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through the exercise of identify, evaluate, and recom:
mend, keep the following pointers in mind.*

dentification 1t is essential early on in your writ
ten report that you provide a sharply focused di
osis of strategic issues and key problems and that
u demonstrate a good grasp of the company’s pre
nt situation. Make sure you can identify the firm’
trategy (use the concepts and tools in Chapters 1-
s diagnostic aids) and that you can pinpoint what
1 strategy implementation issues may exist (again.
nsult the material in Chapters 10-12 for diagnosti
elp). Consult the key points we have provided at th
:nd of each chapter for further diagnostic suggestions,
Consider beginning your report with an overview of
he company’s situation, its strategy, and the sigs
it problems and issues that confront management,
tate problems/issues as clearly and precisely as yot
in. Unless it is necessary to do so for emphasi
woid recounting facts and history about the compar
assume your professor has read the case and is famil
ar with the organization).

nalysis and Evaluation This is usually the hard:
t part of the report. Analysis is hard work! Checl
ut the firm's financial ratios, its profit margins an
ates of return, and its capital structure, and decid
how strong the firm is financially. Table | contains
ummary of various financial ratios and how they ar
alculated. Use it to assistin your financial diagnosis.
imilarly, look at marketing, production, managerial
ompetence, and other factors underlying the orga:
ization’s strategic successes and failures. Decid
Whether the firm has valuable resource strengths an
ompetencies and, if so, whether it is capitalizing or
hem.

Check 10 se if the firm's strategy is produciny
atisfactory results and determine the reasons why
r why not. Probe the nature and strength of th
ompetitive forces confronting the company. Decid

Whether and why the firm’s competitive position is
etting stronger o weaker. Use the tools and co

epts you have learned about to perform whateves
nalysis and evaluation is appropriate. Work throug!
he case preparation exercise on CaseTUTOR if one i
wailable for the case you've been assigned.

In writing your analysis and evaluation, bear i
mind four things:

1. You are obliged to offer analysis and evident

to back up your conclusions. Do not rely o
rted Jizat

plaiitudes as a subsiitute for fight, Togical argw;
ment backed up with facts and figures.

. I your analysis involves some important quanti
tative calculations, use tables and charts to pr
sent the calculations clearly and efficiently. Don't
just tack the exhibits on at the end of your report
and let the reader figure out what they mean an
why they were included. Instead, in the bod
of your report cite some of the key numbe
highlight the conclusions to be drawn from th
exhibits, and refer the reader to your charts an
exhibits for more details

. Demonstrate that you have command of the stra
tegic concepts and analytical tools to which yor
have been exposed. Use them in your report.

4. Your interpretation of the evidence should be rea:
sonable and objective. Be wary of preparing a on
sided argument that omits all aspects not favorabl
to your conclusions. Likewise, try not to exagger
ate or overdramatize. Endeavor to inject balan
into your analysis and to avoid emotional rhet
ric. Strike phrases such as T think.” “I feel.” an
“I believe” when you edit your first draft and writ
in "My analysis shows” instead.

Recommendations The final section of the writte
ssc analysis should consist of a set of definite recor
rendations and a plan of action. Your set of recor
rendations should address all of the problems/issues
identified and analyzed. If the recommendations
or do not follow logically fro
he analysis, the effect s to weaken greatly your s
estions of what to do. Obviously, your recommendal
ions for actions should offer a reasonable prospect of
uccess. Highisk, betthecompany recommendations
hould be made with caution. State how your recos
endations will solve the problems you identified:
Be sure the company is financially able to carry out
hat you recommend; also check to see if your rec:
mmendations are workable in terms of acceptance
he persons involved, the organization's competence I
implement them, and prevailing market and enviro
rental constraints. Try not to hedge or weasel on the
ctions you believe should be taken.

By all means state your recommendations i
ufficient detail to be meaningful—get down to som
lefinite nitty-gritty specifics. Avoid such unhel
ul statements as “the organization should do more

lanning” or “the company should be more agare
rketing its product.” For instance, if
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fdetermine that “the firm should improve its mark
position,” then you need to set forth exactly how yor
hink this should be done. Offer a definite agenda for
ction, stipulating a timetable and sequence for ini
ating actions, indicating priorities, and suggestin
ho should be responsible for doing what.

Tn proposing an action plan, remember there is

great deal of difference between, on the one hand

ing responsible for a decision that may be costl
f it proves in error and, on the other hand, casu:
lly suggesting courses of action that might be tak
Wwhen you do not have to bear the responsibility fo
iny of the consequences.

A good rule to follow in making your recomme
ations is: Avoid recommending anything you woul
ot yourself be willing to do if you were in mana
ment’s shoes. The importance of learning to devel
ood managerial judgment is indicated by the fa
hat, even though the same information and operatin
{data may be available to cvery manager or execut
in an organization, the quality of the judgments abou

Wwhat the information means and which actions
0 be taken does vary from person to person.*

Tt goes without saying that your report should be
well organized and well written. Great ideas amoun
o ittl unless others can be convinced of their merit-|
his takes tight logic, the presentation of convincing

idence, and persussively written arguments.

Preparing an Oral Presentation

During the course of your business career it is very
ikely that you will be called upon to prepare and gi
number of oral presentations. For this reason, i
s common in courses of this nature to assign case§
for oral presentation to the whole class. Such assig
ents give you an opportunity o hone your presenta
ion skills.

‘The preparation of an oral presentation has muct
in common with that of a written case analysis. Botl
Fequire identification of the strategic issues and prot
lems confronting the company, analysis of industry
onditions and the company’s situation, and the
fevelopment of a thorough, wellhought-out actior
lan. The substance of your analysis and quality of

yur recommendations in an oral presentation shoul
no different than in a written report. As with

ritten assignment, you'll need to demonstrate com-

and of the relevant strategic concepts and tools of
lysis. and dations should cont:

ufficient detail (o provide clear direction for mar
sgement. The main difference between an oral pre
entation and a written case is in the delivery format,
ral presentations rely principally on verbalizin
ur diagnosis, analysis, and recommendations an
isually enhancing and supporting your oral discus
ion with colorful, snappy slides (usually created o
icrosoft's PowerPoint software).

‘Typically, oral presentations involve group assign{
ments. Your instructor will provide the details of th
ssignment—how work should be delegated among th
roup members and how the presentation should b

nducted. Some instructors prefer that presentations
begin with issue identification, followed by analysis

f the industry and company situation analysis, an

nclude with a recommended action plan to impro

mpany performance. Other instructors prefer th
he presenters assume that the class has a good under
Standing of the external industry environment an
he company’s competitive position and expect th
presentation to be strongly focused on the group!
commended action plan and supporting analysis
ind arguments. The latter approach requires cuttin
Straight to the heart of the case and supporting eacl

commendation with detailed analysis and persua
ive reasoning. Still other instructors may give you th
atitude to structure your presentation however yo
ind your group members sce fit.

Regardless of thestyle preferred by your instructor,

u should take great care in preparing for the pre
entation. A good set of slides with good content an
ood visual appeal is essential to a firstrate prese
ation. Take some care to choose a nice sfide design.
font size and style, and color scheme. We sugges
including slides covering each of the following areas:

= An opening slide covering the “title” of the pr
sentation and names of the presenters.

A slide showing an outline of the presentatior
(perhaps with presenters’ names by each topic).

* One or more slides showing the key problem:
and strategic issues that management needs
address.

= A series of slides covering your analysis of th
company’s situation.

= A series of slides containing your recommenda
tions and the supporting arguments and reasonin
for each recommendation—one slide for each e
ommendation and the associated reasoning will

it a lot of merit





image9.png
fou and your feam members should carefully plar
ind rehearse your slide show to maximize impact an
minimize distractions. The slide show should include
il of the pizzazz necessary to gamer the attention o
the audience, but not so much that it distracts fro
he content of what group members are saying to th
fass. You should remember that the role of slides is
0 help you communicate your points to the audience!
Moo many graphics, images, colors, and transitions
may divert the audience’s attention from what is bein
id or disrupt the flow of the presentation. Keep i
mind that visually dazzling slides rarely hide a shallo
r superficial or otherwise flawed case analysis from
perceptive audience. Most instructors will tellyou that
irstrate slides will definitely enhance a welldeliver
presentation, but that impressive visua aids, if accom
panied by weak analysis and poor oral delivery, stl
1dd up to a substandard presentation.

Researching Companies and
industries via the Internet
and Online Data Services

fery likely, there will be occasions when you need 1
et additional information about some of the assigneq
cases, perhaps because your instructor has asked yo
0 do further research on the industry or company
r because you are simply curious about what ha
iappened to the company since the case was written.
[These days, it is relatively casy o run down recent
indusiry developments and (o find out whether
company’s strategic and financial situation ha
improved, deteriorated, or changed little since the
conclusion of the case. The amount of informatior}
bout companies and industries available on the
internet and through online data services is formi:
ble and expanding rapidly.

It is a fairly simple matter (0 go (o company
Websites, click on the investor information offer
ings and press release files, and get quickly o ust
ul information. Most company websites allow yot
0 view or print the company’s quarterly and annual
reports, its 10K and 10-Q filings with the Securii
ind Exchange Commission, and various company
ress releases of interest. Frequently, a company’
website will also provide information about its mis:
sion and vision statements, values statements, cods
f ethics, and strategy information, as well as charty
 the company’s stock price. The company’s recent

ress releases Lypically contain reliable information

bout what of interest has been going on—new prod;
et introductions, recent alliances and partnershi
sgreements, recent acquisitions, summaries of th
atest financial results, tidbits about the company’s
trategy, guidance about future revenues and car
ings, and other late-breaking company developments,
ome company web pages also include links to th
home pages of industry trade associations where you
an find information about industry size, growth,
nt industry news, statistical trends, and futur
utlook. Thus, an early step in researching a com
pany on the Internet is always to go to its website an
e what's available.

nline  Data Services LexisNexis, Bloomber
incial News Services, and other online subscriy
ion services available in many university librari
rovide access (o a wide array of business referen
material. For example, the webbased LexisNexi
IAcademic Universe contains business news artick
rom general news sources, business publications,
ind industry trade publications. Broadcast tra
scripts from financial news programs are also aval
ble through LexisNexis, as are fulltext 10:Ks, 10Qs,
innual reports, and company profiles for more thar|
11,000 U.S. and international companies. Your busi
ess librarian should be able to direct you 1o th
resources available through your library that will ai
u in your research.

blic and _Subscription  Websites _ with  Good
information ~ Plainly, you can use a search engine suct
s Google or Yahoo! or MSN to find the latest news
fon a company or articles written by reporters that hay
ippeared in the business media. These can be very val
ible in running down information about recent com
ny developments. However, keep in mind that the
information retrieved by a search engine is “unfiltered’
ind may include sources that are not reliable or that
contain inaccurate or misleading information. Be wary
f information provided by authors who are unaffi
ted with reputable organizations or publications a
ricles that were published in ofFbeat sources or orf
websites with an agenda. Be especially carful in rely
ing on the accuracy of information you find posted o}
arious bulletin boards. Articles covering a compar
issue should be copyrighted or published by a reput
table source. If you are turning in a paper containing
information gathered from the Internet, you shoul
cite your sources (providing the Internel address and
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daie visited): it is also wise fo print web pages for your
Fescarch file (some web pages are updated frequently).
The Wall Street Journal, Bloomberg Businessweel
Forbes, Barron’s, and Fortune are all good sources of
ticles on companies. The online edition of The Wall
Street Journal contains the same information that is
wailable daily in its print version of the paper, but
he WS/ website also maintains a searchable data
base of all The Wall Street Journal articles publish
uring the past few years. Fortune and Bloomberg
usinessweek also make the content of the most cur
it issue available online to subscribers as well as
provide archives sections that allow you to search fo
ticles published during the past few years that ma
related to a particular keyword.
The following publications and websites ar
particularly good sources of company and industry
information:

Securties and Exchange Commission EDGAR
database (contans company 10-Ks, 10-Gs, etc)
hetpdfwwwsec.goviedgarlsearchodgar!
companysearch
Google Finance
hitpi/finance google.com
CNN Money
hitpuimoney.con.com
Hoover's Online
htpi//hoovers.com
The Wall Street Journal nteracive Edion
‘wwwwej.com
Bloomborg Businesswoek
‘wwwbusinesswaek.com and www bloomberg.com
Fortune
‘www fortune.com
MSN Money Central
hitpu//moneycentralmsn.com
Yahoo! Finance
hitpulfinance yshoo.com/

Some of these Internet sources require subscri
ions in order to access their entire databases.

TABLE2 The Ten Commandments of

You should always explore the investor refations
ection of every public company’s website. In today’s
World, these websites typically have a wealth of infor;
ation concerning a company’s mission, core values
performance targets, strategy, recent financial per;
formance, and latest developments (as described i
ompany press releases).

Learning Comes Quickly ~With a modest investmen
f time, you will learn how o use Internet sources an
search engines (o run down information on compay
ies and industries quickly and efficiently. And it is
skill that will serve you well into the future. Once yot
become familiar with the data available at the differ
nt websites mentioned above and learn how o use
search engine, you will know where (o 20 (o look for the
rticular information that you want. Search engines
Dearly always twrn up too many information sources
hat match your request rather than oo few. The tri
s 0 learn 10 Zero in on those most relevant to wha you
re looking for. Like most things, once you get a ltl
cperience under your belt on how to do company an
industry research on the Internet, you will be able ¢
ily find the information you need.

The Ten Commandments
of Case Analysis

s a way of summarizing our suggestions about h
0 approach the task of case analysis, we have pul
ogether what we like to call “The Ten Command:
ents of Case Analysis.” They are shown in Table 2.
f you observe all or even most of these command:
ents faithfully as you prepare a case either for class
ussion or for a witten report, your chances of
Hoing a good job on the assigned cases wil be mucl
improved. Hang in there, give it your best shot, an

iave some fun exploring what the real world of stra

ic management s all about.

ase Analysis

To be observed In wltten reports and oral presentations,

1. Go through the case twice, once for a quick overview

and whil particpating In class discussions:
and once to gain ful command of the facts. Then take care to

‘explore the Information In every one of the case exhbIs.

your diagnosis).

Make a completa It ofthe problems and Issues that the company's management needs to address.

Be thorough in your analysis of the company's stuation (make a minimum of one to two pages of notes detalling

(Continue)
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’TABLEZ (Continued) ‘ ‘

4. Lok for opportuniies to apply the concepts and analytcal tools n the text chapters—all of the cases In the book.
have very defiite ties to the materlal In one or more of the text chaptersi!

5. Do anough number crunching to discover the story toid by the data prasented In the case. (To help you comply
with this commandment, consult Table 1 In this section to gulde your probing of a company's financial condition
and financial performance.)

6. Support any and all oft-the-cuff opinions with wellreasoned arguments and numerical evidence. Don't stop until
You can purge * think” and ° feal" fom your assessment and, insiaad, are able to raly completaly on "My analysis
shows.”

7. Proriize your recommendations and make sure they can be carried out In an acceptable time frame with the,
avallable resources.

8. Support each recommendation with persuasive argument and feasons as to why It makes sense and should result
Inimproved company performance.

9. Review your recommended action plan to sae If t addressos al of the probloms and fsues you dentifed. Any
Sat of recommendations that does not addfress allof the issues and problems you identified I Incomplete and
Insuffclont.

10. Avold recommending any course of actn that could have disasirous consequences If it doesn't work out as
planned. Therefore, be as lert to the downside risks of your recommendations as you are o their upside potental
and appeal.

.

e | Gragg, “Because Wisdor Cart_ Cosa Mothod ot theHorurd usss School, M. P MeN, pp. 1963, Reymond'sstle

Be Tola” i The Cose Method ot e Farvrd e M.P. McNat 7 78 Inchudos an scual case,a sampo anyts of
noss School od M. B eok (Now York: o somo addond] aak nd viowports, tho caso,and 3 <amplof  tudonts wion

MeGran i, 1964 .11 you may weh o corkul Thomas | Raymond, feporon he case

i pp 12,4, and D. R Schoen and Py Wi Analysts of Cases; n T Cose “Crogg. Bacause Wisdom Cant B

Speague, What s the Caso Mothod? n Tho Mo a1 1 Honvird Bkiess School od.  Toidp.10.
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. Guide to Case Analysis

1 keep six honest serving men

(They taught me all I knew);

Their names are What and Why and When;
And How and Where and Who.

Rudyard Kipling
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‘0 most courses in straegic management, students usd
cases about actual companies 1o practice strategi
analysis and to gain some experience in the tasks of
rafting and implementing strategy. A case sets forth, i
factual manner, the events and organizational circum{
inces surrounding a particular managerial stuation
t puts readers at the scene of the action and familiar
75 them with allthe relevant circumstances. A case-
tegic management can concern a whole industry,
ingle organization, or some part of an organizat

the organization involved can be either profit secking
notforprofit. The essence of the student's role i
s analysis is to diagnose and size up the situat
ibed in the case and then to recommend appropri
te action steps.

HY USE CASES TO
PRACTICE STRATEGIC
MANAGEMENT?

A student of business with tact
Absorbed many answers he lacked.
But acquiring a job,
He said with a sob,
“How does one fit answer to fact?”

foregoing limerick was used some years ago by
fessor Charles Gragg (o characterize the plight of
usiness students who had no exposure to cases.' The
fcts are thal the mere act of listening (0 lectures an
und advice about managing does litte for anyone’
anagement skills and that the accumulated man

ial wisdom cannot effectvely be passed on by lecture
ind assigned readings alone. If anything had beer
earned about the practice of management, it is that
storehouse of ready-made textbook answers does

ist. Each managerial situation has unique aspects
iring its own diagnoss, judgment, and tailor-ma
ctions. Cases provide would-be managers with a val
ble way to practice wresling with the actual problems
f actual managers in actual companies.

The case approach o strategic analysis i, first
nd foremost, an_exercise in learning by doing,
cause cases provide you with detailed informatior
ibout conditions and problems of different industries
ind companies, your task of analyzing company afte
pany and situation after situation has the twir
efi of boosting your analytial skills and exposing
u 10 the Ways companies and managers actually d
hings. Most college students have limited manageria

kgrounds and only fragmented knowledge about
anics and reaife strategic situations. Cases help
ubstitute for on-thejob experience by (1) giving yo
broader exposure to a variety of industries, orgar
ions, andstrategic problems; (2) forcing youtoassume
anagerial ole (as opposed to that of just an onlooker);
3) providing a test of how to apply the tools and tec
iques of strategic management; and (4) asking you t
e up with pragmatic managerial action plans t
{eal with the issues at hand.

Objectives of Case Analysis

Using cases to learn about the practice of strategi
anagement is a powerful way for you to accomplis
ive things:?

1. Increase your understanding of what managery
should and should not do in guiding a business
sucess.

2. Build your skills in sizing up company resou
strengths and weaknesses and in conducting stra
tegic analysis in a variety of industries and com
petitive situations.

. Get valuable practice in identifying strategi
issues that need to be addressed, evaluating stray
tegic alternatives, and formulating workable plans
ofaction.

4. Enhance your sense of business judgment, a
opposed (o uncritically accepting the authorita
tive crutch of the professor or “back-fthe-book
answers.

. Gain in<depth exposure to different industries an
‘companies, thereby acquiring something close t
actual business experience.

If you understand that these are the objectives of
case analysis, you are less likely to be consumed witt
curiosity about “the answer (o the case.” Studen
Wwho have grown comfortable with and accustomed
0 textbook statements of fact and definitive lectur
otes are often frustrated when discussions about
case do ot produce concrete answers. Usually, ca
iscussions produce good arguments for more thar
ne course of action. Differences of opinion nearl
Iways exist. Thus, should a class discussion conclud
ithout a strong, unambiguous consensus on what t
lo, don't grumble too much when you are not ol
Wwhat the answer is or what the company actually did.
ust remember that in the business world answers
lon't_come in conclusive blackand-white terms|





image3.png
There are nearly always several feasible courses of
ction and approaches, each of which may work ou
atisfactorily. Moreover, in the business world, wh
ne elects a particular course of action, there is n

pecking at the back of a book to see if you have ch
en the best thing to do and no one to turn to fo

provably correct answer. The best test of whether
management action is “right” or “wrong” is results.

f the results of an action turn out to be “good.” th

Hecision to take it may be presumed “right” If n
hen the action chosen was “wrong in the sense that
t didn't work out.

Hence, the important thing for you to understan
sbout analyzing cases is that the managerial exercise of
dentifying, diagnosing, and recommending is aimed a
uilding your skills of business judgment. Discovering
what the company actually did is no more than frost
ing on the cake—the actions that company managers
ctually took may or may not be “right” or best (unless
here is accompanying evidence that the results of thei
ctions were highly positive)

‘The point i this: The purpose of giving you a cas
ssignment is ot to cause you to run to the library o
urf the Internet to discover what the company act
lly did but, rather, to enhance your skill in sizing u
ituations and developing your managerial judgmen
sbout what needs to be done and how to doit. The ai
f case analysis is for you to become actively engaged
in diagnosing the business issues and managerial prol
lems posed in the case, o propose workable solutions
ind 10 explain and defend your assessments—this is
how cases provide you with meaningful practice a

ing a manager.

Preparing a Case
for Class Discussion

I this is your first experience with the case method,
u may have to reorient your study habits. Unlike
lecture courses where you can get by without prepar;
ing intensively for each class and where you have lat
ude (o work assigned readings and reviews of lecture
otes into your schedule, a case assignment requir
conscientious preparation before class. You will n
get much out of hearing the class discuss a case yot
aven't read, and you certainly won't be able to cor
ribute anything yourself (o the discussion. What yot
ave got 10 do o get ready for class discussion of a
case i (0 study the case, reflect carefully on the situa

ion presented, and develop some reasoned thoughts,

four goal in preparing the case should be 1o end uj
with what you think is a sound, wellsupported analy:
i of the situation and a sound, defensible set of rec;
mmendations about which managerial actions n
0 be taken.
To prepare a case for class discussion, we suggest
he following approach:

1. Skim the case rather quickly o get an overvie
of the situation it presents. This quick overview
should give you the general flavor of the situatior|
and indicate the kinds of issues and problems tha
you will need to wrestle with. If your instructor
has provided you with study questions for th
case, now is the time (0 read them carefully.

. Read the case thoroughly to digest the fucts and cir
cumstances. On this reading, try to gain full com
mand of the situation presented in the case. Begi
to develop some tentative answers to the study
questions your instructor has provided. If you
instructor has elected not to give you assignment
questions, then start forming your own picture of
the overall ituation being described.

. Carcfully review_all the informationpresented in
the exhibits. Often, there is an importantstory
i the numbers contained in the exhibits. Ex
the information in the case exhibits to be crucial
enough to materially affect your diagnosis of
situation.

Decide what the strategic issues are. Uil you hay
identified the strategic issues and problems in th
case, you don't know what (o analyze, which tools
and analytical techniques are called for, or other
wise how 0 proceed. At times the strategic issues
are clear—either being stated in the case or elsc o
ous from reading the case. At other times you will
have (0 dig them out from all the information given
if so, the study questions will guide you.

. Start your analysis of the issues with some mumber
crunching. A big majority of strategy cases cal
for some kind of number crunching—calculating
assorted financial raios 1o check out the company’s
financial condition and recent performance, calg
lating growth rates of sales or profits or unit volume,
checking out profit margins and the makeup of
the cost structure, and understanding whatever
revenuecost-profit relationships are present. Seq
‘Table 1 for a summary of key financial ratios, how
they are calculated, and what they show.
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1. Check out conflicting opinions and make some judg:

. Appy the concepls and lechmiques of strategs
analysis you have been studying. Strategic analy;
sis is not just a collection of opinions; rather, i
entails applying the concepts and analytical tool
described in Chapters 1 through 12 to cut beneatl
the surface and produce sharp insight and under;
standing. Every case assigned is strategy relat
and presents you with an opportunity to usefull
apply what you have learned. Your instructor i
Tooking for you to demonsirate that you know h
and when to use the material presented in the text
chapters.

‘ments about the validity of all the data and informa:
tion provided. Many times cases report views an
contradictory opinions (after all, people don’
always agree on things, and different people
the same things in different ways). Forcing you t
evaluate the data and information presented in the
case helps you develop your powers of inferent
and judgment. Asking you to resolve conflictin
information “comes with the territory” becaus
a great many managerial situations cntail opy
ing points of view, conflicting trends, and sketcl
information.

. Support your diagnosis and opinions with reason

and evidence. The most important things o pre|

pare for are your answers 10 the question “Why?

For instance, if after studying the case you ar

of the opinion tha the company's managers are

doing a poor job, then it is your answer to “Why?”
thatestablishes just how good your analysis of
the situation is. If your instructor has provid
you with specific study questions for the case,
by all means prepare answers that include all the
reasons and numbercrunching evidence you car)
muster to support your diagnosis. If you are usin
study questions provided by the instructor, gener;
ate at least two pages of notes!

Develop an appropriate action plan and set of

‘recommendations. Diagnosis divorced from correc:

tive action is sterile. The test of a manager is alway

to convert sound analysis. into sound actions{
actions that will produce the desired results,

Hence, the final and most telling step in preparing

a case is to develop an action agenda for manage|

ment that lays out a set of specific recommenda:

tions on what to do. Bear in mind that proposin

realistic, workable solutions is far preferable i

‘casually tossing out ofi-he-{op-o-your-head sugges;
tions. Be prepared to argue why your recommes
dations are more attractive than other courses of
action that are open.

As long as you are conscientious in preparing
ur analysis and recommendations, and have ampl
Feasons, evidence, and arguments to support you
iews, you shouldn't fret unduly about whether what
wve prepared is “the right answer” to the case. I
ase analysis, there is rarely just one right approact
r set of recommendations. Managing compani
ind crafting and executing strategies are not suct
act sciences that there exists a single provably cor,
‘analysis and action plan for each strategic situa-
ion. Of course, some analyses and action plans ar
better than others; but, in truth, there’s nearly always
more than one good way to analyze a situation an
more than one good plan of action.

Participating in Class
Discussion of a Case

Classroom discussions of cases are sharply different
rom attending a lecture class. In a case class, stu-
fents do most of the talking. The instructor’s role i
0 solicit student participation, kecp the discussion or
rack, ask “Why?” often, offer alternative views, play
he devil's advocate (if no students jump in to offe
pposing views), and otherwise lead the discussion
[The students in the class carry the burden for analyz:
ing the situation and for being prepared to present an
tefend their diagnoses and recommendations. Expect
classroom environment, therefore, that calls for you
ize-up of the situation, your analysis, what action:

u would take, and why you would take them. Do not
be dismayed if, as the class discussion unfolds, som
insightful things are said by your fellow classmates
hat you did not think of. It is normal for views an
nalyses (o differ and for the comments of others i
he class to expand your own thinking about the case.
As the old adage goes, “Two heads are better thar
ne.” So itis 1o be expected that the class as a whol
ll do a more penetrating and searching job of casq
inalysis than will any one person working alone. Thi
s the power of group effort, and its virtues are that
it will help you see more analytical applications, I
u test your analyses and judgments against those of
ur peers, and force you to wrestle with difference
f opinion and approaches.
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ABLET Key Financial Ratios:

Ratio How Calculatod

Proftabilty ratios

1. Gross profit margin ‘Salos - Cost of goods sold

Sales

2. Operating proft Sales - Operating expenses
margin or retur on Sales
sales) or

Operating income:
Sales

3. Net profit margin (or Profts after taxes
et feturn on sales) Sales

4. Totalreturm on assels  Profs aflr taxes + Interest

Total assels

5. Nt return on total Profts after taxes
assols (ROA) Total assats.

6. Rotum on Profts after taxes.
stockholder's equity  Tolal stocknholders’ oquRy.
ROE)

7. Rotum on nvested Profts afer taxes
capttal (ROIC)— Long-term dobt

Sometimes refarred
1025 return on captal

+Total stocknolders’ equty

‘omployed (ROCE)
8. Eamings per share Profts after taxes
s Number of shares of common
stock outstanding
Lquidy ratios.

1. Curent ratio Current assets

Carrent labiltis

2. Working capital Current assets - Current abilties
Lovorage ratios:
1. Total debtto-assets Tota labittios

nto Total assals

2. Long term debtto-
captal ratio

Long-term debt
Long-term debt
+ Total stockholders’ equty

ulate Them and What They Mean

‘What It Shows.

Shows the percentage of revenues avallable to cover
operating expenses and yield a proft. Higher s better
and the trend shoud be upward.

Shows the proftabilty of current operations without
fegard to Interest charges and Income taxes. Higher Is
beter and the trend shouid be upward.

Shows after-tax profs per dollar o sales. Higher s
beter and the trend should bo upward.

A measure of the return on total monetary Investment
n the enterprise. Interest s added 1o afer-4ax profts to
for the numerator sinco total assets are financed by
creditors as woll as by stockholders. Higher Is botter
and the trend shouid be upward.

A measure of the return earned by stockholders on the.
fim's total assets. Highr I bettr, and the trend should
be upward.

Shows the retur stockholders are oaming on thelrcaptal
Investment n the enterpriso. A fetur nthe 12-15%
fange i “average; and the trend shoud be upword.

A moasure of the return shareholdors are earning on the
ong-term monetary capial Invested In the entorpriso. A
higher return eflects greater bottom-Ine effectiveness.
n the use of long-term capital, and the trend should be
upward.

Shows the earnings for each share of common stock
outstanding. The trend should be upwiard, and the
bigger the annual porcentage gains, the bettor.

Shows a fim's abiltyto pay current labilties using
assalts that can bo converted Into cash It the near term.
Ratio shouid deflntely be higher than 1.0;atios of 2 or
higher are better stl

Bigger amounts are better because the company has
more Internal funds avallable o (1) pay s current
Iiabities on a timely basis and (2) inance inventory.
oxpansion, addtional accounts faceivable, and a arger
baso of operations without resorting to borrowing or
asing more equity captal.

Masuros the extent to which borrowed funds have
been used o inance the firms operations. Low fractions.
of atios are beter—high fractons Indicate overuse of
debtand greater sk of bankruptcy.

An important measure of creditworthiness and balance.
sheat strength.Indicates the percentage of capltal
Investment that has baen flsanced by credtors and
bondholders. Fractions or atios balow .25 o 25%are

usually quie satifactory since monies Invested

(Continuec)
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To orient you to the classroom environment or
he days a case discussion is scheduled, we compil
he following lst of things to expect:

1. Expect the instructor to assume the role of exter
sive questioner and listener.

. Expect students to do most of the talking. Th
case method enlists a maximum of individual par
ticipation in class discussion. It is not enough t
be present as a silent observer; if every student
took this approach, there would be no discussion.
(Thus, expect a portion of your grade to be based
on your participation in case discussions.)

. Be prepared for the instructor to probe for reason:
and supporting analysis.

4. Expect and tolerate challenges to the views
expressed. All students have to be willing to sub
mit their conclusions for scrutiny and rebuttal
Each student needs o learn to state his or her
views without fear of disapproval and to overcom
the hesitation of speaking out. Learning resy
for the views and approaches of others is an int
gral part of case analysis excrcises. But there are
times when it is OK to swim against the tide of
majority opinion. In the practice of managemen
there is always room for originality and unorthy
dox approaches. So while discussion of  case i
a group process, there is no compulsion for yo
or anyone else to cave in and conform to grou
opinions and group consensus.

. Don't be surprised if you change your mind abou
some things as the discussion unfolds. Be alert t
how these changes affect your analysis and recom:
mendations (in the event you get called on).

Xpect o learn a lot in class as the discussion of 4
case progresses; furthermore, you willfind that th
cases build on one another—what you learn in one
case helps prepare you for the next case discussion.

‘There are several things you can do on your own}
(0 be good and look good as a participant in clas
iscussions:

= Although you should do your own independen
work and independent thinking, don't hesitate
before (andafter) classtodiscuss the case withother
students. In real life, managers often discuss th
‘company’s problems and situation with other peo
ple to refine their own thinking.

= In participating in the discussion, make a cor

There is a big difference between saying som
thing that builds the discussion and offering
Tongwinded, offthecuff remark that leaves th
class wondering what the point was.

the use of “I think” “I believe,” and 1
s instead, say, “My analysis shows
and “The company should do becau:
" Always give supporting reasons an
‘evidence for your views; then your instructor won't
have (o ask you “Why?" every time you make
comment.
* In making your points, assume that everyon
has read the case and knows what it says. Avoi
reciting and rehashing information in the case—
instead, use the data and information to explain
your assessment of the situation and to support
your position.
« Bring the printouts of the work you've done of
CaseTUTOR or the notes you've prepared (usu:
ally two or three pages’ worth) to class and rel
on them extensively when you speak. There’s n
way you can remember everything off the top of
your head—especially the results of your number
crunching. To reel off the numbers or to present
allfive reasons why, instead of one, you will n
good notes. When you have prepared thoughtful
answers to the study questions and use them as
the basis for your comments, everybody in th
room will know you are well prepared, and your
contribution to the case discussion will stand out!

Preparing a Written Case Analysis

Preparing a written case analysis is much like prepar
ing a case for class discussion, except that your analy
sis must be more complete and put in report form.
infortunately, though, there is no ironclad procedur
for doing a written case analysis. All we can offer ar
some general guidelines and words of wisdom—this i
because company situations and management prot
lems are so diverse that no one mechanical way
ipproach a written case assignment always works.
Your instructor may assign you a specific topit
round which to prepare your writien report. Or,
liernatively, you may be asked to do a compreher
sive written case analysis, where the expectation i
hat you will (1) identify all the pertinent issues thal
management needs to address, (2) perform what
ver analysis and evaluation s appropriate, and (3;

ropose an action plan and set of recommendation:

scious effort o contribute, rather than just talk

addressing the issues you have identified. In going




