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’ . ] S : ' November 10, 1971 v

Dr. Stephen K. Ba:l.ley, Chairman P
Policy Tnstitute : . I

_ Syracuse University Research Corporation ' : :

se 723 University Avenue ' '
{ - . Syracuse, New York 13210

v -

Re: External Degree Program

,. Dear Steve:

| R In compliance with the arrangements between our two units, I have ‘
™ attached the results of this faculty's efforts to produce the Business Admin- -
;‘/, - o istration portion of a total "external degree" package. As you are aware,

this is a uniqué output, since ‘this curricular plan is the first in this
field developed to date. The Areas of Ccmpetency include all facets of the

- . requirements which are specified by our accrediting agency, the American
Association of Collegiate Schools of Business. This was done to preserve
an approved content base for this offering However, the faculty involved
have been innovative in.the approech employed to develop each area.

ot ———

i Please let me know if I can provide any editorial assist relative to

i this document. The faculty of this School has made s long-term commitment
T ' to the external degree concept, via its relationship with University College.
[ We hope that we may serve this end with the- Policy- Institute in the future.

( ' ' ’ » 1 _ ' Sincerely, \

| ' /Z,;zzé/ | ..\! .

! - S L. RICHARD OLIKER
L ‘ ‘Associate Dean and
Project Director
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AN EXTERNAL DEGREE IN BUSINESS ADMINTSTRATTON ~
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Less Time, More Options, & provocative report by the Carnegie Commission

~

N

s

o ]1. on Higher'Education,_calls for innovative action on the part of the educational
\55\\\\\\\\unity The COmmission recommends that "aLternativeAavenues by which students
T .

can earn-degrees or complete a maJor portion of their work for a degree be

N

”expanded to increase accessibility of_higher education_for those to whom it is
now unavailable because of vork schedules, geographic location, or responsibil-f
ities in the home."l | | | | | H

In recent years, a number of such developments have been initiated which
have increased the flexibility of educational opportunities in a number of Y
respects. The College Proficiency Examination Progrem (CPEP) and the College-
.Level Examination Piogram (CLEP), initiated in 1963 and 1965 respectively,
lprovide academic credit by examination to a growing number of students in an

increasing variety of subJect;matter areas. The University of Oklahoma., Syracuse

| S University, Goddard College and the University of South Florida have recently

o implemented programs which provide an opportunity to obtain a bachelor s degree

largely through directed independent study.2 This year, the inauguration of - i ' /’
i Britain's Open University has added 25,000 students pursuing a nation-wide, o
independent study degree to that country's college-going population. |

{ The external degree" concept in this country'received considerable impetus

when,,in September 1970, Ewald B. Nyquist, inaugurated as COmmissioner of '

Education and President of the University of the State of New York, announced

i plans to establish an external degree"program in New York State. It will be

based upon independent study in Businese Administration validated by a series of

comprehensive written and oral:examinations developed by CPER._,These‘examinations

"_ .will be prepared and evaluAted by faculty committees drawn from both public and

private institutions of higher learning throughout the State.
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The external degree differs marked]& from a tf'pical correspondence study

program. It can best be described as an independent study program, auemented
1 . to a given degree by tutorials or other t:, pes of fc rmal instruction; vwhere the
) peer group interaction ‘does nou necessarily have to take place on campus.
\ "'Students can attend sessions at regular intervals at local study centers. The
“ duration of /contact between the students and instructor will be a product of
both ‘time and cost factoi's. The learn,ing experience will be validatied by

performance/on examinations prepared eithier ‘by the corporate faculties of

individue) colleges or miversities, or by a consortium of the faculties of

j | such insgtitutions. The quality; standards', and content of such a degree program
o thus re in the responsibility of professional members of the academic ‘community.
unds for tke 'z,development of several innovative projJects for external degree
oi‘fe ings in New York State have recently been provided by the Ford Foundation

" and/the Carnegie Corporation. This series of grasts, totaling $2.1 million,>

will support three separate efforts.

1. The state-'run program referred to above has been funded by matching
‘ . grants of $400,000 from each foundation. The first set of exam-
inations,‘ leading to a Regents Degree in Business. Administration,
are expected ‘to be prepared in 1972. . . | . : Iy
} ' 2. A non-residential college of the State University of New York »"I}
(already being referred to as Empire State College) to be established S /
‘along the lines of the.l British Open University concept. Ford and

Carnegie have each provided $500,000 for this project, with an off-

[ veavade. §
. <
v

1 ca.mpus degree in liberal studies scheduled to open for the 1971-;72 ' )
: academic yea.r. '

© 3. A feasibility study for the implementation of an external degree in

7
1 . *  business administration for a five-county area in Upstate New York,
l l B The $300,000 Ford grant vas made to the Syracuse Univ‘ersity Research : H




Corpora.tion. The faculty of the School of Menagement at Syracuse '

‘Univorsity will develop the prototype of the business portion of

_the external curriculum. It nill be with this study that this

paper will focus.

The nature of the curriculum for an external degree must, by its very
nature, depart fro_m the normal para.meters associatedwith "coursea" and “course
. : \
credits. However, it should rea.dily translate into these standard forms of

”

'reference is oy der to be of value to those students who transfer from this type

of program to a residential one: The departure comes about as a result of the

Mo [

. program design. The approach deve-lop_e‘d'.\ at Syracuse University is two-fold:.

/ : ‘. : ‘
1. Courses with a common academic base have been grouped in modular

4 o . form to reduce the Business Administration portion of the curric-

: ( ulum to a feasible number of sub;]ect-matter components.
2

. Each such module will be referred to as an "Area of Compentency

; ‘ which is designed to encompass‘ up to as nany as twelve semester

hours of academic credit.

\

! Determination of each Area of Competency inirolves a detailed description

.. of the learning 'experience vhich the candidate would have and the depth and / "

{ degree of proficiency he shoulld have receiued incthat area. The basic concept o /
f of such an area as the unit upon which the ualidating testing instrument will

be based 'is a novel, but not unique, development of the external degree ide"'a.

{ The current business administration curriculum at S.U. consists of 120 semester

} hours of credit, of which 54 are in business a/.lministration » 54 in liberal arts,

and the remaining 12 are free electives. " The Area" approach implies. modular-

. .
1 .

§ ization of this total ldegree package.

)

8
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TABLEI

TRANSITION FROM COURSES TO AREAS OF COMPETENCY

a

EXISTING COURSE REFERENCE . “~CREDIT

k]

AREAS OF COMPETENCY

~—
~

. S (sem. Hrs.)
Business \Core"
1. Accounting/Fma;ce N _', : 12
2. Business La.w/Public Policy/Pnn. of Mgt. Q .
3. Ma.rketmg/Trans’pprtation/Opers. Mt. T 6
b, sﬁatistics/nata Processing g
.F‘:ie].ds -of COncennsation*
5. Accounting j 9
6 Finané'e 9
' 7 Max keting ' ;9
- 8. Operations Ma.na.gement ' o . 9
\ 9. Perspnnel & Industrial Relatipns | ; ‘9 :
10. " statistics 9

Financial Information Systems

Environmental Studies

' [l

| Logistics

Qixantita.tiire Analysis

Aceouqti_ng

Finance

Marketing

opera.t.io'ns Management
Personnelv & Indus. Relations
Adyariced 'Q,ua.ntita.tive Analysis

* These fields are wivalent to the degree of study which makes up a ma:]or

in the on-campus program.

s

The first four Areas of Competency encompass what is normally contained

in.the undergra.duatebusiness "core.” At Syiaﬁcuse University this core involves

: Vi . . ' .
36 semester hours of study (12 courses). Rather than develop 12 separate exam-

inatjons, the Area organization allows for the validation of this learning

'experience through four comprehensive examinations.

Y e et

istration_porti:m of the curriculum will involve the development of .only ten such ~

The entire business admin-

testing measures -- one for each Area. These Area pa.rameters have been established

because they follow a convement pa.ckaging of  the current curricular components.

In a.dditlon, they provide for the partial utlliza.tion

- . Y
'
. . .

‘of existing course ma.tertals

e

- A




in a new pern'mtation.

“in opera.tion over the past five years and from which over 30 persons have a.lrea.cw

SR

The Liberal Arts portion of the total curriculum is béing developed by
‘the fa.culty of Syra.cuse Univers:.ty a.lready associa.ted with the Bachelor of. Libera.l
btudies Program. This progra.m offers an independent study degree which has’ been

4

graduated. - It has the following composition (in modula.r form):

' ; TABLE s+ SN "
.\ | .

BAC}{ELOR OF LIBERAL STUDIES CURRICULUM

AREA, . " __ Module* and Years of Study .

I 1T 1T v

‘Humanities | 15102 1s201 sl LSkOl
Mathematics - - IS102 | 1s202  [is32 .  1Lshoz

Socialfscience_ - ‘LS104 ‘LSQO’-&__ LS3(?h ) LSLok .
,.Science ‘ “ '“
Biological Science . . 1S105 . Lséos _'ts3o_'5 . 1shos
‘Phisical Science - 15106 IS206 . IS306 Lshob

Each module ca.vries a specific Libera.l Studies title a.nd detailed'des'cription.
For the sa.ke of brevity, only the numbers are used here. ’

’

Each module above is equivalent to eight semester hours of study.’ For

example, LS201 entit.led The Rena.issance and The Age of Reason involves study

covering selections from Monta.igne, Shakespeare, Cervantes, Milton, Hobbes, -0 o o
Disca.rtes, SWift Rousseau, Hume, and Goethe It a.lso includes Renaissance, Ba.roque,

and Neo;~Cla.ssica.1 Art and Music. Liberal Studies 30‘4 mcludes an Introduction to

. Economics coizering macro and micro theory, economic organization and development,

and stat Lization and growth policy. Thus, what may have been encomi:assed within

10




two or three normal "courses" can be. conta;ined in one such module. : At lea.st 15

modules must be completed in order to fulfill' the degree requirements. Since the ‘

program is not designed for a ma.ior in any one of these a.rea.s, study in all: rour L
‘:broa.d content areas is required. . | 4 “
It is the existence of this Bachelor of Liberal Studies Program at Syra.cuse
4University which provides a unique opportunity for the School of Mana.gement to -
: develop a.n eicternal degree in bus:.ness a.dministra.tion. 'l‘he experience ga.ined ‘
"in the opera.tion of the former program a.nd the a.bility of a. corpora.te faculty to
control its qua.lity prov1des a clea.r ra.tiona.le to pursue the development "of a.n

. externa.l degree in the la.tter field of study.

The mTId “of the modules comprising the Ba.chelor of L:.b:\r 1 Studies Program |

and those ma.king up the Area.s of Competency in Business Adm:.nistrs.tion can be

a.ccomplished by meshing the two modu.la.r structures a.s depicted in Ta.ble III. The ’
) numbering sequence is a..modii‘ica.tion of that currently employed in the_ former
| program. - | - N

The ,_ac,tual content of each Area of éompetency will be equiva.lent to eight :

semester hours of study. _ Four Area.s -=- Financial Informa.tion Systems Environmenta.l

. Studies, Logistics ’ and Quantitative Analysis -- will be required for a.ll candidates.

i

However, any three of the six Functional Fields may be elected, one in the third

yea.r a.nd two in the fourth Thus, a total offseven Area.s will be taken in Business -

! —

Administro.tion ( equivalent to 56 semester hours of study) ‘Bach candidate will

L4

‘ ‘,' least nine modu.les must be completed (equiva.lent to 72 semester hours of study).
| / Each module does not however, have to be completed in the order depicted in Table III.
‘ / The presenta.tion indica.tes only%ne p{ssible permuta.tion for an individua.l program.

~
The previous a.ca.demic ba.ckgr sund of the ca.ndida.te, his professiona.l ma.na.gement

N

experience a.nd career obJectiVes will determine,,/to a great extent, the order in

'

i

1




l'uhich mdules may be completed Whilé this type of program offers only l:imited
V;_;xlexibilicy to the mitial group of candidates additional Areas may be added to

,the dngree structure ‘as warranted

TABLE III

EXTERNAL DEGREE IN BUSINESS ADMINISTRATION

AREAS OF COMPETENCY

fﬁ“fﬂ.'.m:.mswnms | E EE . B

Husanities, ¥ LS101(R) .. LS201(R) *  LS301/LS4O1(E)
#ﬂthemtics e . ‘LS102(R) ~LS202(R) : Ls302/1.sh02(E)
© . boclal Science W LSth(R)" LS304(R) e,
Sciénce - . _ S e
~ Biological: Sctence L . LSlOS - : I
I’hyslcnl Science |, LSlO6( ) ' ST o

-,,ms-mms ADMINISTRATION * |

| ?!mmclal Inromation /Systems - FIS207 (R') . -
_Eavironmentsal Studies " L T . ES308(R)
Lo loglsties <o R, " LG309(R)-
e Qunm.itat.ive Analyaie- . \ T QA210(R): o

F‘unctionul Ficlda'

Accounting o oo . . Acc k11

. Finsnce T L : FIN 411°
- . Marketing SR ' - . MAR L1

' Operations’ Mnnagement - : : : OPM 411~

. Personnel & Industrial Rel. : : PIR 411
Admnecd Quanti tetive Analysis , " AQA 411

- One Pundtional Field must be elected in the third year and two in the fourth.
(R = required and E = electiye) y ‘

T

There are many ways in which curriculum development may be accomplished In

thia inntancc, a task force of 16 members of the School of Management faculty 18

-

\':?_c.urrentl‘y lnvobved The pe.rameters of each: Area. a.re being carefully described and’

";:-':"'foutlined with detailed beheviora.l objectives defining the designed educational

"}v_.'.'.experience. Menpower overlaps fronbArea to Area. to insure continuity of effort,
Lo . S ' ¢
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.reduce communication problems, limit redundancy and keep the size\ of the task’

. '." L. K \‘
! ‘ " force within reasonable- bounds. The f:.ni.shed product will in. {;erms of its:, '__‘__'v.. c
‘ quality, structure and content depend upon the profes.;i.onal efforts ot‘ the :
' 'fnculty members involved and tne degree of their commitment to & new curriculum
' concept the viability ot‘,whi.ch may still be very much a matter for debate. -~ -
" The as-yet-unanewered question " is‘"will such a degree b accepted at par ‘.
(with residential degree programs) by both the business and academ:l.c communities"'
- : , . \
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EXTERNAL DEGREE PROGRAM

N\
\ \,

\

\,

- AREAVOF COMPHTENCY { ~ FINANCIAL INFORMATION DECISION SYSTEM

_— \

’

'. "FINANCIAL INFORMATION DECISION SYS?EM

. -

PUSI

__/ - T Ct

['TfﬁccouwTrnc i  MNALYSIS MONETARY
|

DATH . " ~ and ENVIROMMENT
3ASw “f_—h——: —) DECISIO!S (Unit III)

(Unit 1) (Unit IT) i B

/s

V2 . -

-

///Bﬁgg;;ss organizations within our society succeed or fail depending upon

the efficiency with which they 5cquire and manage the resources required - "%

. . o . f e :
for operations, The original input of resources in a firm-is in the form
\ ; al . T

of capital‘funds derived from investors, ;These funds are utilized in the -

ﬁéfket place to 'acquire physical fécilitiqs, services, ahd human skills, ».

oA

The success o% the firm is inexorably relé%ed to the success of the

/ - ‘e . ok
managerial decision process within the business organization,
. A

’

"The Brocess of reachiﬁé opﬁimal décisionr is based upon a system that

' e " . ¢ N . e -
collects, collates, summarizes, and reports the relevant data, Iﬁ'is

this accnunti ng system which provides the basic ihfdrmational input .for the °

“business unif. Data systemstically collectecd ic then analyzed anc -

-interpreted by'mahagement as the second step in the financial deci;fon.
process, The type of cata collected and thr technique of analysis

-

16




utilich stem from the particuler type of decirion under eonsideration.

In naddition td etaluating.informaticn gqncrated internally, managers must
understand thn'con:trnints of the existing environmental framcwork,of
societ:,f.f‘_'t'hie reou1xemont leads to @ con516eratlon of the f&ctOIS which'
constitute the 1nst1tut10n31 ﬂrrangements w1tgen which business decifione-
must be executed.' upecifl -ally, this institutional franeuork is related
1nt1mately 'to government monetary and flrcal policies and Drocedures. ‘
The *eruletoxv ecttlng is also of vital 1mportance. The student of

“nenﬂgement must therefore underetand that financial dec1=10n= are reached

. based umon on internal data ba 5€ wh’ch must-be (l) 1nterpretcd and (2) .

framednr of the day.- The three =tudy units of the flnan01al 1niormation

‘ deczslon oroness are alrected toward prov1d1ng the student w1th a Eﬂiiﬁ
nndersta;ding of (1) the structure ané tenets of the accounting model

"as the detn bese (Unit I); (2) the techn1que= and goals of the analytical
process in re;thing flnanciel decislons (Unit II); (3) the nonetary ‘and L

fiscal env1ronment which influences these ‘decisions (Unlt III)

Unit T

\ Accounting Data Base -

. The objectives of\dccounting are to provide informetion for many purposes,
byt especially for‘the deployment and use of financial resources in entities

: i . _
in the econoily. Accounting information is most useful when it is -

'oresent d in weys which convenlently sunmarize ‘relevant 1nformat10n for

4

decision ﬁhkerr. Over time certain conceptq and formats for presenting ’

accountinc 1nformat10n have come into wide uee._ The framewprk on ‘which




R -1 -

.

i ’1nan01al‘"tatements are.based rn"ts on 2 substantlal concentual and
ST | thcoret;cal structure. This study will orovide the'studcnt vith 2
basic understanding’of the concepts and theories thet underlie modern
Financisl statcments in order that he may function as a better'decision
paker.

:. Operational—Objectives <hF_ ST

0 ~ The gozl of understanding financial statecments will be considéred

i N

i achieved if o student is able to- P

o 7y

(1) °reparP ‘financial statements from a set of- reasonably

i complox facts,

; (2) Show how verious financial events w;ll affect the - -
: ' financial statements, . ”

{ - - (3) Use financiel statements in decision situations to -
! : demonstrate his understending of them.

Vs

Unit II

s

er———

Analysis and Decisions -

-

'{ .- - The obgectlves of Unlt II are to evaluate cr1t1cally the relevancy
ooe | g
of the flnanclal 1nforhat1qn for 1nternal declslon-maklng at the flrm

i -

t level, The 1dent1f1cation of managerlal decisions as strateglc and

operatlonal will facllltate the speciflcatlon of information requirements-'

——— »
.
»

L.
- -

——ee

. .

for each decision. Capltal budgetwng and the structure of cap1ta1 funds
\

are domlnant toplcs for~ strateglc plannlng declsions. The master budget as

»

a planning-and control tool represents the backbone of the operational

’ management control process,

Operational Objectives:  ° : o T

‘ * ' . i LY . *

The student is required to demonstrate hls understanding of the . ' ) o/

i: theoretical and practical dimensions of each topic to be covered. He ' ) /

should be able to: C v f- o . . J i




i -

; (1) Discuss the basic theoretical concepts. of capital budceting.

' (2) Discuss the considerations affecting ‘the acquisition and . e T
' - management of long-term capital., . e

o —

- (3) Discuss the process of managing-working‘capital.
(h)"DiscuSs-the'processmof developing the master budget.

T o (5) Identify how the master budget cen be used as/a control tool.

\

(6) Pvaluate the impact of people on budgets.

A -Unit ITI | - o

A

! Monetary Environment

The broad obaectlves of Unit IIT are to (1) study the role that money .

; plays in a modern cconomy and (?) provide an understandlng of monetary pollcy

- / and its’ efrects on national 1ncomeland personal living standeras. , -

? - Overational Objectives: - ~“\\\

; To achleve the broad obgectlve of the unit, the student must study y
\ '&\ and become femilier with the: ' . | ) j\\ |
.o {f}_ ; (1) History 6f monetary systems.: - . ' .“\ i R . / '

(2). Current structure of financiel institutions in the United States. ' '
( (3) \Elementaryumonetary theory., o T . ' e
o ’1: - (b) Policy strategies available to monetary authorities.

BN

Monetary.history is.not emphasizéd for its'own sake, but rather for
f—i "”Mthe purpose of prov1d1né perspective on the current flnancial system and .
its. posslble future evolutlon. The business firm must function withip-
the ex1st1ng flnancial environment; thus knowledge of the current structure f;

is required. Ulthout the commerclal banking system, business. could not

function as it does today. Thus the =tudent must become. famillar w1th the

fundamentals of this system and with a broad theoretical model of its

o .
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e i
e

'comp]‘.gx y{orkings'.""'ﬁéé-i-c to the operation of the banking system end the'/

national economy is the Federal Reserve System. Consequently, students

_are_expected to become thoroughly familier with the structure of the

' system a'hd _thve tools of monetary policy. This-basic unders/tanding will
' providc_e for further study of cbmp_lex questions of monetary theory and
] : pol-ig:y fér those-students who elect = finance concentrati_on.
L \. . |
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II. Assete and Equities
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Unit I+ Accounting Date Base

Outline

I. The Accounting Process

A.  Some basic concepts
1, Accounting entity
2, The accounti'hg equation. Assets = Eq.u,ity
- 3. Revenue,.ﬁ:cpens Asset, and Cost dist;fxguished
h, .Stable'mohet';s.ry unit assumption
B. Recording and Processing Information
1, What events are recordable )
2, Methods of recording and cla'.":sifica.tion.
\ a, Accounts and codes .
b Journals = general and specialized
Ce Ledgers - general and subsidia.ry ledgex
.’3. 'Computer and EDP applications to proces sing data
« Ce Preparatlon of (S:.mple) Financial Statements |

1. Adjusting the accounts.\,gor changes:'

1 f[n cla.ssifiéation
b.. New events unrecorded

: 2, Format of the Balance Sheet

3. Format of the Income Statement

A, Assets

1, Valuaetion concepts - cost s input and output values

2. Current assets

‘ 3+« Long term a.ssets ~ property, inta.ngibles and leased assets

“ly Depreciation and amortization of a.ssets o

- &, Cashj recelvubles and securities
b. Inventorles - costing and va.lua.tion

o
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B. . Equties
“.1. Lisbilities - long term and current .
2. Ownership forms '

8. Corﬁoration' stock and retained earnings
b, ?roprietorshi{and partnership equities

I11, Income Medsurement

v A. Revenue ~

\ ‘ ' .
1. Definition of Income: Accounting and Economic

2. Measurement of Revenue ~ realization versus earnings concepts

:

3¢ Revenue recognition methods - ' q\

a. Point of sale

b, Cash vs, accrual ‘ “
c. Percentage completed contract

de Installment sale

B. Expense :

. . . <

l. Definition - expixjed cost idea

\ ¢ 2. Cost flows vs, expenses - depreciation, invent;ory .
3. The asset expense problem - capitalization e
i ’ . ) i \\
o i i eportin , ~
IV‘ F:.na.nc:.al’R porting \

~

k A. Disclosure and the CPA's opinion
"\ Be Price level changes and financial reports.

'C. ' Consolidated financial statements

V. Funds Statement

A. Concept of funds - working capital and totael resources
! N .

1
%

B, Analysis of funds flow

Ce" P:eparatiégi of the funds statements

VI. Analysis of F;iiia.ncia.l Statements

- \ .
« Usefulnéss of financial analysis

e

1. An analytical tool of management

2. An ana.]ytical tool for ihvestors

\
B

22




Bs Form <’>f the analysis .
. Comparison of data
Need for .s't'and‘ards
Industry vs. internal standards -
Sources 'of,infomatéion
‘Ty‘pes of_ratic; comparisons
l. Liquidity measures
2;» Profftg,bj.lity-mehsureé

3. ‘ CdVera.ge

Recommended Texts: -

T

Thacker,- Ronald J,. Introduction to Modern Ac,éounting,'_'(i’rentice-l:{a.'l_.l, Iné.,

Englewood Cliffs, N.J .) 1971, -

Anthony, Robert N, Essentlals of Account:.n‘ (R prop:a.mmed book) , (AddiSOn-
We.,ley Publishing Co., ‘Inc., Reading, M ss,) 1964

Bruns, Wi]_liam Je Jr, Introduct:.on ¢o Account:.ng, (Addison-Wesley,Pub]isliing
CO., Inc., Read:.ng, Mass,.) 1971, . ,,!

Meigs, Walter B., Charles E. Johnson et al, Intemediate Account:.n (McGraw--'
, Hill, .Inc,, New York, N.Y.) 2nd Ed:.tmn, 1968, .
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- Unit II: Analysis and Decisions

Introduction

A. The role of financial maﬁager_nent- in the firm _
B: ‘The nature and scope of the financigl informat:lon in the firm

1. . Long-range ‘planning
2. Cost analysis and \l_zudgeti_.ng

. . : - \
Long-Range Planning of the Firm's Activities

\ .

A." Long-range plannirig format\'{.on

-

2, The usefulness of long-range Planning -

- 1. Organizational goals an ob,jéctives
3. The developmenf of long-rh

e plans and str_ategies_ '

Capital budgéting . * . '.,

1. Cash flows R \
2. Time value of money -
3. Estimating capital expenditures
" 4, Estimating net returns \
5« Techniques for decision-meking",
&. Present-value ‘ ;
b. Internal rate of return
¢, Payback . ;
d. Accounting rate of return \ '
/

. Cost of capital . -

1. Basic characteristics of debt -equity
8., Claims on income and assets ;
- be Maturity and managenent arrangements
2., Cost of funds o
8, Senior securities--bond and preferred stock
- - b, Residual funds--commm stock and reteained earnings -
" 3. Weighted average cost of capital . ’ ‘

Acquis:ltion and Management of' Long-Term Funds
l
A. Capital structure

l. Planning an optimal structure

o Relationship to operating and financial leverage
 External and internal funds . K

 Income, risk and control factors




-
e ey et
v
..

B.’

-C.

3. Pr 1V1198ed, subseriptions® - - y
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Considerations of capital acquisition

1. Public-offerings i o ) .. | o

a. Nature and extent of use a
b, Costs and terms p . -
c. Regulations ‘ .

2, Private plz_lcérnents

a., Terms | ' ‘ . '
b. Advantages and disadvantages ' '
C. SOurces of ‘funds - . ' -

a. Rights issues “ | . .
b. Value to stockholder and issuer .- . N

Sources of capital acquis:.t:.on
l. Short-term loans: and intermediate term funds
2. Fong-fterm debt °
&, Cherscteristics of Debt |
| 1 CreditoF "status | ' S o

2. Priority of ,claim on-income
3. Pr:.ority of claim on assets

N 1}

‘b, Types ‘of bonds

1. Debentures-: regula~ a.nd subordinated.
2. Mortgege and collateral bonds

3« Income and serial bonds

L, Convertibles

Ce .Security and repayment provisions
1, Sinking fund plans
2. Call provisions
3. Refunding’ arrangements

)

3., Preferred stock

a. Typées of preferred stocks: cumulative, participating, co}\fértible

b, Reason's for and éxtent of use of preferred stock A

1. Adventages to corporation
2. Investor appeal

]
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e.,Rights_of preferred stockholders

1. Cleims on income-and assets
2. Protective provisions

4. Common stock ' _ . . , _ _ ‘g

a. Residual status -« . . . : .

l.- Claims on residual income and assets
2, Valuation: par, market, book value

@
.

b, Rights of common stockholders - ¢

1, Rights’to elect directors
- 2. Voting arrangements
3. Right to inspept books
. Lq;'Warrants and conversions
5f;‘5" .I:“S: Retﬁined earnings"

8. Types ‘of leldendS cash, stock div1dends and splits,
" combination dividends, regular and extra

e b. Pividend policy . Co N - _ "

R 1. Legal limitations”
B 2. Procedural arrangements ; . . : )
IR ' 3. Merket considerations ‘ ‘ B ;/

c. Growth-through retairied earnings - - A

1. Expansion through retention o - co : i
FRE _ 2., Interests of managers I
e 3. Interests of owners

fffv,_"LOngQRange Planning through Mergers

A. Mergers and acquisitions : ' ’ - | | -
- i. ‘Reasons for combinations '
2. Mergers and oonsolidations

'3.{ Acquisitions o . - . L.
L, <Téchniduesfand terms ) | | “
‘itvag _Failure:and reorganization
| i; Voluntary arrangements )
2 _Inrolﬁntary arrangements ' ' o I (

3. Reorganization or liquidation

26
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: \
Vo Planning and Mancgement of Working Capital

A. Cash and. marketable securities
. 1. Cash flows

a. Tracing cash movements

b, Original sources’

C. Relotionship to profit< and depreciation &llowance
Efficient cash management ) -
&, Minimum requirements - - .
b. Collection control techniques ' -
c. Disbursement systems :

" Alternative uses of cash

a. Types of marketable securities .
b, Certificates of deposit and repurchase agreement<

‘b, Forecasting monthly cash fiows
* Receivables.: / .
1. Level required for. operations

a. Control of investment in receivables
b, Relationship of credit policy to profits

Credit extension policy and criteria .

a. Credit terms
b, Credit standards
Ce Sou.rce< of information ‘on applicant=

»

Collection policy

a, Receivables turnover
b, Cost of discounts and losses ‘
. Estimating probabilities of losses
N S :
N\

Inventory ' N

1. Inventory costs

a. Investment in 1nventor1e< o
b. Space and service costs -
¢. Inventory risks

‘Control techniqu'es e
a. Economic order quantity

b.. Safety stocks
T . Application stocks;




3. Relationship to overall financial requirememts
&, Stock-outs versus inventory costs
~ b, Impact of delivery and production factors
_‘Ce Evaluation of inventory system

re

'VI. Managerial Accounting System for Planning: Mdster Budget

b d e ome gl

- . A, Cha.racter:.st:.cs of budgets--def:.n:.t:.on of budget, advantages of
Lt SN budget°

B. The preparation of a master budget

1. Time span

I

[qPe——,

2. Flex:.ble vs, static budgets

o me——y

3. Formalizat:.on of the planning procedure

L, --The development of sales budget, production budget, etec. -

- 5. Coordination and communication /.""“
g . / -Co Impact of people on budgets |
‘ /’/ ‘1. Human relations impact on budget"/
7 . .
' - \ 2. Budget presence on human performance . -‘ )

" VII. Cost-Volume--Profit Analysis

‘ A. Cost concepts
1. Variable vs, fixed costs

N - 2. Committed costs, managed costs . ) - o

B. Cost measurement of variable and fixed costs

1. The high-low two point method

| - . 2. Engineering methods

3. Statistical xnethods .
'C; Assumptions underlying break-even enalysis = * b' T
D. Calculation of breek-even point (or range) h

1. Forbone product, two products., multiple products'

L. 2. Analysis and manipulstion of break-even for changes in the
N ) - . parameters ,

| . i : ’ E. Uses’ and limitations of cost-volume- profit énaly}is

~—
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| VIII. Standards and Flexible Budgeting for Control

A. Standards and forecasting

" Bse "Types of standards

;C. The relationship between standards and budget
. .D. Standards as measures of efficiency
.E. The control process and essence of control
F. Tne usefulness of flexible budgeting in the control process

Analysis of Variances--A Part of the Control Process

A.-“Material variances--price variance, quantity variance
~ Lebor variances=--labor rate variance, lahor efficiency variance

Measuring capacity and the choice of capacity level for control
\

“ontrol of capacity--expected idle capacity variance, volume variance

Measuring effectiveness variances in dollars rather than physical
measures v
Y

1. Lﬁnitationsj f monetary measures .

2. Using contribution margins as approximations of uovorstunity costs

v

F. Analysis of overhead variances

Responsibility AccountingﬁSystem

A. Characteristics. of [responsibility accounting

8. ‘Controllable and non-controllable costs

( .
1. Distinguishing features of controllability

2. Assigning costs to individuel mzs~gers
C. Cost allocation for the purpose of e responsibility accounting system
1. The factors influencing the question to allocate
2. The behavioral consequences,of full allocation
- The Contribution Margin Approach end Net Profit Approach
A. The characteristics and usefulness of each approach

B. . The limitations of each approach

29




. Ce The contribution margin approach and production decisions -

D. The contribution margin approach and merketing decisions

Financial Surrogates and Measuring Divisional Performarice

A. The impact of management accounting systems on d1v1=iona.l behavior
1. Accounting 1nformtion as motivat:.on devices
2. Orgamzationa.l goals and accounting information ‘
“3; -mvis:.ona.l' pressure and manipulating <ivisional accounting reports
Profit centers and cost centers
.le Measurement proolems of assets, capital
2., The rules governing divisionel reporting of income
Financial indicators of divisional performance
1. Rate of return on investmént--a.dvantag’es and weaknesses
'2. -Controllable profit--budgeted or actual
3.  Residual income 4
~

-

D. Transfer pricing . R

" 1. Methods for prioing@r goods--cost, market price, negotiated
prices

2. Implications of divisional income and measuring divisional perforn;ance

Relevant Costing .

A. The kind of '-daj:a needed’ for special decisions
B. “Meaning of r-'eleva.nt costing

C. The type of dec:.eions for which relevant costing is relevant

1. De]etion or addition of produftc or depa.rtnents

2. Make or buy
3. Replacement of ‘old machines
L, Pricing decieions

Product Costing and- Product Pricing

A. Job order and process costing




!

: Y (i h
'B. Absorption costing for product costing system-

C. Direct costing for product costing system

o
B

D. Steandard costi’ng for product;'costing system

E. The economist's views on pricingtﬁnd the relevance of proddct costing

Recommended Texts:

van ngne,~Jame§‘ET—§hhdémentals of, Finanéial Msnagement, (Prentice-Hall, Inc.,
— ~Englewood Cliffs, N.J.) 197L.

S DU

b thnson, Robert ¥, Financial Management, (Allyn and Bacon, Inc., Boston, Mess.)
L " bth Edition, 1971, ‘ _ : : »

T Walker, Ernest W, Essentials of Financial Man ement, (Prentice-Yall, Inc;,
Iy Englewood Cliffs, N.J.), 2nd Edition, 1971,

- Prather, Charles L, =nd West, James E. Financing Business Firms, (Riéhard D.
! Irwin, Inc., Yomewood, I1l,) Lth Edition, 1971, ‘

3

.. - C.L.U. Study Guide: Accounting and Finance ,{The American College of Life
3 Underwriters, Bryn Mawr, Pa.j 1971, ' ,

Horngren, Charles T. Managerial Accounting, (Prentice;Hall, Inc., Englewood
Cliffs, N.J.) 2nd Edition, 1970, ’

ow Y

Moore, Carl L., and Robert K, Jaedicke, Managerisl Accounting, (SouthQWestern
Publishing Co., Cincinnati, Ohio) 1967,

Anthony, Robert ¥, Management Accounting, (Richard D, Irwin, Inc,, Homewood,
© I11,) Lth Edition, 1970. , , .

’ l‘
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Unit IIT: Monetary Environment |

I.  Money and Credit
o _ A. Money and the Economic System
1. Definition

2. Money and the Unit of Account
3.- Money, Assets, and Liquidity

PRt

a. Money &and wealth
b. Money and liquidity
c. Reasons for holding money o

5 : . 4. The Role of Money

) ' a.’ The importance of money in the economic system
H b. Rudimentary monetary analy51s

B. Money Types and Standards _
- 1 : 1.. Kinds of Money
a. Physical types
‘b. Full-bodied and token money
c. Legal tender money

2. Monetary Standards

a. Commodity standards
b. Non-commodity or paper standeards
c. The importance of the monetary standard

’

3. Monetary Developments

a. Usefulness versus uselessness
b. From commodity money to debt money

: g~ -y

~ C. The Present Monetary Structure of the United States

. Legal and Administrative Organization
2. The Monetary Standard. .
' The Money Supply of the United States

'
W
.

Ty | ranpyny
—

!

/’ a. Varying definiﬁions Ml,‘ s 3
’ b. The significance of the aggregates
c. The role of near moneys - :

g

d2

c. Changing conceptions concerning desirable monetary qualities
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D. Credit and Credit Instruments
1. Nature and Functions of Credit Instruments

a. Debt and credit
b. Credit instruments as a deV1ce for transferrlng control
over money : )

Tyves of Credit Transactions :
The Importance of Self-Liquidating Credlt Instruments
. Credit Instruments of Major Importance to Banking

&Ew o

Notes, drafts, and governments

a.
b. Checks, certified checks, and cashiers' checks
: ¢. Collaterdl loans -
: d. Term loans
~e. Other types

5. The Credit System ‘
" /

a. The layering of claims ° i

b. Maintenance of the continuity of ‘eredit relatlonshlns

c. Credit and econonmic stablllty

N e s

§ 6. Price-Tield Relationships .
{ : ' - .
a. Market price and yield i
“” b. Price-yield relationships for a Treasury bill i
c. Price-yield relationships for a “consol" . ;
d. Market prices and maturity
. e. Reconciliation of the coupon rate with the market yleld
i- f. Yield Curves = .
i II. Commercial Banks and Related Institutions ;

A. Nature, Funetfons and Ope}ations of Commercial Banks

S g

-~ k< Functions of Commercial Banks

. a. The commercial banking business
l . b. The structure of commercial banking in the United States

2. The Process of Money Creation

[ |
s

Cash flows and deposit changes

a
b. The lending process and the creation of derivative dep081ts
c¢. Interbank dep051t transfers

oot

3. The Theories of Commercial Banking

o
op

Traditional - Assumed adjustment of money supply to ! needs of trade"
Modern :

\

; T N :3:3
" N, . .
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Cd | o

B. Commercial Bank Deposit Expansion
1. Bank Reserves

" a. Definition and implication
b. Legal and nonlegal reserves
c. . The'functio‘!*s of bank reserves

2. The Reserve Ratio

,_ a. Fractional reserves ‘ )
i . .b. The minimum reserve ratio as a limit to deposit expansion

. 3. Cash Drain

i L. E.pansion Limits o "\\
o - a. Expansion limits of banking system with no external drain', B N
{ _b. Expansion limits of a banking system with an external drain
: c. Time deposits, financial intermediasries, and demand deposit\egcpanSion
d. Actual versus potential deposits: the role of excess reserves \

i e. . Expansion limits of an individual bank wi_thiri'a system of many banks
{ £, Qualifications relating to the expansion of the individual bank '

' ! " - ! . '\‘\
; C. The Bank as a Business Enterprise ) N
; . N

- 1. The Fundamental Banking Problem: Profitability vs. Liquidity
2. Management of Bank Liabilities '
i ‘&, DNeposit liebilities
. b. Nondeposit debt lisbilities
c. ‘Liabilities to stockholders

. N
r i . +

z : 3. Management of Bank Assets
a. The schedix],e of prioritfies' .
é b. Criteria of ‘portfolio poXicy -
i ‘ -t c. Portfolio policy alternafives '
' . d. Particular devices affecting bank assets
{ D. Monéy Markets and the. Adjustment of Liquidity Requirements
l 1. 'i‘he Money Market in Relation to other Financial Markets
b 2. Development of the Mo}[ley Market and Money Market Instruments
. 3. Organization of the Money Market -
. k. Interest Rates :
) ) 5. Adjustment of Liquidity Needs
E. Other Financial Institutions
) {', . " 1. The General Functions of Financial Inutitutions
2. Specific Services Performed by Financial Institutions
' 1 \ a. Provision of circulating medium ' 7
. s b. Expert management and administration
o . ' ¢. Information and advice
EMC X d. Facilitation of di\{ersifi.cation
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e. Provision o savings facilities
f. Acting ac intermediaries in security distribution
g. lending fucilities

3. Financial Services of the Federal Government {

e. Development of lehding activities
T ’ b. Major services provided

3

III.

Historica_.l Background of Modern Monetary and Banking Developments
A. The Currency History of the United States to 1900

: 1. Gresham's Law in American Monetary History

T 2. The First Period of Legal Bimetallism, 1792-1834
3. The Second Period of Legal Bimetallism, 183L4-1873
4. The Period of the Legal Gold Standard :

T — gy

B. Historical Background of the American Banking System

R nen

1. Banking Developments Before 1860

: ‘ " a. The First Bank of the United States, 1791-1811
? b. The Second Ponk of the United States, 1816-1836
c. Other Bankirg Systems and early developments

~

2. The National Banking System

a. Origin ' , .
b. Later history
¢. Accomplishments and major defects

———y

3. . Central Banking Munctions before the Federal Reserve

T Amamaty
LI

a. Activities of the Secretary of the Treasury
b. Banking substitutes for central bank functions

——a

IV. The Federal Resegpve System am} Instruments of Monetary Management
A. Structure and Functions of the Feleral Reserve System

1. - Organization of the Federal Reserve System ]

Sy

a.. Boapd of Gofrernors . . : o f
b. . The Federal Reserve Banks
i" _¢. The Federal Open Market Committee

1. _ d. Federal Advisory Council--
. - e. Member banks :




IO co—rennmcy

1
z;

B.

-8 -

.E‘u,ncti"ons of the Federal Reserve Banks

a. Control of credit and stsbilizstion of business conditioas
b. Bankers' banks .

c. Banks for the:government
d. Clearing and collection

e. Regulation and supervision
f. Miscells.nenus

Instruments of Federal Reserve Monetary Mans.gement

L

The General Instruments of hbneta.ry Control

-

a. The discount mechaniam.

* b.. Qpen-market operations

c.: Changes in reserve requirements

d. Limits *to Federal Reserve credit expunsion v

The Selective Instruments of Credit Control

a. mrgin requirements
b. Control of consumer credit' .
c. -Control of real esto.te credit

Tressury s.nd Other Influences on Bank Reserves: The Reserve Equation

1.

'rressury Instruments of Monetary Msnsgenent

a. Treasury currency issues
b. Treasury mns.gement of its cash bslsnces

Other Major Factors Affecting Bank Reserve's
. N .

[y
a -

&. Gold purchases and sales
b. Currency in circulation

* Sources: and Uses of Reserve Funds

a. The reserve equs.tion
b. Determ’aation of the volume of meuber bank reserves
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. Involves an analysis of the development of the corporate enterprise in this

. must operate, and the various elements which foster, condition and/or
""LEGAL ENVIRONMENT €————— MANAGEMENT <—— -3 PUBLIC POLICY

2. Agency Doctrines . 2. Three kpp'roaches to 'Z.Business - ‘Govern-

’ AREA TEAM: Professor John V. Collins

34

AREA OF COMPETENCY

Environmental Studies
B

country, its conduct, the internal and external environment in which it

v

restrict its. unlimited growth and operation T )

v

1.- The Corporate Concept 1. History and Growth of 1.The Political
o - ". ' Management in the . Environment
United States - ° - '

the Development of ment Relations
Management Thought ’

3. Coroprate Ménagement 3. The Social Environment 3.Regulation of
" and Control ~~ "of Business *. Competition (Anti-
! : v . Trust, Consumerism, etc.)

.~ 1 ¢
\ . . , .
. ) .
.
.

Professor L. Richaru Oliker

Professor Malcolm D. Schlusberg
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Environmen tal S tudies

The business enterprise, regardless of its structure (proprietorship, partner-

N ship. or corporation), operates in a constantly evolving environment. This

v ;: nrea is designed to provide an appreciation for this evolution and the internal
and exr.e'rnal factors which condition and/or impinge upon the unrestricted
operntlon of the business sector. As in the case with the other Areas of
Compctency comprising this external" degree, the content vlill be roughly

Lol

o equivnlent to eight or nine semester hours of study.

- 'l'm: development of the professional manager and the corporate enterprise, the
relationship between the two and the operation of both as part of a larger

soeietal enviromnent has been the subject of much writing and research. Every
&
sr.udent of management should be aware of ™ these relationships. This Area K

encompasses materials which may be grouped under these major sections:

»

I. "I‘he Legal Environment of Business ' )

L)

11. The Development and’ Operation of .Business Management ?

TI1I. The Political Environment and Public Policies Toward Business

L The Legal Environment of Business

e

The "most impo'rtant form of American business enterprise is the corporation.

‘4o
)

The- cffecr.ive business manager should unders..and the legal nature of the

cor‘po"arion and the rights, duties and powers of various parties affiliated

- qith the corpo(rate enterprise.
’j.,\'. e - B
i Crea"ion pf a corporation requires sanction by the government. Once -

o sanccioncd. cho_ law treata the corporation as a separate legal entity. The

]

0nt£t:y' stat.us shields the shareholder from liability imposed on the corporat'ion.

Hd-»evex. 1n exceptionel cases courts uill decide tifat Justice- requires that’

.' . - N - ( .
they ignore the separate entity and impose liability directly upon share-holders., v

S
‘x
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. economic and industrial climate of the countries.where it originated and flourished.

| 36

) 3 \

Managers should understand the\separate entity concept and the ways in which it

. h A 3

facilitates and constrains the business activities of the corporation.
As a fict:.tious entity, recognized by law, a corporation can only act J *
through agents. Employees can impose tort, contract and criminal 1iability on
a corporation. Managers should comprehend the principal -.agent relationship

-and the circumstances under which agents may impose liability on the corporation.

———— . —

Most significantly, the managers must know of the rights, duties and

R L *

powers of shareholders, directors and officers. Actions by mem;f each of"

these groups is limited and can only be exercised when certain procedures are e

followed. Duties of care, loyalty and disclosure are imposed under c/ertain .

circumstances. ) The--legai-—interrelationship of stockholders, directors and )

S e e s

officers wi11 contribute to the determination of where within the’ corporation

decision—making power is. located The evolution of this power its application

, IRt

~in a corporate setting, and its societal impact are viable aspects of business .

operations which must be considered on the part of all managers.

II.

The Develo ment and Oj eration of Business Mana ement

Management has evolv d as a distinct and identifiable inte11ectual activity

‘that lends itse1f to study, research, experimentation, teaching and practice. _

Its development indicates a chronological re1ationship to the evolution of the
"In this country, the genesis of management thought was from the operative or
work - force area (via Scientific Management) in Europe it was. from the executive
level of general administrative management._‘ This development resulted from
contributions of certain disciplines such as engineering, economics, mathematics,

psychology and sociology. Management thought is now capable of contributing concepts '

and ideas in return to these disciplines which nouriéhed its origin and growth.

SN

kLl . . . . - .
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Economic, social and political systems always exist within organized ™

/

'socfety, and reciprocating institutional forces are constantly at work. A

'choice7of objectives\for business firms must be made which are economically, socially,
and legally juStifiable and_acceptable'to organized society.. Professional

managers, owners, or some type of leadership must be able to successfully employ

some process of decision making to choose the objectives necessary for the

survival of the enterprise within its specific environment.

. Facilitating,aids to decision making in choosing courses of action are:

(l).a basic process for acquiring and ordering the resources requiredeor the .
operation of the firm; (2) aspects of'the behavioral Sciences which can be

>

utilized for dealing with problems arising with the human resources of the firm,

- '\
and (3) techniques and strategies for problem solving, such as operations

research toolsvandsmanagement science methods . .
: Managerial decision making must be accomplished in a manner which acknowledges.
the firm s recognition of its’ responsibility to various constituencies such as
owners, stockholders, creditors, customers and the general public. Decisions
involving capital material and human resources are. subject to certain constraints
imposed bi’Various government agencies. The firm thus operates in an environment

: which is subject to both. established and changing oarameters.

III. The Politiéal ‘al Environment and Public Policies Toward Business

3

Public policy also plays ‘an important role in the direction of the business
economy and the parameters it poses for managerial decision-making. Public policy
in this context refers to thekoutput of’the legal and political~systems that have --—
.a great impact on the total environment in which the business firm operates. -
In order to comprehend this impact it is first necessary to understand the

political Pprocess from which-it emanates. This requires some knowledge of those

-
~n

'political institutions that are engaged in the policy making process, and more

' o —
) S . . . . . . ‘\ .
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' importantly, of the forces that operate upon those institutions. “The American
o political system is perhaps best described as pluralistic, and it is important
for managers to have an awareness of how power is distributed within the system

-and the kinds of influences that are brought to bear on policies, rules and

|

. decisions enforced by governmental processes. It is necessary- that the manager~

N N /

N \\further understand that business itself is a major actor (or _more specifically
‘;j'--\\collection of major: actors)within the political process with potentially '
'. substantial impact “on this segment of the environment.
g; : The basic assumption of American public policy towards business is that the

. private firm is the normal means for the distribution of goods and services to the

public, but that it is.appropriate for the government to intervene. when deemed .

Y S

essential to redress imbalances and to serve the public interest, as that becomes

defined in the political process. It is important to understand that government

"Z and the’ business community have become increasingly interdependent, -and that

hpublic intervention is suppIemental and facilitative as well as prescriptive and

e et —— g e L - —

--corrective.v The multiple and varied aspects of business-government relations must

be ‘considered,- with the impact of government described in terms of both its

promotional’ and regulatory roles. o ' - . '

g ; o The manager must be specifically aware of those particular. rules and policies
‘}-,; J '//}‘ .’mhat pose parameters on his conduct of the firm. -The final segment of the section
.g. ~i. S on- public policy describes in some detail‘how government controls competitive
? | . practices through operation ‘of the anti -trust laws and- other statutes that regulate
g. ‘l . trade and competitive practices. The content of that regulation must be viewed

' i 'i - . in terms of 1its social and political inputs as well as formal legal processes
and subsequent economic impact. The segment is. ¢éoncluded with anﬁexamination of

5. - ‘recent trends in regulation and ‘an analysis of the prospective future direct ons. ' ot

<
il
&




39

-

~ OBJECTIVES

l.';Thegkegalenvironment of Business

The primary objectives of this segment of the Area are to provide an .
understanding of the corporate concept, the role of agents vis a vis the
corporation, and the rights, duties and liabilities of corporate share-
holders, directors and officers.

The student will be expected to be able to: . . C-

1. Define the - corporate concept and distinguish the corporation from

other forms of business enterprise. o . o

2. Analyse the advantages and disadvantages of-incorporation of a

business enterprise. SR ;/’ “-
3. Describe the basic steps'of incorporation.

4, Demonstrate an understanding of the term "close'corporation".and
describe the legal significance of such an enterprise.

5. Recognize the business and legal status of the corporate promoter.
6. Define the principal-agent relationship and to describe its legal
significance. |

k]

7. Describe the various sources_of authority of an agent.

8. Define the agency doctrine of respondent superior.

9. Trace the necessary legal steps for valid action by corporate

shareholders.

10. Trace the necessary legal steps for valid action by corporate directors.-m

2

. 11, Demonstrate an understanding of the process of voting by shareholders.

.

12. Describe the division of power between shareholders and directors. :

13. Analyse various methods of delegating corporate power by directors.

19

14, Describe the, problem of corporate deadlock and varying means of resolving

such deadlock
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15. Understand the duties of officers, directors and controlling shareholders.

16 Describe the duty of care owed by officers and directors and the parameters B

of:such duty.

» 17. Define the duty of loyalty of- officers and directors and describe the

situations in which such a duty comes into question.
. 4 18. Describe- the duties of controlling shareholders to minority shareholders.

Lo 19. Anaiysé the problem of trading in. corporate shares’ by persons with "inside" -

g‘ . “information. ) ‘ _
s I The Development and’ Operation of Business Management

o

The basic purpose of this segment of the Area is to provide .an understanding

of the process of management, the behavior of individuals within organizations o
»and the consequent/effecfs\of organization upon individuals, and the application
of management techniques for decision making and problem solving. T

. % l The student will be expected—to-be—able—tow

. 20. Describe ‘the genesis and evolution of the four indentifiable stages in

-

the development of management thought in the United States. ]

y

21. Define Scientific Management in. terms of the several functions inherent in

«

its operation.

22. Describe the management process, list and define its four basic elements L

and discuss several applications of the process to given management situations.

23. Demonstrate a.sensitivity to the impact of organization upon the human

resources of the firm and describe the results of the Hawthorne Studies which

1
;s

EA led to the recoggition of the reaction of the work force to organization. o _
A . .
i . 24. Define a "hierarchy of needs" and describe at least five dys-functional

\\ aspects of the non-satisfaction of such needs. - !

~a

y )
25 Demonstrate an awareness of the various types of motivational techniques

§_ A available for managerial use by listing at 1east four and discussing their
: - TQ . ' application to given situations. : . vl _ L .o : .
- Q ]' _ . N 1
ERIC 4 T a5 .
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three of each)

- 30. Trace the development of systems management and describe its broad value

-32. Discuss the application of at least six (6) contemporary decision-making

41

26. Discuss the Place of authority, accountability and responsibility in an - °

organization on one hand and power, influence, and status on the other.

27 Recognize and define various leadership theories and styles (at least

28. Discuss given organizational objectives and the means by which they may

be accomplished.

A}

29. Define the process for implementing organizational .change.

-

in terms of the interaction:of complex organizations.

¢

31. Describe the decision-making process and the requ{rements for and timing

of informational.inputs and communications in this process.

.

techniques, some of ‘which may be specific operations research tools.

);’*/?,w.
33 Discuss the relationship and apparent conflicts between the three e
approaches to management thought.
34. Critically analyse the social responsibility concept of management in
today's society. - I IR . -
35. Demo;strate an awareness of the economic, legal and social factors which

.
impinge upon the unrestricted operation of the firm. _
III The Political Environment and Public Policies Toward Business\ )
The primary emphasis is to give the student a basic understanding of the -

political environment, an awareness of the role public policy plays in the direction‘

of the business economy, and knowledge of specific legal and regulatory parameters

on the conduct of the firm.:
The student will be- expected—to' T ‘f<"~ T T

36. Define the nature of the political process in American society.

+37. Recognize the distribution of - political resources and the basis of power

and influence in American politics.

46



s, b
N ]

v

—a

44. geeogniz’ the administrative framework of agencies and procedures within

i) .V 5'"

o

-
U She b
e e
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-
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- 38. Describe the role played in the publir policy process by the relevant

.41. Demonstrate an awareness of the nature and scope of business government

—

-b7._Demonstrate a sensitivity to the relationship of indistrial organization

42

political institutions.

39. Trace the development .and impact of interest groups on the public policy-

making process.

40, Critically analyse the role of business within the political envirgnmentf/////

relations. o i //
42. Trace the development of political and legal responses to the- problems—o

a complex industrial society. o ' ' :
43. Understand' distinctions between bus regulation and economic planning, '

and also between governmentfinterference and facilitation of business.

which regulation takes place. ’ -
45. Recognize the role of government as manager within the economy, as promoter’
and facilitator of business, as a regulator of busines: vractices, and

as a framer of the economic environment through its contracting and

[ 4

procurement policies. ‘ o T -

"46. Project future developments in Business~-government relations.

to the demands of public policy (kinds and degrees of competition, etc.)

48. List and describe the primary legislntive‘statutes regulating competition. .
49, Recognize the current .status of government policy towards mergers, acquisi-
tions, and consolidatiors, and demonstrate an awareness of problems such as

§
measuring concentration and determining the relevant market.

50. List and critically analyse current guidelines set forth by government

' agenﬁies_regarding mergers and acquisitions. \
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51, Reeognize, describe, and critically dnalyse the najor components_of-

-

trade regulation’including rules covering price fixing, price discrimina-

lvm-;r..

tion, tying'agreements, unfair ‘and frauoulant/ffade practices, etc.
-, —

52. Trace recent°developments/in consuwer protection by the government.

At g}
’

53. Discuss thefagenEies, .procedures, and sanctions involved in the

ovetin

orcement of anti-trust and trade regulation. ' - f
54 Recognize and, critically analyse-the principal problems and policy decisions
involved in the enforcement process of anti-trust and trade regulation.

55. Recognize and critically analyse current trends in anti trust and trade

i ——

regula}ion, and to project potential future developments in the regulation

of competition. . . :
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I. The Corporate Coricept

' , ENVIRONMENTAL STUDIES

-A. Alternative Forms of E_nterprise = The Decision to Incorporate
:' 1. . Individual Proprietorship | |
: | 2. Partnership | l . .
3.” Corporation ‘ o v "
B. Creation of the Corporatiorl' , _
1. E}sential Steps ‘ . | -
' Certificate of Incorporation

b. . By-Laws

.| . Ce ;Organizational_l Meetings

W

\

2. Defectively Created Corporat'ion
C." Characteristics of the Properly Created Corporation : "
1.. fEntity Theory

a.” Limited Lisbility | | - : R

b. Piercing the Corporate Veil
Y

T Limited Corporate Power

d. "Persﬁ"\ r "Citizen" Status within Constitutional and o
, or )

Statutory Provisions

2.. Close Corporations

D. Pre-Incorpbration 'Promdter's Contracts

‘l. Practical Problems of Obtaining Pre-Incorporation Contracts

| ‘ | 2. Promoter's Liabiliey S . S
3. Corporation s Liability )
, ( | . IL.- Agency Doctrines . s R : ‘ _ g
o ' .A. Corporations Can Act Only. Through Agents .
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F. Duties of Management and Controlliné Shareholde"rs
1 Duty of Care of Officers and Directors

a. Negligence Concept

(1) Standard of Care
(2) Causality
b. ' Business Juadgnient llule
c. Indemnification for .Legal Expens“es
Duty of chalty of Officers and Directors _
Fiduciary Concept _ \
Co‘rponate Opportunity
Competin'g. with. Corpora«tion‘
. DealingA with. Corporation .
e. Interlocking DirectorShips
'Dt‘x‘tyl of Controlling ‘Shareholders
‘a. Extent oi:' Duty e
b.. 'Disacharge of Duty

‘Transactions. in Shares by Directors and Controlling Shareholders

"‘a.” Common Law Rules : ': .

v

. b. Federal Legislation: co\ncernin'g disclosore of "inside" infor-

mation )

c. Sale of Corporate Control '

IV. The Development of Management Thought'- .

- “A. ' The Evolution of Management Thought in the United States
1. The Internal Environment - Managerial Evolution in the Firm
2. The External Environment - Managerial Evolution in a Societal.
«.Setting (Involves the interaction and development of the Divisionw -

' of I_.abor, the Protestant Ethic, Social Darwinism, Organiz_ed Labor, etc.) ‘A

oA
h

-

02"
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. B. The Social lm\pact of Organization

1. The Individu\a‘ Within-On-the-job and 0ff-the-job Satigxfact_iOns

>
1 23 Economic Effects of Industrial Organization
; . ‘ C. Three Approaches to the Development: of Management Thought: ‘
' 1. The Traditional Approach . . _' . . L
. i . " 2. The Behavioral Approach .

' - o 3. The Systems Approach
:- j D.. The Future for Developments in Management:
] V. The Traditional Approach o ) .

. - A. _Scientific Management o L o N .
’.‘ * - . ) ) - ’ ' Lot ' )
A ) A Source and Development of Scientific Management i B )

’.

oo 2.", Contributors to Scientific Management (Includes Taylor, the
Y . g L _ Babbage, Gilbreths Fayol Gantt, erson, Towne, etc )
o o 3. The Functions of Scient-ific MZ:]gement- ) |
o C L . a.". Time and Moticn Study .

{_ .f b Wage Systems.and Work Incentives : o
| c. Preparation of the Woric Force - T

i . . . - iy

~ . B. The Managenwnt Process, . .
. Identification and Ranking of Objectives . ) _ A

. b Measurement of Objectives

. - . 8Cs Forecasting - Future Alternatives.

v

.
Vgt

d. Timing ang Implementation of Planned Objectives . )

{ ‘2. Organizing S
{ . .

a. Traditional Principles of Organization
§ : —im 7=~ (Useful only as first approximations in the organizing function -
o L are, generalizations which relate to human areas- in any organiza-
-~ . ‘tion and involve Unity of Command The "Exception Principle,"
:L ' . . Span of ‘Control, Departmentalization, Decentralization, etc.)
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Functionalization
Ty Formal Ofganizations

= (85 Informal Organizations

Hotivating L L . ' i

“{To be covered in detail in Section IV, introduced only as
pact oi .the %anagement Process) ‘ »

‘<' ]

a. The ﬂced for Hotivational Incentives Within Complex Organizations

. Y

g, Hnslau. The Hierarchy of Needs

Vi. The 8ehuv1mrul Apptoach

€. "“atkinson 8 Lau}" "The'Peter Principle," and "Oné Upmanship"

Controlling ,.VTQ-

“a. Tbe Required anironment ror Control

bc Canttol of Resources

v

c. %ecdback Loops in Control Mechanisms

.

£gundations of uuman Behavi

v "; 1' :
.'. 2¢

'ihfl H&tivocion and Bthavior

N
.

%
a2,

"

Ruptesaioma. etc '}

)

nwthorne Studies -

nppllcations of the Behavioral Sciences to Management Situations

I

i
i

“Maglow, Hetzberg and Need Satisfaction_

.l'

Dvsfunctionnl Aspects of the Non-Satisfaction of Neegs.

',3-Defcnsivc Behavior Patterns (Involves Withdrawal Compensation,

L IEN bl
.

b, Con£litt Within the’ Informal Orgénization

c. Hanagurinl Obsolescence

e 3 ’

-
B
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\

Motivational Techniques
N

a. -Management by Objectives

b.- Participatory Management
c. C Job Enrichment '

d.; ‘The Management Audit
, Informal 0rganization

The Basis for Group Formation .-

Types of Groups in Organizations

' Characteristics of Group 0peration (Role, Status, Norms,

Sanc\tions , etc.)
.

D. Organizational Leadership

l, Pov},er i"'-,\and Influence as Characterizations of 'Leadership
2.+ Leadership Theorles (Trait, Situational, and Personal Behavior) Q
3. Leadership Styles and Categorizations (The Managerial Grid,

The House Model, The Likert Scale, SensitiviLy Training)

C E‘. Organizational Development and Change -

o

-

' Organizational Objectives ) § .. _

Organizational Control (Technological.versus Man-Made-Elements

of Control) | |

‘The Management of Change (The Environment for Change, Recognition
" of the Need for Change, Problem Recognition, Altematives,

Selection, of Strategies, Implementation, Control of Change)

.

VTI. The Systems Approach
e ¥ PP

A. Aspects of Systems Management

1. Uses and Types of Techniques




....

V20T Development of a Syste.m
. a. Detergnining Systemnis Requirements
b. Design of a New System

v B. Decision Making

T T S
B . .
. - ’ .
— esmsl G BN .
o , . . °
,
13
AN

/
1. The Decision-Making Environment (Certainty, Uncertainty, Risk)

-
' 2. The Process of Decision Making (The Intelligence, Design and
T - T (fhoic'e' Activities) | - ,
- 3. Information and 'Communications Systems ) .
[ .\\.' . 4.. Application of Specific Decision-Making, Techniques (Break Even
o : ' Analysis, Operations Research Tools, 'Heuristic Problem Solving,Etc > I
.C."' Human Problems of System Management : \.‘.'.‘,.;:“.:‘:\ N
S p - p.' Synthesi's of the Three Approaches to Management Development’ '(As an
L. Integrated System)
. t . VIIL. 'The External‘ Environment o _ B . \
! ,' o . A. So_cg.al Respov.sibilitiestof Management
/ o t ‘ o 1. Business Ettilcs and Legal Parameters
/ 2. Community Needs N
" 3. Business Re‘sponses.—/: S N -
L 4 . a. 'Involvement in Social Problems
‘.f;-—-~'~'_3 . " b. Dimensions of_Corporate Philanthropy " 4 _ i B
_ - \______/ 4. The Assessment of Responsibility B _ o N \2 . y
N ' | +a.  The Problem of Accountability ) . ‘. | " : . Vo
| B. External Restraints : o > : a
! " 1. Sociological . ‘_ | e . :
2. Economic oo | _ \
I 3. FPolitical ., g - o |
g — :
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IX. The Political Environment.

The Political Process

L 1. The Meaning of Politics: "Who get what, when now"
' 2. Legitimacy and Authority: The Role of the State/
v 3. The Distribution of Political Resources

; 4. _Power and Influence

? 5. .Political Values in. the American_Context

| . 8. ‘American Political Institutions 4

%i"“' i -~ 1. The Federal Government _

; a,//lhe Presidency

E b. The Congress

i c. The Judiciary

| ~ . dj\"The Bureaucracy

‘ g . ; :
! IR 2, Federalism and Decentralized Political Decision-making

VL C.- Pluralisn: Interest Groups and Governmental Processes N -
| 1. The Nature, Scope and Funcrion of Interest Groups
Y ; 2. Potential Interests and "The rules of the game"
- o ‘ 3. Policy Making Within the Pluralist Model™ -

%2 ; : a. Bargaining and Coalition Formation

| l

R = . b Socialization of Conflict and Accomodation of Interests
:’ ‘ v
S c Proble 3 of Access to the Political Process

L \.
. . D. Business Participation in the Political Process (Anticipatory and

S
.

Reactive)
K ' N
1. Participation in Electoral Politics ' - T

Lt d

o 2. Participation in Governmental Politics (Public Policy Decision-making)

. ! _ . o
o

ot . . o
[ .




X. Business‘Government Relations
A. Nature and Scope of the Business-Government Interface
1. From Laissez Faire to "The New Industrial State'"; the Development of
"Democratic Responses to the Problems of a Complex Industrial :ociety
a. Balancing Economic and Social Interests:
b. The Distinction Between Business Regulation dnd Econcinic Planning

c. 'The Distinction Between Government Interference and Facilitation
Business |
2. Federal and State Regulation of COmmerce
3. Taxation of Business
né.. The_Administrative Framework: Agencies and Procedures
.B.. Government as manager |

1. Managing the Economy

a. Assuring Aggregate Demand,'Bconomic Security, and Economic

" Stability - I S
_...,~\‘<
Managing Natural Resources - -

a. ResourceiConservation.

b. Environmental Quality Protection
Managing Public Services and Enterprises
, .

“a. Competition with Private Business

b. New Developments. Comsat Amtrack, etc.

e

c. Government as Promoter and Facilitator of B//iness/////

l. Grants, Subsidies and Trade Policies °

2. Tax"Behefits (research, development, resource utilization, etc.)
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Services to Business (evérytﬁing from building roads and airports

to furnishing economic statistics' and weather forecasts)

Small Business Assistance

‘Loans, Guarantees and Insurance Programs

Protgéting Proprietary Interests: . Licensing, Franchises, Patents,

1. Anti-trust, Trade Regulation and Consumer Prdtec;ion (brief_survey--'

"Trademarks, etc.

vaerpment as regulator_of business -._-

-

covered' in detail 1in XI below)
Public Utilities o
T;ansportation,and Communication
Banking, Securities and Insuraﬁce
Labor Organizations

EmploYmeqt Practices
Environmental Despoliation

E." Government as Buyer .

1. Scope and Impact of Government Purchases and Contractiﬁg

2. Procurement as Reéﬁlation (employment practices,’stocﬁpiling, etc.)

3. Contracting out of Public Funcfions“

a. Conée;n with the Militaryélndustrial‘Complex

F. Projecting Future Developments in Business-GoVérnment’Relatiqns'

XI. Regulation of Competition (Anti-trust and tradélregulafibn)
i . ) o

-

- A. Industrial Organization and Public Policy
1. Monopoly and Oligopoly

2. Competition (ﬁ%rfect, workable, effective, and free) -
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3. - Legal Responses Under the Commoii Law

4. The Statutory Response

a. Sherman, Clayton, Robinsbon Patman, etc.

13
-—

B. Mergers, Acquisitions and‘Consolidations
v 1. Forbidden Practices - Vertical'and.Horizontal
' a. Measuring Concentration

b. Detefmining the.Relevant Market

o . y . 2. Conglomerate and_Product Extension Mergers

a. " Potential Competitors and Trade Practices

3. Mergers in Regulated Industries and ‘Exemptions from Amti-trust

4. Development of Contemporary Guidelines and Restrictions

Sy : C. Trade Regulation

1. Combinations and Agreements to Exclude Competitors and Exchange

\

Information

i .

' ‘ ‘2. Price Fixing'(prohibitions:and exceptions) o c “‘ B

ey

3. Pfice-Discrimination (prohibitions and exceptions) L o o, )
} o 4, Tying Contracts and Exclusive Dealings

. : : /
. ' ~ - 5. Resale Price Maintenance .

Unfair and Fraudulant Trade Practices

[«
-
s

. o 7. Advertisin%, Labeling, and Disclosure L C o z {
' . AN ) - o o
- 8. Special‘Conce?ns (foods, drugs, etc.) ' A =//
J SPR Y | » - ‘ ' o .
3 9. Recent Deveiopments in Consumer Protection T - T

D. Enforcement of Anti-Trust and Trade Regulation

- {' 3
i o 1. Agencies Involved -

'a.~ FTC, Justice Dept., and Other Federal and State Regulatory Bodies-

[Py
1 -

b. Problem of Uniformity and Coordination of Enforcement Policies
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5.

b. Regulation as a Deterrent Measure—.

S 56 °

’Judioial Fdrums and Legal Proceedings

‘ Sanctions

a. . Regulation,as'a Corrective Device

R

Problems in Defining the Public Interest in Anti-Trust and

¢ - ~¢

Trade Regulation

a. Who'shouldlbe Protected: Competitors Competition, or Consvmers?

Political Inputs into Enforcement Decisions

¢

- Projecting Future Developments in the Regulation of - Competition'

l. Class Aotions' nd an Expanded Role for the Courts

2. Legislative and Administrative Developments
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: ' E ENVIRONMENTAL STUDIES .

| . % . BIBLIOGRAPHY ' o

I. The Legal Environment of Business
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- Frascona, Agencz (Englewood Cliffs. New'gersey, Prentice-Hall,
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<
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j
(Homewood Illinois. Learning Systems Co., 1971)., " ) # .
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Instruction (New York: McGraw-Hill Co., 1969)
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] : . hall, INc., Second Edition, 1971). T~

Lott Richard W., Basic sttems Analzsis (San Francisco. Canfield -
}‘ ' ' Press, l97l) . .
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Perlick, Walter‘.(, Introduction to Business -~ Programmed L arning
“Aid (Homewood Illinois : Learning .Systems Co., 1971). . ' ‘ '

Management and Organization (Southport, Conn.: Future lieéourc/es

and Development Inc., 1971). A programmed independent study course.

Churchman, C West, The System. Ajproach (New York: Dell Publishing

Co., 1968). - . ) - )
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-y JIII. The Political Environment of Business . '
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{ ) < Corley & Black The Legal Environment of Business (New York.

. . -
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McGraw Hill, 1968)

Required readings: \. Howard, egal Aspects of Marketing (New York" .

McGraw Hill, 1964) ) -

Marcus, Competition and the Law (Belmont: Wadsworth

Publishing Co., Inc., 1967) - ' C

b &

_ - Musolf, Promoting the Geneial Welfare. Government

. and the Economy (Glenview, Ill.. Scott, Foresman, 1966)

-

1: . S , ~"  Dahl, Modern -Political Ana;ysis (Englewood Cliffs

New Jersey, Prentice 1all, 1963)

Alternate text: Mimd & Wolf, Industiial Organization & Public Policy

- haraagrd

i (New York: Appletonfbentury—Crofts, 1971)
(The best available - but .perhaps a bit advanced for undergraduates. = '

Use of this would negate the above required readings except for the

¥ e £

Dahl. Students who found the Mund & Wolf too difficult could refer to

ianataed

v Howard Marcus, and Musolf

y o ' Background » readings :

N\,
.
~
‘}"‘“’“5

. Low, The E‘!conomics of Antitrust: Competition and Monopoly (Englewood
I ‘ Ciiffs, New Jersey: Prentice -Hall,'19685 ’ o

2
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Einhorn & Smith, Economic Aspects of Anti-trust: Readings & Cases

(New‘York: .Random House, 1968)

§

Sichel, Industrial dggggization & PubliEAPolicy: Selected Readings

- "(Boston: Houghton Mifflin, 1967)

Dahl, Pluralist Democracy in the United States: (Chicago:. Ranp

McNally, 1967)
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" Richard H. .Evans
-Richard J. Hopeman
Theodore 0. Wallin’

LOGISTICS

’

The term logistics may be defined as the management Of products and services
frem the point of origination to the point of acceptance and use by the
customer. Logistics includes the functions of procurement, production,
marketing and transportation. The relationship between the functions is
~depicted in ¥lgure 1. o

L]

-

Procurement §'Productionﬁ Marketing
' | — Transportation —

Logistics in this course must be viewed in a generic .sense. That is it should
not be considered to be analogous to transportation or physical distribution

" . from the point of production to the consumer. Rather logistics in this course

should be interpreted in a broad sense that involves the creation of time,
Place and form utility. - '

In order to coupreﬁend the depth of the ;ubjec; of logistics the functional
concepts mentioned in Figure 1 will now be defined, They are defined as follows:

Piocixrement -;' this term refers to the purchasix;g 'at_:t:ivit:iés that are pérformed
by an organization. : -

‘Production __f»__t;hi_._s.__égncept: involves "the creation ‘of things or services which -
“"are directly or indirectly capable of satisfying human wants." 1 C .

Marketing - this function pertains t:o_..'. t:he‘.analyzing, brganizing, and
planning, and controlling of the firm's customer-impinging resources, policies

. and activities with a,vies to satisfying the needs and wants of chosen customer
. groups at a profie," .© o, - ) Lo .
Transportation .- this concept involves all. .those activities that pertain to
transferring a product or service from one point to another. The transportation

activity is ‘concerned with the physical, flow.of goods or services.

This course will be divided into six main areas:

‘o ., Bnvironmental Analysis .
" Product Decisions '
Physical Distribution Decisions -
External Communication Decisions
Procurement Decisions
" Logistics Information Systems

: 1 E. E. Nemmers, Dict:iona;:z of Economics and Business (Totowa, N.J.:
Littlefield, Adams and C 1966), p. :

0. , "331. .
\\ 2 P. Kotler, Marketing Management : Analysis, Planning and Control
(Englewood Cliffs, N.J.: Prentice-Ha 1, .Inc., 1967), Pe. .
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" The systems approach will be uged to tie and integrate the various sub'ject:a"

~objectives are examples only and they shou_ld not be construed as being .

,.'
k3

<

and areas in this course together. Other approaches could also be utilized

in the study of logistics. As an example, the macro approach that is concerned’
with logistics in the nation as a whole could be employed, Or, at the opposite
end of the continuum,. the micro approach that pertains to.an individual® )
organization may be used. This course will emphasize the micro approach, The

functional, descriptive, quantitative and ‘qualitaf’:ive-apprpaches may also be -

~ used to study logistics. As this course is concerhed with the managerial aspects
. of logistics it may be assumed that all four approaches - functional, descriptive,

quantitative and qualitative - will be employed and incorporated in a unifying
mamner with the systems approach. The aforementionec_t'fwr approaches, however,
will be subservient in use to the managerial systems approach. 1In this course
the management aspects of ° logistics will be emphasized. In other words, the
areas of analyzing, organizing, planning and control will be conmsidered relative
to the subject of logistics, This. is not a descriptive course nor:a functional
course, rather it is a course in logistics management, .

Numerous reasons exist why such a course is useful to a manager., Two main
points will be mentioned. First, the logistics area is dsually the most
cost incurring or expensive®in an organization., Therefore, it seems reasonable

4

. that a manager have some understanding as to how to most effectively manage

this area. Second, a course in logistics is useful as most organizations-
whether they be private, public or quasi-public are involved with or related

~ to the activities that are performed within the logistics domain. Due to’

the importance of the subject of -logistics in an organization and due to its
applications on a multi-organization basis, the subject of logistics is one
that should be understood by a student of management, ' '

At the end of each module 1is a .list:.of behavioral objectives. These behavioral

inclusive and £ inal, ) — .
l.: Introduction to Logistics
Course Qutline

Definitions .

. Historical Development
JFunctions' . - ’
Beliavioral Objectives (Examples) '

Define the terms procurement, transportation, market:ing; production, and
logistics. h " '

- marketing and production .

Draw a chart showing the stages of development in transportation,
- production and logistics. ' ) '

List ‘the functions that are involved with the subject c;f logistics

List what may be included in the subjects.of procurement, transportation,

1

2, Systems Approach
Course Qutline: .

———




L,
_ Course Outline

pefinition
Materisl flow
Inputs
Transforaation Process
Qutputs
Cooperation uith other approaches
Behavioral Objectives (Bxamples) -
Define the term system
Draw a8 hypothetical materials flow through an organization
List vhat s in an fnput
‘List weht is {n a transformation unit
. List.vhat {8 {n the output section
n-eflne the other approachea that may be consid ered in the study of logistics :

Environmentsl Analysis I

Course Qutline

Econoaic Factors . Market Factors
Cocpetitive Factors Business Factors
‘Union Pactors Political Factors
Legal.Pactors - Social Factors

" Sehaviorsl Objectives (Examples) .

Froa woong six factors choose the two that are most i.mportant from an

. ecgnooic standpoint, .

Proo eoong five factors choose the two that most affect an .organization

. from 8 cozpetition standpoint.

List five affects of a union on an organization.

List tvo lavs that affect transportation, mrketing and production,
respectively, '

List two ways that a law may affect transportation, marketing and
production, rez;pectively.

mvirmnul Analysis II

External determinants of market behavior .
Internal determinants of market behavior
. Acceptsnce process
Behavioral Objectives (Bxamples) ,
Define-the concepts that constitute external determinants.
List ten ways that the external determinants will affect the logistics
systen,
Define the {ntermal determinants of mrket behavior, ‘
List two ways that the inremnl determinants will affect the logistics
systen, c
D'nw the acceptance process.

Product Policles I - Planning and Control
Course Qutline

Definition of a product -

Product nix analysis

Product life cycle analysis

Product characteristics decisions

Product typology and logistical decisious’




7.

8.

Behavioral Objectives (Examples)

1 Behavioral Objectives (Examples) ‘

v.vT’—

Introducing and eliminating pro&ucté

Define the term product. :

List five advantages of a balanced product mix,

Draw the stages of the life cycle of a product. : R

List two logistic factors that need to be considered at each stage of o

" the product's life cycle in order to insure objective fulfillment,

List five factors rhat are viewed to be a Product characteristic,

Draw one model that depicts the product typology and logistic relationship,

Draw in sequential order the activities that are involved in introducing
and eliminating a product. . :

_Product Policies II - Pricing Decisions . \

Course QOutline

 Definition of price
Pricing objectives ) e . ,
Cost oriented pricing , : K ' . g
Demand oriented pricing . — ,
Competition oriented pricing . ‘
Other pricing approaches

Define the concept price

List four pricing objectives, /

List the parts of the cost oriented approach to pricing \
List the parts of the demand oriented approach to pricing v
List the parts of the competition oriented approach to pricing
Define the other approaches to price setting

Product Policies III - Inventory Control
Course Qutline , ) )
Order time " . -~
Order amount
Quantitative calculations
Behavioral objectives (Examples) E o
List the important factors to consider when considering the optimum
order time, — i
List the important factors to comsider when considering the optimum
order amount, : o v
Develop one quantitative model for determining the optimum order - Lo
- amount., Show hypothetical calculations, - ¢ :

I , 3

Physical Distribution I - Mode of Transportation Selection
Course Outline _ - :
Modal Alternatives: air, rail, motor carriage, inland waters and ocean
vessels, pipeline _
Characteristics of American Transport: diversity, private ownership,
regulation, innovation, competition . -
‘Carrier Types: common, contract, private, exempt - - e
" Legal Requirements in ¢ er services: nondiscrimination, delivery,
- reasonable rate ~foutes, safety, service quality . '

Ve
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-Route Alternatives and Combinations
Line Haul Service : .
Terminal Services ‘ /-—~—/‘ _ .
Coordinated multi-carrier or multi-modal services: through rates,
comnon ownership, contractual ai-r_aﬁgemnts : , 4 .
Innovation and Special Sen’(icea: containerization, tr.iler-on-flatcar
operation, air freight ) '
The Private Carriage Decision R '
Shipper Requirements and Oper\ating Characterics as Determinants of -
Mode Selection . : : .
Strategies in designing the transport syst em; the role of computerization
Behayioral Objectives (Examples) S ' )
List and define carrier types., L -
List important factors in the private carriage decision. ‘ '
* Draw one model that relates transport system developnient to marketing
- and production policies. : )
Define the basic requirements of mode and carrier selection,
List and describe four alternatives in coordinated multi-modal transport
service, 4 T
Describe the legal restrictions placed on carrier service and marketing,

9% Physical Distribution II - Location of Facilities

Course Qutline :
. Objectives in Site Location
Facility Location Factors
Behavioral Objectives (Examples) . ' : .
List 5 objectives that. should be considered when locating a_facility,
List 10 factors that should be comsidered when locating a transportation
T Tacility. Also list 10 factors for a retail outlet and 10 factors
_for a manufacturing plant. I -
10, Physical Distribution III - Channel Selection
Course Qutline | . :
Nature of Chammels :
Types of Intermediaries

Characteristics of Middlemen =~ o ) e
(Producers, wholesalers ‘and retailers) - © L
Chamnel Design and Selection , L e o

Evaluating Channel Alternatives - N -
Behavioral Objectives (Mui:\les) / e :
Draw the different channels.of distribution that exist. __
List the characteristics (5) of each intermediary, . -
List 10 factors that need to be consid ered when selecting a channel, ,
Product 5 quantitative models™(calculations). that would be useful to

use when evaluating a channel, ‘

11, Physical Distribution IV - Rate Structure and Theory
Course Qutline . S ‘ .
Unique characteristics of tramsport pricing
Characteristics of demand for transport services
Characteristics of carrier cost structures
Characteristics of transport competition

40
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66. '
Theory of transport pricing L |
I .Practice of transport pricing ’ e _ |
Pricing and public policy ' - ' ‘ |
v Rate innovation . |
g Impact of transport rates on economic activity
Behavioral objectives (Examples) o , : |
-List the unique-characteristics of transport pricing. : / |
Define the derived demand concept. . ) B ; |
Describe the ways in which tramsport rates are regulated, . / |
~ List the basic types of transport rates and defime each, )
Describe the way in which freight classify:ations are developed and used, ° /

Define joint costs, common costs, opportinity costs, and social costs as I3
they apply to tramsport operations, LY
.. .Define value-of=-service and cost-of-service as bases for transport rates
- and describe the necessary conditions for their use, ’ , .
Describe the forces leading to changing methods in transportation pricing.’
Define regulatory bases for reasonable rates, . L , i J
Describe the influence of transport rates on industrial locatiom. ‘
List three recent innovations in pricing practice, , |

[
3

B - 12, Physical Distribution V - Facility Design
_—" ' Course-Qutline ' . ‘
' Objectives of facility design - ‘ |
Basic types of design .o . / o
Process design ' - .
Fixed-position design
Cost comparisons by type of design
Factors affecting facility design
Quantigative analysis of facility design
) _ Behavioral Qbjectives (Examples) ™
o List the objectives of facility design
List and define the basic types of facility design
Draw a process design L '
Produce one quantitative model that may be used in a facility design
problem, : : :

o 13, External Communication
. - ‘. _Course Qutline
: b 7 objectives )
Types of advertising, personal selling and promotion
i Message design : ' |
. Channel selection .
Behavioral Objectives . (Examples) . g

. List 10 operational external communication objectiwes,

, ) List two advantages of each type of commmication (ads, p.s. and p).

' ' List 10 factors that must be considered when designing a communication

. message, . o

: - List the communication channels that exist for an organization.
' i Match the main:advantage of each chanuel with the chammel that is showm. .
( Match the main disadvantage of each chammel with the channel that is shown.

‘. . . . ‘ ' 71‘




Procurement Decisions
Course Qutline .- .
The objectives of the procurement department
The Purchasing procedure
Determination of sources of supply
Determination of prices
Make, buy or lease decision
Value analysis :
Systems contracting '
Operations research in procurement
Behavioral Objectives (Examples)
Define the objectives of the procurement department,
Outline the purchasing procedure.
List the factors involved in determining the price.
Outline one OR model that may be employed in procurement.

15, Logistics Information System I - Research Methods
! Course Qutline
! . Logistic Research - meaning and definition
|  Scope of logistic research :
: Logistic research process ..
Secondary data '
Primary data
Survey design .
.Experimental design ’
Behavioral Objectives (Examples)
Define the term logistics research
List what is included in logistics research
Draw the logistics research process
Define the term secondary data
Define the term primary data
List 5 problems with using secondary data and 5 problems with using
. primary data o
Define a survey design
Define an experimental design
Develop a complete survey design
Develop 3 experimental designs

-.._../

16. Logistics Information System II - Cost Analysis .
Course Qutline v L
Product cost analysis - et
Physical .distribution cost analysis -
External communication cost analysis
Behavioral Objectives (Examples) -
Calculate product cost using one of the Jnodels presented in the text
Calculate physical distribution cost using one of the models presented
in %he text S
Draw the affect of different transportation costs on total costs using
queuing theory " ; . :
Draw a breakeven chart showing the affect of differemt distribution costs
Develop 3 different communication budgets :




-

17. . Logistics Information System III -~ Measurément and Porecasting
-Course Qutline : "
- Controlling the product mix .
Physical distributions measurement . .
Measuring the effectiveness of external commmication
Forecasting demand T
Forecasting transportation usage
Behavioral Objectives (Examples) o T :
Reproduce a model indicating how an optimum product mix may be obtained ,
Draw a model that will assist a manager to determine-channel-effectiveness
Draw a model that will show the relationship between different
transportation rates, -
Draw. a model that may be used to measure one form of communication
effectiveness ) . :
Calculate the demand level for a product 10 years from the present
List the factors that need to be considered when forecasting transportation
usage .

Dl
e




READING ASSIGNMENTS: -

Text: Roy J. Sampson and Mart:i.n Farris, Domestic Transportation: Practice,
’ Theory, Policy, Second Edition (Boston: Houghton Mifflin Co., 1971),

Assignment:
OQutline Section . Chapters

1,2,3
.25

' 16,17,18,19,20,21,
22,23,26

27
4,5,6,7,8,9
14,15

10,11,12,13
28

-—oe i

26

29

1
2 .
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17

Text: E. J. McCarthy, Basic Marketing, Fourth Edition, (Hm, I11,:
Richard p. Irwin, Inc., 1971), ' )

S —
N e ——
s

Assignment :
Outline Section Chapters

1,2
1,28
3,6,7,27
8,9
10,11,12,13,14
23,264,25,26

18
15,16,17,19
18
20,21,22
4
129,30
5




Text: Hopeman, R. J., Production: Concepts/Analvsis Control, second editiom,
(Charles E. Merrill Publishing Co., Columbus, Ohio, 1971).

Assignment: .

Outline Section

’

1 .
2
3
4
5
- 6
7 -
8
9 .
10
11
12
13
15
16
17
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" ARFA OF COMPENTENCY

QUANTITATIVE ANALYSIS

Iﬂvolveo statistical theory, comnuter methods,” and model-

building for the effective.ut? lizat*on of nunerica; informa-

tion in manazerial analysis,

Three major sepgments,

included in this area:

-

“atistical Analysis

HRA R vt Anslysis
“rchability Theory
. amnling Theory

f.qtimﬁtion

“lanarerial Comnuter
Utilization

Fundamentals of Comiuter
Oneration

Flements of Computer
Programming;

Problem Tormulation

Information Systens

with major topics listed below, are

- Quantitative Managerial

Analysis -

Linear Repression ahd
Correlation

NDecision Framework
Classical Decision
Theory

Bayesian Decision Theory

Rtatistical Analysis focuses on theory ant nethods necessary

for the collection, nresentation, and ana1ysis of nunerical data.

mnhasis is nlaced on the use of partial infTormation (samnlinp)

“anamerial conmputer utilization focuses on the fundamentals

of computer oneration and éésénttalﬂ

of computer nFGﬁranninz.

unecific uses of the connuter for svsten desipgn and nrohlen

<olutions are also considered

Ouantitative -anaperial Analxsis focusgg_g;rectlv on the

The decision nrocess is coucentualized and

4ec1»ion nrocess.

ﬂ.--

methods for handlidq'various deqision'situhtions. and theory

'
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Statistic21 %nalvsis

Nec'sion-raking reauires a deep understa ﬂdinr of the sltu-

atinn. Wuantlf‘cation or the nrocess oF exnres inr thiﬂ"e

cogmer .

ln.numcrlcal or abstract terms is'an immortant stor towanrd
thais uﬁﬂn"wtswﬁinﬁ. Of course, "it“ nuantification comes
te need to understand the many dimensions of numerical
information. Theory to orovide thls understanding is

contained in the -Statistical Analysis area. -

qtati itical andl" is of real world ohenomena berins "ith
orohlem definition including a thought ful analysis of what
ohenonena one needs to undeustand » a definition of the
“onulation (the set of all the items one wishes to learn -
atiout), the nature of the data collection process (oues-
tionnaire, nersonal inte"view, etc.), the nature of the
measuucmcnt including the scale, and the error-that one

can tolerate, . .
' /
Data analvsis is the process of drawing meaning out of " -

the raw data obtained from a statisticaL investipation, B

fherebv makinge the results use ful inout to the decision
orocess., 1Initially, data can be tabulated, arranged, and’

classified tnen by tabular or-vraphical presentation methods,

the user can easily see the underl'inr natterns. Data -
can he uummarized, for example)/éling dimensions of cen-

tral tendency and variability; to allow quick transmissiqn

of information. It certainly must‘be assessed as to

auality, and the nature and likely'mamnitude“pf~the errors.

DY




Probébﬂify theory, a braneh of mathematics, is well suitéd
for the 2nalysis of risky: s;l.tuations‘, which of course 1is
the situation management finds itself in when making deci-
slons. With an unrle;'vstandinp_ o_f basic orobability t‘:zéor_v,
the nmanacer can aésess.the various risks of ﬁis decision.
Prol?abilit,v theory has another imoortant role too\. as a

' basis rfor sampling theorv and other advanced statistics

and manarement science topics.

Sampline theory nrév:l,des a basis f‘or evaluating partial
‘nunerical information- from a nopulation. Its ifnport-anc_e
is obvious. since decisions are usually made (and for good
reason) on vartial or samnle daté.. Iﬁfbrmation' can be

' ohtained reo'ar'dinp: a nooulation by takinp anything from
‘a samnle of one observation to that of all the observa-
tions (census)'» Ho'vever, information is a resource which
casts money to obtain. A census is most costly, sometimes
imnractical and not without errors. Samnle in-f‘ormaj:_io’h‘
has the i:_vnes of -error i;'lher;ent in a cens.us, g;robably to
1 lesser derree, olus sampling error. The theory of

samplinw can be employed, to assess the mapgnitude of samn-' -

linrr error if the samolin;r méthods employ random selection.

P
. .

T™is then allows a consideration of costs and samnling

errors from which, an ontimal number of observations can

be determined.




) l ™e “ronlen the'x sriqes ?.a to ‘10'-' to use .aamnle results. ifowr .-
' ean the nonulatlon narameters needed for decis ion ma.cin~ be

estiratad from them? ne statistical t"zeorv of estinpt*on /
L o hcnv"\o“'\tmr* the nrocess of statistical inference (maikingz

. . f
sta;nngnts ahout a nonulation from samvle information) answers
% .

such nuestions, and allows for an objective determination of . .

b : St ' .«

- .~ %he risks and errors of using samnle information. At this ./

.l . ' . - /'.
roint | the student has sufficient theorv to de aie'n and carry

- - 'a - -

- -t 2 simnle -sample survey to meet some informational need,

. ohiastiva, - )

-

1o arnhasis’in this sesment is.on understanding of theory N

; .m ten am].iéébil" tv to manamement problems rather than on - /

r*amn"* zat ion of I‘ormulps .

o

]
[l
—

é:; = :
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I Analrnis : T . .
S Tee v et 4n axnected Lo be ahle to do the following in the '
-

~antery' af aqarement Annltaations.

. ineuss statistlceal nroblem definition Tncluding the

ows

stoternination of the relevant nowulat*on, character stic

- af intepest, and pararcters. o . .

2 Camanstrate an understandine of data and its collection

rclutline the. nature of measurement, measurerent scales,
L4

. | i ) . . .
~nthnds to 1111c! ¥ resnonses (i.e., ouestionnaires) ete.

. : " ~

; P, ieenenlze the vartious sphrcas of error which can be nreseﬁq
taq atatis gic%l study, aﬁd foé_thehﬁore common arror sources
. “¥n0v Rwow to nvold thelr ogcurrence. '
i .iQTe entiate hetmeen nonulation and samnle data collected !
e for snegific. reasons. ;
'y - ’ _ .
3. “recent a set of data in tabilar or rranhical frequency ¢
L iistripution form riven a snecific oroblem to which the "
1ata-ﬁer:ains. ' ' .
Ly “aleulate and in»c“ﬂret various summary qtatisticu, 1ncludiﬁa
X ' | the .’:-.;-an, redean, mor!e; 'mm_'.e. sta'ndar'd deviation, and R -
¢ v1ﬁinﬂ~e for seVnra] administrative ournoses.
‘/ T . ‘ . - \\\\_ .
S 7. Anrlv the concent of nrovahility under both' classical and
., I . ' : . . .
ﬁ: < :uﬁioc:iVﬂ {nternretations, alone with. the concommittant
;g V% . ﬂntioﬁ of randor cx;eéimént.'random-Vériablé, hasic out; ’ ) .

.

: \ .
. B . R
toﬂ sannle anace, and event.

At
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. . \ . ,
Construct Venn Diapgrams. which nortray the interrelation-. - ;

31ins of‘egeﬁts and.assisf'the learniﬁﬂ bf'probability

theory.

-~

Anroly the formulas for nrobabilities of cénditional, joint,
. /,:‘

-

and inclusive events and to interpret results.

cetermine the number of noosible outcomes ‘to a random

exreriment via nrobabilitv trees or other countin" devices.

Y .

~

Annlv Baves Theorem as a means to. revise nrobabilities
;

i A e

and assist thj,decisioh process. T /; :

- . . {
Identify the oroverties of probability d shributions and
dAensity Punctions and to calculate exo cteﬁ values\and

standard dev*ations fqr finite and co tinuous random vari-

ables.

-~
4

demonstrate an understandinn of the'theorv, formulas,

-tahlen for their calculation, and applications of the

hinomial hvnerpeometric, and normal nrobabilitv diotri-

bution% C-

Tdentifv a random selection samnling‘brqcess and to usev
a table of random numbers to obtain a simple random -

“samnle. .

Tdentify the nronerties of a samnling di%tribution, to .

distinpuish it fronm a nopulation diutribution and to
LI ‘

demonstrate a knowledre of’ theorv wnich relate the two

tvnes of dietr*bution,.

N




. ”n"onu,.&te an understaniine of the Central Limit Theoren .-

o) ann]ications of statistics to manacement oroblems.

Demonstrate an uaderstanding of the process of statis-

tical cstihntioq. 1né1udinn_cr1téfia for proodness of an

“2istirator, noint and interval estimation and confidence

levels bv relatine .each of* these concepts to gétimating

nonulatlion characteristies in 2 manarement situation.- —.

“emonstrate a‘knowiedne of theory for cstimation of a-
/

nonglatian "ean or a nonulation orooort*on.

N

- >~ e

“omonstrate a ensitiv*tv to the t"ade-off hetween cost

-

and nnpci 1on.;n oannle survey’ qnwlicat*ono and to con-

\

‘"",t ﬂﬂ*‘ﬁn ﬂnd 1chieved nrecision of sarinle surveyv, -

tha~stares of invpsti*ation of a samnle survey,

Macuss
ino’ndinr dcf*nition of nonulation and parameter, lesipn
of nrocision ﬁnu con”idﬂnce Invel, calculntion of neces-
3ary sgmple size, selection of elementéry units, tabula-
tion, and renortinm of ohjectively determincd‘cénfidence

I

intorvals.
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.. thrnduct*on}\

Nata analvais o
. _ «—/
L. Opipin of‘ data B -
1. problem definit*on - characteristic(s) of interest,

 study ‘ ' : : .

Statisticnl Analvsis

’ futline

“™at is ? l Istics?

nurkers, data

1.” "lural tense of word -
7. “ingular- -tense of word -- a bodyv of.knowledre (thoowv\
3. & branch of mathematics with amnlicatinns in many .

1isciplines , . S ’ -
ﬂnnlications of statistical theorv for managenent
Hilstorical de&elonment of statistical theory
Tnference -- the heart of statistics

1. “roce.s-éT”?Eﬁé?Efié%ﬁh fﬁomAsnecific observations -

2. 'Key-concente-defined (nopulqtion. sample, elementary
unit, charactcristics, narameters) |

3. ‘'leed for inferenée by manarement to aid'decision

nrocess

4. ‘lature of the iﬂference statement (estimate, margin

.of error, risk of error)

An exceriment (performed by each student) which exnoses
b .

s

the student to the various efrors of a sﬁa&istical

.

2. ‘leasurine device, scale of measurement

.8

¢
i
!




1, Tomplete or onrtiai 1nFormafion_
Tvres of Aata (variable)

1. Michotomous

?. Diserete

Q

— e

~Tont inuous

"ractical anrlicatisns for déta.collect‘on
“taces of data refinement
Fpy data
Arraving
“rouning
N‘n; Tabulation bv interval

-

b, Yariable tvne, error bonsiderations in choice

of interval size - -

. -

“roquencv distribution

-

Aa. Imnortance as data trahsmission yehicie
Construction
Common shares (symmetric, skewed, bimo&al, others)
Cumulative‘frequenqy dispributiqn
Summarv statistiecs
a. “easures of central tendency
»-1. “iean
"ledean -
. ~ -
"ode A
Relation_of ﬁfan. medean, mode

Consideratinn nf "anpronriate"” measure of

central tendehcv QOr a situation.

“easures of variability

1. Range

&




Variance
Standard deviatién
-coérriciene of variation
.. Chébychefr's-inequality
I1L. Probability theory

A. Introduction

' a. Imnortance of probabiiity theory as mathematical
Sasi" to statistical theory.
fome intereésting nroblems in probabilitv
Introductorv definitionq (set, random exneriment,-
randon variable, basic outcome. samnle soace, event)
°(A), the prohabilitv of event A '
a. Classical derinition
b.' »ubJect*ve definit*on
Experimental approach toward estimatinm prébabilities
Yenn diarram |
Qnecial probabilities
a, Conditional nrobabilitv
b. ‘Joint probability
c. InclusiVé probability

Statistical indenendence

Counting devices (nmermutations, combinations, "words™)

-Discrete nrobabllip& distribution
a. Basic nature
b. Fxpected value and variance of random variable
| Important types
1. B;nomial |

2. HypergeometricJ

87
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o

Continuous nrobahility distfibution (density. function)

N

a. Probabilityr as an area

b. “fxoected value and variance of random variable

¢. Jormal distribution

~

i. Imnortance
4 .

2. ‘lature ;

. 3. Standard ncrmal deviate -

“anrline theory -

“." Conceot of a samniinm distrihution ,’

-

a. Al nossible samnles
‘‘eceusity of random selection

Sfamnle statistics -
Samnling error .

Simnrle randon samnling

ﬁeneration 6? samnrline distributions of the sample.

"mean, pronortion, medean;;aﬁd.rnnme from knowvn snall

‘nonulations usine simrle random samnling.

?jeorv,fob the saﬁnlinﬂ distribution of the hample

-t .

£

mean, nroﬁqrtion: standa®1 deviation “
.ﬂentral‘limiﬁvthcorcﬂ B .

“ustimntion
“he estimationr nroces s

- Point estimation

“. "nhiasednéns

b z-:rrici_en¢9

c. vConnistené}' ' T

1)

‘v Theory foﬁ)cnttﬂntin" nonulation means .nrovortions,

.

B .
.and standa?d devintions

.

. /Qt

f' | _88.

!




Y

Intérval estimation
a. -Tnterval formation
b, Confidence level
Tomplete cvcle oP estimation (from 1nit1a1 informa‘ion
“need to final confidnnce 1nterva1)
cA. WeP*n*t1on!of nonulation ﬁ
Pqeciaion goal st tenent
éhoice of samnlins= method
Neternination of necsta;y‘samniqfsize
ros aeﬂefl“ anélvqis
arry-out of the samnlin~
”aiculatior of point e"*imaﬁion
“ormation .of confidence intérval

Analysis of non-samplin~ errors and thnir effoct°

on requlto_

.

Rome,aonligations of estimation to manarement

Y
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- Statistical Analysis =

dikliomrashyv: Instructiona} ?qgértals < 7 //

. ~

e ‘ext: Yeter and Yasserman, “undarmental Statistics for

. Tusiness and Lconomico, 3rd ditton (Boston Allvn and

Racon. lﬂff)

~Sunnlementary material: ~Yhitrore, Neter, and Wasserwan% )

?o1f Porrcctinv Problems In Statistics (Boston: Al]vn /

9nd Wacon, 1279). : : -

‘?: \lternative texts: Boot and Cox, Statistical Analvsis

for_ "anagerial Deciszions (‘ew York: "lefiraw-4111, 1070).

“reund, Statistics: A Pipst Course, (¥nrlewood Cliffs. H;J.,

. Prentice-Hall, 1970). | o :

Hoel and Jessen, Basic_Stat st;cs.For Business and Fcon-
¢ - .- T

_omics _ (e York: Wiley, 1971). ‘e -

Ionald, 196").
‘ /

onnacott éhd wbnhacott Introducto% Statistics (Ylew York,

)
i |
—_—
Vichmond. Statistical Ana]v s, 2néf #dition (Jev York
$
a

n i ¢

‘ : ]
/ ‘Wilev, 1079), : t

v,

C. Alternative supplerentary nateriali %neirels Theory and

t‘r'oblemo of Statistics'~§chaum S, Outline %erieo (!ew Yorv

leraw- 111 1961). . B C ,//

‘.
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'~E”ha* is .necessary is a firm understandinw of\nrobler

loh*lit" or are unduely awed by the "bip »lock box."

ormically feasible to utilize a’ computer it 10 not nﬂces~ ':p~f' NV

-formulation, 1. flovchartinm. Actuallv cxores’inr a

‘sinca it is a somewhat;‘llustratcd proceésb - *

‘alrebraic lannuage, suffilces nuite'well. Whaﬁ is essential .

‘anacerial -Comnuter Utilization
, ! - :
I

The cdmnuter 1n the busine<3 envlronnent~1s relatively . .

recent, but its 1mn1ct has hnnn widelv felt It has ,
liteca]ly alteresd our thinkinﬂ concerning the problcms
we nre wijliﬁn to. tackle ahﬂ our nmethod of snlvinr then.
Rt vet, there are those in "eaoonoiblc decioion making

. Lo

noeit*on¢ that are nither unﬁ"are of the connuter s

~

-

To eqahle A manarer to effeatively increase ais abilities f
ns A decision maker bv means of the comnuter ‘it is
nncoqsarv to have sone underqtaniinr dr thc fﬁndamentals

!

3 oncratdon.“-o solve snecific nroblem on the comruter.

. -

or, for *hat natter, to be able to know when 1t is'econ- ’

sary *o know all the details of comouter nroyrnwminr. c T

F .

nroblen in flowchart form is nrot Pasily accomplished

. . ;-‘ . .
”» N [

|
o enable one to nronerlyv nup a nroblem into nro~rammab1e
form, 1t is ncceqsarv to conorehcnd the: e%sential° of
wrorrarminr. The nromra"mtnp that one would need is .not

nncessarilv any one nart] cular lanpuare, but “ORT A, - an

L

hcsides_knowins the simnle arithmetic opccat{phéi




,
,

-

1.6., a”d*t*on subtraction, division, and ﬂult*ﬁlic1tion
is the cornre‘ennion of the cennlexitieufof progranm
Yranehine and 100ﬂ1nr The ahility'to alter tpe order

of the executable nronrnm statement bv nerforntins a test
’

s
01 a verichle that may have 1yd§ been oreviounlr‘altened
. ) / .
15 the %ev distinection bHotwé " SK caleulatnr and a

cornutenr, L oo
“esides comorehend ng. the essentials of . nroblem Porrula—
t‘oh 1t i« . innortant to understand the usofulness

ef “he con“ufe" in establishin~ an Information rvitenm of

come forw,  "he understandin- of the use and Teansivils
{ ¢ .

~nf cophuter record zeeninr and large s cale flle manave-

‘mant systems as well as tine-shﬁrinr mechanisms 15 neces-
. .

.Sary fror a ma Ferial viewnoint. The econonics ‘of data

L

colléct'on; nvnthe"is and dissemination are becoming

[N
-

lnc"en°1n~1v innortant

e

|
| . .
ﬁ ition to comnrehendinv veneral 0rob1em rormulat*on
[}
|

nrocedures it is also vital to uﬁderotand probler. cla ses

s, s

that arc nﬂrticulaﬁlv Qell suited to solution hv comnuﬁers.

\
“fimulation., as one. of the primarv techntdhes brourht abOut

by cornute;“technolowv, is now one othhe more heuvilv
relied uron techninues availag;e to decision makers.
'euristic nrorramminfxand aritificial intellirence~ahich
are examnles of the more oro~re,sive1y comnlex technioues
should be nart of the manaﬁer's worxinr lnowledre anf

' - / - .

nsnoc*nllv more so in the future. .

-




Ok Jeet ives oP '‘anaitement Comnuter Ctilization

-

"M~ ztudent should he able %o:

otand the basic onerationu of 1 connuter sv stem

he axecution of a vrorranm 1nstruction.
¥/

rmulate oroblems in tormé of-a flowchart.,

‘ LSO,
/
-

“rife nrograms in FoRToA involying. /all of the arithmetic
onernt{ons includine the innut and outnut * e

.\' - - -

“rite nrorrams that involve branching and Ioonrine by

testinm variables.. - ' -7

! ~
. e
.

Nesien a relativel‘ simnle computer based information-

4
- I tthead -

a" tem.

' ?qpogniie'the,nertinent econorie factors in the esgablish—"__

ment of a data‘bank and information system.:“”.

.
-

Understand the elementarv principles of the more advanced

n"owramminp techniaues or simulation. artiricial intell;-_

e

'.~ence and heuristic}nrogrnmminm. oy :
. . e —

.
.
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.\ . a. The runched ca‘rdff-

- 88 -

Snecific Course Outline

ITntroduction - the comouter as a nanarerial tool
.  Solvins snecifice oroblemo or nroblen cla ses with the

ald of‘ the connutnr' h . , -

1. tat-..tical data sunmation -and problem ,Qlution.ﬁ ; ,
/,
. a. Taamples “of realistically sizqd analvsis of o

p e

/

; : : ' ‘ I
varilance vnroblems' T i
. {
,1;." Hxamnle or multi-variable r'erression problems |

¢ s ——————— e

2. "'he comnuter's worth to- onerations\%'esearc‘ ’
2. Uses of 'linear prorramming, ,"I \ "
b.. Sjmulatt'on as a means for evgluétinn alte’r"na-:.f
| tives . S ' '\

. The us e o!" the comnute*- for 1nfornation oéorave and
__retr-ieval . o ' }
1. '“‘1e eotablishment and use of a data bank

:‘n.: arketinrr"a use’ of‘ 1nf‘ormatlon for oroduct
and customer decisions - ‘

b. ”inangg's use of a data ‘bank for ‘cap,itval

[ ‘
budpeting . o !

?. The Aevelonment of‘\t‘me I‘irms aq a total .,vste'n

The co"mufer- e 1ts nhysical conf‘iauration and f‘unction

’

LN Innut devices

. The central nrocessor uxuit "PU and its function ° j

N
-

1. Card reader . : ’ : ‘ :

\v,

- ‘, . “l .
b. The conversion of nunched holes into e_lectricalp.
impulses. /

o

.




A
) ) .
» ! ) ’ -
- I _ oe 1T - 0 -
1 “_-,f Tret e n’é]mm t'm-rlﬂ.r an innug -c!c;vice )
O ' ‘ ’ ':f "nrn;pt'lc tave au 2 r:e:;ns, of ‘,%np'ut ’ ! ' )
o . | . N, e x‘nannetic":ﬁsk E T ‘ .
.i 5; hc tclctvx)e and operators co_qsc}le D E | ~"
T ut,'u*' devicc., | . v ,
o _ 1. -“ine arinter . .o ) ‘
>, “ard sunch —
_ o I ".." "".'me. decl: ) _ . ' ]
'\" "2.‘ "‘.L-{:er outnut de'vic"e‘.t;, "..e.-,‘t‘elet,\me, nloster, o
c1thode rav tuhe, etc. | )
Lo lure memiory '
s B _ " e "‘1@ concent of :-.‘;crih.a-. cleetrical 1npu1§cs in )
) e eores 1a the main storace unit., . . - '
: T . The Cfmcen" of st,ov'iwr- both the 1n,truct,*'\n and '
Fid - *
| “the data in the core memory.. / ,
| ’ Sel Me concent of ‘time sna w botih ir\ternal ann ex rnn:l..
TTT, "™in bkasie elcnénts of comnuter rroframning |
- °
%, "‘e f‘undamental conceot. of the fetch/execute cyclo
, - . -I 1. T™e first step is to read. the lnatruction and - )
: : .. internret it. ’ _ 0 '
'. 2. Within the instruction is not onll;(/ what to do but ’
& ‘ .-.- | uhere within the co/r'o rvnnory t{o I‘ind the location
| / B of the inf‘orr'ation. T ; ' ' '
i ' . ke ' [P . ‘
. . 3. It then roes to the snecifiegd location, finds the
’ . ’ inf‘orfnatifm (fetch)., and then executes the instruc- -‘

tion.- | : ”




3.

FILMED FROM BEST AVAILABLE COPY .7 S

- -

[PV 7 . .

4, The resultJiSﬁtlaced in the accumulator

5. 'mhe 1aot nart of- the inotruction is to ret the
next inqtruction

The basic instructions that can be performed Aare.

quite similar to thoge nertorned on a desk caloulator, i

i.e., addition, subtraction, multiplication, division

and clearinm énd.addinﬂ.

”he control ins tructions are the .nrinciple instruc-

tions that increase the flexibilitv and the qu of

-,~_theﬂprovram. - t\;““ “_;'“”T"

1. These are.instructiﬁnw that can alter chc sequence. _;/JV
of instructions denendinv upon some condition thﬁt?'#
OCCUPo from the "eoult of an executed. in"truction.

2. “he%e inﬁtructions a]low one to nerforn a wide

variety of«ooerations,'the snecific oneration

,//;;enendinﬂ unon the ngﬁults‘that have been,qﬁtaincd.

. \ L
. .A senuence of onerations desisned to accomnlish’ speci-’

fic ta k-iqidefined AS a nrogram..

. Comnilers allow one to write proprans in-a lanruare

more suitable tn Jwurans, rather tgan vriting—oroerams

- ¢
in a nachine 1anruave. TN ‘

/7

1. achine invtructions are quite detailed and would

rvauire cOﬁuiderahle cffort on the vnart of humans.

‘2. "he comniler is mercly a prosram that convertf/;>//////
: i 7 :

snelish instructions into a'sequcnce oﬂ/méiﬁine

ins tructions therebv rﬁducinﬂ/t e work ipad con-'

t smnrablv, i.c., »em hours. | .

e



# FILMED FROM BEST AVAILABLE COPY o - -

3. Different comnilers have different innuts (i.e.,
lanruares) in order to make certain classes of
nroblems eastier to prorram.

Wlowcharting - the process of formulating a soecific

..nroblen into a lorical seauence.

AL .“lo:onarttnv as a. series~of buildingm blOCko : —
5.  “he use of tests for branchinp - T

C. The use of loon% for con%tructinp alrorithms
';' "™e concert of ‘sub-nrozrams

“0'““A Tlas z/connuter lanﬂuare

A ﬁrithmz ic statements and assipnments

1. Co

tant¢ vs-.. varlables

2. wzithmetic operations and-order-6f computation
Iy 7 .

—

. !, R .
.3. Function, labels, and aSsipgnment staterents

"B, Conditional and'iteration control statements

. TN
1. Lonical and arithmetic IF statementq

2. DN statements.iterations, and vested iterations

N A. - Subscrinted variables

'é. Innut and outout control %tatenents

1. Pead 1nd write qtatnnents

2. “ormat contrg\:{»

- Size snecifications, i.e. "IVEISINN statements

T~

[
Con

2.7 Use of functiﬂnn and subroutines, both internal ana

"exterﬂal
. wnecification of nccessarv iob control statements

'.  Tore of the more common hroesramming errors and their



N 1. Cormniler detected errors
P - .a. Syntax errors and their compiler messapes
— " b. Common invalid expressions

L 2. ﬁoaic errérs‘and their detection -

g- : a. Trace routines

b, Debug?packames

P VT, NBasic concepts of 1nforma£ion systems

| ‘ A. The need foJ such a svstem

‘R, T.nf‘orm'at:‘Lon ervice as an cmerying field
3 °. Unit record data orocessinn

‘ | 7. Information storage devices'

2 ' L. Data file manapgement | : \
=, 'Reai-time svsﬁéms'

G, ™ime share sys stems

-
=)
.

“conomics of data. collection and disseminatlon

| VII. Pfoblem qlasses particularly well suited to computers
[ I A; Simulation as a means for comoarinp alternativeo
| 1. %uildinv the rmodel

2. Generation of random numbers
3. Simulation of data
b

.__Comﬁarison of results .

B. Introduction. to more complex pfogramming

1. Artificial intellipence -

Pl 2. Simulation of human thought

T
4
L

3. Heuristic‘nrogramminm_
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' I “anarerial Comouter Utilization
\ . / B P :

l \ Instructional “laterial - |
— fonzalez, ?ichard W. and ‘lc 'tllan, Cloude, ‘lachine Computation:
- An_Alerorithmic Approach, Richard D. Irwin, Inc.,

T ‘omewool, Illinois, 1971.

! ; ;

) Arraniet, 1.T., A TORTRAN IV Primer, Addison-Wesley,\

. “eadine, ‘assachusetts, " 1966,

/'//
v
K
' S
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uantitative “fanamerial Analysis

oy

.po solution of ﬂanarpment'nrobiems depends heavily on

ﬁd . ~ -
t
v~
(o]
e

.o - f}@ availabilitv of t*mplv and nrecise 1nfornation a

i no\nu developerl exten,ivelv in the utatigtical Analvsis
\

1

; .mwTwnt. Tn that mater!al, samnle-based 1nformation with\

ﬂaéchmnqnyinn statements of precisioﬁ.was introduced as

% a mc.hs.of meetinﬁ manarement's repoétin? needs. In the
S “uan 1tative Wanarerial \nalvsis segment this nrohlem

{_ » "1{ §n extended to the estimqtion of relatioﬁshins arong.

two variakles as in a forecastinq situation in which o,

e

Manﬂvnﬂenf misht wish to study the relationshin of saleo
f Af 2 npr*icular product to thc passare of time to eain
i o fasicht ;nto the pattern oﬂ'expected mrowthf In addition,
Lhe use af probability aﬁd statistics will be exrlored in
i assistiné?the making of manﬁréheﬁﬁ deéisipné:_for'examnle,

\
4
\ v .
" choosin~ amons alternative means of providine for insurance

g ’ on facilities. Several nrototvné declsion models w:1l1 be

exnlored iﬂ terms of the nature of unccrtainty.and rele-

vant nriteria which manawement nicht ch00ae to adort

nco*niziﬂv fhgf in many cases a decision may require

\

collection of,additional information, management is often
. \ v
facel with the auestion, "!ow much information is enouprh?':

-
/ . . . ) . \

q subﬂéct 1enit withh in detail in this segment.

-

[

" ,
- \ ' e
he emnrhasis will c¢ontinue as in the previous serment tn

i 9e on fdeveloning skills in the use of elémentarQ statisti- .
3. . = N

1 ' ch A ﬂuaﬂtitative nodel as distinpuished from the

'1ﬁ*1‘*" to 4eve10n sucq models. The selection of tonics /

— ot

o - i
Gl‘";l“r . lnc]uﬁes those qhich have found repeated applization in /

e T T 60 . |
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the nast and show promise for future applicationfin man-

amement analysis. Tn each case the goal is to develon

- ’ —. 2n understanding of how a_ particular ngblem situation
5 mayv. be structured so that a meaninrful decis1on .rule can
. ’ . ) / Tr—

—

be ‘formulated and annlied and how/ﬂecisions based on

o ——

) :amkle information are to be.inté}nreted.
i . : NS . A

i - L J/ . .

' Shientives oL

’ho nE}marv o“Jecttve ﬁi/}ﬁég sepment of the Area io to con-
+1nua thc iiscuqsion of elementary etatjstical and ‘cuantita--

,/
tive met- ods of analkyzine manapement oroblems. Torics include

qwmnlo 11near reﬁreqqion and correlation, ouantitative asnects

of‘”ocinmo:/péﬁinv, statlnttcal decision making under-uncer- . ' B

K _taiwtv'apg under risk.t The studgnt will be exvected to be-

ahle «<o% .
S 1f/ Annly methods df simonle linear regression and correlation ’ ‘
i a
A e to camnle data in a manapemeﬂt sifuation such as fore-
Ve ‘ \
Eo castine or ostimatinr relation hips between two variables '
(I : . . .
-~ a1 %o comnute interval estimates where apnronriate.
\\\{/ 1 . 4 I," .
o o ; : :
o S . ﬂﬁOﬂ"rate an unﬁersta dIHFIOf the "least scuares” criterion,
(' _ £ normnl equations” of re

L)
.o

+T eorrelation and determinatiion.
L \

. “xrlaia the assumntions underlving both the sirnrle linear

Xression, and the coefficients

resproscion and correlat*cn mnﬂels, the difference retween-- - 7 7

o
AU R o
. . v .
e - .

Swo, and prov1de pronor 1'\1:¢=~1'-r>r’etat1on'~ of re*ults

of rec~ras-~ion and.correlation analysis,

101
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sty

-
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- ST -

ldentify key asnects of a deeision problém and arnrlv '

‘annropriate decision theory in elementary manaferial

1@91510@ makine situations under'vérious conditioﬁs of

uncertaintyv and where anprooriate, set un a navoff

table showing élternatives, outcone sﬁates,'and conse-

aences., |
! | '. | A

;
i /

’ontrast various‘décision criteria discﬁsseﬁ in renufred
material in terms of attitude toward uncertainty and |
conditions under which the criteria arc annronriatéa;for=
examnle, cdntrast\m;ﬁimax less ﬁinimax onportunitﬁ/éess
critefia'infterms of the conditions undér which T7name-
ment would wish to use these criteria and the " 7nagemént

nhilosoohv" each renrpsents.'

";thétruct and evaluate statistical decision rules for

two-action nroblems whéfé'nrior.npbbabilities are not

available for both cases in which an exbriqg vavoff

Mnction is known and in wh¥ch such a function is not -

?nowﬁ,' In this area one should be able tz;distinguish

such notions as act and error orobabilitils: nower and

error curves: types of error: admissible/ and inadmis qible

decision rules: mananerial and statis;} al conclusions

decision making for means and for nro ort*ons and one-

sided and two-sided alternatives.




-

Contrast statistical’deciﬁion makihg under uncertainty
! ‘ ; .
and decision making under risk; statistilal lestimation

and statistical decision making.

Discuss the imblications of varying sucb gontrollable v
aspects of decision rules as samplé size, acceptable
error 1evels, action limits on the protection afforded

by the decision rule.

Detenﬁine the:optiﬁal decision rule and its'value in

statistical decision making given prior probaoilities,
a peyoff function, and a willingness to use expected

values to measure uncertain payoffs. ; /’,

Explain and employ the notion of the +value of information

as a management- concept.




III. Outline

b nend -

A. Introduction to quantitative decision analysis

7 | ) 1. Structural elements of a decision problem

a. .Alternative acts

i "~ b. Possible outcome states = - N
“e. .Consequences accruing to combinations of VN
. TN
acts and states. | | I

v - o d. Managerial decision criteria for évaluating
- .. .. consequences |
2. Various conditions under which decisions must g

be made and their effect on the choice of criteria

L .v; ‘ a. Certalnty

RO o b.  Uncertainty

' c. 'Comoetition
d.  Risk |

e. Mixtures

3. Concept of *nformation value ' -

( ' | * a. Computing the value of information
bt Interpreting the value of ihformation
B. Statistical declision naking under uncertainty (without
prior probabilities for outcome states)
1. Decision rules for two-action problems involving..

means and proportions '

a:’ With explicit payoff functions -~ conditional

expected payoff functions and criteria for

- - “ |
, _ _ ~ evaluation :

el g




- -

b. _Without pa&off functions’ -- controlling the
risks of érror. e~ o '\,
1. power. functlons
11. error curves
-t | 111, bperatiné_charaqtetiSﬁié functions
///{ }t"~2.‘ Statistica1~hypothesis testing as compared with
P _. statistical decision rules for two-action manage-x
| ment brobléfis _'
ii ‘ | . a. 'Séabisticﬁl hypotheses
. o | b. Nature of the test statistic and acceptance
| or rejection ofuthe_hybothesés
c. Manageriél'versus statist;cal conclusicns

€. Statistical decision making under risk (with prior - o :

probabilities)
1. 'Expectation as, a basls for a decision criterion

.. Bayes decision criterion ~= maximizing the expected

-~

2
{ S /// value of a decision ' -
| 3. Selécting fhe épproﬁriate sample sizeAto satisfy.
i / “the Bayes critérioq | _'
4, Deciding on the appfbbr ate terminal decision
givén a spe¢ific sample kesult . ] - -
"}. D. Simple 1inear-regression and correlation (}arge samg}év'
case)
{ - 1. Basic concepts underlying a linear relationship

-

between two variables

o R 11
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Conditional distributions

‘b, Remfession line

c. ‘'lanamement uses of regressfon aralys's:

L 2., Reéréssion ‘curve fitting o |  - L f
a.. Criteria-éhoide of least swuereé»?
. Watheﬂatical form of rerreé;ﬁé"

2. Estihation o hd nava"eters of rev”w°" . *1rve;?

a. Point and 1nterval-estimates ahi‘:hein ‘uses

:

f_\\. 1. Preiiection of svecific. ‘ﬁeitf events T )
g .. .\ 41, ‘tstiration of conditioﬂ;i meano“ - '
b) Analysis of residuals \
y,’ Correlatioé -analvsis K fib{fqu }i; -;//' | ?
ca.. deasuring the strength of the relationshio'.@f  .3 .57 Ei‘
between two random variables - coefficiénts ;i. |
of correlation and determination afiu £‘31: ::f7‘“""'ﬂ

b. -Wanapenen* 1nteroretation oP correlation

analysis '
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' ST MODﬁLE 1 (Field of Specialization)
S | \ o e T ' Ve " T R

} ACCOUNTING I S o

-".'\

i \ o \~ e Introduction' o o P o ‘)

\ » / .
. The professiona.l accounta.nt in today s society has a ma;jor responsiblity o / -
i 1] an\ nforma.tion provider. Information from accounting systems is supplied to /

investo s, ’ creditors, labor unions ,/government agencies, management and other - -7

i
= parties

' ng decisions in our society. The aspirations of those using the

\ z

accounting system are high. The users dema.nd accura.te and releva.nt information

SISV

e - . S~

in order to meet the ini‘ormation needs of their decisions. ;

This module prepares the student to assume his role as a professional ‘

accountant. The module covers .the theoretical and practical problems in the area
, e of financial and nfanagerial accounting. This module does not cover the areas

 of aucﬁting or ta.xation. IR o v _
- This module conta.ins two units. Unit #l \(Financial Acéounting Theory)

‘‘‘‘‘‘ addresses itse]i to the financial accounting measurement and commmication

system. It dea.‘l.s with the theoretica.l fra.mework of this system and takes special

note ‘of the reporting needs and demands on the system by\ various user groups.

JIn specific, the objective of this unit is to present an in-depth study of

accounting theoretical knowledge that is i‘undamental to’the practice of ' ‘

financial accounting as a profession. The student is required to analyze and ‘ "

evalua.te fina.ncial accounting concepts, standards > principles, assumptions - v

as they a.ffect the measurement and communication of business transactions.

Emphasis is given to controversial sub:)ects as they represent a chaJ.'Lenge to the

accounting profession. The announcements o}.t‘ the Aczounting Principles Board

and other accounting associations are discussed as they rela.te to the to \ca
B | S , —

diScussed.
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., ' / Operational ObJectives of Unit It | // : . N B P e
1. Prepare simple and consolidated financial statement'= from extremely .
5 ' | o complex data. \‘_ V .
s l s 2. | .‘Prepare Ispecial"—acco.unting reports-~fund statement and statement of
| affairs, | o
] . 3'. ',.Demonstrate properly the treatment/ and implications of dif“erent measurement

_ concepte and methods relatec. to comolex events on messuring business .income.
L, Demonstrate an understanding of the ideas and _problems eurrounding various -

T _controversial issues in financial accounting by presenting the argument

on either side, l

Y . Unit #2 (Cost Analysis and Control\ deals with the managerial cost accountinc .
“r 3

o systems. These systems are designed to provide cost information relevant to.

7

i S :

I internal decision-makers in both profit and non-profit organizations. The student

1
1

.is educated in this unit to become equlpped with the advanced tools necessary to
become a cost analyst, Many decisions a.re made without proper evaluations. of ._cost_,_

consequences of alternative decisions. However, more emphasis is given to the o
‘ . \ a Y

importance' ‘of such analysis in non-profit organi;'.ations./ The demand for such

T e T ' . . : ' . ;‘\

'services opened ‘a new dimension of the kind »¢ activities a ‘professional. accountant

.can perform, Management services began to const tute a large portion of CPA firms .

.duties. The student, accordingly, is. required to- articulate cost accounting concepts

/and standarde as they Drovide a guidance to cost accounting measurement and reporting

t o -

N systems.

o1 Operational ‘Objectives of Unit II: Y
i‘ N S Prepare, evaluate and analyze managerial cost\\information Televant for
. el N . .

planning decisions.

2. | Prepare, evaluate ‘and analyze‘managerial cost information for controlling

A}

“/ business operations., . . | ‘ \
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3.

‘Prepare and evaluote cost data relevant for détgrmining the cost of a .

" Discuss irite].‘l.igen_tly cost accounting concepts, standards, techniques

. and ‘methbc.ls.
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UNIT I--FINANCIAL ACCOUNTING THEORY

Outline

I, Theory Deveiopment /xn/Accounting--A Hi storical Perspective

A, Federal Resérve Board (1920 s)

) c./c{ounting Principles Board (APB)

D, Internal Revenue Services Rulings

. E. 'The current role of the S.E.C. and the APB of the AICPA in
) estabhe‘ung accounting practice e.nd theory

(1) Accounting series releases

(2) APB's statements and opinions

A Theories of Mmeasurement and a°°°un‘ing—"aluatidﬁ" -

B. Measurement problems of economic data vs. financial data

C.  Cost, input/output W lues

D. Objectivity, verifiability, releva.nce, freedom from bias as me\asurement

standards ) \~:
E. Financial eccountin'g th\eo;"y of measurement ' | \
III. Measurement of income - " f' - B \ _
' A, Ob;jectives of income reporting- capital vs, income v ' \‘\
‘. B. Severa.'!. concepts of income: . \

(l)/_Ec_enomic
. 'd
(2) Opero.tional

(2 ) Tra.nsaction approach |

‘ ‘

"IV, Revenues and’ Expenses, Gains and Losses

A Revenue: the nature of revenue-ané what is to be included N i




e
Q 3

B.

C.

D.

Measurement of revenue:
(1) Point of sale-

(2) Installment sales

‘ae

(3) ﬁbntract completion
Expénée defined

Expense measurement--the timing problem o

V. Impaét of Changing Price Levels on Income Measurement

A.
B.
.C.

D.

,,—Er -

Nature of price changes: general, specific and relative price.changes
Monetary and non-monétary gains and losses

Objective of adjustment for price 1¢vel changes_“ P

Price level index: various -indices

-StréﬁéfﬁEM;nd weakness of indices for the objectives

VI. Assets and their Measufements

A,

Nature of assets (vs. expenses and losses)

B." Valuation 'methods for creditore,management and investors
C. Valuation cgncepté: cost,.exchange output values, lower of cost of
market, etc. _ \
VII. Cu;renﬁ_Assets (1): - - | \
- A. Objectives ofbasset classification - > ' ' A

B. Working capita; c;ncepts and definifion of curfreht assets

. Cash and ma;ketable securities--measurement problems | \

D. Other cﬁrrent aséets--specification requirements and measuremeﬁf éroblems

VIII. Current Assets (II):

A.

Measurément techniques for inventory evaluation:
‘1) FIFO ) r |
(2) LIFO

(3) Average

(4) Retail

(5) others

113




. . ) .'1%9..

-B. Reporting prébléms: lower of cost or: market, obsolete in?entbry,
appreciation ‘ . s /

IX. TFixed Assets

A. Non-current asset dzfined

smnd WS W

B. Present conceont of véluatibn: cost defined’

C. New concepts of'valuation: édvantages‘and~shortcoming

v
L ]

D. éelf constructed a#set ) e T

] i i E. R Fair<, reg}gggmeﬁté»énd“"HiéiShs
X.,-V~Degre¢ié££6;-
- A. Definitions of depreciation

B. Maintenanée of capital question

~

C. Methods of depreciation
(1) straight line
7 (2) Accelerated : ,

(2) Composite

- . (L) Others

XI., Tncome Taxes, Lease Committﬁents; Pension Costs End Research and Developménf

A. Tax allocation and Inpernal‘Revenue Services regulations

\,

B. Leased assets: asset d}‘expense? Measurement and allocation problems

[ e §
(]
[ ]

Pension costs-~measurement anc allocation problems

. , . 3
I« Research and development costs--measurement and allocation problems

P ]

T. Liabilities i SRR ‘
¥ A. Nature of liabilities
:' ' 3. Classification and measurément pfoblems:
l (1) Current /

. A (~) ~ong-term: bonds and qptes
3- .

]
C. Contingent liabilities--na‘.re dand measurement

/




l |
-=-1Y0-
' XTII. Ownership Equities: Corporation
: A.- Nafuré of ownership: var;ous-theories, proprietory, en@ity,”nesidual;
B. Classicificé}iqn:acapitalfgaﬁigéé;:iegﬁl qapital, paid in capitaL
| ‘ ________ P -"‘CT"'R&;-i:nt;dréarnings classifications:'?‘é;s“t_:;ig{{i_éﬁé,_—cﬁ;{dends
o ?#' 1’, N D. Earnings per share | -
XIV. Ownershib Equitiés: Proprietorshicv, ?artﬁership énd Joint Ventures
'; . ./ A. Proprietory capifal an&linéome ' ‘
:: | B. Partnership capital and admission of partners
{ C. Partnership Liquidation
D; Jdint venture accounging
XV. Finanpial Repofting
. A. Diéclosuré and au@ited reporﬁs )
- _
“B. angplidétéd financialvstafement""
‘ (1) Conditions of consolidation
\*\\ (2) Limits of the statements
> ~(3) Simple consolidated statements
i ” C. Pooling andlpurchase
,i,XVI. Consolidated Statements ' 4 -
A. Minority equity |
3. Intercompany expenses and revenues
C. Methoa of statement prevaration
XVII. Special Fiduciery Statements ’
) _P. Statement of affairs ' ' —

B. Realization aﬁﬁ liquidation réports

. Estate accounting
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T recomie pooks: - - -

- (1) Eldon Hendriksen, Accounting Theory, R.D. Irwin 1970 _

j ) o ) i . _ . \
= (2) Meigs, Johnson, Keller, Mosich, Intermediate Accounting, McGraw Hill, 1968

: ; (3) Meigs, Johnson, et. al., Advanced Acc¢ounting, McGraw-Hill, 1970

(4) Opinions and Statements, Accounting Principles Board of t_Te AICPA

etrnna an

(5) A Statement of Basic Accounting Theory, American Accounting Association, 1966
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. UNIT II--COST ANALYSIS AND CONTROL

Outline

/ =

]
i

} T | Introduction.

A. Cost accounting objectives _ | \

B. Differences between cost accounting and financial accounting

C. Cost accounting concepts: variable costs/fixed costs, historical/future -~
cost, direct/indirect etc, ' :

i et e

.
= * Ds "Cost accounting standards

{ E. Management process'and managerial co:t accounting

| 'IT. Budgetary Process and Organizational Planning
i . c C .

L A. Budget definition

B. Budget is & reflection of \orpdr'ia‘te goals:

'. \ 1
E ' (1) Goals of organization

(2) Individual goels

\

C.. Long-range olanning and its relation to ‘ppersSing budget

3‘ . . D. Planning program budgeting ! |
: E. Budget devélopment: process, reviéé:, ti;ade-o to a‘tl;tain goals s ’\_. -
} F. Lévéls of stancards and relationship bétween budget and standards - . ;
j' " G. The effects of oressure, participation, conflict' in l;pdg'et development ‘f\ v
| ITI. Developing Sales Budget | ) | . "{ B : o }'.t\'
3 A. The grass-i'oats approach to sales forecasting ) Lo // \ _
. ,\

B. The statistical approach‘_‘tio sales forecast;ing _
(1) Multiple regression | y | Y
(2) Weighte.d‘ moving average |
.(‘3) frobabilistic seles budget : )
C. Beha.viorai cc;ncepts ai‘fecting ',ne’forma:mn\of sales budget,

N g
17




‘ Developing Cost B_udget

A. Cost estimation

(1) Accountiné methods

T (2) Engineering meth-.ds v ‘ \ ) | s |
(3) statistical methods:

(a) Cost estimation based on regression analysis - \

[Eeerpe
.

(v} Proabll..ct:.c cost ectmavlon

\\ W, !

B. Establishing s andard costs: tyoe af =tanda"ds, setting sta.nda.rd< f‘or )
material, labor and overhead S e

2

! C. Flexible budgeting and cost estimation
D. Learning curve and¢ cost estimation
E.  PERT--cost/time/resource analysis estimation

Ve Linear Programming Approech to Budget bevelooment

o

w

A. The adva.ntagec of developing business budgets based on. linear programming

} . " -~ Be. Data requ:.rec to develop a l:.nea.r orogra.nnning budget model 2

C. Basic conceot= of linear programming \
i D. Solution of the linear model \
J\ (1) The-direct method ' R ‘
\ N : (2) The -dual method
(3) The simclex method
E. Integer programming and budget‘formatz.on

vIi. Brea.k-Even Analysis Under Risk

A. Evaluation of the assumptions underlying break-even ana.'l.ysis under
the deterministic model

B. Break=-even analysis for multiple products: fixed proportion,
variable proportions

/

. C. Breuk-even analysis for non-linear_cost ‘and revenue
3 D. Breek-even analysis under conditions of uncertainty

g E. Goal programming aporoach to break-even analysis

-




 VIII.

.- hbb.

A.

B.

C,

D..

VII. Nature of Contrbl Systems

Meaning of control--various concepts of control

Characteristics of a control system

'I:nformaltion and control systems:

(1) "Feedback" as a concept
(2) "Frequency of reporting”
(3) b;léasm'ement. of "inforr‘na.ti_o_n needs"

Motivationel and behairiora.l dimensions of control -

Responsibility Accounfing as an Information: Confrol System

A.

.Be

Ce

D.

E.

Cost Sta.nda.rds and Variance Analysis

* (1) Problems of allocation

o - N
Responsibility accounting defined and illustrated

Controllable and nnco,nﬁro]ia.ble costs

(2) Actuel or standard controllable costs

Selecting control, or responsiblity, centers

Evaluating responsibility accounting systems in terms of control
requirement

‘The limitations of responsibility accounting systems as an
-information system

‘Ao

B.

Ca

- D.

E.

The need for variance analysis €or deéision-mb.king

"I;'rice"' and "qué.ntity" veriances for material and labor costs
Mix and yieid variences for labor and material

Ox'rerhe.ad variances:

(1) Two variance system
(2) Three variance system

(3) Four variance system

Zimitation of the traditit.::na.l variance é.iialysis
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& New Dimension in Control Systems
. . . . , ; ’ . . . . , ) : .. )
A. Significant deviation and concept of normal variatjon in standards . 4

!
’

y B. Control chart applications to determine the.significant deyiation‘s -

C. Extending the deviation analysis approach: PR
(1) Bayesian analysie and process control

(2) Deviations as measures of effectiveness vs. efficiency .
(expost v<., exante analysis) :

(3) Studies of repor’t f‘requency: key-variable '-ap'oroach

XI. . Evaluating the Performance of a Divisionel Manager ° e

Se-

o rtan .

A. Surrogate measures: ' %I, controllable profit, etc.

\ : B. Transfer pricing. a.ccounting methods, economic methods ]
] ! o .
! . Ce. Impllcating': of transfer oricing methods on goa.l congruence
\ . and suggested solutions ‘ . . . _
i cT : ' L
\\: ¢ II. .Concepts of Product Costing
\ . . t
‘\ {7 A. Different conce:>te of costing a product
v i N .
-\\ " - . B, Absorption cocting and direct cost:.ng--product costing under each method
\\.‘ .
’*\ o Advanta.ges anc limitations of direct costing R
,.\\ ' D. Uses of ma.trix aooroach f‘or a.llocat:.ng service cost depa.rtments to
) } \ ' production departments : |
\  XIII. Process Costing: Multi-Process ’Ma.nui‘a.cturing Process - ' ;
E \ A, Cha.racteristics ol the process manufacturing system- costing centers,
/ physical flow, and cost flow ‘
.
} . B. Cost of product:.on- unit cost calculation: (using absorption and direct
E f costing) : .
rl R
i ' (1) Case I : No Beginning or ending’ goods-in-process
(2) Coise é;If[: Beginning and ending goods-in-process exist--calculation L

of equivalent um.ts

L §

<. Average costing for’ »oduct cost a

T a

|7 3 ~ D. FIFO costing for product cost s
 E. Accounting. records in a processf cost system

~ 8. . ! -
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»‘ ')C[V.- Un1t Costlng Sp011age and Jo‘j:nt Procluctc _ ' , )
- A. Unit coct calculatlons in. case\ of vpoﬂ.a,ge : ' o
'.(l) Coct treatment of normal and abnorma.l =p<‘ilage b
- , (2) Costlng for scre.p ?\‘
i \f‘g (3) Costlng for defective unlts
v' o . . | B. Unit cost ca.].cu‘la‘l:.:.onq in case of ,)omt tJroductc
k | (l) Jretlnctlon between ,jomt aind ‘)y-oroducts ) ‘
g ./// ,,(2) A.Llocatlon techn1ques~- - - | | |
".' // ‘ (a) Welghted average methodc o . _ :
3,{_; (b) Unwelghted method = .- -’ sr s _’b N , 3 |
(3) leltatlon of ‘the allc;catlonvc technu‘;.\r.zeq for dec1s1on-ma.kmg
‘ - ' C. The economic .views vs. the accnuntant' v;j.ews on..cost a]_locat:.on - PR
| ' to ,Jomt and by-products CT AR I : .
é XV, 3 Inventory Control Modele . -
- AL The ucefu.lness o“ the ‘model
. B. , The cr1ter1a for .choesm'g an inven tory control syetem | R "\i
. ? } . C. Inventory controi (eystems determnistlc case o - | S
| | (1) Lot s__1j_e_ ._sy»_s‘tem_ . ~ N
) B A } :_"(2) Jrder le‘vei evstem- . \ o h
5 _. (*) .)roer level--lot size’ sy=tem IR
- D. “Invent ory :yeteme under uncertalnti oo ., b o | ot )
Recommended Books: } R L o
; ( l) Nicholss 3opuch & Jacol: G.: Blrnberg vest'\Ae:eunting,.\ﬁareeurt,‘_ Brace & wOrld,\
LU0 Imew, 1969 T NS = ~. :
1" (2) .Charlee dorngren, Cost Accountlng, \‘rentlce-l-{all

—— e

T Bemrion .-

[ . . t

Gordon ahl]_llnglaw,

‘ 'There are ~everal other cost accou“‘.‘.ng "extc ava:.lable on thv ma.rket.
_ However,
- . course,

oet Accountmp_, 1~'1ar" e Irwin '

/
such texts exclude many o the J.mportant toplcs outlinec in this
Jccoromgly, their usefulneécds f‘o*‘ thls cou.rse is very limitec and

l we see no reason to meﬁtion them here.

-"./ . "y .
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EXTFRNAL DEGREE PROGRAM

* MODULE # ¢ CONCENTERATION IN FINANCE

’ -
-

The goai e'f'the concentration in finance is to enable the student to
understand and to comprehend the full range of the finance function in
an individuel firm, in an industry, and in the economy, both national

and i;ternational. Comprehension empraces the nbility to discuss critically

" and analyticelly the relevant theories, conceot<, methodologies, and

inctitutional arrengements in the area of finance,

Tn more specl’ic terms, tne student must understand the oprocess by
which (4.) resources within the firm are allocgted to investment proaects
uncer both certamf : and uncert alnty (2) decisions are.reached 1n either
acqun.r:.ng capital externa.._.y or atilizing *nterna].'l.y generated i}undc

Y long range growth\is fostered (4\ the financial commm.ty evaluater
both.the past performance an¢ future potent:.al of firms and mdustries.

To achieve these ob;jectiver, the student =ust be familier with the\

evolution of the 1n<t1 ut:.onc of finance,. the regulatory fremework within

which current 1nst1tut&ons op\te and the orobable patterns of development

_:m the future, vVital to an understanding of f:mance in the economy is the

area of monetery anc fiscal theory and policr., It is eseentlal tha.t the .

student be able to perceive anc analyze the impact of national a.nd

international policy decisions in the arees uvon tie financial merkets

anc¢ the decision process within individual Susiness organizations, .




] tnian frtinitartd

.definition of marketing, the management concepts of analyzing, organizing,
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AREA OF COMPETENCY - | /f |
- _ /
-~ MARKETING . ‘\\\\Z
Marketing may be defined—as, "... the analyzing, orga.n1z1ng, plann :{hg ‘and -

controlling of the firm's customer-impinging resources/ policies fa.nd a.ct1v1ties\
with a v1eY to satisfying the needs,and wants of chosen customer groups at

a profit."™ As can bv& observed in the above definition, marketing is -

more than selling. Marketing starts at the product development stage ,

and is managerially involved to the .post-purchase phase with the customer.
In.this course, we are concerned with marketif/ma.nagement and not with
marketing from a descriptive point of view. Hence in the aforementioned

planning, and control are mentioned. Marketing in terms of modern. thinking
cons1sts__o_f_}__mx.of ‘resources or ideas that are put together by the

organization to fulfill predetermined objectives. The mix "... of the
firm's customer ‘impinging resources, policies and activities..." are known
as the marketing mix. Ma;r\KEE:‘Lng' ‘mgnagement has one other characteristic.
That is, it must be considered as a philosophy in the organization that
involves 1nteg7ra.t1on and coordination to sa.tlsfy a group of customers

a.t a§rof1t.

The definition of marketing used in this course-is a broa.d one. In . / -
essence it consists of a total system of a.ct1v1t1es des1gned to produce

or fulfill ob,jectlves. As stated above, the' ma.rket/ing mix is usually

‘considered in marketing to dellnea.te the va.r‘ious subject areas that must
\ be "maneged"— . : . \
The core of marketing is basically exchan The exchange process involves - ) -,
products, services, or ideas.” Marketing /a.s & subject is useful for those
involved in a profit ovganiiation, a quaal-proflti;orga.mzatlon or a non-

profit organization. Anyone that is condéerned with exchanging or transmitting
goods; services, or ideas can benefit frgm a course in marketlng. Accordlngly,

this course is useful for- those involved with ma.na.gement in all orga.nlza.tions—
prlva.te or public,

The primary ob,jectlve_s__o_i_"m,ma.rket—lng"&rea are to provide an understa.nding

'oﬁtﬁe«role-thatﬁketlng plays in society and the business firm, describe

‘various aspects of and interrelations between the elements of the marketlng

mix in its application, and provide practice in the a.ppllca.tlon of -marketing
management technlques to marketlng problems and declslons.

The student will be expected to: ' - - ' | Y 's
1. Develop a knowledge and understanding of the role that marketlng S
- Plays in a ‘society a.nd 1n a bus1ness firm. - . e \'\
2 Develop a knowledge ‘and understa.ndlng of current marketing theories, _ e
principles, and techniques and how thede are. used in the solutlon\
of marketlng problems. . : e
7 l
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|| ' EXTERNAL DEGREE PROGRAM a
' FINANCE MAJOR
7 I. Resource Allocation Management
% A. Investment Decisions Under Certainﬁy

—

o . \

1. Analytical concepts . Y

P ]
' i

a. Compowuiing and discounting: discrete and continuous
b. Incremental cash flow

i - c. / Intangible m}fu«s/a'md costs

2. Profis ability eriteria

. a. Net present velue

b, Internal rate of return )
; . _¢. Profitebility index '

! " - " d. Equn.valencq of the methods for accept-}jget/de/déione N

/ 3. Internal rate of. return and nonsimple investments o Y.

, : a. - Classification of projects :

! . 'be Method for computing "return on invested capital.” :
v ' C. Analysis of nonsimple pure-investments v
-ds -Anelysis of nonsimple mixed investments ’

L, The reinvestmenf rate

a, Implicit assumptions of internal rate of return and net
present value

b. Explicit assumptions

c. Fisher's intersection ,

d. Resolving conflicting decisions

B. Investment Decisions Under Uncertainty

1. -Crude procedures widely used

i 2. Refined procedures )
3. Probabilistic aneslysis of a single .
1 e. The .expected value: net pfese‘nt value
: / b, The variance of net present value
. ce Decision criteria
- . oon £ _
lﬁ_ L,- Adopting portfolio selection to cepital budgeting

5. Decision trees.anéd sequential investment decisions
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1
3. Develop an ability t:\:;Elyze marketlng problems, propose alternative

solutions to these problems,™and evaluate the costs and benefits
of alternative solutions. \\\

o .

by, Develop an understandlng of marketiagks affects upon ‘a society.

<

2. Develop attitudes that will promote continulgg self—educatlon
' after completlon of formal educatlonal programs.

Part II includes examples of the behavioral ob*ectlves “that

This outline contains two parts: Part I pertains %o the coUS;iicontent and

with the course. e

The prereqplslte for this marketing course is the first course in

be” associated

marketing

or its eqplvalent.

In the external degree program the course in logistiecs

would be a prerequ151te. This course is lnterpreted to be a secoYd course

in marketlng. o '

.
a

. ~
. o

138
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C. Analysis of Selected I_tivestmen_t Decisions -

P

pa——

1. Leasing vs. borrowing o
2. Optimal service life '

T 3. The economics of bond refunding

' L4, Mske or buy decisions

Ciiman

- II. Capitel Costs, Veluation, Dividend Policy, Expansion and Contraction

A, Cost of Capital and Capital Structure T

i l. The concept defined

8, Hurdle rate . R
i ~ b. Capitalization rate ,

2, Costs of specific financial obligations
1 . & Debt
; - b, Preferred stock
c, Common equity

1) static company

2) Growth company

3) Retained earnings
3. Trading on the Equity -

a. Effect on the amount of residual earnings
b. Effect on Variability of residual earnings

L, capitel Structure and Valuation

a. Traditional hypothesis
b, The Modigliani-Miller hypothesis

B, Valuation '

l., Broad applicatione~of the concepts
2. ‘The generalized problem

a, Measuring the returns
b, B=Bvealur.ting the risk
¢, FEstatlishing the capitalization rate

3. Specific prcblems in veluation

a, Debt instruments o/va.rying risk
b, Cormon stocks

. ‘ .

1) Seasoned issues
" 2) 1Issues of small, new firms

A
.

I
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Methods of equity valuation

a8, Capitalization of earnings

b, " Capitalization of dividends ‘='

¢, Cepitelization of cash flow '

d, Present value of future price and dividends
e, Mathematical equlvalence of alternatlve va.luation theories

C. Dividend Policy

1.
. 2,
3.

Dividend policy as a finarcing decision : ——
Arguments for the relevance of dlvidende e
Arguments for

Optimal dividend policy

8, Stability of dividends

b, Other behavioral considerations
c. Stock dividends

d. Repurchase of stock

e, Procedursl and legal aspects

D. Expansion and Cc.)ntraction

1.

Mergers and acquisitions- -

8. Reasons for combinations: financial and behavioral
b, Types of mergers and consolidations
-Acquisitions: techniques and terms

~ Failure and Reorganization

a8, Voluntary srrangements
b, Involuntary arrangements
c. Reorganizations : creditor versus stockholder positions
d. Liquidation: priority of claims

TII. Portfolio Investment Analysis and Policy

A. Risk and the Portfolio Investment Process

1,
2,
3.

Investment and risk
The meaning of investment

Investment vs, speculation ”‘\\
Investment risks -
a, Market risk ‘ ' . \

b. Business risk ,
¢, Interest rate risk
d, Purchasing power risk

126




Marketing Measurement

A. Marketing Research ' :
1. Conter;t, definitions, types

B. Marketing Research Strategy :
l. Cost and value of information
2. Problem formulation

C. The Tactics of Marketing Reseq.nbh /
1. Research design :
2. Sources of marketing ‘information
3. Experimental designs

‘'D. Information from Respondents: Types

E. Obtaining Information from Respondents
1. . Communication
2. Obhservation
3. Motivation research

b i . _
A v

F. ;. Measurement and Scaling
1. Formal properties
.2. Psychological measurement and scaling

G. Sampling of Respondents: Tra.ditional l
i
H. Informa.tlon from Respondents and Seconda.ry Sources

I. Statistical Techniques in the Analysis of Associated Data- .
chi square, multivariate techniques, regressiomr and correlation -

analysis, linear discriminatory analysis, factor analysis, N
— canonical analysis

J. Information from Experiments

. i

K. Information from Simulations

' 1. Nature and purposes - monte carlo methods, experimental
gaming, heu.r:l.stic progra.mming

L. Foreca.sting in Ma.rketing Research

- 1. Nature and techniques, e.g., extrapolation, correlation,
econometrics, etc.

M. " Applications éf the Bayesian Approach to Marketing , ’ ' |
. // ’ ' /: : . ’
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B, The Securities Merkets !

1. Concept of a securities market
2. Stock exchange functions

bd ommg oD

a., Continuous market - /
b, Fair price and collateral value -
Cce Financing industry

_L-‘.n;.‘

3. The New York Stock Exchange e

[y
. '

a, History
b, Organization erd membership
ce Listings
d. Tradings

pa—

L, Other exchanges

5« The over-the-counter market
8. Distinction from organized exchanges
b, Advantages and disadvanatages

6.: The securities broker

g, The functions of a broker

b, Types of brokers orders

Ce Costs of securities transactions

d, Problem areas in the investor-broker relationships

-
[ 4

C. Securities Regulation

‘.

l. The securities acts

a. The Securities Act of 1933
b, The Securities Act of 193k
cs The .Maloney Act .

d. Other relevant legislation

2, The principle of self-regulatibg
3. The role of governing and administrative agencies

a&. Securities and Exchange Commission ’
R b. National Association of Securities Dealers =
; { : ce New York Stock Exchange and other exchanges
A d., States '

e, Other ’ :

D. Alternative Investment Outlets for Funds
1. Government securities

ea. U.S. Governments
b, State and municipal bonds

:ijaqlﬂ,ﬂ““,,wm_dMWMm,y R
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e II. Consumer Behavior

{ .
j A. A Béhavioral Approach to Maéyeting ' //
T { T 1. Theoretical foundations '

2. Stimulus - response conceptualization
. 3. Process of response

4, The behavioral q{ew

S ¢

B. Psychological Foundati ns of Behavior
. 1. Perception \\\ ’
s ? 2, Learning

" 3. Motivation \\\\

_ 4. Personality Lo

% ; ' . C. Attitude and Attitude Change
b 1. Information-processing approach to attitude
. 2, Structural approach to attitude
4 }5 - 3. Functional appraach to attitude
. " 4, Salience approach to attitude

. : : '”_;”-v~““'””"b;m'¢t6up Processes:The Sociological
' : - 1. Basis of behavior
2. Group memberships

///“ﬁu‘ = 3. Group properties
‘ : ' 4. Individual response to social influence
. 5. Family decision-making

6. Group influence in industrial buying

E. Patterns of Personal Influence . \
1. Nature of personal influence '
2. Opinion leadership
& 3. Consumer acceptance of personal influence

F. The Impact of Culture
1. Cultural classifications -
2. Subcultural groupings
3. Multinational marketing

{3 G. Social Class and Life Style
: : ‘1. Nature of social class
I S 2. Measuring social class
f j; 3. Life style

- 4, Social class and consumption

!F ) o H. New Product Diffusion:Innovator ot
1 : ' Product dimension, social dimension and sociocultural dimension

R
W
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Types of bends

Quality of\the borrowers
3) Bond ratings

L) Portfolio aspects

5) Tax advanteges

2. Corporate bonds

e e Iy |
N
N N

a, The nature of corporate bonds

b. Investment quality

c. Bond ratings

d. Investment adventages and disadvantages

Y ' e, Convertible bonds . -

] [
R '

3. Preferred stock

_ a. General nature of yreferred stock
N : b. Preferred stock yields

‘ 1) Compared with bonds
i 2) Historical pat@srn

c. Analysis of preferred stock issues
d.. Tex advantages-to investors

e. Convertible preferred stock

f., Averages and speciel situations

4, Common stocks

a. Attributes toward common stock ownershiop
b. Attributes and advantages -

: 1) voting powers
o o 2) Dividends
' ' 3) Preemptive rights

C. Yields - historical experience
d. Performance measurement
e. Disadvantegeés of ownership

5. Mutual funds

a. Definition -

b. Types of funds according to objectives T~
c. Load vs. no-load funds

d. Measuring the historical performance

6. oOther portfolio assets

a., Real property

b. Mortgages
¢c. Commodity futures
d . Othe r
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B.

c.

D.

E.

.G.
H.
I.

| J.

K.

L.

N,

M&n

A,

F.

| Attitudes Toward Communicators>~——

“Ms

Social Role of Marketing Communication

1. Demand stimulation -

2. Standard of living

3. . Support of mass media

4. Promotion of public objectives
5. Stimulation of competition

Communication in the Marketing Mix

1. The marketing concept

2. The definition of marketing

3. Purpase of marketing communication
4, Stages in-the buying decision

5. Tools of the communicator

6. Planning communication strategy

The Communication Process

Audience PrediSposiEions

1. The. significance of predispositions for strategy P e
2. Marketing communication objectives M“?€3§§&§§*’*
3. Sources of predispositions B '
4. The selective processes - e -
5. Measuring predispositions ...
Groups as Soureee*dfyfredispositions
— 4 :
Groups as Networks 4
1. Opinion -leaders )
2, Innovators -

Individual Determinants ofﬂ?ersuasfﬁiiity A

N

Effectiveness of Mass Versus Personal Communication

Market Measurement and Forecasting o : ) Y

Chyracteristics of Effective Messages
1. \Need arousal -

2. Types of appeals

3. Message structure

4. Frequency and repetition

5. Perception of visual stimulL

Developing Communicacion Objectives

st

" The CreatIVe“Process‘

Developing Effective Salesmen

1. Determinants of effective salesmen
2. Recruitment and selection
3. Training

4, Manpower developmenc program
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Analysis of Financial Statements

l. Analysis of the income statement

] o—— g
5]
®

a, AdJjustment of reported income

~ 1) Effect of reserves

2) Extraordinary charges

3) Inventory veluation

L) Depreciation method

5). Subsidiaries end affiliates
.6) Dillution

“
LI

b. Trend analysis
c. Forecasting future saZ!{s and income

i— "2, Balance sheet analysis K \

a, Liquidity measures
b. Financial structure
c. Asset corporation

3.. Rate of return and turnover measures
Lk, Per share analysis
5. Per dollar of market analysis

/ 6. Asset value and cash value factors

¥, Investment Timing

l. Business cycle analysis
2. Technical analysis

a. Dow theory

b. :Point and figure , )
c. Line and bar charting e
o 3. Formula plans

a. Dollar averaging
b. Ratio formul‘as

4. The random walk theory

G Instituticnal Portfolio Management

l. Commercial and savinge banks
2, Mutusl savings bank and savings and loans
* 3. Life insurance companies
Lk, Property and casualty
5. . Noninsured pension plans ‘

129
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0. Message Testing _
1. Measurement techniques s

P. Determining Level of Effort . . :

. w® 1. Use of budgets - ./
2. Traditional approaches to budget setting
3. The conceptual grdblem
4. Models

5. ' The Measurément problem

Im-,.-_i-/.4
&

Vs §
1

Q. Allocating Communication Effort

1. Analytical framework
-.2. " Kind§ of allocation pro
3. Assigning perso Selling effort

St [ e 1
! R

Qn ive Values of Mass Media
« Definition of qualitative value
2. Comparative media effects

3. Characteristics of mass media /
- ‘ - S; Media Strategy
{ 1. Defining the audience

2.  Rated exposure value
3. Basic audience measurement concepts
{ 4. Media audience: information
5. Media plan
. 6. Media selection decisions
i 7. Mathematical models

T. Evaluating Media Effectiveness
1. Definition of media effectiveness
2. Model for evaluating media _
3. Measuring audience characteristics "
4. leasures of impact

U. Channel Members' Roles in Strategy

; 1. Channel functions.

A O 2. Factors influencing resellers roles
: - 3. Controlling resellers' performance

- V. Sales Promotion, Deals and Display

: l. Objectives .

i ! 2. Role relationships

- 3. . Evaluation of sales promotion, deals and display
. _ ; .

W. Packaging and Branding as Communication

- X. Corporate Advertising, Public Relations and Publicity

Y. Coordinating Communication Elements
1. Functional coordination"
2. Financial coordination ,
‘3. Time coordination -

4. Organization _ - _
' 5. Strategic planning ' a '
- 6, Campaign evaluation and feedback ' \

/ ‘ 1/
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V.

Monetary and Fiscal Analysis

A.

B.

C.

125

Money and Prices: The Quantity Theories

W N =
)

De

3.

.National income

Mea.mngs apd the value of money

Measures or price level change

Relation of commodity content to the value of money
The quantity-velocity approach

e. The equation of echange: transactions-velocity formulation
b, The equation of exchange: income-velocity formaulation
c. The quantity theory in transactions-velocity terms

The cash-balances approach

a, The cash-balances identity

b. The aquantity theory in cash-balances terms

c. Relationship between the velocity and cash-balences approaches
d. The Cambridge arproach and the transition to later monetary

a.Lv is,

, ‘IIationaJ. Income

The circula.r \f{ow in a simple econonw
flows : A

a. Income and trahsfer payments

b. Netional product: es the sum of values added

¢, Saving and 1nvestment

d. Gross and net inveetment

e. Saving and investment in the circular flow
—~

Nationsl income concepts in a cbmpl_l.ex ecbnonw

e. Cross naticnal product ™

b, Net natlonal product’

¢, Naetional income at factor dost

d, Personal income’
€. Disppsable income

Determination of Income
The consuﬁption function

a, The marginal propensities to consume and save
b, The average propensities to consume end save

The determination of equilibrium income

&, The investment multiplier
b, The adjustment process
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IV.  Product” and Pricing

o
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-

T

. P . | : .
'/,/f’ A. The Significance of New Products

'

1. Corporate growth
2. Importance of new products management
3. Product life-cycle

B. Developing a Product Strategy
N 1. Basic concepts
' 2. Determinants of product mix
3. Product Planning
. Product line policy
. Product investments

. Market considerations
. Deslgnlng the product strategy

@@= G\ &

c. Developlng New Products Internally
1. Organizing for development : <
2.‘Generat1ng nevw product ideas
3. Coordinating and controlling development

_ D.”Launchlng New Products
~ 1. Commercialization problems
2. Marketing mix factors
3. Formulating over-all marketlng strategy
L, Testing, executlng, and evaluating the program

Pricing .
A. Price Theory =~ s SR
1. Types and nature of pricing decisions o~
2. Parties 1nvolved in the pricing process C - f\\\\

3. Market structures
4. Pricing decision models

B. Pricing Programs
1. Pricing objectives
2. Resources required for effective pricing
3. Information flow for pricing
b, Pricing research: market trial, qaestlonnalre investigation,
barter experiment, statistical analysis

‘5. Pricing methods: complete and partial pricing methods, pr1ce-'

line pricing, multi-stage approech to pricing
6. Pr1c1ng strategies: new products, declining markets

. Company considerations L ' ' -
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V. Marketing Channels and Physical Distribution

A.

B.

.C.

(?.?a

Aspects of marketing channels: definitions, degeriptions, and
classifications

Social and BEconomic Values of Marketing Channels: Economic °
Utilities and Efficiencies

Distribution Channels -

1. Traditional views of channel structure
2. Channel structure concepts

3. Channel functions'

4. Channel objectives: engagements, adjustments, massed reserves
S. _Spatial and temporal relationships

DetermiLants -and Dynamics of Distribution Systems
1. Environmental parameters
2. Dyn ic factors -

Janagement of Marketing Channels

1. Design criteria

2. _Elements of the marketing mix and their relationships
with channel structure

3. RolF relationships and mechanisms for channel control

'Geographic'Patterns
'l. Introduction and historical treatments

2. Geomarket patterns and georeference systemsu

Physical Distribution Management

1. Introduction: definitions, historical development, approaches

Marketing and Physical Distribution
1.” Physical distribution as a marketing strategy
2. Market forces 1nfluencing physical distribution

Physical Distribution Systems

. 1. The integrated physical distribution system: concept °

activity centers, network, firm and competitive action
2. The phy31ca1 distribution mission

Distribution Activity Centers . . 7
1. Transport supply ' '

2. Transportation rate regulation

3. Transportation pricing and related services

4, Nontransportation costs vs. direct transportation costs

¥

Transportation Costing

1. Costing categories: cost centers, cost concepts, and
relationship of costing to pricing
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The determination of the rate of investment

a. The "efficiency" of an asset
b, The merginal efficiency of capital
ce. Tke investment demend schedule

Intexrelations between investment and consumntion

a. The accelerator . :
b. 1Interaction of accelerator and multiplier

Governmental fiscal effects

2, The effects of governmment expenditures

b. The effects of taxes

c. Balanced budget effects .

d. The effects of government transfers )
€. Variable taxes as built-in stabilizers

Money, Interest end Income

1.

Thﬁaémand for money

1
e, The trensactions motive
b, - The precautionary motive
c. The speculative ,motive

Determination of the market rate of interest

The integration of money, interest, and income

The structure of interest rates

The flow of funds accounts -

The loanable funds approach to interest rate determination

a2, The supply of loeneble funds

5)

- 6)

' Deﬁésit-type intermediaries - bank and nonbank

Insurance compenies
Pension funds- i .
Investment-type intermediaries

a) Mutual funds
b) Bank-administered personal trusts
c) Bank common trust funds

Consumer-oriented intermediaries
a) The commerciel bank role
b) Sales finance companies

c) Consumer finance companies 4

Government lending agencies
P

] s
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VI.

S

F =197~

b, The demand for, loanable funds

1) Business investment demend

2) Mortgage credit

3) Consumer credit

k) rgricultural “credit

"5) State and local government credit
6) Federal government demand

7) ‘Foreign invesiment

Inflation
l. The meaning of inflation
2. Inflation in the totel expenditure framework
2, Pure inflation
b, Limits to inflation: the -rice level and the real demand
for output
c. Inflation without limit: “hyper-inflation,"
e DPrice levels as detilermined"oy aggregate demand and supply
., The mechenisms of/inflation
2. ‘Excess-'demand inflation
b, Supply induced inflation
Ce. Structural inflation
5. The effects of inflation
2. Contractual relationchips '
b, Business activity
6. Policy implicetions

Financial Policies in Operation

A, Stabilization Policy ,

Be

1,

Objectives of stabilization policy
.The means of stabilization policy
The operation of monetary policy
Fiscal policy

a. Types of fiscel policies .

b. The allocative effects of alternative fiscal policies
c. The case for federal fiscal policy

National Debt and Debt Management
Quentitative aspects of federal debt

a., The federal debt in relation to total debt
b.. The debt in current and constant dollars

¢, The nationel debt and national income‘

d. Interest on the debt ans the level of income
€. Ownership and maturity distribution

-
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Inventory Allocations

1. Cost of carrying inventory

2. Inventory control systems and objectives
3. Time dimensions of inventory-order cycles
4, Economic order quantities

5. Distribution planning aspects of inventory

Information Flows and Physical Distribution Communications
1. Introduction, -

2. Planning and implementing a data communications system

Distribution Warehousing

1. Concepts and location patterns
2. Location strategy

3. Functions

4., Alternatives

5. Location techniques

6. Organization

Total Cost Planning

1. Trade-offs

2. Identification of cost centers

3. Alternative distribution policies

Distribution System Design
1. Basic considerations
2. Design integration techniques: simulation modeling, comparative

statics, multiple analysis, dynamic simulation, static simulatton,
heuristics ,

3. Managerial guide to system design

.
/
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VII.

C. The

128 -

Ways of viewing thec nationel debt

. The burden of national debt

2. The burden of an existing debt
b, Transferring the burden to future generations
¢, National debt and econonmic growth

Debt management

a2, The nature of debt menagement
b, The objectives of debt mancgement

Cc. Debt management as an instrument for influencing
aggregate demand

d., The debt as an automatic stabilizer

Accord of 1951

D. , Recent Monetary and Fiscal Issues

3

1.

.BEe "Government and the Banks: Problens of Supervision and Control

The nature of relations betwcem government and banking

g, Nature of interests which are involved

~ b, The effectiveness of control

.3.

The Bases of Examination Policy

a. "The inherent instability of bank credit"
b, Credit instability and examination procedure
c. The valuation of banking assets

Role of the government in financial stability

a. The Federal Deposit Insurance Corporation
b, The Federal Reserve and the Treasury

The regulation of banking structure .

2. Entry into banking

b, The regulation of branch banking

c. The regulation of bank mergers

d. The regulation of bank holding companies

s

Internetional Finance

A. Foreign Exchange and the Balance of Payments

1,

Basic elements of foreign exchange

a. The nature of foreign exchange '
b. The exchange rate as a rrice
¢. The market for foreign exchange™ —
d. Role of the dealer in foreign exchange

133 .
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VI.

Control of Marketing Acciviciesb

A.

B.

Sales analysis

Cost analysis

1. The nature of marketing costs: .jointness, allocation
problems, causality

_‘2. Methodology of distribution cost analysis. contribution margin

versus net profit approaches
3. Applications

Control Systems
1. Definitions

. 2, Marketing control devices: position descripcions, sales

targets, hudgets, audits, profit centers
3. Marketing control: company subsystems, outside agenca,
marketing employees, program effectiveness, special projects

4, The control process: goals, program, information, and
corrective actions 4

Intelligence Systems ' N
l. Internal information versus external informacion flows .

Channel Information and Concrol Systems ' ‘ 7

1. Information systems and their linkages: the manufacturers,
wholesalers, retailers, and customers

2. Apgpraising distribution channel performance

147
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- 14: Describe the differences between probability and purposive sampiing
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idarketing Measurement: Behavioral Ob jectives

" The ‘'student -will be 'expect:ed to: ’
} i .

"1. Define ‘the term marketing research =~ . :

2.  Distinguish between fundamental and applied research

3. . List.the types of marketing research L

4. List and describe the components of a marketing research problem
- 5.. List and describe the different types of research designs

- 6. List and describe the sources of marketing informsation ;

7. List the types of information that can be obtained from respondents
8. List and describe the sources of error in information from respondents
9. Prepare and test a questionnaire seeking information from respondents

-10. List the means of obtaining information from respondents - .-

used in motivation research :

12, Define and describe the formal properties of measurement
13. List and describe scaling methods :

1l. Describe motivation reseatch-and list research techniques = - ‘

15. List and describe specialized sampling procedures .

16. iscuss and compare the traditional and Bayesian approaches".to
* sample size determination '
17. List the steps involved in-analyzing sample "data and drawing

‘inferences . S e

18. . List ‘the steps -involved in ordering research- data into appropriate
categories - . C L ,

19. List and describe the considerations involved in summarizing

. categorized data . e - .

20. Define and describe the applications of the square analysis of
classification data , ! '-\ :

21. vefine and describe multivariate analytical procedures

22. Define and describe linear discriminatory analysis

23. Define and describe factor analysis ' ‘

24. " Define and describe canonical analysis

25. wefine simulation and list simulation procedures used in, analyiing
marketing problems . '
N

26. List and describe narketing forecasting techniques o

o

Consumer Behavior:Behavioral Objectives .

1 ‘Define" the term Gonsumer behavior

2. . List the factors that influence the consumer in the purchasing

decision process : :

3. Define the terms perception, learning, motivation, and attitude

4. List the groups that influence the purchasing decision

5. Define the groups that influence the purchasing decision-

6. List the characteristics of a typical opinion leader

7. ‘vefine the term culture '

. to the marketing mix

9+ Dbefine the term social class _

10. _List five (5) ways indicating how class is directly related to
consumption behavior

. 8.  Explain in a concise manner specificélly how culture may be related




11.
12,
13.
14.
15.
16.
17.

18.
19.
20.

<

List and explain how the concept perception may be used in marketing
List and explain how the concept motivation may be used in marketing
List and explain how attitudes may be changed )

Define the term, "life—style" )

Define and explain the term, '"reference group

"List ways that the reference group concept may be used in marketing
‘List the differences and the similarities that exist between an ’

industrial buyer and a household buyer
List the characteristics of a typical ‘innovator
Draw and briefly explain the diffusion process :
List the reasons why one should understand the consumer when
applying the subiect of marketing -

Communication: BehavioJal Objectives

1.
2.
30
4.
5.
6.

7.
8.

9.
10.
11.
12,

13,
14.
. 150!
16.
17.
18.
19.

20.

I

List the decision stages in a communication plan
Draw a communication process -
List the sources of audience predispositions ) \

List the individual determinants of persuasibility ' '
Choose the variablés that contribute to mass communication effectiveness
Choose the variablés that contribute to personal communication

~ effectiveness

[l
)

List the characterFstics of effective messages E

Develop a method that may.be used to determine the level of
communication effort

List and-briefly discuss four (4) kinds of allocation problems

Draw the process of campaign effects

List the functions| of communication in an organization

List six (6) communication objectives and- indicate why they are or
maybe effective {-" —

List and discuss the stages in the creative process

‘List and discuss the det'erminants of salesmen effectiveness

Draw a.model: for massagertesating
List and discuss_sim (6) measurement techniques for message testing
List and discuss the qualitative values for mass média

"List and discuss the ‘dimensions of the media plan

Define and show the relationship between advertising, personal selling,_
promotion, publicity, and public relaticns
Draw the control process in ~marketing communication management

Product and Price: Behavioral Ob jectives

1.
2.

3.
4,
5.

6.

List the inportance of new- products to a £1rm

Draw the product life—cycle and show important managerial
implications

List and briefly discuss the factors that are involved in
developing a product strategy !

Draw an organizational chart indicating the optimum form of
organization that may be considered in new product development

Show through a calculation a new product development controlling
procedure

List and briefly discuss the steps involved when launching a -
new, product ' ! : .
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10.
11,
12,
13.
14,
15,
16.
17.
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Define’wbat is meant by the term, price _

List and describe the types and nature of pricing decisions
prevalent in business’firms )

List the parties involved in the pricing process and

Tdiscuss the nature of involvements .

List and discuss the effects that market structures have upon:
pricing policies :

List and discuss pricing decision models : :

List and describe pricing objectives !

Describe business, resources required for effective.pzicingci,nn;”_

‘Describe informadion flow requirements for effective pricing

List and describe different types of pricing research

List and describe pricing methods

List and describe pricing strategies ~ .

-~

Marketing Channels and Physical Distribution: Behavioral Objectives

1,

2.

3.

6.
7.

8.

210..

11.
12,
13.
14,

15.

16,
17.
18.

.19,

20.

21.

22.

23.

Define and describe marketing channel systems {
List the various ways in which channheéls.may be classified
Define the following channel objectives:

1
a.' Minimum - possible engagements ~

'b. Maximum postponements in adJustment

¢, Minimum massed reserves
Define and characterize middlemen
Discuss the spatial and temporal relationships inherent in - '
channel systems
List and describe the’ design criteria for channel systems_
Discuss and contrast the effeFts that channel systems have
upon the marketing mix | _ o
Discuss role relationships in channéls of distribution

Describe hypothesis of the forces creating dynamic change in
channel systems

-Describe implications of georeference _patterns for the distribution

of goods and services in an economy

List the criteria for the design of a georeference system

Describe basic types of georeference systems:.

Define physical distribution management

Discuss the historical development of physical distribution
in the U.S. economy —_—

List the major components of a business firm's physical distribution
system

List and describe the legal forms of transport

List carriers exempted from direct government regulation

List government transportation regulating ‘agencies and modes
of transportation covered under regulation

List the cost centers used in determing transportation costs

List and discuss the objectives of inventory control systems

Define the term economic order quantity and present a graphical
interpretation of its apgzlication and value

List the factors involved that influence the functioning of a
communications system " :

List and describe the types of distribution structures that evolve
when distribution warehouses are adopted

151




2h. List and descr1be locatlon strategies accordlng to product
differentiation considerations
25. List and describe distribution warehouse functions
l oo 26. List and compare ‘warehouse alternatives
N 27. Define and describe the objective of total cost plannlng
) 28. List ~nst centers relevant to total cost analysis

" 29. List and discuss alternative distribution policies
;,f,~' ' 30. List and describe distributiod system design 1ntegrat10n technlques
e _ 31. List the components of a distribution system audit

VI. Control of Marketing,Activities: Behaviorél Objectives

1. List and describe the various kinds of sales analy51s
H . 2. Define dlstrlbutlon/marketlng cost_analysis .
! >~ 3. List and discuss measurement problems enéountered in distribution
cost analysis o
: I ‘ L, Describe-the_steps.-involved in distribution costs analysis
. 5. Compareazpd discuss the net profit and contribution margln
"*~~\m\” approathes to dlstrlbutlon cost analysis

~ pply’ dlstr1but10n cost analysis approaches to a marketlng problem
'7. List and describe marketing control devices

8. List and describe the elements of a marketing control system
9. Describe and.discuss the .elements in a marketlng control process

o “* /
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AREA OF COMPETENCY

OPERATIONS MANAGEMENT

-
3
i
3

A

N

Involves an interrelated approach to the management of the resources which

AP,

i _ -are necessary for the creation of gobds and/or services. The management,
planning and control of operations are considered as seﬁarate and distinct
functions. Thé{systems approach is used to show the primary andnsgcondggy;v

relationships which are necessary for the most effecient forms of éfganiza-

El

.tion,

" OPERATIONS MANAGEMENT

-7 OPERATIONS  PLANNING & CONTROL

_SYSTEMS ANALYSIS

—

;,,/Aréi/fg;;: Professor Richard J. Hopemant‘

: :‘. S, e

Professor Lloyd Swanson

- _- i g :
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Area of Competency

Operations Management
~ N R \

Operations management involves the management of the resources which

are required to.create products and/or services. As needs have changed

and as technologi cal developments have emerged, 'the requirement for

- an adaptive capability in management has become paramount. The impact

// of computers and automation has created. ‘a s1tuation in which the. manager

must be capable of dealing with his organization in a broadly- based

. way with information networks linkingiall’félevant components.

‘The origins of operations management were in the scientific
menagement movement shortly-after the turn of the century. Since this
movement and subsequent decades of development occurred in a manufacturing

or industrial sett1ng, many of the concepts and techniques developed

in this field represent this setting. The modern notion of operatioﬁ§k
.management, hoWever; is broadening rapidly. Paralled decisions have been
‘found ‘in business administration, hospital administration, education administration,

engineering administration, publicradministration, and social work administration.

These common decisions indicate that in the years'ahead many-applications
P
.of the concepts in operations management will be made throughout society.

In addition to the management of production systems in general this
, y
area is

cerned with production system design and the subsequent
plannin » analysis, and control of production systems. A statement of

learning objectives, a topical outline, and bibliography follows. : -

N
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. Area of Competency ‘ //

Operations Management -

ijectives: SRR

i o S BN
|
~

< The primary objective of this initial area in operations management

e

is to provide an understanding of the design of a production system as well

as the planning, analysis, and control -activities associated with the

fedmaran]
. H

menagement -of operations.
The student will be expected to be'able'

1. To deflne inputs, processes, and outputs 1n an operatlons management
visettlng.
2. To list the factors to be consldered in a plant 1ocat10n dec1sion.
3. To evaluate the tradeoffs among location factors.
4, To distinguish among types of layouts.
5. To analyze.layouts,using flow process charts, flow diagrams and

_ precedence graphs. |
: : 6. To solve problems in layout using queuing theory. ) v

.T. To explain principles of materials handling;

8. To designate factors to be considere

in meking materials

T : handling decisjions.

9. To solve materials handling problems using the transportation method

/

of operations research. /

10. To evaluate the human factors/’m Job design.

1l1. To describe the research and development procedure.

12, To solve .research scheduling problems with PERT.
g . \
o 13. To distinguish between open ‘and closed-loop feedback in automation.

Vi

~ . 196




14,

| 15.

16.

g u«'w,’

17.

N}
i

18.

toamanaen b
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19.
21.
22.
23.
2k,

27.

29.

30.

31.

Loalian. §
o

20. -

.25.'
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To describe several types of production control.

To distinguish between control systems for intermittent and

continudus process production systems.

To solve forecasting problems usi'ng least squares 'regreésion, weighted
moving averages, and exponential smoothing.

To solve problems essociated with determini_ng the optimum

: pro'duction lot size.

To use linear programming to determine the optimal product. mi x.

To explai'n how simulation i.s used in i)roduction planning.

’I;o explain the purchasing procédure.

To explaih_the conditions affecting décisions to make, 'buy, or .lea.se
proﬁucts and sc;rvicc;s;

To describe value a.na.lysié.

To solve economic order quantity problems.

To discuss the derivation and behavior of the variables' in the EOQ model.

To solve reorder-_'point problems.

To develop a quality control program utilizing mean chai'ts, range

To describe several acceptance sampling plans.

. To explein the use of flow process charts, operator process ché.rts,

micromotion charts, and simultaneous ,motioh charts.

To deséribe work xlneasurement‘procedures.

Td describe the various time-based and output-based wage systems. -
To describe job ra.nking,' claésification, factor comparison and

point plans as é.pproaches to Job e\’ra..luation.

45
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Area of Competency

Operat.ions Management

Topical Outline

I The.Mt—:.nagement of Production Systems

Tre obJectives of production

The concept of a production system

Basjlsc types of production systems - J;/
i’roblems pertaining to production systems ,//'V;
The relationship of production to other areas of the fifm
The production manager and the produa;tion system

The production manager and the firm

The production manager and the environment of the firm

II Production System Design . . ‘.

A. Location of the Plent

4

. The plent location decision

'Impartance in production system design

The choice of the community
Thg ‘choice of the site
Soufces of information in plant-loc'ation analysis
Plant 1orcation trends |
of Facilities
ObJecfives_ of plant leyout ‘
Basic types.of layouts |
TN
Process 1ayo:1'\xs

Product_layouts
A . /

/Combinations of process and prgduct -layouts .

7/ Fixed-position layouts /
/ ' .

o

/
> /SN



8.

e e}
&=
c e

10.

11.

T..

9.

Cost comparisions by type of layout
Fac\ors a.ffec’fing layout

Quantita.tivé analysis in plant la.yout

C. Materials Handling
"';I'he risks of inefficient materials handling

" Principles of materials handling

Materials handling devices
Factors affecting materials-handling decisions

Analytical methods in materials handling

D. Research and Product Development

Types of r('esea.rch

Organizing fof reséarch and development
Menagement of resedrchers

The innovation cycle

Patents

Product development

The develoPniental pro-cedure

The use of PERT in product development
Project milestone schedules

Cost control in R&D management ;-

Product design\" _

199
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III Planning, Analysis, and Control of Production Systems .

E. Production Planning and Control

The functions of production planning and control . /

Types of production control

: Cbmputers and data processing in production planning and control .

Methods of overcoming fluctuations in demand
Forecesting of requirements

Techniques of forecasting

F./Deci sion Models i‘n Production Planning and Control

1. Determination of the optimum production lot size

2.

3.

Using linear programming to determine optimal product mix

Linear programming applied to jJob assignment

Gantt chart applications to scheduling

The use of PERT in production planning gnd control

The:systems framework of production scheduling

Simulation_ of flow rate, volume, and capacity interaction patterns

G. Procurement

The obJectives of the procurement department

The purchasing procedure

Determination of sources of. supply -

Determination of prices; |

Make, buy, or lea?e‘ decisions _ ’
Value analysis

Systems contracting

Operations research in procurement ' /

Legal and ethical aspects of procurement

160
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H. Inventory Control

l.

Objectives of inventory control
Cost factors in inventory control

Economic order quantities

- Reorder points

The inventory control procedure
Inventory control systems
The dynamicé of inventories

The effect of value and usage on inventory control.

I. Inspection and Quality Control '

1.

.7.

J. Statistical Quality Control o T

Purposes of inspection and quality

- The concept of quality

When, where and how much to inspect
Feedback and the inspection process

Variables and attributes in inspection

‘Sources of quality problems

In spéction de?ices |

Quality control charts:

Contrbi limits and tolerance limits

Control chart appiications

Control of a/.ttribﬁtes. .

Control cha;rt for pércentage defective

Appliqa.tion:s of p charts - | L,
1

Acceptance 'sampling

!

404
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K. Methods Analysis

L.

M.

1.

.2,

6.
7.

ObJecti;kes of methods analysis
Mo’cipn-stuclv techniques
Motion-study principles
Analysis oi" ’Ef:erbligs
Micromot’ion study

Process ch a.rfs

Atti’pudes ;cowar@ motion study

Work Measurement

1. Thel purpose of time study )
2. The time-study analyst
3. Time-stpclv me\thods
l_&. Performance rating -
5. Allm};l%e factors . , .. ' ﬂ.>.
6. Synthetic time stuéy.
T. ‘Limitations -of time study
Wage Incentives and Job Evaluation  -. “ . ’
l. Wage systems based on time .
2. Wage systems based on output ' /‘
3. Othgf types of wage inceptive system ' ‘
4. Guidelines for successful wage incentive systems
5. Job evalua.tioh |
6.

Guidelines for successful job evaluation systems:

i
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Area of Competency

Operations Planning and Control

Operations planning and control covers" a wide variety of topics all

of which are not atrictly divided along either planning or control aspects, but
rather are viewed as general problem areas combining both planning and control
aapects. Project management is one such example. It has only been relatively
recently that management has viewed project management as a distinct and
separate -aspect although it has always existed in the past. Both PERT and CPM
have advanced _the state of the art considerably, aothough both have serious
drawbacks. The possibilities of combining the advantages of both techniquea
* looks promising, but as yet has not successfully been accomplished Both_ .
information purchasing and bid making as well as the control aspects of network
management are emphasized. iy

Lo Production-inventory syatems constitute one of the ma jor respo::(ibilitiea
of the operations manager. Prior to any planning or control adequate forecaats
of future needs. must be made. Among the various statistical techniques available,
exponential amoothing appears to be ;ite promising., Besides knowing the
various inventory models available, it ia essential to know\' their limitations
and pitfalls aince as yet there is no universal inventory model. .. Actually
inventoriea are just a part of the aggregate production planning and scheduling
problem since employment levels and production rates are to an extent dependent
upon the level of inventory. Several mathematical and heuristic programing

models are available to assist the decia:l.on maker in handling this even larger

problem, .
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'The problems of planning and scheduling differ considerably for high

-~

; volume items as contrasted with low volume production levels. Problems

e ,

_ associated with high volume center around t\hee\stablishment of information
:' feedb_a'c_k systems and sma11 scale sequencing of operations, i. e. line balencing.

Low volume problems are associated with the layout of facilities and the

ot

scheduling oﬁ a variety cf jobs with several operations restricted by ‘both men .and

‘i equipment. Again, both mathematical and heuristic models are a/vailable to

. /
assist the deci}ion maker, _/ . ’

D ——

bty

The quality of the products being produced is of utmost importance,
d

s '~ Several statistical techniques are available to economically assist in the

control of quality, \\Msthematicsl models are of ,some help for planning purposes.

; ' '1‘he facility \‘tself along with its rep1acement and expansion are also

- decisions to which the operations manager addresses’ himself. These problems are

J somewhat complex due to tﬂhe dependence of the alternatives availablevnich should

.
- - } .
" be made known to the operations manager, l '
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Object ives

T ' ‘Operations Planning and Control

1. “The student should understdn;! the underlying theory of program evaluation
/ and review technique including its assumptions and inherent errors.

2. The student should also understand the critical path method, its ass;.xmptions
‘and pitfalls. ) ' - : '

3. The student should be aware of both the ‘advantages and difficulties of
combining the approaches of CPM and "PERT.

4, .The student shouldl ha§e-a kn\owl:g,dge of the methods available for determining
the proper amount of additional.-information to be obtained,
With respect to project bid making, the student should be aware of not only
his costs, but also his competitor's costs and information,

The student should be aware of the advantages of controlling a project with
the 'aid of a network. ' ,

The student should be aware of sevewthe’;s‘t‘a‘ﬁ?tical forecasting techniques
including exponential smoothing, ' ,

The student should know the basic inventory models, their assumptions, and
interactions among the various kinds of inventories. :

The student should understand the aggregate production, employment, and
inventory problem and how the various outside influences effect the nature
' og the problem, ' : |

The student slilould-lc-not.r~ the mathematical methods, including the linear
decision rule-and the simplex approach, for solving the aggregate production,
‘employment, and inventory problem, : . '

The student should also know the ‘various heuristic programming and computer
search techniques for solving the aggregate production, employment and.

-

inventory problem,
-~

'-IZNe/stﬁient should have a kinowledge of the particular problems associated
————with planning and scheduling of high volume items; and in particular, the
assembly line balancing problem. '
pd '

13. The studéﬁt_‘should also be aware of the problems and various solutions
associated with low volume production such as the layout problem and the
job shop scheduling problem, ' :




. assisting in solving this problem,

The student should also understand the scope of the quality planning and
control management_problem as well as the means for handling them, i.e,
sampling, effective control, and facility design, 7

-

In regard to the problem of equipment replacement, the student stroﬁ_id be
aware of the interaétion between alternatives, their physical detoriation,
and their future technological {nnovations.

The student should understandsome of the complexities of expanding
- facility capacity. '

With respect to the problem of determining the proper mix between preventive
and repair maintenance, F/txe student should be aware of the various models
available for solving the problem.

The student should be awaije not only of the economic éonsiderations
involved in site location, but also of several of the models available for

H
]

|
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Area of Competency

Operations Planning and Control

Topical Qutline:

I. Project Management
A. Program evaluation and review technique
1. The 'concept of net;work based management
2. The basic statistical concepts of PERT for project completion times
3. The assumptions of indepepdence and ignoring parallel paths
4, The Beta Distribution |

5. Other errors associated with PERT.
A , -

P Ny

Ay

i mdere g
’ -

-Bs The critical path method
1. —"'I:he deterministic asstmption
2, The concept of the tiﬁé-cost trade-off | .
3. ‘The cost versus duration concept
4, Optimal crashing}_fo'r a multi-level project
C. The realitiéa of. qombining PERT and CPM
1. The assumption of cost beﬁg a function of duration
2... Créahing a prc; ject with probabilistis times and costs
D, Obt;zining tae ‘prope.r information .
\ 1. The need for additional information on costs and time .
2. The cost of obtaining additional .infonuation Y
E. Project bid making
1. Analysis.of competition and costs
2. Time-cost trade-off from the client viewpoit;t
F. Network baaed control systems
1. Proper monitoriﬁg

2, Contingency plamning

168




-164- - .
‘ II. Production - Inventory Systems
; A, S'tatistiéal forecasting for inventory control
1. Some of the more common statistical mocie]:s
. ‘ 2. Exponential smnthing
% “ _li.w._—Iranentory models : : '
1. The classical inventory model .and its assumptions
S "2, 1ot sizes for production runs— - - :
; 3. The problem of multiple products
3 " 4. The concept of a safety or buffer stock
’ 5. Dynamic inventory models
( C. Aggregate production, einployment, and inventories
{ ‘ 1, Recognition of the problems as an intermediate term problem
.‘ 2, Master product:im plans and schedules
; 3. The cost/of changing Tates -of production
l 4, The précess of aggregate planning and scheduling
. 5. Mathematical methods of aggregate planning
3' a. The use of linear programming for aggrigate planning T
e f (%eview nf the simple linear programing model )
) . (2) Use of the distribution method for solving the
2, : ‘ aggregate planning problem ’
) - (a) Computer packages available
i ' (b) Use of the simplex for solving the aggregate
C : planning problem
i b, The linear decision rule : |
| .\ \v /71) . me seope and nature of the 1inear’:deciaion rule o - -
. } CL T (2) n;e derivation of the ru1e and its assumptions ' “ N
:'{ : (3) The inherent difficulties of implementing the rule .

l
J

. /\\




III. Planning and Scheduling for High Volume Items o

A. Scheduling in a broad context - S

Iv.

oy

A.

b,

1,

2,

3.

Operation sequencing

1,

2,

The

.
H
‘2
z.
.

-~

, Computer simulation and heuristic methods

~165-

\

He:i:ris;_j.c prdgraniﬁing methods cf aggregate planning
a. ' .litlatrodixction to heuristic programming
Management coefficients model
Ce. Parainetric production planning

¥

d. Computer search methods

Design of the production system «
Scheduling of persomnel and facilities

Establishment of the system feedback

The problem of line design

/

b / .
The as7e’mb1y line balancing problem

a. Basic methodology

e

b. Heuristic program_l_x_i:ng_gethods-—-—---"""”

‘Planning and Scheduling for Low Volume Items

!

facility layout configuration problem N |

The problem and its considerations

job shop scheduling pr,oBl.em

The scope of the problem; i.e, deterministic

Machine limited scheduling rules . LT
Worker restriction scheduling rules
The problem in a dynamic nature

Computer assisted scheduling models
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V. Quality Planning and Control
; A. The nature of the quality planning and control probleln
| B. Quality plaming :
‘ " 1, Determination of proper quality level
2. Low versus high volume quality planning
C. Quality control through sampling
. 1. Review of Bayesian statistics

2, Operating characteristics curve

i . 3. Fixed sample plans
| 4, Multiplé sample plans
5. Variable sampling plans ' o
6. Economics of sampling
7. Eeonomic acceptance plans
} : 8. Sampling in a multi-step operation
D. Statistical quality control |
} 1. various control charts |

C e ‘2, Process control and procesa capability

3; Establishment of an overall control system

1 E. I-‘acility design; for quality c_ontrol

1. Location of inspectors on an assembly line

Sy

2, Use of mathematical models

F. The human factor in quality control

famvmbrw §
‘ N

VI. The Determination of Proper Facility Size and Replacement

A, Review of basic concepts of investment decisions

|,~.c4.~=

»

B. Uncertainty and its impact on proper facility size

1
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VII.

. F. Maintenance considerations

<167~

/-/
(E,/" The capital budgeting problem
/ 1. Problems of determination.of proper return on equipment replacement
a, The dependence between alternatives
< b, Malt:l.plé use problems
2, :l‘he capital budgeting system
ﬁ. Equipment replacement proble:g
1. Détemination of physical detoriation
2, Detem‘ination of -:I.mpact of technological changes
3. MAPI as a means for solving the problem |
E. Capacity Expansion

1. The nature of the prob}em

2. Indivisibility of assets

3.—Autonomous investment v
4, Capacity determination under risk

5. Stratezic and com}:etitive considerations

1. éch_eduling problems ' § ‘
2, Preventive versus ‘repair mintenahce.
3. Vafious models for maintenance planning
Pacility Location
A. Economic consitierations for gite location -
B, Facility locatibn in practice
C. Models for deterniinatio.n of proper location o
1, sinl_txlafion studies .

2, Programming models"

. - ~
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Operations Planning and Control
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environment within_wh‘ich the system exists. In this case, where the
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Area of Competency
Systems Analysis and Operations Management

In an age of computers and space exploration, we are confronted with
exciting breaskthroughs in knowledge which radically change our persoectiw-res. ,
Inherent in many of these bold forwa.rd strides is the application of th%/’/
systems concept. This area explores the possibilitiee of the use of that
concept in the field of Opera.tlons management.

Among the early topics covered in this area are systems design and systens
analysis. In these areas the fundamental concepts and definitions required
are developed. ‘The concept of flow patterns and flow networks is
explored along with the —utiliza.tion of models and simulation at critical
decision points.

L

Another critical area in systems analysis is an exploration of the

system is defined as the firm, the environmental relationships concern

customers, competitors, communities, labor unions, etockholders s banks,

suppliers, and governments. Symbiotic and synergistic\ reldtionships are

explored in each of these interfaces as well as the-diseqiilibrium
i.nducing aspects of the rela.tionehips.
$Iince tne systems appzoach to management poses ‘significant ;ltezr'na.tives,
to tr‘a.ditionel or classic*ai\mana.gement theory tneee matters become of :'concerx_}
as well as the systems challenge to the humen reletione beha.ﬁoral or
neoclassical school of mana.g‘ement thought. Functlona_hsm, span of control
-~ ‘

/
unlty of command, end line-staff provide conceptua.l focnﬁr}‘coﬁtrapuntal

cac a.phony : ' -




2
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'~ divisions, transient superior-subordinate relationships, etc. newer forms

=170~

The firm 1s viewed as a system composed éf a series of flow networks
which are specified in terms of the resources required to produce products
and/or services. These include materials, manpower, monej, machines,
facil:{fcies,' and energy. O'Rviously, all of these networks are linked

by an integrated information system.

» IIIILS o e

" From this point forward, attention is given to the convergence-

" divergence patterns inherent in systems; tracking systems, and

flow network dynamics. These dynamics rest primarily on studies of

.

volumes, capacities, and flow rates.
The drganizational aspects of the systems approach are also explored.
L 4

In the absence of such traditional familiarities as hierarchies, functional

of management are developed based on team management with special

emphasis on the tactical arfd strategic capabilities of such teams.
, i J

Finally, a comparative analysis of management systems is explored

which views the commonalities a.rhgﬁng health care systems, educational - 7

systems, transportation systems, gqvernmental systems, and military systems.-
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- ,Y.,’y Area of Competeney
/ .
/ Systems Anelvsis and Operations Management
: Objectives:

The primary objective of this capstone area in operations management
is to provide an integrative -framework for the-'éoncegtws‘ and techniques

inciuded in operaticns menagement. This framework is constructed on

s
the systems concept and invoii=s integration and synthesis of the decisione
a made throughout the organization as weli as the organizations dynamic
L : response'to its environment. .
’l 'I"he student will be expected to be able:
: . l.. To define systems ~terminoldgr' including the terms system, input, output,
) tra.nsformatiou process, synergy, symbiosis, stete, feedback, feedforward, etc.A
— 2.' To conceptualize flow networks in a variety oi‘ orga.nizations. ’
: ] :
| 3. To evaluate the operation of a system in several states i.e. steady,
} equilibrium, expleding, oscillating, etc. N ’
| 4. To describe the‘decisiou prOEess from aisystems viewpoint .
} 5. To identify models used in decision me.king at specific deeision‘;-;;oints
’ , ‘6. To critically evaluate the relevance of models at speC1f1c dec:.suion points
1. To modify en.;.tiug .models or create new models where—needed in the system
;; 8. To operate and eva.lua.te a computer aided ma.na.gement simulation model
9. To construct a snnula.tion model where applicable in the system design )
i lO. To objectively evaluate, the. interfaces in the environmental set and - ]
/‘ . : déterinine the symbiotirc inte\rchangles or la.ck thereof. ) - o
. " 11. To create new‘conceﬁts a.nd .af’proaches where non-symbiotic beha.vior f.‘; ' - «
: is present which 1nduces &stemc diseqmlibrium, e.g. la.bor negotia.tions
/.‘ > 12, | To conceptua.lly mochfy orga.nlzations in the env1ronment to achieve ‘l;/ﬂ
‘/ ] ' ) a._'capability,- for adaptive-or’ dyna.mic equilibrium. ) A . . ‘
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13.

To evaluate the- objectwes of a va.rlety of organ1zat1ons in the

14

env1ronment in terms of myopic st,ereotypes and suggest a_l.ternate

and compatable 1nterorgan1zat1onal objectives
. ¢ ,
To critically evaluate classical, 'neo'claesical, and systems

l

concepts. of menagement A

To create new organizatiOnal designs which are ‘not based on

-3

) '.trad1t1onal concepts of hierarchy, llne-staff ﬁmctlonallsm, ete.

16.
17.

18.

19.

20,

21.

22,

2k,

To explore the ra.m1f1-'-at1ons of cha.nglng orgenizations from ‘one

des1gn to a.nothe/r to achleve a systemic bale.nce

v = . . . Y
To determine a.ll Oof the cr1t1cal dec1s1on£o1nts in a mater1als

flov network - / ’/
To determine all of the critical dec'isio_n po1nts-in‘ a money flow

network ..
To determine all of the critical decision points in a manpower
oy

flow network /

’

To determine all of the critical decision points in s machine,

facility, and energy flow network

Te ereate information systems to connect all of‘ these rIec1s1on po1nts oo

<

To evaluate *he response patterns of the systems des1gned to 1mpa.cts )

generated W1th1n a.nd out51de the organization.

To create conceptually management teams respon51ble for pla.nn1ng,

R

analysis, and control’ determining such- thmgs as size, tra.1ning of

members, how they are acquired and removed rete. : A

To develop altcmatlve concepts of conflict resolution which could

be utilized in a team environment *
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Area of Compétency )
\

v Systems Analysis and Operations Management

.

N \

‘Topical Outline

A. Systems Design v

v

. \
1. 'The challenges and opportunities of the systems: concept .

2. The nature of systems .

3. The flow pattern of a system
\ . L3

. \

. - System states . T
Sygtéms_ Analysis B
1.'.' The\ssrs'tems conctpt and decision mmking
2.. Models - _ |
© 3. g'i;nulation )
L. °A procedure for the dt;veIOpment of systems
C.” The Environmental Systemic_:' Construct
The envirphméntal set .. I
Relationships with customers
Relationships with comretitive firms
ﬁe}ationships with communiti:es ‘
Relati"onships wirth labor u;lions.-
Relationsh ips Qith stockholders
Relationshii:s with banks
Re'latic'msixips with suppliers

Relationships with governments




A

Do
4

O “
/; )\\..

i o o "\
D, Organization Theq}ry: Classical;~Neoclassical and Systems
. ’ : \

—

1. Classical rganization theory versus systems -
a. Fux}ctionalism_ y {:

b. -S;/)an of control

c. /Unity of command
a |
- 4.  Line-staff

Neoclassical organization theory versus systems

Fuhcti onalism-

|

Span of control
- Unity of command

Line-staff

objects in the system '

"materials flow network

money flow network

inaxipoi:e r flow network

machine, facility, and energy flow network
. . .‘

° |
information system - o

Matgria.ls Flow Networks

. . ¥
. ' { L
1. Input-process-output sequence of systems

Input phase - 'prccuren':ent,

Process phase - production
Output phase - marketing . ‘
Flow network linkage -~ transpértation

{
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G. Flow Network Patterns-
: _ .
1. Convergence patterns from suppliers to the firm S
2. :Convergence-di'\(ergence patterns within the firm o N
" 3. ~Divergence patterns throngh channels of'dis'tribution | l
L, Traoking materials flow through. the network . e
H. Flow‘ Network Dynamiecs ' . _

1. Determination of the capacit'y of the network

: . : [
2. Analysis“of rates of fiow throughout the network

p—

paaiaig

3. Analysis of volume cha.nges within the network
L. . Planning, analysis, a.nd control of volume, flow- rates, .and ca.pa.clty
5. Computer simulation of material flow ‘network clynamics
I. Me.na.gement of the F’low Networks )
1. Estabhshing an 1nforma.tion system for tracklng
2., The development of planning, analysis, and control centers
- 3. Planning, ana.lys:.s, and control _man gement temns h ’
4, Tactical and stra.teglc mana.gement a t1vit1es o
J. Compa.ra.tlve Analys:.s of Mana.gement Syste
‘ 1. Health care systems
-2, Educa'.tiona.l‘: systems ,
3. Transportation eystems ~

4.  Governmenial systems o N - : . ot

5. M;i.]:itax'y systems oot . , Y
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' /T PERSONNEL AND mwsmnf RELATIONS

'l‘he broad objective of study in the: (functioml field of Peraonnel and
Industrial Relations is to encourage recognition of the importance of ivi-
i '. dual people ‘in organizations;, to de\_relop a conceptual underntandin‘gfof the
" fundamental relationships between {ndividuals and the orgcoization;’ of which
they are members, and to provide fcniliarity vit/:h the uny apecific techniques
;;' ) . vhich have developed and are being developed to, facilitate a mut llyrplroductive
relationship between individuals and their organizations, Managenent i';l -7
" general, and persomnel pnmgment specifically, is more than & /tool ltit of |
techniques for getting work done through people. Awareness of /the full meaning
of the te_z:ui Personnel and Industrial Relations involves cwacmeu,of the fact
that personnel are people, and- that every muger is a manager of people.

~ All work is dome through and by people, and the suc Zn of any work-
‘organization is ultimately tied to its' ‘success in 'stim?Zting and coordinating

the activities of the people who mlke ‘up the organizat on. Organizations are

{ J/ .
i\ groupinga of people with common or ohu!ed goals, 'me;efore, the orgahizationnl
i \ function directly iuvolving the recruitmept, oelection, placement, training,

- compensation and development of people within the organizction is a critical
s

N function whether dome in an ordered and highly sophilticcted fashion or on

r

a simple cut and fit, trial and error basis. .-
In studying Peroonnel and Industrial Rehtid!c, three levels of
i understanding are involved. First the fundlmental.e of social organization

must be understood,..the concepts that are como,n' to all forms of organization,

ﬁ,

/ : o 3
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. .
hd .

and the generalizations that may be made for similar conditioms, in certs.n
organizational situations. Once we comprehend the difference betveen solitary
individual behavior and individual behavior within groups and organizations,

the next step is to understand the specific, detailed tools and techniques, that
have been developed to deal effec'tively with collectivities of individuals,

The third aspect involves the skills and experience necessary in the application

of thege personnel systems and techniques in actual organizational situations...

, on the job. ftraditionally, the’ study of personnel management has focused on

the second element. Personnel managers have worked out these- techniques and .
have told others how to. applp them objectively; academicians in the social
sciances have worked on the ‘basic_concepts and tried to develop valid genera-
lizations; operational managers have practiced the art o.f ma_naging personnel
at work, usually with little direct support or guidance from either of‘ the two
other‘principals. Personnel and Industrial Relations today has reached ‘the
point where all three elements are recognized as portions of the same problem
area, and this course is built around the presentation of all three,

The student will be expected to demonstrate:

.1, Awareness and understanding of the role of people in the business setting,

2. Appreciation for the complexity of the individual and groups as they
meet in the workplace, . :

3. Knowlidge of a number of approaches to the selection, placement, training,
~ compensation, supervision and’ behavior of the man who comes to work.

4, xnowledge of the businecs climate and the roles of the people whq work
[

5. Some knowledge and understanding of the mion-nanagement relations that
‘are part of the total picture of employee relations, .

6. An appreciation of people who &re the decision-makurs. and doers at
every level in the organization. . _ v

/
/

s is4
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The dévelopnent of a set of fundl.éuls founded on theory and tested

"in practice that should make each’ student a better manager,

Understanding 'of‘the basis for/individual contributioms.to organizations,
Understanding of how to 1n£1(|ence the behavior of the participants in an
organization, -/ . ‘ .

/
/

Awareness of the nppropriat;e use of fév'ards and punishment in mflt;gncing
behavior, - x . ' .

- Ability to d)e::r‘_ibg the persomnel and industrial relations function and
its relation to the primary service funct:lqns of the organization,

Comprehension of the motivational bases for human behavior in organization,
' Understanding of the various forms of co-penutidn used by organizations
and the reascus why these act as inducements.

Knovledge of the various systems and techniques in use in the area of
personnel and.industrial relations, and of the means for making meaningful

applicatisn of these techniques, ’ , '

15, | Knowledge of the areas of organization where problems of perebmel management
are manifesting themselves,

PART I. The World of Work -~

A. ' Social Organiu't.:ion: An QOverview

1, Authority Systems
© & Traditionmal
« Personal '
c. Rational-Legal

Orghhiutiahl Structure
a. Household or Tribal Form
b, Tesk-Force or Project Form

c. Bureaucratic or Operational Form /
' - ~ /

B, Buiiheu Organiiatim : Focus on the Work Place /

1. -The Nature of the Business Organization
@« Basis for Decision-Making: ‘Authority
- b Pramework for Decision-Making: Structure

Functions Performed within the Organizatidn




, changing Aspects of Organization : o

Idealized (formal) and Operational (informal) Organization
a, Groups in Organizations -

b. - Dimensions of Group Behavior

¢. Positive and Negative Aspects of Group Behavior -

C. People - The Individuals mm Come to Work.

1. Individual Behavior in anployment - Work & - /
8, Performance as a Function of Motivation and Ability
b. Performance as a Function of: Perceptions and bcpectations
c. Work V‘luea and the Meaning of Work
d. Changing Patterns of Work and Non-Work Activities

Human Motivation Q '

a. Needs and Motives .

b. Job Satisfaction and Morale

€. Work Values and the Meaning of Work

d. Changing Patterna of Work and Non-Work Activities

Human Ability, skill and Capactty

a, Intellectual Qualitieu

b. Manual/Manipulatory Qualities

C. Actualized Skills, and Potential Capacities

Human Responses to Frustration - Defense\Mechanisca
. & . Increased striving to overcome obstacl:ea

b. Withdrawal from the Situation

C. Seeking Alternate Paths to Goals, or Altemate coals

Generalizations About Humans and Human Behavior :
a.. Individual Differences and Individual Similarities
b. Different Views of Individual Personality

c¢. Individual and Group ‘Behavior

‘De Managers = The Management of People at Worl;

l. The Functions of Management .
-~ Planning, Organizing, staffing, Implementing,
Developing, Controlling .

2, The COmponenta of the lHanagerial Role
a. Administration
b. Leadership
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3.
4,

\ * . . N

Delegation, ’ Resp'm_;s ibility, and Accountability

Changing Aspects of the Managerial Role

. E. The Personnel Function and the Role of Personnel Management in

S L

3.

the Organization

The Function and its Various Labels L
Industrial Relations, Persomel Management, Labor Relations,
Employee Relatiomns, or Human Resource Management

The Persomnel Function as Performed Within the Personnel Department

a, Staff Role - Providing Personrel Management Systems
b. Line Role - Rumning the Personnel Department

The Personnel JFunction as Performed by op'éi'a-ting Managers

_F. History of Personnel Management

1. Early }nguatria‘,l Psychology IR . :
2. Paternalism dnd: the Beginnings of Peréo_nnel Managehént: as qi
Separate Functional Area N N
- 3. mé Hawthorne s;t:udies _ B | o
4. World war II and Its Effects o o }/ .
5. Human Relations "Ap_pro:ach_ ” - v T
6. Human ‘.Resource _Managemené | | o | /
7. &ganizational Dév;z!.obment: \ - . - ,«".
PRI , - i
PART II. ELEMENTAL PROCESSES IN PERSCNNEL mcmn}z/ | !
" A. Organizational Planning . i : //- ‘ o . i
1. Establishing Organizational Structure °

8. Appropriate Qverall Framework ~ Taskforce and Operational
, types of Organization (Project vs. Bureaucratic Orgm nization)
b, fTask and Person Specialization ' '
c.’ Departmentation ; _ -
d. Job Design and/or Job Analysis : .
e. Job Descriptions T , e

Establishing Adminiatrat:ive Pattecns and Procedures
a. Relationships Between' Jobs

. - b, Standard Operating Procedures

o - . N

¢. - Work Rules , 3
A ) /

187
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“d. Performance Standards .

'€ Personnel Policiés and Strategies

e
/

-B./ s'/Staffing Process

1. Manpower Planning _ . .
. 8. Forecasting Organizational Requirements
R b, Manpaver Inventories - Available Human Resources
e . c. Job Specifications - Establishing Position Requirements
/ d. Labor Force Surveys ) :

2. Recruitment of Persomnel
8, Determining the Personnel Required
b, Techniques for Attracting Qualified People N
o . -Cs Public Relations Aspects.of Recruiting \
Y, d. Special Groups as Sources for Employeeg '
/ ' ,. (i.e. Handicagped, Women, Aged, Vererans, Minority Group, etc.)
\ v .

3. Evaluation of Those Recruited
a. Application Blank and the Resume
b, Physical Examinations '
c. Interviewing Techniques
d. Reference Checking .
.e. Psychological Testing - Utility and Limitatimms:
Validity and Reliability of Instruments .

4.. Selection from Among Those Recruited and Evaluated
’ ' ‘a. Types of Strategies for Selection - Successive Hurdles,
N h Multiple Correlation, and Discriminative Analysis
i b. The Role of the Operational Manager in the Staffing :
Process - Consultation . '

E
7/

S. Placement . :

. : a8, Placing the Appropriate Persom in the Right Position

¢ ) a . be Assessing the Effectiveness ofNthe Entire Staffing Process
- 6. Problems of Deselection ) g

. o a8, Termination for Disciplinary Reasons

b : b. - Separations Due to Changes in Persommel Requirements

: ' ‘es Retirements and Normal Turnover ' :

¢l

C.l Training and/Dev,elopmet‘lt Procea_#
// 1. Training Techniques _' - ) S l
2, Fundamentals of Learning and Learning Curves

i
Pt b. In-House Training Programs RN
P . - ¢, External Training Facilities ‘ —
e - d. Utilization of Educational -Institutions_ _'
/ . ] e, Multiple Approaches : . ‘ '
I ' / | o . /

i88 .




" Induction and Orientation to the Organization

Skill Training . :
a, Vestibule Training Programs
b. On-the-Job Training

C. Appreﬁt\iceship Programs

Personal Development /
a., Non-Managerial Personnel
b. Technical Personnel

c. Managerial Personnel

d. Professional |Personnel

- Programs for Training and Development
a. Management by Objectives
b. Work Planning and Review
c. Participatory.Management
d. Production, Sharing
Cmnpensation Proeess
Wage and Salary Adminktration
« Wage Policies
b. Job Evaluation
c. Wage Surveys
d. - Wage and Hour Laws o
e. Wage Structure - Levela and Differentials

The Provision of Employment Stability
¢ a, Job Security and Job Senfority /
" ‘be Organizational Stability '

Methods of Compensation
'~ a8, Direct Payment for Normal Performance
i, Time Worked - hourly pay
1i, work Performed - gfill level and/or piece-rate
b. Indirect Payment for Not 1 Performance - Vacations, Folidays,
Services, etc.
c. Deferred Payment for Norml Performance - Pensions,
Hospitalization, Sick Leave, etc, =
d. Direct Payment for Unusual Performance - - Overtime, llazardous
Duty, Suggestions, etc.. . o
e, Indirect Payment for Unusual Performance - Credit, Praise,
- Honors, etc.
'£f. Deferred Payment for Unusual. Performance = Promotion,
Advancenient, Profit-Sharing, etc. o :

<

!

Determination of Employee Satisfactoriness -’Per'formance Appraisal
a, BEnployee Evaluation-

b. Management Evaluation - .
Ce Peer-group Evaluations, Self-l’.\raluations, Superior Evaluationa




Determination of Bnployee Satiafaction
a. Job Attitudes, and Morale Surveys ; L

#7°%  be - Evaluation of Turnover, Absenteeism,’ crievance Rates, etc. ;

¥ e, Evaluation of Productivity L, . r

\
'

- E. Representation’ Process

1.  Dealing with a Total Work Force of Individuals on.a COIIective Basis
- 8 Union Employees ,

b. Non- lion Bnployeea ' ' ' , o o
2, Hiatory of the U.S. Labor ‘Movement. . ' T L

» 8« Goals of the /Labor Movement " : ) oo

b. Role of Gover'nment in the Labor Movement

c. Industrial Uniona and Craft. Unions ° -

d. Blue=collar, White-collar, and Professional Unions

3. Organizational Strategiea for Dealing with Uni\onization
; a, —UnionEkc lus ion
\ A b: - Union Acceptance o . . .
\ / \ c. Union-umagement Codperation . . o .

‘l\&. Collective Bargaining Through Trade Unions ) : ' L
, 8. The Organizing Phase -, o TN
b. ° Types of Representation (closed Shop, Open Shop, Union Shop)

c. Contract Negotiation .

d. Contract Application and Interpretation
e. Grievance Procedures and Impasse Settlement

\f. Arbitration, Mediation, and Fact-Finding

» ) . .

. \
S. l'I‘he Future of Individual-: Bargaining, Collective Bargaining, and - '
Trade Union Repreaentation g . . : '

o
B i

PART III. SUPPLmENTAL PROCESSES IN- PERSONNEL MANAGB{ENT Cot L
A. Ancillaray Services Provided Through- the Personnel Department

1. Record-Keeping - Information on Individuals )
: a. For Organizational Uses ' ) . ’
b, For covermnent Uses . ) '

2, Bmployee Servicea . 1
a, Health and Safety, Medical Services on the.Job ‘
b. Food Services ' , o A
c. Banking and Credit Services - L e
d. Personal|Counselling '

3. Organizational cqnmunications = Keeping People Informed
a. General [Information for Employees .- Memos, Tax Notea, etc,
b. Work Relrated Information for Employees - Standard Forms,. etc.
c. Organizational Information for Employees - COmpany Newspapers, . -
/ Company Reports,etc.

X . N . . e
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d. Information "ffor Non-Employees -'_Pt'xblic Relatia;w, Magazines, etc,
e, Suggestion Systems : o . '

- L b '
B. Supervisory Process - Personnel Funct(i-ons that can be Performed only

3

C. Personﬁéi"ﬁanagemetit: and Gov/ rnment f{e\gu ation . . 7

‘e b, Keeping Subordinates Informed

by the ' Immediate Supervisor. (The basic systems may be established
by the Personnel Department, but the activities must be carried.
out by the supervisor.)

1, - Trqini:n'g ;S“d OCO_ordinating . ' : ,
a. ~—#Assigning Work, and Translating Job Descriptions, Work Rules, -
‘ and Performance Standards into Meaningful Actions by

P Subordinates .

-

c.’ Initiating and Maintaining Group Responsiveness, Building a
Task-Group and Keeping it Intact, Developing Team Work and
Cooperation L . - ’ . 0

d.” Detecting.and Correcting Incipient Non-Response;, Shaping’

- Behavior into Appropriate Patterns o -

2, Stimulating and AIrflfluencing . .
a. Pre-task and Post-task Motivation - Praise, Promotiohs, Transfers,
' Discipline, Performance Appm isal, etc. - =

b.: Responsiveness to Indi_\'r.idugl' Needs for aid nand Support -

, Providing Help as:Needed, or Asked for, etc. ,
" ¢, Representation -of Indi’vidual Subordinates within the Organization -
T Handling Grievanc,e_s[ Working for Appropriate Rewards, :
Representing Subordinates. in Drltingso vith other Work-Groups, etc.

- N

T -

A - ©

1. :i-‘aii" BanOyment Practicés Act o . o e

~ > P

C' . ""

2. Civil Rights.Laws °
3, Equai:Bnpléyment (D)pp;rtur:ity@ ___ e : /
4 Psychoiogicalu 'J.’estiohg ‘_ ' . " |
5. Néti@l iabor-mmgeli;;znt Rel#tions Ac;:s 9

6 }ﬁnpo;er Dev‘e'l.opme'tir.': and ngi;iing Act ! \

. [ .
o
- N

8. -'Health and Safety Regulations oo

1., Wages arid Hours Laws

\

"9, TFair Labor Standards Acts

) -

10, ‘?atént Laws and Bnpioyee Inventiveness
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The Future of the Personnel Mnnngement I-‘unction |
1, 'l‘he Present Perscnnel Problems of cOmplex Organizetions e L
2, Re evance of Diffetent 'I,ypes of Pesearch Prngrams | ‘
"‘\ . .
3. __Organ;zetiona_l Development and r.'he Need for Institutional change
4. 'Bases for Evaluating Effective Otgan:lzatione and Effective
Petsonnel Policies '
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AREA OF COMPETLENCY

’ - ADVANCED QUANTITATIVE ANALYSIS

\

of :sophisti. ated stati,tical and other manarement science.

beae paw Ty

models in analvzlné administrative croblems. In some cases'

aonlications have t\ken the form of oreliminarv or exnlora— E
¢ tory model buildinﬁﬁh

esiFned to uncover basic factors which

T © imninge on orpanizatfonal effectivenes " In other cases
\

: ouantitat‘ve analvsis\ has been- brouvht to bear in snectal

o

studies of some particular asnect of operations for which

-

snecific: innrovements are desired In such cases the kev

i i factors may have alreadv been identified and the scarch 15-
'_i o for the be 3t omix, of factors viven a chanﬁe in reouirements -or

: . : IR

i

facilities._ Often the techniques of experimental desivn

i‘ ' ;emnlovin* analysis, of variance or rerression analysis are

helpful in *hese two catepories. " A third tyne of aoplication
arises u*t1 revetitive nroblems ~-- those of a reneric neture

which.rccur neriodically. It is often valuable to exnlore

)

“
the rmeneric nature of these\oroblems at a sufficient level

of comnlexifv with the hope of estnl:lishing u°eful deni *on

4'\41-—'—-\

rules to hte used on ,uhscouent occurrencco.

\ -

cl
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L
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Successful ménagerial applications of statistical and
management science models require a deep unders*andiﬁn of

theory, metlods, and procedures as weIl aa an uhderstanding

of their'ltnitations. The nurnose-of this area is to nro-\'ﬁ"

vide this advancid Jevel of comprehen lon by bu/idinp on

the basic quantiﬁative analysis areca materi&l for those

/

who expect to be closely involved with quantitative analvsig
/s

/

in their careers. = 7
. . ) .// . - . ] .
This Area* encompasses materie;s whicn can be coriveniently
L / 1 - . °

rrouped as follows: . . //

‘ /
"I, Samoling and Statistics/

1. Sampllnp theorv and procedure°
2. Exoerimentay/design

3. Regressiqn/gnalysis
.Manapement écience

/ v .
1. dodel—buildinp \

2.. Analytical linear numerical mode;s

t3f. Simulation o




. I’...

A

Sampling.and Statistics

The"first segnent samolinp and statistics, constitutes

.“ selected topics from statistiCal theorv and methods Their.

treatment in this area will emnhasize their use. in soecial

b

studies or decision situations which require snecific

' \.

ansvers to one or more ouestions. An exnerimental anproach.

1s taken ‘assuming one can precisely define ‘the relevant

ponulation for which inferences are to be?made and that an.
exneriment can be desiyned and measurenent of key variables' .
conducted Por examnle manapement may reauest a Snecial

<

study of the effects of various packaging, advertising
and distributirg policies on general consumer response to
a oroduct or of the various\factors on which a forecast
be developed for schedulinp ooerations.'

The success of any statistical study denends on ca eful.

planning of the collection,: analysis, and internretation of

‘the data. VariOus samnlinm nroqedureé and their underlying

statistical theory are covered in this Area, The a7

also has available a wide ranne;of,statistical des

which to choose. A number of these are discussed/in this

. Area. The overall objectives are 13 to familiar ze students

with basic sample surveyltheory, its annlicati

social sciences, and itSirelation to the analysis of data,

- 2) to demonstrate the importance and power

designed analvsis, and 3) to develon a workinpg capability
on the part of the student in statistica methods and their

anplication in management situations.

Il
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The'ébecific'objectives, content outline, and)texts

for the subareas 1) samplinp theoryv and procedurej,. .

LT 2) experimental desimn; ard 3) repgression analysis will

now be taken up in turn.




i =,

JRr S -

ek ent

-
i
B

ObjJectives of Sampling Theory and Procedures

The primary purpose of this subarea of advanced auantita..

tive methods is to familiarize students with basic“sample

survey theory and application of the theory in socilal science

areas. |
: !

' In peneral, students are expected to be able to design
an ontimal samnle survey, i e.,
1. minimize mean square error fcr piven costs; cr-
" 2. ninimize costs for piven meah square errors
1ore specifically, students are expected to be able
1. Tov understand the assumptions and limitations'of the
varlous sampling procedures listed below and to
apply orooerly a particular samplinp technique or

a combination of sampling procedures for a riven

situation.

A. Basic samoling techniques o '\‘
(1) Probability sampling-
a) Simole random sampling
b) Stratif‘ieé random sampnling
¢) Cluster sampling
d) Systematic sampling
e) Wulti;tage and area sampling
f) Work samnlinr
(2) Judpment samplinp
a) Quopa_aampiing | , ‘ [

b) . Chunk sampling
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To know the advantages and disadvantares of the fol-
1Qﬂiﬁg measurement methods so as to reducehmeasurement

errors,

. lail qdéstionnairg (self—enumeration methods)

A
B. TPersonal interview :

Panel . .
Coincidental method;(tgleﬁhégg‘hetﬁod)
ete. | ;
- To cdmprehend the various estimation meﬁhods.and
anply a "best” estimator(s) for.a miven situation.

To anply'a nroner statistical analvsis for the data

collected, e.gq.,

D T

-

A. Estimation of sampling errors and

B. Lstimation of nonsampling errors.
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II.

° I .

(

Content Outline: Samnling Theory and Procedures

197~

- Introduction

1.

vhat 1s sampling? Why samplie?

‘ilstory oT develbpment of sampling thcory and recent. *
activi‘ies in the field of samnlinv
”he role of samplinn theory

Score of this course

. \ o
Definition of some fundamental terms to be used, -
r‘onulation, listu characteristic. elenentary unit,

‘poprulation of analvsis; eaual complete covcrare

\
probabi ey samnlinv. ecual and unenual orobabilitv

'samo1e5 “hwple plan, sampllnm unit, samnle design,

estimate, estimator, precision-and accuracy of an

estimate, ltrue value, expected SUI‘V@ -value (preferrerl

nroceoure) listinp unit, samolinm error, non-sampling

error, response error, mean square error ("SE), etc.

Simple Random Sampling N

1.

Definitions and notations -- g:\bons for discusaing

‘'simple random sampling, definitlons and notations of

terminology

Properties of the estimators . (mean and total)

Variances of the estimators --— absolute and relatiVe'

precision of the estimators

Estimation of sample size

SN -
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"Estimation of the standard error {‘rom a oamplo ~

“Estimation of means and totals over subpnonulation

Samoling for oroportions anri percentages:
qualitative cr'l'aracterist-i'cs, variances of the estl-
“mators, the binomial and hynergeometric distribut-ion, o

confidence 1imit, estimation of proportions over

- subbonulations:

- Bstimation of ratio: methods of e timation different

‘; tyoves of ratio estimators, aonroximate variance of

* + the ratio estimator bilas of the ratio estimator,

'.estimation of the variance f‘r'om the sample, compari-

" %on of ratio estimator with unbiased estimators

’
2

IITI. Stratifie random samoling

. Some hvpot\hetical examples

‘Notations. o o . B
Samplinm scheme,

Reas_ons for st\rati'f;ied sampling;
Prooerties of tne _.estimators (mean, 'to_tal, orooortion) :
The estimﬁated variances ~- strata variance, the
variances of estimators

Allocation, of ‘'sample when costs of sampling or nreci-

sion is sbecif‘ied -- ontimum allocation, »roportional. o

-allocation, stratification after samplinr'

"\’elative precisi/o ’tratified random and simole

random samnlin[r

Use of ratio estimators with stratified random

samnlingm: - the-.combined ratio estimator, the sevarate

203
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ratio estimator, proverties and the variance of the

.estimators L . ' ; o
10, Illustrations
IV, Cluster samnling (simnle one- or two stape cluster samplinq)
1. Some hypothetical examnles - i >
2. Reasons for cluster samolinm. %
3. Terminolopy and notation i
4. Samolins scheme | )
5. Pronerties of the éstihaﬁaﬁs (mean, totai; nrooortions),
5. mhe variances of the estimators and the samnle esti—:’
mates of the variances : ‘ E ‘ A
7. Comnarison of cluster samniinm-and'Simnlé.raﬁdohj -
samnlinm: Intraclass correlation "?-v,ﬁ ;h
8. Constructlon of cost functions -~ sinnle and beneral ‘7N<\
cost functions, S o ‘\ ;
9. Ontimum design“with simple two«stage clusterlséﬁﬁlinpz
10. Gther topics in cluster oamnlinp - cluster units of
u1eoua1 size, samplinr with orobabilitv pronort*onate
to size, sampling with arbitrarv Drobabilitie>
v, ovstematic random.sanplinr I
1. ﬂene"al description . -
2. Helation to stratified ana cluoter S&"Dlinﬁ
. Variance of the estimated mean
b,

. fethods of arranging population in some order -- randon?

,orderh linear trend, reriodic variation, auto’correlation

L=
T r
'
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5. ~,t1mation of bhe variance from a samole Lo
£. Some 111ustration '

\, i . N L "i- :
1ultistape Qrea and- worE‘samnlino ' T ‘ \

Tor these sampling methods

cases w111 be offered. ./

~
-

s
‘a

Tllustration of biases hnd\hohnSaﬁblihﬁ errors in sufvgﬁm

results - - '

‘easurement and control- of non-sampling errors,

non- samhlinv GPPOPo in deterrininr

\

of non-samnlinm error§“== non-response

resnonse errors,. etc.

\
,’/
e
s
\. .
.
i
*

only brief discussions using

v :
|

role of -

surveyv- destr:, types!

1nt$rviéwer blases,
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Texts for Samoling Theory and Procedures

\
A

-

Sons, Inc.

-

Kish, L., Surﬁey Sambling, 1965,<John Wiley & Sgns; Inc.

2
[

Cochran, W.G., Sampling Technique; 1963,726';1 ed., John Wiley. &

’

o



-202-

, .
: Objectives or~3xperimenta1 Desipn

%I _ mhe student shou1d~be
o éi i. "Familiar with the'following subject matter from nrevious

course work:

i -~ a. freguency distributions in-one variable - continuous
,; - ~and discrete - and oarameters-measures of central

{ B 1.' - tendencv and dispersion - ;__ _
. b. elementary probabilitv\tbeorv - basic theorems for

; comouting brobability, random variables and natbe-\\
matical exnectatioh\

¢. voopulation parameters and'samole statistics

d. nrobability sampling and sanplinp error : /

e, samnlinp distributions for mean and nrooortion

f. elementary statistical Inference -/estimation
"" decisionfrules forlmeans\and proﬁortions including
' dc@nsideration of samnlinq error, extent of sampling,
l o ‘ control of'risks associatedewith samplinv error | .*

'vgﬁ_uAble to” employ specific probability distributions as

.samolinv distributions: ./ e S /.
a. normal distributions/

:b. binomial and’ hyoeryeometric distriJutions o ' S
¢. chi-square distribution | P

d. .student t-distribution

e, -distribution _ _" /'
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o . to. : 7
B . s
3. Able to discuss the "orincinles"” of experimentation in terms

;"‘ of

i
i v b,

-

[T —

- -

"

~a. objectives of experimentation and design of experiments

basic'concepts of exp imental methods, Such as

~——

experimental unit° experimental error; effecto -

treatments, b

cPs. iteration, ete. repllcation;

; randomizat on; and comparisons. | . _
‘ ".-_Qe able to-explain the linear additive model concept:,

its basiec advantages and- disadvantares, and its role in
/:M‘ identifving several commnon exnerimental desipns (zee 7)
\ ' 5. Be able to perform statistical inference - both interval
S S estimation and hvpothesis testing for

L a. the variance and standard deviation of 2 single normal

ponulation - Mwww“ﬂ--~w"”’"“ﬂ‘

b. the difference of means\of two normal (or nearlv s0)

—

oonulations under several conditions - e.f., enual

and uneaual pooulation variances,

-
et -

cC.

do'

palred and unnaired

observations,

the ratio of variances of two normal distrihutions

the nroportion of a binomia] nooulation

3e able to carry out an "analvsis-of variance" on a

snecific set of data - tne svstematic nartitioninv of a’

. specific sources of variation.

: a. One-way classification - emphasizing tests of signir-

icance and confidence interval-estimation for treat-

f‘ l' ' : . . ment means, linear additive model and variance com-
L j

ponents, assumptions underlving-analysis of variance,

,;Tfiﬁl | - . . | ' , 2“36; . EE . | {

total sum of sqdares into components identified with \\\<
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residual mean squares or experimental error, sampling

| . R error, and subsampling.

“a

b, .ultj-way classifications ~ emphasizing topics men-

/
tioned for one-way classification as. anorooriate and

j - including interaction, oelected treatment connqrison
Lo !

ano efficiency of design.

} . 7. Be able to ldentify and discuss the approoriate use of

the following designs (both with and without renlication

i . where meaningful):

a. completely random _ L e

et

b. randomized completgﬂblock‘wr“””

| | c. Latin-squares

e f”ww d. Tfactorial experiments .

l' 3. De able tonconduct’tests of sicnificance based on the X2

l- " distribution for homogeneity of variances from several
| pooulations and for Foodriess: of fit for continuous dis-
I : tributions.. | | | _ |
| J. Be able to carry out selected distribution-free statistical
tests such as sign tests, randomness tests,_median_tests,z
i; P ) - and the like, depending'on the,topical coverape of the \\\\\

N text selected for stud& in this segment. Tne purnoses

o

.0f including material on distribution—free tests.are to
demonstrate the need for tests of this type, distinguish
them from distribution—based tests, and nrovide examples

of this class of statistical methods.

209
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‘c. power of a test
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Content Qutline - Exverimental Design

Summary of basic theory in.probability and statistics

1._ Descriptive statistics and data summarization

.2._'upobabilifv and orobabilitv distributions (normal,
binomial,|others) \, : T

P

3. 'fathematical expectation and- exoected values
b, POpulations and samnles ‘
S.H Probability samples
6. Samoling distributions for: sampling from a normal
.distribution Co e -
a. normal distribution
b. Xz/di’str}ibution
._c,”“séqdenslt-distribution ;
d. F-distribution ‘

Linear additive model for statistical inference aﬂout

'means and’ variances

' 2
a. confidence intervals for u and o

2
b. siznificance tests and decision rules for p.and o

Princibles of expefimental'design '
a. obJectives of expefimentaﬁion
b. experimental unit and efperimentai-error
¢c. replication ' ' .- /

d.  randomization
e. treatments - ' ' /

f. error control
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N, Specific tonics - continuous data, linear additive model

1. Comparisons involving two means : e

a. unpaired observations. _ .. -——

b. ‘paired»obséfVations ' R

——"

-~ 772, Mnalvsis of variance

a.” One-way classification
f - completely randosi desimn
- Subsampling

- assumotions underlvins analysis of vartance

o

. Tmulti-way classification

- randomized complete block design

replications .and Interaction

~

Latin squares - - ' o

i

transformations
c. “factorial experiments .
- é}; 2 factorial exveriment
- linégr models for factorial experiménts
- selecked.treatment'cpmparison
3. Wurthef uses of X2 disfribution |
- homogenéity bf variances

- goodness .of fit for continuous distributions

1~

. Snecific tonics - enumeration data

l. One-way classifications

- ‘nature of the X2

¢

- inference for ﬁwo-all tables

'test criterion




e ,

/7

e

-—=27" Contingency tablgé
. independence in data
- hbmomeneity-of two-ceil samples

_;Mp  o - additive of X° application

-l
. =4

Distribution-free statistics - selected topics

i. Order relationships‘- sirn or rank based

2. 'ledian tests

-
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Texts for .Fxverimental Design:

Nstle, Statisties in Research, Iowa State Univ., 1963

? “aroney, Yacts from Figdres, Penquin Books, 1951

]
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- Regression Analysis

This subunit is designed to acaquaint the student with

anolications of repgression analysis to problems in manage-

foundation for practice, and orocedures are discussed in

I S

terms of realistic examples.

Objectives of Repression Analysis

The student who has completed the subunit on regression.

A

- : ' rnent and the social sciences. Theorv is developed as a

analysis should be able to:

. -y . ' . \
7.' ; N 1. Identify situations. in his area of vocatiooal or pro-

fessional interest where standard _regression-analysis

procedures can be applied as an aid to evaluation and

decision makinp.

2. Detefmine particular procedures to be used.

3. Imolement the”ﬁ?ocedures.with the'aid of desk calculators

\or computers and computer printout.
\ . N, -,veluate the statistical results.
x\ ;/}“.~ 5. Recorrnize those cases where standard regression analysis'
| nrocedures must be modified, and be able to discuss the

case with statistical specialists so as to obtain neces-

\ : sary guidance.
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Content OQutline of Regression Analvsis

L}

A. Concepnt of a linear statistical model

3. Simple linear repgression model with error'térm qnsgepi- n
fied |
l. Point estimation df reegression parameters by methéd
of leasf-squares ¢ )
2. Properties of least-squares estimators -
' S

e

Simple linear regression modei witq-normal error t rm

1. Point estimation of regression. parameters by method

of maximum likelihood . 4

Py

/ 2. Properties of estimators of regression param. .ers

with normal-error model

D Inferences with normal model
1. Inferences on regression narameters.
a) _1nterva1.estimation Qr individual régressid@i
i ; parameters
b) tgsts on individual regressibn parameters
¢) Simultaneous estimation of regression parameters
Jbint confidence rerion ) . -
2. Inferences on the %esponse (1.e_. s the devendent vari-
able) ) o / T ‘1 -

a) interval estimationhof mean resoonse at snecified

level'of indenendent variable

b) Qngdiction;interval—ﬁor—mean~ofmq~neW*observatrﬁﬁs

on response at specified level of indevendent

variable (including case where q = 1)

| - 415




(tranas §

PR | L sesamarsg |
. .- C .

-211-

¢) simultaneous estimation: confidence hand for
\ ponulation reyression line
d) simultaneous estimation: family of nredictions
for k.nen observations on response at k dif-
ferent‘levels of independent variable
Analysis of variance aporoach.
1. T"ecomposition ef total'uncorreeted'sum of sdauares

and derrees of freedom into repgression énd'residual

4

comnonents
2. T test for regression

3. Descriptive coefficients of determination and cor-

relation

Evaluation of aptness qffmode, and remedial actions

"1. Replication and test for lack of fit-

2. Tests for autocorrelation

a) Durkin-Yatson test

b) annlication of run test to residuals

v \
\ .

_‘i. Use of residual plots

/ HNormalizing and variance stabilizing trarsformations

5. Weighted least-squares

~

&, Use of model with autocorrelhted error tern.

”atrix apnroach to simple linear rerression (matrix

formulas and nrocedures fo“ items listed in i3 throurn ™)

7

General linear repression model and matrix mctqods

PO R A /

Y

1. General linear repression model .ffiz

"a) multiple regression models

-

:21[(;,,? o 'f' | .




"Curvi‘iinear regression models -

Polynomial regressioh'modg}s

Vonlinear models that are ;‘htfir.x'sic’a’l"iy linear,

"and r'ele'vaﬁt lineari}zinp' tfanSf‘érmati‘ons
Fxtension of matrix formulas. and procedures i) the.~
';zener-al linear regression case . |

The G.ener'al Lincar Hynothésis

~

a) Original model
: i .. I ;
b) Model under the hyvothestis

c) Testing a freneral linear' hypothesis *n re ‘rpssinn .'_-':'

1

situatlons' e. p;., teqt of‘ whebher re;r"c'ﬂ:*. .‘—exist.,, .

senuent‘l al'w test test \f‘or lacl\ of‘ f‘it other' tests
Topics in Ge'ler'al Linear Repression .

‘1. * Use of‘ dummy variables

¢

2. "ulticollinearitv

3. Proced_ur'es fo_r'selectinrr."best set o’if‘ independent -
. B ¢ ) ‘

.variables for making inferences on response.

.

-




Texts Tor Rerression Analvsis

Draner and Smith,. Aonlied Repression Analycsis, lcw férk:

‘iley, 1966,

-~

Joﬂnston, Econometric Hethods, Hew York:_NcGraw-Hill, 1953.
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“lanagement Science

Management Science is an interdisciplinary segment

which employs“Scientific methods; mathematics, and .

N

..‘statistics for the task of better decisions in a complex

.uncertain‘world. The essence of this sepment is model

buildine -~ an abstraction of reality which ‘can be

studied independently to-provide a deeper understanding

of the real world.,

-

VManagement Science has emerged since World War II,

although some of the central ideas trace/back several

centuries. Tt is not coincidental that Management

Science vparallels the development of comnuter technol-/~

/

/

omy. By enabling the\solution of elaborate models, /'~ -

TN . .
(that pre-computer would have been economically infeas-

-

ihle to do) the comouter has snurred further develon-.

ment and more imoortantlJ allowed for direct anplications.
l .

" The nature of nodels and the oartly art and oartly

science of model—building is considered initially.
‘lodels can be very simpl \\i:e.,-a single equation
relating costs toroutputs, to comnlex. l.e. a multi-~ . | \;}
eauation system of equations describing flows of nrodgct

from factories to warehouses to highly intricate, 1. e.,

a model of the._many facets: of the stock narket They

_can incoroorate uncertaintv, be static or dvnamic, and have

other.features~determined by the ingenuitv of the model
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fsical matnenatics. i.e. calculus

- are 1llustrated, i.e.

}

builder. For a narticular case, the nodel can be anvthinr

from a nighlv simplified to a highly duolicative represen-
tation of reality. Ideally& it should'be simnle,enounh

to solve economically,»yet.rich enough in detail to be
useful. Finding this blend is still larpely an art, but

one which flourishes with ones understanding of auantita-

:%“ive .analysis.

| /‘ | //
he meaning of a solution to a model and methods to

arrive at solutions are considered in this serment. e

..

”hree reneral solution methods: Analytical -

yi2 ,ﬂ‘:umeﬁ/ L
and )imulation, are introduced ‘ - ' N

v‘/ .
\nalvtical solutions are direct ones emoloyine clas-

natrix alpebra, etec.

An iterative process of moving ”rom an initial solution

to better ones and finally to the best’solutiOn is called

2 numerical solution. Simulation solutions are those

obtained Sv experimentation on a model.

Analvtical solutions are the quickest; unfortunately,

they only exist for rather simple models. Some og these -

Economic order aquantity model.

Tumerical solutions have wide apolicabilitv. “The linear

orogramniné model and its various special cases, vhich

have nunerical solutions, are developed Simulation

methods are usually required when the model is hirhly

comnlex and therefore not amenable to other methods.
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e

-It involves letting the model overate under difrerent

conditions and observing the results., Experimental’

design énd'sampling methods which provide the basis

M

for simulation are .introduced here,

} Avie v §

‘An important aspect of this subarea is the inde-

pendent oroject done by the student. He is expected

to model some aspect of reality relevant to management,

carry out’' the solution orocess, and analyze the results.

At s

a——




217~

“anagement Scienee Objectives

7 The student 1is expected to:

(

'™

1. Cxplain the nature of model- building and describe its

L,.J....v.,'
’

usefulness in a management analysis context,

. 'Explain the meaninp of a solﬁtion to a modei—and*d*T“‘

ferentiate between analytical, numerical, and simulation/”’////

.+

[P

solutions.

E . 3. Discuss model-building as a means of isolating the
important aspects of reality for study in a well struc-

tured analysis in a management decision—making context.

i . Wormulate the general linear-nrogramming model including

definition of v&riables, statement of objective function,

constraint equations, and non-negativity restrictions.

_——//////*/gf//ﬁiscuss the assumptions (l1inearly and divisibility) of

the linear programming model and the extent that they

inhibit-its realism.

6. Describe decision situations in the real world in which

theinnear programming model has beeq or could be apnlied
fruitfully.
*ﬁ
7. Perform a graphical solution for a 2 variable linear

orogramming problem. e ) } '




11.

12,

. 13.

14,

15,

10,
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“
\

Demonstrate facility with the.simplex method for solving

the general linear programming problem.

i

Exnlain the numbers in simplex tableau,rules for entering

new basic variables, the pivoting oneration,—and stopping

rules in vector terms.

¥xplain how degeneracy of the L-P model can occur, and

1ts effect on apolicability.

Explain how sensitivity analysis provides a fuller under-

standing of the complex interactions of a linear program--

ming annlication.

Forriulate, solve, and discuss management anplications for
the Transportagion Problem.

“ormulate, solve, and discuss management applications of

3

the Assignment Problem.

Define simulation and ‘explain conditions under which

simulation methods provide the best means for analyzine

a system.

Formulate some management system in terms of their

components, exogeneous and endofeneous variables

relationships, and parameters.

xnlain the role of experimental design in the simula-

tion study.

223 o
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17.
18.

{ -19.
‘2.0 .
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.xplaln the role of Sampling in a simulation'study.
“xplain the role of the computer in a simulation study.

ﬁxplain how the use of uniformly distributed rancom

numhers allow sampling any probability distribptioﬁ.

Explain.the multiplicative congruent method for rerierating

"-pseudorandom numbers.

_ Fornulate a model of some asnect of a management system,

solve 1t, and apply the results towvard more efflcient

operations. —
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r .
Manapement Science

Outline

I. Introduction to Management Sciencec

.5__4 -y NS 0N

A. "odel-building -- the essence of Management Science

. Historicai development

]

C. “ethodology N

D. Scovne \.

. Usefulness _ R \\\
F. Some important applications

JII. Wodel-Building .

A. The importance of model building

'B.//Art or science
C. " Complexity versus simﬁlicity considerations

D. Costs versus benefiﬁs\considerations

(B

. Classification of models '

'i) Dynémic\og sfatie

2) 'Determinietic'or Stechastic
. Model solution

1) Wnat is a solution |
2) ethods of so}utioe/

a) Analytical

b)  Numerical

11 ¢) Simulation.
[IT. Analytical Solution Methodology

A. Economic order duantity mo&el'

" B. Queuing methods

@
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IV. ‘lumerical Solutions -- Linear Optimization (Programming).
? "~ ‘lodels
i | A. Introduction
. , S 1. Allbcation of limitéd resources in "best" manner
2. Assumotion of linearity and divisibility
3. Iterative solution orocess ’
i 4, Fxamples of wide-applicability of model
| | a. Assignment problems -
b. Distribﬁtion"problems
c. Schedgliné\problems
d. Mixing probiams
e. Other problemé\‘
B, Genéfal Formulation ‘\

N
l. Objective function

N
RN

. Direction of ontimization ".

2
3. Constraint eQﬁatioﬁs
4

.« Restrictions
C. "athematical Formulation of Model
l. Algebraic formulation
2. Matrix algebré formulation
D. -Geometric Insights
’ 1. Feasible solutioﬁ svace

2. Convex set theory

3. firaphical solution to a 2-dimension problem

E. YVecessary Theory of Vector Analysis, Linear Alrebra




V.

I. Special Cases- of Linear Ootimization
1. Transportatioﬁ model -
2. Assignment model

Simulation

A

The Simnlex “ethod of Solution

Vector Analvsis and the Simnlex “lethod

Sensitivity Analysis

A Persoective

1.

2.

-222~

Slack variables
Basic feasible solution
Initial tableau

1

Introduction of new variables ! to feasible

solution

Rules for revising tableau - vivoting

Stonping rule

Determination of oblective function at o imiza-

tion

Definitions of simulation

Exverimental anoroach

istorical develonment

lature of models or systems reauiring simulation
Contrast of simulation solution to analytical or
numerical solutions \§

Aoplications
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2

“ethodology

1.

~

3.
4.

5.

Problem Definition

1.

F.xperimental desimn

l.

A

5.

. a) Components

. ) Fxoreneous and endoreneous variables
- / ‘
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Problem definition: svstenms analysis
Role of experimental design

Role of sampling

Role of the computer

“odel validity

The sysfem

C) Relationshins // \
d) Paramete:rs

Understaniine needed about system

"recision poals, e»ror »risks

Cholce of design rethodolorv, analvsis of varilance,

estimation‘ ete. s

Use of replication. number of trials

“ime interval of Simulattnn

“nitialization proce:iures.

Pscudorandom Jumbers

1.
2.

3.

a)  “jumber theory basis

Jeed fofuin simulation

Theory for uniformly Ai-tributed-random numoers

el e re,.

————

“ultiplicat;ye coneruent mgthan— -

~

228
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VI,

G.

H.

b,

Monte Carlo Sampling

l'

.3'

Computer and Simulation

1'
2'
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b) Cycle length
¢) Statistical ppoberties

Computer generation -- subroutine RANDU

Review of probability distribution, cumulative
distribution theory

Inverse theorem -- use of uniformly distributed
random numbers for sampling any probability

distribution ) T

a) Graphical insight-

— _—

b) Analytical or numerical methods -

Sampling a normal distribution

Need for computer

?imulation languapes

Interesting applications of simulation

Student Project o ) ‘ . a

. . . - PO
' g - ’ r. ‘ . i
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‘Instructional Packages for "anagement Science

e e I

1. ‘agner, Principles of Operations Research, Prentice-Hall,
: 1969. S -
+ 2. Richmond, Overations Research, The Ronald Press, 196%. .
X - .‘ ,‘ »‘: R { <
3. ‘lavior, Balintfy, Burd_'idk, 'an‘d'Chu', Combuter Simulatior: _ :
o Techniques: Wiley, 1968, - ‘
M B <




