Instructions
****
Most companies make important investment decisions using a team approach. Your group here today represents the top management team of ACME (“Acquiring Companies Means Employment!”), Inc. Your company has been presented with the opportunity to acquire three smaller firms. ACME has $100 million to invest, which will allow the acquisition of only one of these firms. The Chairperson of the Board has appointed you to research the three acquisition targets and to recommend which one of them would be best for ACME.
There are a number of key factors that you should consider carefully in evaluating these companies. First, ACME prefers to acquire firms that will maximize wealth, over the long term. Which of these companies has the most promising future? Therefore you should consider the potential return on your investment. A second consideration is the likelihood of you actually getting that return, in the long run. That is, how precise is the projection and what is the probability that your actual return will be significantly different than the best estimate? Third, you should also consider the growth potential of each company’s market. You would prefer to invest in a company that competes in a growing market. A fourth consideration is the quality of the company’s management team. ACME takes a “hands-off” approach with its subsidiaries. Therefore, you prefer to invest in companies whose management team can achieve the profitability you desire. Finally, you should judge each company’s general strategy and business policies. Do they seem like policies that will lead the company to profitability in the future?
In order to help you evaluate these companies, your in-house financial analyst has researched each company. Further, you have retained the consulting services of Smith, Barney & Howe, a highly respected and successful investment consulting firm, also to analyze these three companies. The results appear in the reports contained in your information packets. You should review all of this information, and based upon it, come to a conclusion about which of these three companies would be the right acquisition for ACME.
The Chair of the Board wants each of you individually to submit your personal recommendation, whether or not it agrees with the team recommendation. After you have studied the material and recorded your personal recommendation, you will decide as a team which of the three companies ACME should acquire. You are to rank order the three companies from most to least desirable. There must be consensus agreement on the top ranked company.
	Industry:
	Industrial Electronics

	Products:
	Electronic manufacturing control devices

	Location:
	Metropol, California

	Size:
	$50 million in sales; 200 employees

	Age:
	Established 5 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 15% annually over the next 10 years. Further, the analyst estimates that there is a 15 percent chance that ACME will have a zero return. The Smith, Barney & Howe consultants concur with the conclusions of your in-house analyst. Both analyses agree that there is a near certain probability that ACME will suffer a loss during the first year, and that you would not achieve any return until after that time. This company’s growth in sales has been halting, hovering around 5% annually from the beginning.
II. Strategic
Whiz-Bang Electronics is young, and was founded by a group whose management experience was limited. The inexperience of the management team led to some early mistakes in marketing and distribution such that customer awareness of the products is low, and so are perceptions of service. Furthermore, the pricing structure is not suitable for their target customers. As a result the company has been a market laggard, averaging only a 6% market share. The company leadership has been trying to address these issues head-on.
III. Labor
 (
ACME Inc.: Group Decision-Making for Investments
)
 (
Compan
y A
“Whiz-Bang Electronics”
)
Whiz-Bang Electronics has very high labor costs. It spends a lot of money on employee development, such as providing on-site fitness facilities. Their recruiting processes are drawn-out. These expenditures represent a very large chunk of the company’s operating budget.
Company B
“Power Energy”
	Industry:
	Energy

	Products:
	Power for heavy manufacturing

	Location:
	Bigtown, Texas

	Size:
	$50.5 million in sales; 225 employees

	Age:
	Established 25 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 25% annually over the next 10 years. This analyst believes the chances of you actually getting this return is 70 percent. Further, the analyst estimates that there is a 15 percent chance that ACME will double this return (thereby providing a 50% return). The Smith, Barney & Howe consultants estimated a lower rate of return than did your internal analyst, and they believed there would be a 30 percent chance of doubling their estimated return. Power Energy historically has experienced growth in sales averaging 10% annually. It experienced record growth of 15% five years ago. Last year’s growth was 8%.
II. Strategic
Power Energy has been the market leader for over two decades. It dominates the market with 30% share. The company enjoys strong name recognition among the public. The current management team is responsible for moving this company to the top of its market.
The company has been involved in the risky field of off-shore oil drilling and exploration, and has made significant profits. A recent problem, however, resulted in the company receiving a fine and being responsible for some clean-up costs.
III. Labor

Power Energy’s labor force consists primarily of semi-skilled workers and engineers. The company has had the reputation of offering job security and generous compensation and benefit packages.
	Industry:
	Industrial Products

	Products:
	Tool & Die for heavy manufacturing

	Location:
	Midville, Indiana

	Size:
	$50.2 million in sales; 175 employees

	Age:
	Established 17 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 8% annually over the next 10 years. This analyst believes the chance of you actually getting this return is 60 percent. Further, the analyst estimates that there is a 20 percent chance either way that ACME will double this return (thereby providing a 16% return) or will have a zero return. The analysis indicates further that there is a near certain probability that you will suffer a loss during the first year, and that you would not achieve any return until after that time. The Smith, Barney & Howe consultants agree with your analyst’s conclusions. Growth in sales has been averaging around 6% annually.
II. Strategic
Quality Tool & Die is in a mature industry with very little change forecasted for the foreseeable future. They have managed to maintain their 12% market share in an environment which is expected to remain in a competitive equilibrium in the near future. Their management team is solid and respectable. They have not been known to make any major mistakes, nor have they contributed major innovations to their industry.
III. Labor
 (
Company C
“Quality Tool & Die”
)
Their labor force is unionized, composed mostly of unskilled workers employed in assembly line jobs who receive their training on-the-job. The company has managed to keep the relationship with the unions relatively trouble-free, but the newly elected union leadership is known to have an aggressive and confrontational attitude toward management. The company’s labor turnover has been low.
Instructions
******
Most companies make important investment decisions using a team approach. Your group here today represents the top management team of ACME (“Acquiring Companies Means Employment!”), Inc. Your company has been presented with the opportunity to acquire three smaller firms. ACME has $100 million to invest, which will allow the acquisition of only one of these firms. The Chairperson of the Board has appointed you to research the three acquisition targets and to recommend which one of them would be best for ACME.
There are a number of key factors that you should consider carefully in evaluating these companies. First, ACME prefers to acquire firms that will maximize wealth, over the long term. Which of these companies has the most promising future? Therefore you should consider the potential return on your investment. A second consideration is the likelihood of you actually getting that return, in the long run. That is, how precise is the projection and what is the probability that your actual return will be significantly different than the best estimate? Third, you should also consider the growth potential of each company’s market. You would prefer to invest in a company that competes in a growing market. A fourth consideration is the quality of the company’s management team. ACME takes a “hands-off” approach with its subsidiaries. Therefore, you prefer to invest in companies whose management team can achieve the profitability you desire. Finally, you should judge each company’s general strategy and business policies. Do they seem like policies that will lead the company to profitability in the future?
In order to help you evaluate these companies, your in-house financial analyst has researched each company. Further, you have retained the consulting services of Smith, Barney & Howe, a highly respected and successful investment consulting firm, also to analyze these three companies. The results appear in the reports contained in your information packets. You should review all of this information, and based upon it, come to a conclusion about which of these three companies would be the right acquisition for ACME.
The Chair of the Board wants each of you individually to submit your personal recommendation, whether or not it agrees with the team recommendation. After you have studied the material and recorded your personal recommendation, you will decide as a team which of the three companies ACME should acquire. You are to rank order the three companies from most to least desirable. There must be consensus agreement on the top ranked company.
	Industry:
	Industrial Electronics

	Products:
	Electronic manufacturing control devices

	Location:
	Metropol, California

	Size:
	$50 million in sales; 200 employees

	Age:
	Established 5 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 15% annually over the next 10 years. Further, the analyst estimates that there is a 15 percent chance that ACME will have a zero return. The Smith, Barney & Howe consultants concur with the conclusions of your in-house analyst. Both analyses agree that there is a near certain probability that ACME will suffer a loss during the first year, and that you would not achieve any return until after that time. This company’s growth in sales has been halting, hovering around 5% annually from the beginning.
II. Strategic
Whiz-Bang Electronics is young, and was founded by a group whose management experience was limited. The inexperience of the management team led to some early mistakes in marketing and distribution such that customer awareness of the products is low, and so are perceptions of service. Furthermore, the pricing structure is not suitable for their target customers. As a result the company has been a market laggard, averaging only a 6% market share. The company leadership has been addressing these issues head- on.
III. Labor
 (
ACME Inc.: Group Decision-Making for Investments
)
 (
Company A
“Whiz-Bang Electronics”
)
Whiz-Bang Electronics has very high labor costs. It spends a lot of money on employee development, such as providing on-site fitness facilities. The company’s recruiting processes are drawn-out, and these expenditures represent a very large chunk of the company’s operating budget.
Company B
“Power Energy”
	Industry:
	Energy

	Products:
	Power for heavy manufacturing

	Location:
	Bigtown, Texas

	Size:
	$50.5 million in sales; 225 employees

	Age:
	Established 25 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 25% annually over the next 10 years. This analyst believes the chances of you actually getting this return is 70 percent. Further, the analyst estimates that there is a 15 percent chance that ACME will double this return (thereby providing a 50% return). The Smith, Barney & Howe consultants estimated a lower rate of return than did your internal analyst, and they believed there would be a 30 percent chance of doubling their estimated return. Power Energy historically has experienced growth in sales averaging 10% annually. It experienced record growth of 15% five years ago. The best estimates indicate flat growth in the overall market over the near future.
II. Strategic
Power Energy has been the market leader for over two decades. It dominates the market with 30% share. The company enjoys strong name recognition among the public. The current management team is responsible for moving this company to the top of its market.
The company has been involved in off-shore oil drilling and exploration, and has made significant profits. One concern is that a number of foreign companies, whose off-shore explorations are subsidized by their governments, are poised to enter Power Energy’s market.
III. Labor

Power Energy’s labor force consists primarily of semi-skilled workers and engineers. The company has had the reputation of offering job security and generous compensation and benefit packages.
	Industry:
	Industrial Products

	Products:
	Tool & Die for heavy manufacturing

	Location:
	Midville, Indiana

	Size:
	$50.2 million in sales; 175 employees

	Age:
	Established 17 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 8% annually over the next 10 years. This analyst believes the chance of you actually getting this return is 60 percent. Further, the analyst estimates that there is a 20 percent chance either way that ACME will double this return (thereby providing a 16% return) or will have a zero return. The analysis indicates further that there is a near certain probability that you will suffer a loss during the first year, and that you would not achieve any return until after that time. The Smith, Barney & Howe consults agree with your analyst’s conclusions. Growth in sales has been averaging around 6% annually.
II. Strategic
Quality Tool & Die is in a mature industry with very little change forecasted for the foreseeable future. They have managed to maintain their 12% market share in an environment which is expected to remain in a competitive equilibrium in the near future. Their management team is solid and respectable. They have not been known to make any major mistakes, nor have they contributed major innovations to their industry.
III. Labor
 (
Company C
“Quality Tool & Die”
)
Their labor force is unionized, composed mostly of unskilled workers employed in assembly line jobs who receive their training on-the-job. The company has managed to keep the relationship with the unions relatively trouble-free, but a the newly elected union leadership is known to have an aggressive and confrontational attitude toward management. The company’s labor turnover has been low.
Instructions
********
Most companies make important investment decisions using a team approach. Your group here today represents the top management team of ACME (“Acquiring Companies Means Employment!”), Inc. Your company has been presented with the opportunity to acquire three smaller firms. ACME has $100 million to invest, which will allow the acquisition of only one of these firms. The Chairperson of the Board has appointed you to research the three acquisition targets and to recommend which one of them would be best for ACME.
There are a number of key factors that you should consider carefully in evaluating these companies. First, ACME prefers to acquire firms that will maximize wealth, over the long term. Which of these companies has the most promising future? Therefore you should consider the potential return on your investment. A second consideration is the likelihood of you actually getting that return, in the long run. That is, how precise is the projection and what is the probability that your actual return will be significantly different than the best estimate? Third, you should also consider the growth potential of each company’s market. You would prefer to invest in a company that competes in a growing market. A fourth consideration is the quality of the company’s management team. ACME takes a “hands-off” approach with its subsidiaries. Therefore, you prefer to invest in companies whose management team can achieve the profitability you desire. Finally, you should judge each company’s general strategy and business policies. Do they seem like policies that will lead the company to profitability in the future?
In order to help you evaluate these companies, your in-house financial analyst has researched each company. Further, you have retained the consulting services of Smith, Barney & Howe, a highly respected and successful investment consulting firm, also to analyze these three companies. The results appear in the reports contained in your information packets. You should review all of this information, and based upon it, come to a conclusion about which of these three companies would be the right acquisition for ACME.
The Chair of the Board wants each of you individually to submit your personal recommendation, whether or not it agrees with the team recommendation. After you have studied the material and recorded your personal recommendation, you will decide as a team which of the three companies ACME should acquire. You are to rank order the three companies from most to least desirable. There must be consensus agreement on the top ranked company.
	Industry:
	Industrial Electronics

	Products:
	Electronic manufacturing control devices

	Location:
	Metropol, California

	Size:
	$50 million in sales; 200 employees

	Age:
	Established 5 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 15% annually over the next 10 years. Further, the analyst estimates that there is a 15 percent chance that ACME will have a zero return. The Smith, Barney & Howe consultants concur with the conclusions of your in-house analyst. Both analyses agree that there is a near certain probability that ACME will suffer a loss during the first year, and that you would not achieve any return until after that time. This company’s growth in sales has been halting, hovering around 5% annually from the beginning.
II. Strategic
Whiz-Bang Electronics is young, and was founded by a group whose management experience was limited. The inexperience of the management team led to some early mistakes in marketing and distribution such that customer awareness of the products is low, and so are perceptions of service. Furthermore, the pricing structure not suitable for their target customers. As a result the company has been a market laggard, averaging only a 6% market share. The company leadership has been addressing these issues head- on.
III. Labor
 (
ACME Inc.: Group Decision-Making for Investments
)
 (
Company A
“Whiz-Bang Electronics”
)
Whiz-Bang Electronics has very high labor costs. It spends a lot of money on employee development, such as on-site fitness facilities. The company’s recruiting processes are drawn-out, and these expenditures represent a very large chunk of the company’s operating budget.
Company B
“Power Energy”
	Industry:
	Energy

	Products:
	Power for heavy manufacturing

	Location:
	Bigtown, Texas

	Size:
	$50.5 million in sales; 225 employees

	Age:
	Established 25 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 25% annually over the next 10 years. This analyst believes the chances of you actually getting this return is 70 percent. Further, the analyst estimates that there is a 15 percent chance either way that ACME will double this return (thereby providing a 50% return) or will have a zero return. The Smith, Barney & Howe consultants estimated a lower rate of return than did your internal analyst, and they believed there would be a 30 percent chance of doubling their estimated return. Power Energy historically has experienced growth in sales averaging 10% annually. It experienced record growth of 15% five years ago.
II. Strategic
Power Energy has been the market leader for over two decades. It dominates the market with 30% share. The company enjoys strong name recognition among the public. The current management team is responsible for moving this company to the top of its market 15-20 years ago. Growing concern for the environment, especially related to energy consumption, have started to mandate changes in the way that energy companies deliver product to their customers. The company has made significant profits in off-shore oil drilling and exploration, despite recent problems.
III. Labor

Power Energy’s labor force consists primarily of semi-skilled workers and engineers. The company has had the reputation of offering job security and generous compensation and benefit packages.
	Industry:
	Industrial Products

	Products:
	Tool & Die for heavy manufacturing

	Location:
	Midville, Indiana

	Size:
	$50.2 million in sales; 175 employees

	Age:
	Established 17 years ago



I. Financial
Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 8% annually over the next 10 years. This analyst believes the chance of you actually getting this return is 60 percent. Further, the analyst estimates that there is a 20 percent chance either way that ACME will double this return (thereby providing a 16% return) or will have a zero return. The analysis indicates further that there is a near certain probability that you will suffer a loss during the first year, and that you would not achieve any return until after that time. The Smith, Barney & Howe consults agree with your analyst’s conclusions. Growth in sales has been averaging around 6% annually.
II. Strategic
Quality Tool & Die is in a mature industry with very little change forecasted for the foreseeable future. They have managed to maintain their 12% market share in an environment which is expected to remain in a competitive equilibrium in the near future. Their management team is solid and respectable. They have not been known to make any major mistakes, nor have they contributed major innovations to their industry.
III. Labor
 (
Company C
“Qual
ity Tool & Die”
)
Their labor force is unionized, composed mostly of unskilled workers employed in assembly line jobs who receive their training on-the-job. The company has managed to keep the relationship with the unions relatively trouble-free, but a the newly elected union leadership is known to have an aggressive and confrontational attitude toward management. The company’s labor turnover has been low.
Instructions
~~~
Most companies make important investment decisions using a team approach. Your group here today represents the top management team of ACME (“Acquiring Companies Means Employment!”), Inc. Your company has been presented with the opportunity to acquire three smaller firms. ACME has $100 million to invest, which will allow the acquisition of only one of these firms. The Chairperson of the Board has appointed you to research the three acquisition targets and to recommend which one of them would be best for ACME.
There are a number of key factors that you should consider carefully in evaluating these companies. First, ACME prefers to acquire firms that will maximize wealth, over the long term. Which of these companies has the most promising future? Therefore you should consider the potential return on your investment. A second consideration is the likelihood of you actually getting that return, in the long run. That is, how precise is the projection and what is the probability that your actual return will be significantly different than the best estimate? Third, you should also consider the growth potential of each company’s market. You would prefer to invest in a company that competes in a growing market. A fourth consideration is the quality of the company’s management team. ACME takes a “hands-off” approach with its subsidiaries. Therefore, you prefer to invest in companies whose management team can achieve the profitability you desire. Finally, you should judge each company’s general strategy and business policies. Do they seem like policies that will lead the company to profitability in the future?
In order to help you evaluate these companies, your in-house financial analyst has researched each company. Further, you have retained the consulting services of Smith, Barney & Howe, a highly respected and successful investment consulting firm, also to analyze these three companies. The results appear in the reports contained in your information packets. You should review all of this information, and based upon it, come to a conclusion about which of these three companies would be the right acquisition for ACME.
The Chair of the Board wants each of you individually to submit your personal recommendation, whether or not it agrees with the team recommendation. After you have studied the material and recorded your personal recommendation, you will decide as a team which of the three companies ACME should acquire. You are to rank order the three companies from most to least desirable. There must be consensus agreement on the top ranked company.
	Industry:
	Industrial Electronics

	Products:
	Electronic manufacturing control devices

	Location:
	Metropol, California

	Size:
	$50 million in sales; 200 employees

	Age:
	Established 5 years ago


I. Financial

Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 15% annually over the next 10 years. This analyst believes the chances of you actually getting this return is 70 percent. Further, the analyst estimates that there is a 15 percent chance that ACME will either double this return (thereby providing a 30% return) or will have a zero return. The Smith, Barney & Howe consultants concur with the conclusions of your in-house analyst. In fact, SBH believes that there is an 80 percent chance of your obtaining the projected return. Both your internal financial analyst and the SBH consultants agree, however, that there is a near certain probability that ACME will suffer a loss during the first year, and that you would not achieve any return until after that time. This company’s growth in sales has been positive, hovering around 5% annually from the beginning, but early projections indicate an increase to 8% for the next fiscal year. Further, this market is expected to grow in the foreseeable future.
II. Strategic
Whiz-Bang Electronics is young, and was founded by a group of bright and talented entrepreneurs whose management experience was limited, at the start. The company has an innovative and promising product line. The inexperience of the management team led to some early mistakes in marketing and distribution such that customer awareness of the products is low. As a result the company has only a 6% market share and low customer perceptions of service. Furthermore, Whiz-Bang Electronics’ pricing structure is not suitable for its target customers. The company leadership team has been actively developing their professional managerial skills through workshops and close work with experienced consultants. Industry watchers have noted that this group seems to be making more effective decisions, which are probably responsible for the recent sales growth.
III. Labor
 (
ACME Inc.: Group Decision-Making for Investments
)
 (
Company A
“Whiz-Bang Electronics”
)
Whiz-Bang Electronics has very high labor costs. It spends a lot of money on employee development. They offer training in a variety of business-related skills ranging from communication to accounting principles. The company’s recruiting processes are drawn-

out, but very thorough and careful. Recruiting expenses represent a very large chunk of the company’s operating budget. They provide fitness facilities and on-site child care for all employees.
Company B
“Power Energy”
	Industry:
	Energy

	Products:
	Power for heavy manufacturing

	Location:
	Bigtown, Texas

	Size:
	$50.5 million in sales; 225 employees

	Age:
	Established 25 years ago



I. Financial
Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 25% annually over the next 10 years. This analyst believes the chances of you actually getting this return is 70 percent. Further, the analyst estimates that there is a 15 percent chance that ACME will either double this return (thereby providing a 50% return) or have a zero return. The Smith, Barney & Howe consultants disagree with the conclusions of your in-house analyst, however. They believe that the rate of return will be lower. In fact, SBH estimates the rate of return will only be 5%, and that the chance of you getting that return will be 40 percent. Further, SBH expects a 30% chance either way that the return could double (thereby providing a 10% return) or that it could be zero. Power Energy historically has experienced growth in sales averaging 10% annually. It experienced record growth of 15% five years ago. The growth figures since then have been 12%, 10%, 9.3%, and 8%. The best estimates indicate flat growth in the overall market over the near future.
II. Strategic
Power Energy has a 30% share of the market. The company also enjoys strong name recognition among the public. The current management team is responsible for moving this company to the top of its market, 20 years ago. Their management style has evolved to a “maintenance” strategy, and some in the industry view them as being out of touch with current trends in their markets. Growing concern for the environment, especially related to energy consumption, have started to mandate changes in the way that energy companies deliver product to their customers. Companies able to offer innovations that reduce negative environmental impact will almost certainly merge to the market forefront soon.
The company has been involved in off-shore oil drilling and exploration, and has made significant profits. A recent fine and responsibility for some clean-up costs, however has resulted in a 6% reduction in bottom line profits over the next 2 years. One concern is that a number of foreign companies, whose off-shore explorations are subsidized by their governments, are poised to enter Power Energy’s market.
III. Labor
Power Energy’s labor force consists primarily of semi-skilled workers and engineers who think of this company as offering them lifetime employment. The company is also known for its generous compensation and benefits packages.
	Industry:
	Industrial Products

	Products:
	Tool & Die for heavy manufacturing

	Location:
	Midville, Indiana

	Size:
	$50.2 million in sales; 175 employees

	Age:
	Established 17 years ago



I. Financial
Your internal financial analyst estimates that the internal rate of return (i.e., the return on your investment) will be 8% annually over the next 10 years. This analyst believes the chance of you actually getting this return is 60 percent. Further, the analyst estimates that there is a 20 percent chance either way that ACME will double this return (thereby providing a 16% return) or will have a zero return. The analysis indicates further that there is a near certain probability that you will suffer a loss during the first year, and that you would not achieve any return until after that time. The Smith, Barney & Howe consultants agree with your analyst’s conclusions. Growth in sales has been averaging around 6% annually.
II. Strategic
Quality Tool & Die is in a mature industry with very little change forecasted for the foreseeable future. They have managed to maintain their 12% market share in an environment which is expected to remain in a competitive equilibrium in the near future. Their management team is solid and respectable. They have not been known to make any major mistakes, nor have they contributed major innovations to their industry.
III. Labor
 (
Company C
“Quality Tool & Die”
)
Their labor force is unionized, composed mostly of unskilled workers employed in assembly line jobs who receive their training on-the-job. The company has managed to keep the relationship with the unions relatively trouble-free, but a the newly elected union leadership is known to have an aggressive and confrontational attitude toward management. The company’s labor turnover has been low.
ACME Investments Task
Information Checklist
Your Name	 Date	 Transcript#	
Use this form to identify the specific pieces of information brought up during discussion of the ACME Investments task. Please fill in the blank with the transcript line number(s) where the information appears. At the same time, mark the corresponding information code onto the transcript.
There are three sets of forms -- one for each of the three companies. Within the forms for Companies A and B, the information is grouped according to whether it is shared or unique; shared information appears first, partially shared information second, unique information third. The information about Company C was all shared.
If a comment from the discussion transcript refers to more than one company, the relevant piece of information should be marked for all the companies mentioned (for example, if someone compares the rate of return between companies, that piece of information about rate of return should be checked off for each company mentioned). Further, you will find that several pieces of information are sometimes mentioned within the same comment. When this happens, each piece of information should be counted separately.

If you find that a particular comment does not fit easily into a category, do not try to force it. Please make a note of the difficulty, and move on.
Line number(s)	Background Information (all shared)
	 1. In electronics industry/manufactures electronic controls
	 2. Located in Metropol, California
	 3. Size is $50 million in sales; 200 employees
	 4. Established 5 years ago
Completely Shared Information
	 5. Internal analyst expects 15% IRR
	 6. SBH concurs with internal analyst conclusions
	 7. Company is young/mgmt has limited experience
	 8. Sales growth hovering around 5%
	 9. Early mistakes in marketing and distribution
	 10. Low customer awareness of product
	 11. Company had 6% market share
	 12. Company has high labor costs/spends a lot on employee development
	 13. Company has drawn-out recruiting processes
	 14. Company provides fitness facilities
Partially Shared Information (B1-B3)
	 15. Internal analyst expects 15 percent chance of 30% IRR (i.e., double estimated return)
	 16. Near certain probability of first year loss.
	 17. Halting sales growth
	 18. Low customer perceptions of service
Company A (cont.)
 (
Company A -- “Whiz Bang Electronics”
)
19. Pricing structure may not be suitable
20. Company has been market laggard
21. Company leadership addressing problems head on
22. Employee expenditures take a large chunk of company budget
Unique Information (minority only)
23. Internal analyst expects 70 percent chance of 15% IRR
24. Internal analyst expects fifteen percent chance of 0 IRR “
25. SBH expects 80 percent chance of 15% IRR
26. Early projection indicate 8% increase in sales growth for next year (i.e., positive sales growth)
27. Market expected to grow in near future
28. Founded by bright & talented entrepreneurs
29. Innovative and promising product line
30. Management team actively developing professional managerial skills (i.e., participating in workshops and working with consultants)
31. Industry watchers note the group is making more effective decisions/ more effective decisions probably responsible for recent sales increase
32. Company offers employees training in business-related skills
33. Company as thorough and careful recruiting process

34. Company provides on-site child care
Company B -- “Power Energy”
 (
Line number(s)
)Background Information (all shared)
1. In energy industry/provides power for heavy manufacturing
2. Located in Bigtown, Texas
3. Size is $50.5 million in sales; 225 employees
4. Established 25 years ago
Completely Shared Information
5. Internal analyst estimates 25% IRR
6. Company historically has 10% sales growth/record growth of 15% five years ago
7. Company involved in off-shore drilling and exploration
8. Company has 30% market share
9. Management team moved company to top of market
10. Semi-skilled labor force
Partially Shared Information (B1-B3)
11. Internal analyst estimates 70 percent chance of return 25% IRR
12. Internal analyst estimates fifteen percent chance of 50% IRR
13. Company has made significant profits in off-shore drilling
14. Company dominates market/ leader for 2 decades
15. Company has strong name recognition
16. Management team’s reputation well respected
17. SBH expects 30 percent chance of getting 10% IRR
(i.e., double estimated return)
 (
Company B 
(cont.)
)


18. Reputation for job security
19. Generous compensation benefits
Unique Information (B1-B3)
	 20. Last year’s growth was 8% (B1)
	 21. Off-shore drilling and exploration are risky (B1)
	 22. Company’s recent problem has resulted in fines & clean-up costs. (B1)
	 23. Estimates indicate flat growth in the market (B2)
	 24. Foreign competition poised to enter market (B2)
	 25. Foreign competitors have government subsidy (B2)
	 26. Company has had recent problem (B3)
	 27. Management team moved company to top of market 15-20 years ago. (B3)
	 28. Growing concern for environment mandating changes in
energy companies (B3)
	 29. Internal analyst estimates fifteen percent chance of 0 IRR (B3)
Unique Information (A)
	 30. SBH disagrees with the internal analyst
	 31. SBH estimates a 5% IRR
	 32. SBH estimates 40 percent chance of 5% IRR
	 33. SBH expects 30 percent chance of getting 0 IRR.
	 34. Growth figures for last few years have been 12%, 10%, 9%, 3% (i.e., declining sales growth)
	 35. Fine & clean-up costs result in 6% reduction in bottom line profits
Company B (cont.)
	 36. Management team style has evolved to “maintenance” strategy/ some view management team as out of touch
	 37. Companies with reduced negative environment impact
will emerge as leaders
38. Employees see company as offering lifetime employment
Company C -- “Quality Tool & Die”
 (
Line number(s)
)All Information is Shared
1. Makes tool & die for heavy manufacturing
2. Located in Midville, Indiana
3. Size is $50.2 million in sales; 175 employees
4. Established 17 years ago
5. Internal analyst estimates 8% IRR
6. Internal analyst estimates 60 percent chance of getting 8% IRR
7. Internal analyst estimates 20 percent chance of getting 16 % IRR (i.e., double estimated return)
8. Internal analyst estimates 20 percent chance of getting 0 IRR
9. SBH agrees with conclusions of internal analyst.
10. Near certain probability of first year loss
11. Sales growth of 6%
12. Company in mature industry
13. Little industry change forecasted
14. 12% market share
15. Market in equilibrium
16. Solid and respectable management team
17. Management team made no major mistakes
18. Management team made no major innovations
19. Unionized labor force/ new union leadership aggressive & confrontational
20. Unskilled assembly line workers
21. Trouble-free relationships with unions
22. On-the-job training
23. Low turnover/ good labor supply
