This guide is intended to help you walk through the critical steps.

Informal Discussion Groups: After preparing a case by yourself, it can really help to meet with a group of other students to talk about a case before class. This will give you a chance to test your ideas on others and learn about other perspectives about the case.

Participating in Class Discussions: The purpose of the class discussion is to test others ideas so that together students can reach a richer and deeper understanding of the case. The role of the discussion is to moderate and create an environment in which contributions of individual students build on one another to understand the problem more fully. The instructor’s role is not to answer. The instructor may highlight, synthesize the issues and help shape the discussion.

The quality of the class discussion depends on the quality of the students’ preparation and participation in class. The class should be considered a team of colleagues that has been asked to work together to solve a challenging problem. This requires good team members to push ideas and support them. Good class also requires an emphasis on listening; others will raise ideas you hadn’t thought of and you should be prepared to change your mind and incorporate new ideas when you find them persuasive.

Try to have your ideas build on the comments of others. Don’t be afraid to be challenged or to be wrong. Sometimes students leave a class discussion discouraged because many issues and arguments that were raised that they had not considered before class. Remember that no case would be worth discussing if it were simple and straightforward enough for you to have figured it out on your own.

The classroom should be a place where you can test ideas and learn from each other. Finally enjoy yourself. There should be a lot of satisfaction in struggling with a complex problem and through your efforts, coming to a better understanding of it.

Preparing a Case: Six Steps for Problem Analysis

The checklist is presented as a framework for diagnosis, problem-solving, and managerial action taking. Note that few if any situations that you will experience will require that you consider every element listed here. Management is a dynamic, ongoing process that never takes place as sequentially or rationally as this list would imply. In most real-world situations, as opposed to case discussions in class, you already know a great deal about the people and prior experiences that are relevant. In addition, events never turn out exactly as you anticipate them.

Step 1: Comprehend the Case Situation: Data Collection, Identify Relevant Facts

Most cases require at least two readings, sometimes more; the first time through should involve familiarizing yourself with the basic situation; you may be given some guide questions to help you and you also might think about why the case was assigned now. There are some standard questions that you might keep in mind as you read the case:


		What are the key issues in the case; who is the decision maker in the case; is there a critical decision?

		What is the environment in which the key people operate; what are the constraints on their actions; what demands are imposed by the situation?

		Are solutions called for?

		If you had the chance to talk to critical people in the company, what would you want to know?

		What are the actual outcomes of the current situation-productivity, satisfaction, etc; how stable are present conditions?

		What are the “ideal” outcomes; what is an ideal “future” condition?

		What information is lacking; what are the sources of the available information?



Managers and students rarely have complete information and must rely on inferences. Be prepared to make creative assumptions; good analysis goes beyond identifying the relevant facts in the case. If some facts aren’t given, figure out what you can assume they are.

Rereading: After the first reading, try to formulate several plausible courses of action and explanation for the data in the case. Imagine yourself as various key people in the case and figure out why you (as the person in the case) might have acted as he/she did, or what you would do. Think about the consequences if you are wrong.

Using evidence and numbers: One of the most difficult problems in preparing a case is sorting through the mass of information and evidence. Often cases involve considerable background information of varying relevance to the decision at hand. Often cases involve conflict with different actors providing selective information and courses of action to support their claims. As in real life, you must decide what information is important and what isn’t and evaluate apparently conflicting evidence.

As in real life, you will be faced with a lot of information but perhaps not exactly the information you need. It is not uncommon to feel paralyzed by all the available information; it is difficult to identify the key information after the first reading. You should be slightly skeptical about the information presented or the interpretation placed on it by various actors in the case. You won’t have time to question all evidence in the case but if the evidence is critical, you might ask yourself what it really implies and whether it is as compelling as it seems.

As you read the case keep in mind:


		Remember that all behavior is caused, motivated, and goal-directed; behavior may see strange, or “irrational” but you can assume it makes sense to the actor

		Separate fact from opinion; distinguish between what people say vs. do

		It might be possible to get more information about the case (eg. the industry) but for the most part you will be asked to do your best with the information available

		Separate symptoms from underlying causes

		Avoid judgments; avoid premature solutions



Step 2: Defining the Problem

What is the critical issue or problems to be solved? This is probably the most crucial part of the analysis and sometimes the hardest thing to do in the whole analysis. Perhaps the most common problem in case analysis (and in real life management) is that we fail to identify the real problem and hence solve the wrong problem. What we at first think is the real problem often isn’t the real problem.

To help in this stage here are some questions to ask in trying to identify the real problem:


		Where is the problem (individual, group, situation) why is it a problem; is there a “gap” between actual performance and desired performance; for whom is it a problem and why

		Explicitly state the problem; are you sure it is a problem? is it important? what would happen if the “problem” were left alone? could doing something about the “problem” have unintended consequences?

		What standard is violated; where is the deviation from standard

		What are the actual outcomes in terms of productivity and job satisfaction; what are the ideal outcomes

		How do key people feel about the problem and current outcomes

		What type of problem is it? (individual, relationships, group, intergroup, leadership/motivation/power, total system)

		How urgent is the problem? How important is the problem relative to other problems?

		Assess the present conditions:

		What are the consequences; how high are the stakes; what factors must and can change?

		For the organization (costs and profits; meeting obligations; productivity)

		For the people (personal and financial rewards; careers; satisfaction and growth)

		How stable are present conditions?

		What information is lacking?

		What are the sources of the available information?



Traps in this stage:


		Suggesting a solution prematurely-stating a problem while implying a solution

		Stating problems in behavioral (personal) terms, not situational terms

		Not explicitly stating the problem—assuming “your” problem is “the” problem

		Blindly applying stereotypes to problems; accepting all information at face value; making premature judgments; multiple causality

		Most crucial at this step is to avoid suggesting a solution

		Confusing symptoms with causes; differentiating fact from opinion; prematurely judging people and actions

		Stating the problem as a disguised solution (eg. Hardesty’s failure is due to his not visiting purchasing agents)



Step 3: Causes

Once you have identified the key problem(s), try to find the causes here. Most critical here is avoiding solutions, and avoiding blaming or judging people. Also 


		Don’t quit at the most obvious answer-try playing devil’s advocate; put yourself in the other person’s shoes

		Accept the multiple causality of events

		There may be a number of viable ways to fit the data together; explore as many as you can; go past the obvious

		There is a great tendency to evaluate behavior as good or bad; I care about why it occurred; judgments leads to a poor analysis focusing on justification for the evaluation

		The concern is not whether behavior is good or bad but why it occurred and its consequences

		Be careful about hindsight; actors in the case usually don’t have access to outcomes when they act so avoid “Monday Morning Quarterbacking”—consider what actors in the case are reasonably likely to know or do

		As before, avoid premature solutions and premature judgments



Step 4: Generating Alternative Solutions (not all assignments will call for this)

In thinking about a context for generating alternatives, think about:


		What are the decision-maker’s sources of power in the situation? (legitimate, reward, punishment, expert, referent)

		What are possible leverage points (changing technology such as machines, processes, product designs; changing organizational structure; changing reward systems, job descriptions education, changing personnel, changing culture)

		Can individual behavior be changed (education, training, reward systems, job description, etc.)

		What are the constraints on the solution? (time, money, organizational traditions, prior commitments, external realities, legal etc)

		What are the available resources (time, money, people, existing relationships, power)

		Should others be involved (in problem definition, data collection, generating alternatives, implementing solutions, monitoring and assessing realities)

		In this stage it is important to avoid reaching for a solution too quickly; be creative here and put yourself in the case. Try living with various alternatives that you are thinking about; what would be the impact on you and on others. Be sure to think about the costs and benefits of each alternative.



Step 5: Decision (note that not all assignments will call for a solution)

In considering the alternatives generated above you need to be clear on the criteria you will use to evaluate them. Some possible criteria include:


		Does the alternative address the critical aspect of the problem? What are your objective? Be specific.

		What are the intended consequences; what are some unintended possible consequences; how will your decision improve the situation

		What is the probability of success; what are the risks; what happens if the plan fails

		What does the plan depend on? What are the costs? What power and control is needed?

		Who would be the “change agent” Does he/she have the power, skills, knowledge to be successful

		Is the “solution” consistent with organizational realities



Remember that there is no one “elegant” solution; all solutions have costs and benefits; identify pros and cons of each alternative; evaluate relative to goals; look at main and side effects you may have to make inferences and judgments; do this as long as you have good reasons for your inferences Choose alternative which best meets the criteria. The decision might not be accepted by those involved so you may have to choose a more acceptable one. You might want to rank order your alternatives according to how well they meet the criteria used. as you think about action, put yourself into the case; try to project living with the consequences

Step 6: Taking Action and Following Up

    In thinking about implementation you want to think about these areas:

    
        	What are leverage points for change-technology, reward systems, work relationships, reporting relationships, personnel changes

        	What are the decision maker’s sources of power: legitimate, reward, expert, referent, etc?

        	What are the constraints on a solution: time, money, organizational policies, traditions, prior commitments, external realities

        	Does culture have to change; what historical relationships must be respected

        	Implementation-will people resist change; is change being reinforced; is a new stability developing

        	Monitoring changes-are further changes necessary; are costs and benefits of changes as expected

        	Make sure you have thought about the ramifications of implementing the plan; how will you address them

    

    Action Plans: provide options for meeting specific objectives should include: a brief description of the plan, costs, benefits, drawbacks

    

    Some simple models are helpful in thinking about implementation. One involves thinking about implementation as involving three stages:

    
        	Unfreezing: Making sure those affected feel the need for change

        	Change: introducing the change

        	Refreezing: Reinforcing the new behaviors

    

General Reminders/Check List


    	Remember you will never have enough information!

    	The most critical aspect of case analysis may be “identifying the problem”

    	You will never be sure you have identified the real problem

    	There is rarely one “right” answer-different answers may be somewhat right



Accept that cases and managerial situations involve:


    	Ambiguous situations multiple causality inadequate information

    	No elegant solution

    	Acknowledge that personal values play a role in case analysis

    	No one (including the instructors) can “solve” the case

    	Try to imagine “living” with the problem and your recommendations



Try to avoid:


    	Blindly applying stereotypes to problems accepting information at face value

    	Confusing symptoms with problems making premature evaluations

    	Judging behavior-we assume no one is “good” or “bad”; labelling people as such is an easy way to dispense with problems of trying to figure out why someone does what he does

    	Don’t assume you are so much smarter or better informed than managers you observe or read about that you can readily solve problems they have been dealing with for years

    	Managers involved may understand their problems better than you do and act the way they do for reasons that are sound to themselves



Writing Tips


    	While it is critical to follow the above advice on case analysis, much of this analysis may not appear in your paper. The analysis is required to generate material for your memo but may not necessarily appear in it

    	Think carefully in your writing who your audience is

    	Assume your reader is a little dense; write in a form that is easy to digest-good introduction, subheadings, manageable paragraphs, clear topic sentences, clear transitions

    	Provide a strong introduction; give your reader a reason to read the analysis; give the reader the “benefits”

    	In a memo, you can only convey one or two main points; make sure the reader knows what they are; make sure your introduction provides a clear “road map” for where you are going; reinforce this in the conclusion

    	Use models/theories in your analysis, but you may not necessarily “leave” these “tools” in your document.



Final Comments

Case teaching is a lab experience. It is low risk and participative. It does not provide “how to” or surefire techniques. Students sometimes express dissatisfaction with cases. “Information is ambiguous, redundant, irrelevant; the issue isn’t stated clearly; the instructor isn’t directive enough; we never know the “right” answer; the instructor should lecture more.”

These comments are legitimate. But for the most part the difficulties associated with case teaching stem from real situations themselves. These are the same dilemmas you will face as managers.

Case Analysis Evaluation


  Source

  Marc-David Seidel, professor of Organizational Behavior



Analysis


	Does the paper contain analysis/evaluation (or merely a restatement of facts presented in the case?)

	Does the evaluation identify all the major problems and opportunities facing the company/protagonist?

	Does the evaluation exhibit an understanding of the appropriate strategic management concepts/issues?

	Does the overall evaluation provide a good basis for making recommendations?



Recommendations


	Are specific recommendations provided on all critical issues?

	Is a good attempt made to substantiate the recommendations?

	Is the substantiation persuasive?

	Are the factors most critical to the success of the recommendations identified?

	Will the recommended actions insure long-term success?



Written Communication


	Do the exhibits support the text?

	Is the paper logically consistent throughout?

	Is the paper clear and concise, proofread and connected, and professionally presented?





DuPont ROI Analysis


  Source

  Sidebar to article, “A New Kind Of Business Case” by Brian Sommer | Optimize, January 2002, Issue 3




Originally developed by DuPont, this ROI model is now in worldwide use. It’s a fast, convenient financial measure that helps executives understand the relationships among profit, sales, and total assets. In particular, the model shows how businesses generate profit and how well a company uses assets to generate sales. At its most basic level, the formula is:

[image: Dupont formula]

Business-case developers should craft benefit plans that improve turnover and profitability. A business plan that just increases profits and causes assets to swell is damaging to ROI. Conversely, a plan to increase sales while decreasing total assets (say, by improving turnover) is desirable to shareholders.

The flow chart illustrates the underlying subcomponents of the DuPont ROI model. Each subcomponent can be altered to affect share price. These are the business drivers you need to focus on in new business cases.

[image: Dupont illustration]

Marketing Management Case Analysis


  Source

  John J. Rousseau, professor of Marketing



Strategic decision making entails coordinating seemingly unrelated facts so that they provide support for a particular course of action. Cases are learning vehicles employed to bring real world situations into the classroom. Cases provide you with an opportunity to test your understanding of previously developed concepts and to sharpen your analytical ability and judgment.

The cases assigned are intended to give you practice in assembling data to support a decision. As is often the situation in reality, cases may not have all the data you would like. You may have been intentionally provided only such information as was available to the executives at the time. Thus, you should think of yourself as a decision-maker whose information is less than perfect but who must still make decisions on key issues. Hence, it is critical that you develop a reasoned plan of attack on the basis of the data available.

Preparing a Case

In preparing an analysis, read through the case looking for the main problems that you will address. Develop a rationale for your belief that the situations identified are in fact problems. In addition, assemble the factual information presented in the case that addresses the various issues.

Once you have assembled all the information provided, develop a framework for analysis. This framework should


	Identify problem areas;

	Provide evidence that indicates why the problems are problems and the alternative ways in which they may be resolved;

	Lead to a course of action that you feel is based on the soundest assumptions.



By following this strategy you will be able to develop an integrated analysis and you will avoid focusing on issues for which there is little data.

Writing Up a Case

Written cases should consist of both text and appendices, totaling approximately 8 pages excluding the cover page. In the formal write-up the following format should be used.

(A) Text

Statement of Issues

This section should highlight the major issues (problems, economic realities, market factors, etc.) that will be addressed in your analysis and drive your recommended course of action. Any situation will have many contributing “issues.” Your task here is to focus on the few (usually 3-5) most critical ones.

Recommendations

Your recommendations should provide a plan of action for the key decision maker. State the manner in which each of the key issues you have identified should be resolved. Only your recommendations should be given here, presented

Analysis and Conclusions



	A description of the criteria used to make your decisions and the reasoning underlying your choice of criteria.

	The pros and cons of your recommended course(s) of action. While it may be necessary to briefly discuss alternatives, this discussion should primarily be presented in Appendix 1. Hence, the analysis section should focus on justifying your recommendations.

	The assumptions underlying your choice of criteria and recommendations (e.g., economic conditions, competitive response). This should also include any caveats or warnings you may want to specify.




(B) Appendices

Appendix 1


Other Appendices


Other Suggestions




	The nature of the market: market characteristics, size and potential.

	Product characteristics, the effect of the product on others in the company’s line.

	Buyer habits, demography and perceptions.

	Company ‘culture’ and history, including employee reactions and interactions and managerial techniques.

	Nature of distribution channels and/or outlets.

	Competition (present and potential) and the structure of the industry.

	Assessment of price, promotion and advertising.

	Financial and economic conditions.

	Legal, ethical and moral implications.




Mechanics for Written Papers





Common Errors in Case Writing


	Format outlined above is not followed.

	Statement of Issues and Recommendations sections is too long. Generally, no more than half a page is needed for each of these sections. Use outline form and dot points throughout the written report as you deem appropriate. There is no need for complete prose in all cases.

	Analysis focuses on minor issues or issues for which there is little or no data. Let the case facts guide you to the selection of issues.

	Repeating case data. Assume the reader is familiar with the case, and present selected data only when it is needed to support a line of reasoning you are developing.

	Summarizing the case situation as a preamble to your analysis. Present case facts only when you are going to make a particular point with them.

	Non critical evaluation of case data. Before you use evidence presented in the case, ask yourself if it was collected in a sound manner and whether it is relevant to the issues you are addressing. This does not give you a license to ignore all data. Rather, you want to qualify the conclusions you reach by evaluating the quality of the data on which they are based.

	Failure to provide a rationale for eliminating alternatives. It is important to show that the recommended course(s) of action are likely to deal effectively with the problems identified. It is equally important to explain why alternative courses of action were considered but dismissed.

	Failure to present analytical work in an understandable manner. When doing any computations, be sure your presentation (usually in an appendix) is sufficiently detailed so the reader can replicate the analysis. This requires you to indicate where the data came from and show how it was analyzed.




Process Note


Source

Jeff D. Sandefer



Introduction


The Customer


Inputs


The Process


Distribution


Administration


Reevaluating



	Reduce costs or compress the time between order and delivery without lowering the value to the customer, or

	Increase the value to the customer without increasing costs. At the same time, from a longer term perspective, we need to be searching for ways to erect barriers to entry






	Are we doing anything for which the customer is not willing to pay? If so, eliminate it.

	If we begin to increase throughput, what bottlenecks develop? What effect does volume have on price? What negative effects do economies of scale have on flexibility?

	What steps are crucial for adding value? Can we out source the others?

	Can we design a pseudo-market incentive system to improve coordination between steps and reduce administrative costs?

	How can we reduce inventory? What are the risks and costs if we run out of inventory?

	How can we increase the yield or quality? How much will it cost?

	Can we collect more timely market information and communicate it quickly throughout the process to adjust to changing customer needs?

	What would increase the value added to the customer and what would it cost?

	What steps can we take to build barriers to entry or vault existing barriers?

	Does it make sense to forward or backward integrate or form an alliance with a specific customer or supplier?

	Do the incentives for people in each step of the process match what we would like for them to accomplish?

	Are there any steps of the process that can be combined or performed simultaneously to shorten the production time?

	What data can we collect to improve the efficiency of the process?



The Dangers of Myopia


Summary


Some Guidelines for Case Analysis and Number Crunching


  Source

  Gautam Ahuja, professor of Strategy  




Some General Caveats and Notes


General Guidelines


	Focus on the assignment questions given to you for the case. These, especially the first question, should provide an idea of what numbers are likely to be more important.

	Identify the central issue or issues that the case seeks to address. The positioning of the case in the module, as well as my brief overview (introductory lecture) should be helpful in this.

	Study each exhibit closely. They often contain the most critical information. Focus on such critical variables as sales, ROE, market share, industry size and growth rate, size and growth rate of market segments, gross and net margins, inventory turnover, and average collection and payable periods.

	Identify and explain trends in the above variables. Compare these variables and ratios for the firm across years, and across firms within the industry.

	Verify any important facts stated in the case. This exercise will enable you to identify any assumptions being made by the decision makers or case writers

	Identify and where possible, numerically evaluate the different alternatives available to the decision maker.

	If balance sheet data are given try and make a cash flow or funds flow statement (Statement of Sources and Uses of Funds). Often the cash flow of the business will indicate the severity of the problems that the business faces.



Commonly Used Ratios and Computation

Du Pont Formula


	The Net Income/Sales ratio, which measures the profitability of sales, without any reference to the utilization of assets involved in generating the sales.

	The Sales/Assets ratio, which measures the efficiency of asset utilization in generating sales without any reference to the profitability of those sales.

	The Assets/Equity ratio, which can be used as a measure of the leverage of the business. To see that, rewrite Assets as (Total Debt + Shareholders Equity). Then Assets/Equity can be rewritten as (1 + Debt/Equity). Hence, return could be increasing through the use of more ‘risky’ strategies (i.e., the use of higher debt).




Ratio Analysis


PROFITABILITY RATIOS




	RATIO
	FORMULA
	MEASURE OF



	Net Margin
	Profit After Taxes ÷ Sales
	Net profit margin on sales



	Gross Margin
	(Sales - COGS) ÷ Sales
	Gross profit margin on sales



	Return on Total Assets
	(Earnings Before Interest + Taxes) ÷ Total Assets
	Return on total investment



	Return on Equity
	Profit After Taxes ÷ Owners Equity
	Return on owners investment





ACTIVITY RATIOS




	RATIO
	FORMULA
	MEASURE OF



	Fixed Assets Ratio
	Sales ÷ Fixed Assets
	Turnover on plant and equipment



	Total Asset Turnover
	Sales ÷ Total Assets
	Turnover on all assets.



	Inventory Turnover
	COGS ÷ Inventories
	Level of inventory



	Average Collection Period
	Accounts Receivable ÷ Sales per Day
	Length of time between making a sale and receiving cash for it.





LEVERAGE RATIOS




	RATIO
	FORMULA
	MEASURE OF



	Debt Ratios
	Total Debt ÷ Total Assets 
or
Long-Term Debt ÷ Long-Term Debt + Net Worth
	Level of funds provided by creditors



	Times Interest Earned or Interest Coverage
	(Earnings Before Interest + Taxes) ÷ Interest Charges
	Ability to meet current debt

obligation



	Days Payable
	Accounts Payable ÷ Purchases per Day
	Financing provided by suppliers





LIQUIDITY RATIOS




	RATIO
	FORMULA
	MEASURE OF



	Current Ratio
	Current Assets ÷ Current Liabilities
	Short term solvency 



	Quick Ratio
	(Current Assets - Inventories) ÷ Current Liabilities
	Very short-term solvency





Suggested Technique for Case Analysis


  Source

  Linda Gerber, professor of Marketing  





	Define the problem

	Discern which information is relevant

	Analyze the information

	Formulate viable alternatives

	Evaluate these alternatives

	Make a decision

	Plan for implementation





	Thoroughly familiarize yourself with all the information given in the case.

	State the central problem(s) as succinctly as possible.

	Divide the problem into logical areas of consideration. Example: A decision on mode of distribution may involve price, promotion, management, organization, and packaging.

	Formulate alternative courses of action. Try to brainstorm and come up with as many potential solutions as possible.

	Analyze the problem segments and alternatives with regard to: (1) Internal Business Conditions, (2) Competition, (3) Environment (think of the word ICE). This should involve developing a logical series of questions which reveal causal relationships. Use facts presented in the case to answer these questions.

Example: How would a change from intensive distribution to selective distribution affect product image? Sales volume? Salesperson morale? Distribution costs? Advertising?

	Evaluate the pros and cons of each alternative. Consider the long-run impact of each alternative on the business environment. Try to determine how sensitive these would be to changes in the environment.

	Decide which course of action would be the most advisable. Know the weaknesses as well as the strengths of your chosen plan.





	Are the key issues, problems, and/or decisions stated clearly?

	Is the analysis useful?
	
		Does it address the key issue?

		Are recommendations clear?

		Are recommendations realistic in light of available resources and business conditions?

		Are priorities clearly outlined?

	



	Is the analysis complete?
	
		Are the conclusions reasonable in light of the evidence presented in the case and your paper? Is the logic of the analysis convincing?

	



	Is the analysis clear?
	
		Have you made explicit what the report is trying to accomplish?

		Does the order of presentation contribute to the reader’s understanding of your contributions?

		Is the presentation neat, legible, and without careless errors?

	



	Is the analysis concise?
	
		Is the language straightforward and direct?

		Does the analysis demonstrate an adequate understanding of the case facts without indulging in useless repetition?

	






The Case Method


  Source

  Jeff Sandefer and Bob Schwartz (Professors, UT Austin)  



Introduction



Case Learning

Pattern Recognition




The Role of Analysis and Logic





Difference from Lectures


Preparation

Individual Preparation





	What problems or opportunities does the protagonist face? Often the real problem or opportunity is not obvious.

	What is the solution or recommended course of action? You must take a firm stand. The more specific the answer the better.

	What is the analysis that lead to this recommendation? This analysis should be simple, logical and be based on numerical evidence. When data are not available, make logical assumptions and be prepared to justify them.

	How will we carry out the plan? The action plan should include detailed steps and when they should be taken. The plan should consider the power and re-sources of the protagonist or company and the time available. It should consider what could go wrong and provide a contingency plan.



Group Preparation




The Classroom

The Opening




Some suggestions


	Broad openings are better than narrow. No matter how narrow the opening question, it is better to go through the frameworks and touch on the major issues facing the protagonist and company before settling on one point. Be sure to clearly address the key success factors for the company. This provides the class with a firm foundation on which to build.

	Clearly and concisely state the problem. It may not be obvious.

	Take a stand. Choose one side of the argument and defend it. Before you address other options and give reasons for dismissing them, make your position clear and resolute.

	Provide analysis, both logic and numbers, that back your position.

	Have an action plan ready. Keep in mind what the protagonist can realistically accomplish given time constraints and limits on his or her power and resources.

	If you do not have enough information to make a decision, read between the lines. Infer. Make logical assumptions. State and defend your assumptions.




The Body of Discussion




The Summary


Summary
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