COURSE NUMBER:
GSM 505





TERM/YEAR:  

Fall 2008 
COURSE TITLE:

ACCOUNTING FOR MANAGERS
INSTRUCTOR:

Ken Smith, PhD, CPA




Office:  
Room 209




Office Phone:
503-375-5302




E-mail:

smithk@willamette.edu
TIME/PLACE: Tuesday & Thursday 8:00-9:30 am /room 201
OFFICE HOURS:  Tuesday & Thursday 2-3:00 pm and by appointment.
TEXTS: 

1. Easton, Halsy, McAnally, and Hartgraves. Financial & Managerial Accounting for MBAs. First edition (2008), Cambridge Business Publishers.   (Available at the Bookstore)
2. Reading Packet (Available from UniversityReaders.com   1-800-200-3908)
DESCRIPTION: 
The purpose of this course is to provide managers the fundamental tools and techniques they need from the discipline of accounting.  Accounting is often referred to as the “Language of Business”, though we will show that accounting (along with budgeting) is also a language of governmental and non-profit organizations.  As such, this course provides multiple opportunities to read, listen, write and speak in this language as much as possible.  While we will spend some time performing calculations and preparing reports, our main focus is how accounting information is USED BY MANAGERS.  We regularly consider the following two questions:  1) What accounting information is useful for decision-making?  2) What is the impact of decisions on subsequent accounting reports?
This course introduces students to the traditional tools and techniques of accounting that are used by managers including:  financial statements, transaction analysis, GAAP “basis” vs. cash flow “basis”, internal controls, break-even analysis, budgeting, and variance analysis.  We introduce the elements of a record-keeping system (journals, ledgers, etc) as well as “debits and credits”.  However, in-depth usage of these systems is saved for advanced study in other courses like GSM 605 – Financial Reporting.
In recent years, the boundaries of accounting have become less clear.  Accounting was traditionally limited to financial numbers related to past or historical transactions and applied to the topics in the second paragraph.  In addition to learning about these traditional views and tools, we examine three recent ideas:  a) Balanced Scorecard, b) Activity-Based Costing, and c) Empowerment Controls. 

In addition to traditional methods of learning accounting such as reading texts, listening to lectures, doing homework problems, and preparing/analyzing spreadsheets, we also use full-length case studies.  Cases are rich descriptions of real organizations that face some type of decision where the course materials may be applied.  The cases provide many opportunities for students to practice their tools and communicate their understanding.  Students prepare a brief written analysis of each case prior to class and actively participate in a class discussion of their ideas.  Students are encouraged to challenge the ideas of others, defend their own ideas based upon evidence and revise their decisions as needed.  The use of multiple learning activities helps students to internalize, rather than just memorize, the key concepts.
During discussions, we make a distinction between quantitative ANSWERS that are obtained from applying a formula and the complex DECISIONS under conditions of uncertainty that managers must make, often in contrast to the answer.  We also make a distinction between managerial responses that appear to be REASONABLE versus those that appear to be NOT REASONABLE – a different frame of reference than RIGHT versus WRONG.
COURSE OBJECTIVES:
Upon successful completion of the course, students will be able to do two things:

1) Read and analyze financial statements.

2) Use accounting information for management purposes.

Consistent with these objectives, the course is broken into two sections: Financial Accounting and Managerial Accounting.  Specific learning objectives and assignments are listed in Appendix A.
CLASS FORMAT:
· The course will be taught via interactive lectures, case discussions, spreadsheet projects and homework problems.  Lectures WILL NOT completely or exactly replicate the material and/or its presentation in the texts and readings. 
· Students are expected to attend and participate in all class meetings.  
· During the class period, students will sometimes need to use their laptops.  However, laptops are ONLY for class related activities and we will use “Lap-Down” modes as needed. 
· It takes most students several “trips” through the material (reading, discussing, listening to lecture, doing problems, asking questions) before they understand it.  Study groups are ENCOURAGED!
GRADING POLICY:  

The final grade will be determined based on four elements. 

Mid-Term Exams (2 @ 150 ea)



  30%    (  300 points)

Spreadsheets (Preparation and Presentation - 2 @ 150 ea)
  30%    (  300 points)
Case Journal 






  10%    (  100 points)


Final Exam (1 @ 300)





  30%    (  300 points)






 

100%    (1,000 points)
LETTER GRADE:

Grades for assignments will be posted promptly to the course website.  Any concerns or dispute regarding a grade should be made in writing (preferably e-mail) within one week of the grade being posted.  The following scale will be used as the minimum standard in the assignment of the final letter grade:

A

950-1,000   points
A-

900-949.99 points



B+

850-899.99 points
B

800-849.99 points
B-

750-799.99 points
C

650-749.99 points
F

Below 650 points
MID-TERM EXAMS:  There will be two mid-term exams, Mid-Term #1 is September 30 (chapters 1-6, 8) and Mid-Term #2 is October 28 (chapters 9-10 & 13-16).  Each mid-term will be worth 150 points.  The exams will cover topics from the text, lectures, outside readings and the cases.  Question format will include multiple choice, short answer/essay and problems.  Practice questions will be provided in advance.  Each exam will focus on the UNIQUE portion of material since the prior exam.  However, since many of the concepts build upon earlier class meetings, the exams will inevitably have a cumulative element. The exams will be CLOSED BOOK, though students will be allowed to bring one page (8 ½ by 11 inches) of hand-written notes (using both front and back).  The instructor will provide calculators.  
CASE STUDIES:  Analyzing cases has become one of the hallmarks of successful MBA programs.  Cases are rich with details that approximate the complex and uncertain settings often faced by managers.  Students will analyze and discuss six cases during the semester following the guidance in Appendix B.  Students will also prepare written analysis of “Kansas City Zephyrs” as a portion of their final exam.  
While there are many benefits from case analysis, two merit special attention.  First, cases force students to consider multiple viewpoints and “argue” for the strengths and weaknesses of each viewpoint. This may be a new approach – and students are encouraged to open their minds and hearts to the attitude of “Ethical Argumentation” as will be presented in a slide show developed by our esteemed Professor Fred Thompson.  Second, students are required to reduce their broad examination of the case into an extremely small amount of written space.  The ability to convey a large amount of information in a brief amount of space is tremendously prized in all organizations.

To facilitate the learning process, students will prepare their first two case analyses in groups of three.  Each group will face a long list of issues/decisions as they work through the case.  A group of three is a great size since each issue/decision will have either unanimity (3 out of 3), a super-majority (2 out of 3), or chaos (3 unique views).  The use of a group often seems to take more time (a misperception?) but the end quality is typically higher.  Students are discouraged from separating the analysis into sections with students working independently – the value is from taking the entire journey together.

CASE JOURNAL:  Students will prepare a brief summary of their preparation and analysis of the first six discussion cases.  This case journal is intended to illustrate the effort that students put in, as well as the major issues they considered in their preparation.  The journal should begin with an executive summary of less than one page.  Following the summary should be six sections, one for each of the following cases:
Week 2 (Sep. 2/4)
 
  KnowledgeNet

Week 4 (Sep. 16/18)

  Stamford

Week 6 (Sep. 30/Oct. 2)
  Pensions at Ford & Toyota

Week 8 (Oct. 13/14)

  IKEW Case (not discussed in class)
Week 10 (Oct. 29/31)

  Bill French

Week 12 (Nov. 11/13)

  WorldCom
The journal will be saved as a single PDF file and uploaded on November 18.  The journal is worth 100 points; up to 40 points will be awarded for the executive summary and up to 10 points each for the 6 cases.  The points for the executive summary will be based upon answering the following questions and supporting them with references to the rest of the journal.  

· What are general features about accounting tools that make them either highly useful within an organization or make them fail to provide more benefits than costs?

· What are a few significant insights you learned about organizations/industries?

· What challenges did you face in analyzing cases – how did you (or will you) overcome these challenges?

The 10 points for each case will be awarded as follows (examples provided in class):


10 – Excellent evidence of preparation – both numbers and qualitative issues


  8 – Reasonable evidence of preparation 

  6 – Limited evidence of preparation


  0 – No evidence of preparation 


SPREADSHEET PROJECTS:  Perhaps the most used software in accounting applications is an electronic spreadsheet, such as Microsoft Excel.  Spreadsheets are extremely powerful in that they contain large amounts of data that can be summarized or displayed in many user-friendly formats.  Creating (aka programming) a well-designed spreadsheet is often as much art as science.  Since our students generally enter with wide variations in their spreadsheet knowledge and skill, the goal of these projects are for improvement.  By the end of the term, every student is expected to create user-friendly spreadsheets that can be used by managers to support decisions.  Students that begin with more advanced knowledge are expected to learn new skills as well as mentor their less-experienced classmates.

Students will complete two spreadsheets.  The first one will analyze financial statements for a company, government or non-profit entity (due October 9) and will be completed individually.  The second will apply one of the managerial accounting topics (due November 25) and will be completed in a group of 2 or 3.  In addition to preparing the spreadsheet, students will present their spreadsheets in various formats.  
The presentations are extremely important.  It is difficult to quickly and clearly highlight the central issues that result from a detailed spreadsheet analysis.  Also, spreadsheets should allow users to easily perform “what if” analysis – by thoughtfully designing the spreadsheet so that key assumptions can be changed and the important results are automatically updated.  A quality presentation illustrates the “what if” capabilities by making changes to the spreadsheet during the presentation and by making changes proposed by the audience during the time for questions and answers.  See Appendix C for details on grading.
FINAL EXAM:  The final exam is worth 300 points and will be completed on December 12.  It will consist of two parts.  The first part is essentially a Mid-Term Exam on chapters 17 & 19-23 and is worth 150 points like the other two exams.  The second part consists of questions and problems (including calculations) related to the “Kansas City Zephyrs” case.
PaCE REFLECTION:  There are no graded items in this class related to your PaCE projects.  However, the tools and techniques in this course should be vital to your success in both the non-profit and business plan aspects of PaCE.  Students are encouraged to ask questions in class and during office hours related to how the course content assists them with PaCE as well as how it applies to prior work experiences.  We will use these reflections to increase appropriate applications to future managerial situations.
CONTINUOUS IMPROVEMENT POLICY: The instructor strongly believes in improving the quality of teaching/course during the semester according to the students’ needs.  Any suggestions/complaints/input are welcomed.  If students prefer to provide anonymous input, please give written/typed suggestions to Mary Stout (2nd floor – email is “mstout@willamette.edu” or can send via campus mail).

ACADEMIC HONESTY:  Students are expected to abide with the policies in the AGSM Handbook.
STUDENT WITH DISABILITIES: Students requesting accommodations for a disability must be registered and certified through the Willamette University Disability Services Office.  Students seeking accommodations must contact the Disabilities Services Office at 503-370-6471, Bishop Health Center http://www.willamette.edu/dept/disability.  Atkinson students already approved for testing accommodations must notify Janet Jobes, Atkinson Recorder, at least two weeks prior to all scheduled tests for which they need accommodation.
ATKINSON EXPECTATION OF CONDUCT:  Listed below in italics is the Expectation of Conduct that was adopted shortly before I joined the faculty.  This expression was instrumental in my decision to come to Willamette as I wholeheartedly believe a learning community must express its views for success.  Please carefully note that the expectation is not one of perfection in execution, but a commitment of responsibility to one another that seeks to assist all of us in excelling.

We are a community of learners.  Our professional commitment is to create an environment that advances the science and practice of managing organizations.  As individuals, we conduct ourselves with honor and integrity, treat everyone with respect, take responsibility for our actions, and fulfill our promises.

Examples of conduct consistent with this expectation include:

· Taking initiative

· Crafting solutions 

· Completing assignments according to an agreed schedule

· Offering constructive criticism and accepting it appreciatively

· Taking responsibility for our own learning and that of others

We expect someone who observes or learns about behavior inconsistent with our expectations of conduct to initiate corrective action by clarifying the situation and encouraging the responsible party to act appropriately.  In the case of a violation of School or University policies or the laws of relevant jurisdictions, notify the appropriate enforcement authorities.      Adopted, December 3, 2002

-----------------------------------APPENDIX A-----------------------------------------

CAVEAT:  This syllabus provides a general plan for the course.  Deviations may be necessary.  Changes will be communicated in class and at the web site.

SCHEDULE IN BRIEF

Week#  Dates             Chapters                   Deliverable                                       Case Discussion
1
Aug. 26/28
Ch 1 & Intro………Choose Org for Project #1
2
Sep. 2/4
Ch 2 & 3……………………………………………….. KnowledgeNet (A)
3
Sep. 9/11
Ch 4 & 5…………..Financial Statements in spreadsheet
4
Sep. 16/18
Ch 6 & 8…………………………………………….… Stamford 
5
Sep. 23/25
Ch 9……………….Ratios in spreadsheet 
6
Sep. 30/Oct2
Ch 10…………….. MID-TERM #1 (150 pts)……..… Pensions @Toyota
7
Oct. 7/9
Ch 13 & 14…….….Project #1 due (150 pts)
8
Oct. 16
Ch 15………….….…………………………………….IKEW case 

9
Oct. 21/23
Ch 16……………..Project #2 Proposal 
10
Oct. 28/30
Ch 17………..……MID-TERM #2 (150 pts)………....Bill French
11
Nov. 4/6
Ch 19…………..…Project #2 – version 1.0
12
Nov. 11/13
Ch 20 & 21……………………………………………..WorldCom Fraud
13
Nov. 18/20
Ch 22……….…….Case Journal (100 pts)
14
Nov. 25
Ch 23……………. Project #2 due (150 pts)
15
Dec. 2/4
………………………………………………………….Lehigh Steel
16
Friday, December 12
…… …….Final Exam (300 pts)……………..Kansas City Zephyrs
WEEK 1 (Aug. 26/28) – Introduction to Course & Financial Accounting
DELIVERABLE


Upload name of organization for Spreadsheet Project #1 – August 28

READING


Chapter 1 – Financial Accounting for MBAs
SUGGESTED HOMEWORK (*indicates priority for Mid-term #1)

Ch 1:  36*, 41, 42, 46, 47, 48, 49     
ACTIVITY/DISCUSSION


What “should” a business, non-profit or government aim to achieve – and how to measure success?
LEARNING OBJECTIVES
a) Identify the four main financial statements and the users of these statements

b) Record “business” events in the “Financial Statement Effects Template”
c) Explain the importance of ethics to the accounting profession (THIS OBJECTIVE WILL BE REINFORCED MANY TIMES THROUGHOUT THE COURSE)
d) Describe the trade-offs in financial reporting and the resulting limitations of financial reports
WEEK 2 (Sep. 2/4) – Financial Statements and Transactions
READING


Chapter 2 – Introducing Financial Statement and Transaction Analysis

Chapter 3 – Constructing Financial Statements and Analyzing Transactions

Case:  KnowledgeNet (A)

SUGGESTED HOMEWORK (*indicates priority for Mid-term #1)

Ch 2:  29*, 30*, 34, 39, 43 (we’ll discuss problem 43 a few times – not clear to most students at first) 


Ch 3:  26*, 33, 38* (part a only), 39* 
ACTIVITY/DISCUSSION


Discussion Case: KnowledgeNet (A)

LEARNING OBJECTIVES
a) Prepare and explain accounting adjustments and their financial statement effects

b) Construct financial statements from trial balance/account balances

WEEK 3 (Sep. 9/11) – Analyzing Financial Statements and Operating Income
DELIVERABLE


Upload spreadsheet with financial statements in “good form” – September 9

READING


Chapter 4 – Analyzing and Interpreting Financial Statements


Chapter 5 – Reporting and Analyzing Operating Income
SUGGESTED HOMEWORK (*indicates priority for Mid-Term #1)

Ch 4:  22*, 25*, 27, 29


Ch 5:  22, 25, 35*, 37, 38 
ACTIVITY/DISCUSSION


Current Events – Ethical issues in accounting or financial reporting?

LEARNING OBJECTIVES
a) Compute ROE and RNOA and disaggregate into components used by analysts (operating and nonoperating….profitability and turnover)

b) Calculate and interpret measures of liquidity and solvency

c) Explain revenue recognition criteria and identify transactions of special concern

d) Describe accounting for “normal” operating expenses as well as research and development, restructuring and income taxes

WEEK 4 (Sep. 16/18) – Operating Assets and Nonowner Financing
READING


Chapter 6 – Reporting and Analyzing Operating Assets


Chapter 8 – Reporting and Analyzing Nonowner Financing

Case:  Stamford International Inc.

SUGGESTED HOMEWORK (*indicates priority for Mid-term #1)

Ch 6:  13*, 14*, 18*, 27, 28, 32*

Ch 8:  10, 13, 23*, 24*, 29
ACTIVITY/DISCUSSION


Discussion Case: Stamford International Inc.

LEARNING OBJECTIVES
a) Explain accounting for receivables and inventories and the different methods that are allowed

b) Describe accounting for property, plant and equipment and explain the impacts on profits and cash flows from different depreciation methods
c) Explain the accounting for current operating liabilities like accounts payable & accrued liabilities

d) Determine the accounting for current and long-term nonoperating liabilities
WEEK 5 (Sep. 23/25) – Owner Financing & Review 
DELIVERABLE


Upload spreadsheet with “linked ratios” – September 23
READING


Chapter 9 – Reporting and Analyzing Owner Financing

Case:  Accounting for pensions/employee benefits at Ford and Toyota (discuss AFTER mid-term) 

SUGGESTED HOMEWORK (*indicates priority for Mid-term #2—NOT Mid-term #1)

Ch 9:   24, 34*, 43, 44*, 53* 
ACTIVITY/DISCUSSION


Review for Mid-Term #1
LEARNING OBJECTIVES
a) Describe and illustrate accounting for contributed capital and earned capital
b) Explain and illustrate the accounting for dividends (cash & stock) and comprehensive income

WEEK 6 (Sep. 30/Oct. 2) – Off-Balance Sheet Financing

DELIVERABLE

Mid-term #1 (chap 1-6; 8) 150 points – Tuesday, September 30 
READING


Chapter 10 – Reporting and Analyzing Off-Balance Sheet Financing
SUGGESTED HOMEWORK 

Ch 10:  11, 12, 13, 14, 16, 18, 25*
ACTIVITY/DISCUSSION


Discussion Case: Pensions/employee benefits at Ford and Toyota

LEARNING OBJECTIVES
a) Describe and illustrate accounting for capitalized leases, pensions and special purpose entities 
b) Identify and interpret the four main financial statements

c) Assess company profitability and creditworthiness

d) Explain the four levers of control and apply them to organizational settings

WEEK 7 (Oct. 7/9) – Management Accounting 

DELIVERABLE


Spreadsheet Project #1 - (150 points) – Upload prior to class – October 9
READING


Chapter 13 – Comprehensive Case


Chapter 14 – Managerial Accounting for MBAs
 
SUGGESTED HOMEWORK (*indicates priority for Mid-term #2)


Ch 13:  No homework – but consider how chap. 13 applies to your spreadsheet project

Ch 14:  13, 19, 22, 31*
ACTIVITY/DISCUSSION


Government financial statements:  What are the few key differences?

LEARNING OBJECTIVES
a) Contrast financial and managerial accounting

b) Explain how an organization’s mission, goals and strategies affect managerial accounting

c) Differentiate among cost drivers (structural, organizational, activity, manufacturing & customer)
WEEK 8 (Oct. 16) – IKEW & Cost Behavior 
READING


Chapter 15 – Cost Behavior, Activity Analysis, and Cost Estimation 
SUGGESTED HOMEWORK (*indicates priority for Mid-term #2)

Ch 15:  13*, 15, 16, 24*, 27* 
ACTIVITY/DISCUSSION


Non-profit financial statements:  What are the few key differences?
LEARNING OBJECTIVES
a) Identify four basic patterns of cost behavior

b) Estimate linear cost functions and discuss problems with cost estimation

WEEK 9 (Oct. 21/23) – Break-even Analysis (CVP) 
DELIVERABLE


Upload proposal for Spreadsheet Project #2 – October 21
READING


Chapter 16 – Cost-Volume-Profit Analysis and Planning
SUGGESTED HOMEWORK (*indicates priority for Mid-term #2)

Ch 16:   12*, 15, 16, 20*, 26*
ACTIVITY/DISCUSSION


Government & Non-profit and non-financial measures:  What are the few key differences?
LEARNING OBJECTIVES
a) Identify the uses and limitations of traditional cost-volume-profit (CVP) analysis
b) Prepare and contrast contribution and functional income statements

c) Apply CVP analysis to find the break-even point for single and multiple product firms.

d) Apply the operating leverage ratio to assess the opportunities for profit and the risks of loss

e) Explain the “3 legs of the stool” in organization architecture and apply them to organizational settings
WEEK 10 (Oct. 28/30) – Relevant Costs for Decision Making
DELIVERABLE


Mid-term #2 (Chap. 9, 10, 13-16) 150 points – October 28 

READING


Chapter 17 – Relevant Costs and Benefits for Decision Making

Case:  Bill French, Accountant 
SUGGESTED HOMEWORK (*indicates priority for final exam – NOT Mid-term #2)

Ch 17:  13, 14*, 15*, 23*, 33         
ACTIVITY/DISCUSSION


Discussion Case:  Bill French, Accountant 

LEARNING OBJECTIVES
a) Distinguish between relevant and irrelevant revenues and costs

b) Analyze relevant costs and how they differ under alternative decision scenarios

c) Apply different analysis to common decision scenarios

d) Allocate limited resources for purposes of maximizing short-run profit

WEEK 11 (Nov. 4/6) – Activity-Based Costing (ABC)
DELIVERABLE


Upload version 1.0 of Spreadsheet Project #2 – November 4
 
READING


Chapter 19 – Product Costing:  Assigning Indirect Costs

Case:  Accounting Fraud at WorldCom (Discuss next week)

SUGGESTED HOMEWORK (*indicates priority for final exam)

Ch 19:  17*, 18, 21, 22, 25, 33* 

ACTIVITY/DISCUSSION


Detecting and Preventing Fraud 

LEARNING OBJECTIVES
a) Describe and explain key elements of an indirect cost allocation system
b) Describe allocation of service department costs, including interdepartmental costs
c) Compare and contrast activity-based costing (ABC) and traditional costing systems

d) Perform computations of overhead allocations

e) Describe issues with implementing ABC

WEEK 12 (Nov. 11/13) – Budgeting and Performance Evaluation 
READING


Chapter 20 – Operational Budgeting and Profit Planning


Chapter 21 – Performance Assessment: Standard Costs, Flexible Budgets and Variance Analysis


SUGGESTED HOMEWORK (*indicates priority for final exam)

Ch 20:  21, 23, 25*     

Ch 21:  16, 17, 18*, 21*, 29*
ACTIVITY/DISCUSSION


Discussion Case:  Accounting Fraud at WorldCom
LEARNING OBJECTIVES
a) Discuss basic approaches to budgeting and why it is important
b) Explain the relations among elements of a master budget and develop a basic budget

c) Explain responsibility accounting – and connect with Organization Architecture and Simons’ “Levers of Control”

d) Differentiate between static and flexible budgets for performance reporting

e) Calculate and interpret variances for direct costs, overhead costs and revenues

WEEK 13 (Nov. 18/20) – Balanced Scorecard and Transfer Pricing 

DELIVERABLE


Case Journal - 100 points – November 18 

READING


Chapter 22 – Segment Reporting, Transfer Pricing and Balanced Scorecard

Case:  Lehigh Steel (discuss spreadsheet this week – case issues next week)
SUGGESTED HOMEWORK (*indicates priority for final exam)

Ch 22:   15, 16, 20*, 23, 28* 
ACTIVITY/DISCUSSION


Spreadsheet help for “Lehigh Steel”
LEARNING OBJECTIVES
a) Explain how the balanced scorecard operates as a comprehensive performance management system

b) Describe the development and use of segment reports
c) Explain transfer-pricing and assess alternative transfer pricing methods

d) Determine and contrast return on investment and residual income

WEEK 14 (Nov. 25) – Pricing and Product Management
DELIVERABLE


Spreadsheet Project #2 - (150 points) – Upload prior to class – November 25
READING


Chapter 23 – Pricing and Other Product Management Decisions
SUGGESTED HOMEWORK 

Ch 23:  15, 23*, 26, 28, 30*
LEARNING OBJECTIVES
a) Explain the importance of the value chain in managing products and identify the key components of an organizations internal and external value chain
b) Distinguish between economic and cost-based approaches to pricing

c) Explain target costing and its acceptance in highly competitive industries

d) Describe the relation between target costing and continuous improvement costing

e) Explain how benchmarking enhances quality management, continuous improvement and process reengineering

WEEK 15 (Dec. 2/4) – Course Review and Summary
DELIVERABLE


Project #2 Presentations – December 2
WEEK 16 - FINAL EXAM – Friday, December 12  10:00am-1:00pm    300 points


APPENDIX B


Written Case Analysis Guidelines PRIVATE 
 
GSM 505 Accounting for Managers

Revised from format by Professor Debra Ringold

Case Assignment Overview  This semester you will participate in the discussion and/or presentation of at least six cases (including IKEW).  These cases contain situations actually faced by managers documented in a way that makes them useful in developing your own decision-making skills.  The decisions required to analyze cases represent a wide range of complexity so that no two cases are addressed in exactly the same manner.  Cases add realism that is impossible to achieve in traditional lecture classes.  

Typically, cases fail to provide all the information necessary for decision making, but the fact is that decision makers never have all the information they want or need when they face decisions.  Risks must be taken in case analysis just as in any other decision-making activity.  Suggesting that further research be undertaken, and thus ducking the case assignment of making a recommendation, is not acceptable.  All of the cases ask for some type of recommendation, advice or action – thus for the written cases, you should prepare an ACTION MEMO. 

In all of these cases you are to assume a role (typically as an objective, outside consultant who has been employed by the organization to assist management in solving its "problem(s).").  Note however, that cases sometimes focus on issues that are not "problems" in a negative sense.  Often the greatest challenge facing an organization is recognizing and acting on an opportunity rather than responding to a threat or correcting an error.

Basic Steps in Case Analysis
Step 1 – Introduction and Situation Analysis – i.e. THE FACTS.  Effective case analysis begins with data collection.  This means carefully reading the case and the exhibits – writing out summaries and performing calculations - rereading it – writing out more and checking calculation - and reading it again.  Each case analysis should be based ONLY on the case study, course materials, class lectures and class discussions.  No additional outside research is necessary.
When you prepare your write-up:  Provide a brief evaluation of how well the organization is meeting it’s mission, objectives, and/or goals.  Provide a well argued analysis of the organization’s strengths and weaknesses.  This “situation analysis” essentially conveys your appraisal of the firm’s performance.  Include those facts that will be relevant to the formulation of your problem statement and the description/evaluation of your alternatives.  A successful case analysis makes a recommendation that is logically consistent with the situation analysis.  Avoid rehashing the case facts. A solid introduction uses facts that are relevant to the problem at hand to illustrate and summarize the important findings of this analysis.  A poor introduction restates these facts for no apparent reason making no contribution to the reader’s understanding of the firm’s strengths and weaknesses and resulting performance.  RARELY will you write this “sequentially” – you will typically come back to this section and continually add and delete material as your analysis unfolds.  It may be most efficient to track these “facts” in bullet points – wait until later to write sentences.

Step 2 – Problem(s?) Identification.  Once you have initially mastered the facts of the case, your next step is to identify the most salient issue or problem in the case, i.e., the problem or issue with the most potential to affect the organization (negatively or positively).  Learning to separate problems from symptoms is an important skill to develop.  Moreover, there will often be a number of related "subissues" or "subproblems" which are related to the central problem or issue in the case.  Sometimes, it is necessary for you to look for the common cause of related symptoms to ascertain the most compelling problem or issue.  This problem or issue is the focal point of your case analysis; it is the problem/issue to which the executive you are advising must direct his/her attention and the organization's resources.  

When you prepare your write-up:  You must precisely state the problem and its selection must be motivated/justified by the situation analysis.  The reasons for your formulation of the problem should be briefly and carefully summarized and logically consistent with your situation analysis.  You also should identify other possible problems and show how or why these “potential” problems are NOT the most salient or central in this case.  ASK QUESTIONS of the professor or teaching assistants to see if you are clearly identifying and communicating your views.
Step 3 – Analysis of Alternatives.  At this step you must identify alternative courses of action that, with a high probability, will result in solving the problem in a manner consistent with the organization's mission, objectives, and/or goals.  Usually there are several plausible solutions to the problem(s) in a case, and you should be careful not to lock on to one alternative before each of the reasonably attractive alternatives has been thoroughly evaluated.  Every alternative has pros and cons. Explicitly consider BOTH strengths and weaknesses of each reasonable alternative. 

When you prepare your write-up:  Alternatives should be feasible, legal, specific, carefully stated, and accompanied by a brief justification.  Each should be evaluated in the context of the situation and the mission, objectives, and/or goals of the organization; each should be compared to other solutions.  I prefer you do not give your opinion in this section.
Step 4 – Make a Recommendation.  After each of the alternatives has been thoroughly analyzed, you must make a recommendation concerning the specific course of action the manager should take.  You must clearly convey your reasoning and demonstrate how your chosen course of action will, with the best probability, "solve" the problem.  You should be explicit about the criteria you gave more importance as well as those criteria you gave less importance. 
When you prepare your write-up:  You should explicitly recognize the limitations of your recommended alternative, its relative strengths/weaknesses, and make the reader aware of how your recommended alternative, in a manner superior to the others, "solves" the organization's problem in the context of its mission, objectives, and/or goals.  

Format and Submission Details  The written portion should be brief – 1 page is best, 2 pages is probably the maximum.  You can include tables, charts or other visual aids.  You might want to use PowerPoint or Publisher rather than Word (or equivalents). The written case will be evaluated on how well you describe the environment, identify the problem or opportunity in the case, develop and evaluate alternatives, and make recommendations.  It is very difficult and time-consuming to reduce a complex and long case into this short space, but it develops many desirable managerial skills such as the ability to communicate quickly, the ability to reduce complexity into something manageable and it shows respect for the time of those that rely on your work.  The content should be of professional quality in terms of grammar, punctuation, spelling, style, etc. 

APPENDIX C


Spreadsheet Project Guidelines
PRIVATE 
 GSM 505 Accounting for Managers
Spreadsheet #1 - Financial Statement Analysis


Students will select an organization of their choosing.  The only restriction is that the organization has a complete set of financial statements and footnote disclosures.  Usually, the financial statements will be audited, but this is not required.  Examples of spreadsheets are at the course website.  At a minimum, your spreadsheet should contain at least two periods of data for the following items:
· Balance Sheet

· Income Statement

· Statement of Owner’s Equity (or Fund Balance)

· Statement of Cash Flows

· Ratios and other metrics

For each of the financial statements, the following should be included:

· Percentage change
· Amount change
For the Balance Sheet and Income Statement, the following should be included:

· Common size

Students will also prepare a written analysis of the financial statements (4 pages maximum).  The format of the analysis is flexible.  Students are encouraged to experiment with creating a Word document (or similar) as well as a PowerPoint file (or similar).  The analysis should answer four questions:
1. Would you purchase the stock of this company at its current market price?

2. Would you lend a substantial amount (say 3% of total assets) to this company at the prevailing market rate of interest?

3. Would you accept an offer of employment from this firm if the salary and benefits were equivalent to the other offers you receive?

4. What additional information (beyond financial statements and related footnotes) would you use to help with the above decisions?

Finally, students will present their spreadsheet and their written analysis in an audio powerpoint, due October 7.  Each presentation will last at least 4 minutes, but no longer than 6 minutes.  The purpose of the presentation is to communicate your answers to the above questions in a convincing fashion.  You are not expected to have an “unequivocal” answer, since there may be significant evidence supporting a YES decision as well as significant evidence supporting a NO decision.  Using an analogy from “law”, the burden of proof is “Preponderance” rather than “Shadow of a doubt”.  In other words, your decision would be the option that has more than 50% of the support in its favor.

GRADING – The grading of the three pieces will be weighted as follows:

1. Spreadsheet

  50 points
2. Written Analysis
  50 points

3. Audio Presentation
  50 points

Spreadsheet #2 – Application of Management Accounting Tool
Students will form a group of 2 or 3 and select a management accounting tool from the list below or they may propose another tool.  They will create a spreadsheet using this tool for a real decision setting that is faced by managers.  The use of real data is helpful, but not required.  The organizational setting can also be real or assumed.  The tools can include, but are not limited to:

· Activity-Based Costing

· Balanced Scorecard

· Break-even analysis (CVP)

· Budgeting - Capital (slides from chapter 24 at course website)

· Budgeting – Flexible

· Budgeting - Operations

· Cost Behavior Analysis

· Cost Estimation

· Job Costing 

· Pricing – Cost-Based

· Pricing – Target Costing

· Relevant Costs for Decision Making (anything from chapter 17)

· Segment Performance Reporting

· Standard Costing

· Target Costing

· Transfer Pricing

· Variance Analysis

Similar to Spreadsheet #1, the student group will prepare a written analysis and explanation of their spreadsheet (4 pages maximum).  However, the exact nature of the analysis will differ based upon the questions that the student group chooses to address.  Thus, once the tool is approved by the instructor, the student group needs to agree upon and explicitly get written approval from the instructor regarding the question(s) they are trying to answer.  It is suggested that the student group propose 5 questions to answer, and the instructor will assist them in refining 3 questions that are manageable.

Each student group will have a minimum of 8 minutes and a maximum of 10 minutes to share their spreadsheet and written analysis.  Each member of the group is required to speak during the presentation.  Points will be deducted if the balance of the speaking time is not roughly equal.

GRADING – The grading of the three pieces will be weighted as follows:

1. Spreadsheet

  50 points

2. Written Analysis
  50 points

3. Oral Presentation
  50 points
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