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Typical steps to increase Shareholder Value; for each step you 
should be able to assess likely financial outcomes 

Share 
Increase 
 thru new  
features 

New  
Segment 
Develop- 

ment 

Extend 
Life 

Cycle 

Process 
Step 

Elimination 

Sourcing 
Recon- 

figuration 

Value  
Enhance- 
ment thru 
Innovation 

Market Cap 
Now 

Market Cap 
y months  

later 
5X 

Market Cap 
x months  

later 
3X 

• Share 
increase/$ 
investment 
• Repurchase 
Rate 
• Retention Rate 
• Prospect to 
Close Ratio 

• $ Rev from 
new Channels 
• $ Rev from 
new 
Demographic 
• % of Rev 
from New 
Customers 

• Avg. months 
peak to 
eliminate 
• $ of Rev. 
from product 
in new 
Geography 
• $ Rev from 
product 
repositioning 

• Change in 
Avg. process 
time 
• Change in 
steps to 
complete  
• % of 
transactions 
“Self Service” 

• % 
Reduction in 
Spend 
• % of Spend 
out of 
compliance 
• % of spend 
Outsourced 

• % or 
Revenue from 
New / 
improved 
Products 
• % of Rev. 
from Services 
• % of Rev. 
from after 
sales services 

Likely Management Metrics 

 Role of Innovators 
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Value creation 
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In any organization cost is essentially made up two components: 
Fixed cost and Variable costs 

Total Cost 

Total Cost =VC+FC 

Volume 

Variable Cost 

The Basic Equation of Cost 

Fixed cost (FC) = Capital cost for Equipment, Space, 
Management team, Technology, other fixed commitments 

etc. e.g. network costs 

VC1= F (L1,U2,RM3,…) 

L = Labor 
U = Utilities 
RM = Raw materials 

Cost structure 
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Depending upon how the Revenue line changes with volume the 
breakeven point of the organization is determined 

Capacity Cost = Fixed cost 

Capacity Cost 

Total 
Cost 

Break even point  

Volume 

Loss TC > Revenue 

The Basic Equations of  Revenue & Cost 

Fixed cost (FC) = Capital cost for Equipment, Space, 
Management team, Technology etc. 

TC1= F (L1,U2,RM3,…) + FC 

Rev1= F (P1,V2,S3,…)  
Profit =Revenue – 

Total cost 

Break even point 



Economics: Partha S Ghosh 
Tufts Gordon Institute 2017 S

tri
ct

ly
 fo

r G
or

do
n 

In
st

itu
te

 S
tu

de
nt

s 

7 

Depending upon how the Revenue line changes with volume the 
breakeven point of the organization is determined 

Capacity Cost = Fixed cost 

Capacity Cost 

Total 
Cost 

Break even point  

Loss TC > Revenue 

The Basic Equations of Revenue & Cost 

Fixed cost (FC) = Capital cost for Equipment, Space, 
Management team, Technology etc. 

TC1= F (L1,U2,RM3,…) + FC 

Rev1= F (P1,V2,S3,…)  

Shift in breakeven 
point 

If price drops 

Additional Volume 

Break even point 
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How fixed cost is managed drives the location of break even point; 
shared capacity and/or creative outsourcing help organizations 
“variabalize” fixed costs 

Capacity Costs Without Risk Premium 

Total 
Cost 

Revenue 
Provider 
Centric 

Customer Centric 
“Shared Risk” 

Economic Gain  
through  

Risk Reduction 

Change in Revenue Cost Relationship 

Break even point 



Economics: Partha S Ghosh 
Tufts Gordon Institute 2017 S

tri
ct

ly
 fo

r G
or

do
n 

In
st

itu
te

 S
tu

de
nt

s 

9 

Volume 

Cost Curve 

Technology 1 

Total Cost 

Cost per unit change with volume as fixed cost 
get shared over larger number of units  

Unit Cost 

ΔTC/unit 

Cost  curve 
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Volume 

Cost Curve and Technology 

Technology 1 

Total Cost 

As new technologies come into play cost volume 
relationships change 

Unit Cost 

Technology 2 

Launch Cost 

Technology 3 
Three generation 

later 

100 

30 

Cost  curve 
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Understanding the effect of experience and technology on market 
dynamics is essential in driving the economics of businesses 

 
Source: Samuelson & Nordhaus 

Combination of Technological  
developments, scale and  experience 

Learning curve 
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INDUSTRY LEARNING CURVES (ESTIMATE) 

Source: PetroVR Solutions 

Original Cost 

Nuclear 
Reactor 
Construction 

4X 2X 

90 

80 

70 

8X 6X 

100 

0 

Doubling of Volume 

U
ni

t C
os

t 

Aircraft 
Production 

Corn 
Production 

Gradient = 0.95 

0.85 

0.65 

0.60 

Copper 
Extraction 

How could your company take 
advantage of this fundamental law 

of nature?” 

0.83 Ford Model T 

And then unleashing multiplicative value through the “learning 
curve” 

Learning curve 
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First three wells 

!  Minimize rig NPT through e,g. 
!  rig design (faster rig up and down),  
!  sliding rigs on a drilling pad,  
!  thru-the-bit-logging  

!  Work faster (Increasing Rate of Penetration) 
!  Use of synthetic fluids in Drilling muds 
!  Well design with smaller bore holes 
!  Improved drill bit (life and size) 

!  Work smarter 
!  Mixed fleet – different drilling rigs performing what 

they do best in sequence 
!  Rig design with multiple well centres and movable 

tools 
!  Identifying problems early through MWD,LWD and 

TBL 
!  Design & Decision making 

!  Pad drilling 
!  Multi lateral drilling 

!  Well completions 
!  Drilling longer laterals 
!  Closer lateral spacing between adjacent wells 
!  Increasing the number of frac stages per well  

Days to depth from spud 

And has been proven in O&G - for example, NA unconventionals 

HAYNESVILLE HORIZONTAL DRILLING 
DAYS ENABLERS 

0 10 20 30 40 50 60 70 80

D
ep

th
 (f

ee
t) 

Days from spud 

Middle three wells Last three wells 
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Learning curve 
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Profit/unit 

Volume 

Price Line 1: 
Relatively more 
elastic 

Technology 1 

Total Cost 

Now at a plant level if you superimpose price line on cost curve 
you could develop a picture of how profit changes with volume 

 Unit 
Cost 

Technology 2 

ΔTC/unit Price Line 2: Relatively 
less elastic 

Price Line 3: 
Perfectly inelastic 

Profit dynamics 
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• Hard ware 

• Net Receivables 

• Cash 

• Relationships 

•   Knowledge 

P&L Revitalization 

Revenues 

Cost 

Value/Unit 

Volume 

Asset driven  
Cost 

Stature 

EVC 

 Experience 

Units 

Cost/Capita 

Global  
Sourcing 
Working 
Capital 

Fixed 
Assets 

Assets      Liabilities 

Realizing the “Upside” 

Balance Sheet Restructuring 

 Talent/ 
Personnel 

Profit 

• Net Debt 

• Shareholders 
Equity 

 
 

 
 

 
• Expanded 

Value 

▬

Practice Focus 

Center Focus 

 Profit & Loss Structure: Practice & Center Focus 
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The Solutions approach could enable fundamental shift in 
microeconomics; movement of breakeven point (from 1 to 2 to 3) of the 
business because of innovative capacity sharing & pricing of solutions approach  

Capacity Costs Without Risk Premium 

Capacity Cost 

Total 
Cost 

Revenue 
Provider 
Centric 

Customer Centric 
“Shared Risk” 

Economic Gain  
through  

increased value because  
of solutions approach 

Change in Microeconomics 

" 

# 
$ 

Experience and 
Shared economy 
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Service content/Stature 

Supply Demand 

Margin 

Improving value added/captia… 

!  Dynamic business model 

Value/Capita 

Scale. Efficiency 

" # 

• % 

Cost/Capita 

$ 

• & 

• ' 

• & 
$150,000 

$170,000 

$185,000 to 
$220,00 

Company B 

…while securing improved cost position 

Target? 

Company A 

Use of technology, Best 
Practices, Streamlined 

processes, Project speed 

30% Improvement is 
possible 

Scale Effect 

( 
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Unbundling Invisible Customer Requirements for Sustained 
Pricing Gains:  Pricing model through Hyper Segmentation 

Likely Options in the New Environment Conventional 
Paradigm  
($/unit) 

New 
Paradigm  

($/solution) 

P + α 
P + β 

P + χ 

P + δ 

1 2 3 . . . N 1 2 3 . . . N 
Segments 

Capture Surplus 

α = Technical Cognoscenti 
•  Availability of  latest 

technology on “trial” 
basis 

β = Convenience Shoppers 
•  Postalized pricing 
•  “ All in one” plans 

χ = Affinity Group •  Targeted programs 

δ = Pricing Anchors 

•  Price competitive on 
anchor item only to pull 
through high margin 
items 

Differentiation Illustrative Actions 

Capture Future 
Customers 

Illustrative 

!  Dynamic business model – increasing complexity 
Micro segmentation 
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All the factors together successful companies strategize and 
manage both value and cost equations in a dynamic fashion 

Capacity Costs Without Risk Premium 

Capacity Cost 

Total 
Cost 

Revenue 
Provider 
Centric 

Customer Centric 
“Shared Risk” 

Economic Gain  
through  

various strategies 

Change in Microeconomics 

Shared Economy 
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This is how the economics of a few dominant 
companies work 

Largest retailer without retail stores 

Largest Taxi Company without CARS 

Largest in hospitality without real 
estate 

Largest in social media without 
content 

20 

Experience and 
Shared economy 
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Supply-demand in the context of Globalization 

21 

Global skills at  
lower costs Global Products 

Choices 

Risks 

Outcomes 
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Volume 

Supply Demand 

How is the Point of 
Equilibrium  
influenced in a 
globalized economy? 

Identifying points of Equilibrium beyond National Borders 
!  Science of Equilibrium 

Price 

Globalization 
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Volume 

Local 
Supply 

Demand 

Point of 
Equilibrium 

Identifying points of Equilibrium 
!  Globalization of markets 

 Wage 
$/Hr 

Global 
Supply 

" 

# % 
$ 

Globalization 
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Micro Economics Map and Strategy 

Raw Materials 

Utilities & Services 
Purchased 
 

Compensation 

Capital cost 

Depreciation 

Product 
Revenues 

Σ Services 

Revenues 

Cost 

Profit  

High end premium 

 Discounts 

Σ Segments 

Pay per use model 

Service intensity 

Relative rate to Industry 
Productivity 
Numbers/output 
Debt/Equity 
Cost of Equity 
Cost debt Long term 

Short term 

Strategic & Operational 
Levers of Corporate Finance 

Key Strategic Levers Specifics (Not Comprehensive) 

Service intensity 
Units/output 
Rate (negotiated) 

Yield 

 Exchange rate effects 

Volume/segment 

Depreciation Policy 

Capital intensity 

+ 

Price/Unit 

Volume 

X 

+ 

+ 

+ 

+ 

Price/Unit 

24 

Fi
xe

d 
C

os
t  

Economics to 
Strategy 
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Perspectives on the design of strategy in an uncertain & 
high velocity environment 

Review of Evolution of strategic management? 

 

What is Strategy? 

 

Strategic Degrees of Freedom & Strategic Game-
board ? 

2 

4 

3 

 

Micro Economic & Strategic levers? 

 

1 
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Basics of Global Strategy 

“An integrated set of 
actions aimed at achieving 
a sustainable competitive 

advantage” 

+ 
Global  Power 

A robust Global strategy must ensure that the fundamental requirements are satisfied 

Competitive: 
Oriented against specific 
rivals for business and / 

or resources 

Integrated: 
Consistent and 

supportive across 
business system,  

nations and functions 

Sustainable: 
Not easily or 

immediately copied or 
negated 

Conventional Definition 
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. 
 

 *  Included in Appendix 
 

Intellectual Challenge in the New Environment – How to 
Define Strategy? 

Preliminary 

A Prestigious Consulting 
Firm’s Definition 

Proposed Definitions in the 
New Paradigm 

(Ghosh Definition) 

“Synchronized set of creative 
and collaborative power 
plays to secure superior 

influence in the confluence of 
Digital and Cartesian 

economies” 
Purpose? 

Setting 
standards in 
creating “first 

mover 
advantage 

Driver? 
Innovative 

network 
Where? 

Digital 
 
Physical 

“An integrated set of actions 
to secure competitive 

advantage” 
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Perspectives on the design of strategy in an uncertain & 
high velocity environment 

Review of Evolution of strategic management? 

 

What is Strategy? 

 

Strategic Degrees of Freedom & Strategic Game-
board ? 

2 

4 

3 

 

Micro Economic & Strategic levers? 

 

1 
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Cultivating a Strategic Mind-Set 

Gain Scale Diversify 
Risk 

Innovation "Community 
Intelligence" 

Digitization 
 

Milestones in Strategic Management 
Since Early Sixties 

Mid- 
Sixties 

Mid- 
Nineties 

Mid- 
Seventies 

Mid- 
Eighties 

2000 to 
Present 

Experience 
Curve 

Portfolio 
Management 

Competitive 
Strategy 

"Real Time" 
Strategies 

I3 
Expansion? 
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Environmental Impact on the Evolution of SM 

19
50

-7
3 STABILITY AND 

GROWTH 
- Post WWII boom 
- Predictable growth 
- Social responsibility 
 
- 

19
50

-7
3 Competitive & 

preemptive 
Investment 
•  Experience Curve 

•  R & D/Capex  
management 
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Mid Sixties: During times of certainty the corporate 
world embraced the power of “experience curve” 

l 

º 

Cost ($)/Unit) 

Σ Volume 

l 
l 

l 
l 

l 

1. Experience 
Curve INDUSTRY LEARNING CURVES (ESTIMATE) 

Industry Experience 
Curve 

Nuclear Reactor 
Construction 

95% 

Aircraft Production 85% 

Canadian Oil Sands 85% 

Ford Model T 83% 

Drilling (South Texas) 80% 

Drilling (North Sea) 75% 

Tension Leg Platforms 
(Gulf of Mexico) 

65% 

Copper Extraction 65% 

Corn Production 60% 
4X 2X 8X 

l 

º 

º 

º 

Gradient 
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INDUSTRY LEARNING CURVES (ESTIMATE) 

Source: PetroVR Solutions 

Original Cost 

Nuclear 
Reactor 

Construction 

4X 2X 

90 

80 

70 

8X 6X 

100 

0 

Doubling of Volume 

U
ni

t C
os

t 

Aircraft 
Production 

Corn 
Production 

Gradient = 0.95 

0.85 

0.65 

0.60 

Copper 
Extraction 

How through globalization of 
operations you could accelerate 
the learning curve effect on your 

cost competitiveness? 

0.83 Ford Model T 

And then unleashing its multiplicative value 
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First three wells 
   Minimize rig NPT through e,g. 

)  rig design (faster rig up and down),  
)  sliding rigs on a drilling pad,  
)  thru-the-bit-logging  

   Work faster (Increasing Rate of Penetration) 
)  Use of synthetic fluids in Drilling muds 
)  Well design with smaller bore holes 
)  Improved drill bit (life and size) 
)  Xyz 
)  abc 
)  Rig design with multiple well centres and movable 

tools 
)  Identifying problems early through MWD,LWD and 

TBL 
   Design & Decision making 

)  Pad drilling 
)  Multi lateral drilling 
)  Drilling longer laterals 
)  Closer lateral spacing between adjacent wells 
)  Increasing the number of frac stages per well  

 Source:  US EIA paper “Quantifying Drilling Efficiency”, June 2010 

Days to depth from spud 

For example in the US Unconventional learning 
experience effect is very evident… 

HAYNESVILLE HORIZONTAL DRILLING ENABLERS 

0 10 20 30 40 50 60 70 80

D
ep

th
 (f

ee
t) 

Days from spud 

Middle three wells Last three wells 
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Environmental Impact on the Evolution of SM 

19
74

-7
9 ENTERPRISES 

UNDER 
PRESSURE 
- Oil shocks 
- Stronger business Cycles 
- Quality of working life 
- Civic and women’s rights  
- Environmental protection 

19
74

-7
9 Management of 

Risks 
- Portfolio management 
- Offset cycles 
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Seventies: Era of Portfolio debates(?) 

   BCG’s Portfolio Model 

Relative Growth 

Relative market share 

1.Experience 
Curve 

2. Portfolio 
Management 
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Seventies: Era of Portfolio debates(?) 

   BCG’s Portfolio Model 
R

el
at

iv
e 

G
ro

w
th

 

Relative market share 

1.Experience 
Curve 

2. Portfolio 
Management 
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Rise of Portfolio Mapping 

Low Medium High 

X axis  

Low 

Medium 

High 

Y 
ax

is 
Dominant value 

Segment 1 

Segment 2 

D 

E 

G 

B 
C 

A 

F 

8 



Essentials of Strategy 

Partha S Ghosh. — Confidential Global Strategy for Tufts Gordon Institute-PG Spring 2017 38 

Environmental Impact on the Evolution of SM 

19
80

-8
8/

89
 

CUTBACK AND 
RATIONALIZATION 
- Unemployment 

- Rise of Japan/ GE 
- Cut in public services 

19
80

-8
8/

89
 

Back to basics 
- Competitive Strategy 
- Rationalization of Ops 
- Linear vs Discontinuous 
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Mid eighties to mid nineties 
   Economics of S curves &  
   Technological Limits 

Value/Impact 

ΣResources 

Economics of paradigm 
Shift 

1.Experience 
Curve 

2. Portfolio 
Management 

3. Competitive 
Strategy 
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Back to basics 

   Reengineering Business system 

Business System 

R&D D&E Supply Marketing Sales Service 

Key words: 
 

Benchmarking best practices 
Kaizen 

Ishikawa Diagram 
Just in Time/Kanban 

Ringi approach 
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Environmental Impact on the Evolution of Strategic 
Management 

19
90

-0
0 REVIVAL OR 

CONTINUED 
DECLINE 
- Privatization & 
deregulation 

- New world of Digitization 

 

19
90

-0
0 Web based 

strategy 
- Time to value 
- Renewal of cultures 
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Nineties: Effect of digitization 

   Time to market 

Value creation 
velocity 

Network Intensity 

Experience 
Curve 

Portfolio 
Management 

Competitive 
Strategy 

"Real Time" 
Strategies 
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Size of Impact($) 

Years Between Peak 
to Peak 

Exponential 
Envelope 

2020 

“Exponentiality” (?) of Imagination Driven Opportunities 
Life Cycle of Products 

1950 1985 

Time 

Le
ve

l o
f I

m
pa

ct
 

• Acceleration of 
Momentum 

• Re-synthesis of Hard 
and Soft Assets 

• Conceptualization of 
New Business 
Models 

Multi Dimensional Life Cycles 
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Present and the Next 10 years: “Digital Open Economy” 
   Social Intelligence 

Innovation 
Speed 

Skill Multiplier 
(Convergence effect) 

Experience 
Curve 

Portfolio 
Management 

Competitive 
Strategy 

"Real Time" 
Strategies 

I3 
Expansion? 
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I³=IQ Model 

Interface and Interactive 
Technologies? 

I3 
Expansion? 
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Cultivating a Strategic Mind-Set 

l 
l 

l l l l l l l l 

Cost ($/
Unit) 

ΣVolume 

Attractiveness 

Strength 

Value/Impact 

Resource 

Change 

Value Creation 
Velocity 

Network 
Intensity 

Implications Gain Scale Diversify 
Risk 

Innovation "Community 
Intelligence" 

Community 
 

Innovation Speed 

Skill 
Multiplier 

Milestones in Strategic Management (Since Early Sixties) 

Mid- 
Sixties 

Mid- 
Nineties 

Mid- 
Seventies 

Mid- 
Eighties I3 

Experience 
Curve 

Portfolio 
Management 

Competitive 
Strategy 

"Real Time" 
Strategies 

I3 
Expansion? 

Fundamental 
Philosophy  

   Share?     "Profitable 
mix"  

   Change rules?     Network?  Imagineering 

Environment  –  Certainty 
–  Growth  

–  Cyclic 
Changing 
conditions  

–  Globalization 
Japan 
dominance  

–  Internet speed 
Online value  

–  User 
involvement/ 
Experience 

 

Critical 
Analysis  
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Perspectives on the design of strategy in an uncertain & 
high velocity environment 

Review of Evolution of strategic management? 

 

What is Strategy? 

 

Strategic Degrees of Freedom & Strategic Game-
board ? 

2 

4 

3 

 

Micro Economic & Strategic levers? 

 

1 
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Set of Actions to secure sustainable  
Sustainable competitive advantage 

Must be able to Protect the  
identity and the heritage the  
Company has earned  

Leadership of any organization must work towards continually develop a  
consensus on the basic overarching principles  

Which must ensure the long-term longevity, profitability 
and vibrancy of the organization 

Protect Leverage Enrich Criteria of a Good Strategy  
in the Changing Environment 

Must be able to  
 utilize the full potential  
of its Heritage /DNA 

Most importantly must 
broaden and deepen  
the identity  

Several Fundamental Clues in Structuring Strategic 
choices 

1 3 2 

Strategy 
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The Basic framework 

Strategic Triangle 

R&D D&E Supply Mktg. Sales Service 

Company 

Business System 
Strategic Vector 

ΔV? 
ΔC? 

Value 

Value 
Customer Competitor 

Value Delivery Process … 
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Structuring a search process…  

Strategic Triangle 

Company 

Strategic Vector 

ΔV? 
ΔC? 

Value 

Value 
Customer Competitor 

Sources of Competitive edge… 

Sources of ΔV?ΔC? 
 
1.  Cost differential 
2.  Brand 
3.  Technology/Knowledge 
4.  Network 
5.  Customer Relationship 
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Strategy normally evolves from how different factors are 
innovatively fused 

Brand led 

Trust Me 

Knowledge 

Cost Advantage led 

 Customer led Networking Led 

Technology led 

• Wage rate 
•   Access to low cost 

raw materials 
•   Productivity 
•   Scale 
•   Infra-structure 

•  Trust/Experience 
•   Multi-local goodwill 
•   Consistent and 

Reliable Quality 
•   Community level 

image 

•  Unique IP/Patent protected  
•  Access to technology 

centers 
•   Multi-local skills 
• Global Application of 

technology 
•  Embedded in customers 

pride, productivity & 
progress 

•   I 

• Global Presence 
•  Access to local 

knowledge/practices 
•   Positive synergies 

across local boundaries 
•  Responsiveness 
•  Engagement with local 

aspirations 

•   I 

•  Unique relationship 
as a truly dependent 
partner 

•  Access to customers 
critical operations  

•  Positive synergies 
across boundaries 

•  Responsiveness to 
customers 
requirements 
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Analytics and Strategic Triangle 

Strategic Triangle 

Company 

Strategic Vector 

ΔV? 
ΔC? 

Value 

Customer Competitor 
Engagement"

Consideration"
Purchasing"
Ownership"

Relationship"
Disposal"

•"0                       5"

Quantity 

P
ric

e 

A 
B 

Amount of 
rebate 

Copyright © 2014 PSG & A — Confidential Partha Ghosh Spring 2014 49 

Confidential 

Volume 

Cost Curve & Technology 

Technology 1 

Total Cost 

Cost per unit & Price relationship 

U
ni

t C
os

t 

ΔTC/ ΔV unit 

  

US Manufacturer Indian ManufacturerComp A Comp B 
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Basic Strategic Framework 
Likely Strategic Plays 
 

? 

? 

? 

Conventional 
space 

Value 
Extension 

Efficiency 
Gains 

Reach 

Strategy Design: Three Strategic Degrees of Freedom 

   More & Better of 
the Same? 

   or  
   Fundamental 

transformation?  
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Strategic Gameboard  
Likely Strategic Plays 
 

Basic Strategic Framework 
Likely Strategic Plays 
 

? 

? 

? 

Conventional 
space 

Value 
Extension 

Efficiency 
Gains 

Reach 

Creative 
marketers? 

Path 
finders? 

Defenders? Attackers? 

Lead Follow 

New 

Generic 

Scope 
Definition 

Global 
Company 

Competitive 
Rules 

With “Glocal” 
Organizational 
configuration 

  
Take advantage of lif 

cycle of patent 
protection 

ChemConnect, 
Amazon.com 

Strategic Options 

Illustrative 
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Strategic Plays 

New 

Strategic Game Board 

Thinking through 
where you could 

create global 
competitive 
advantage? 

Generic 

Same Different 
Competitive Rules ? 

"Re-scope" "Re-innovate" 

More and 
better of the 

same 
"Re-engineer" 

Business 
Sequence 

Business 
Scope 
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Strategic Game board:  
Likely Strategic Plays 

 Type B  

Japanese 
Electronics 

Type D: 

Dell 

 

 

 

 

Interface 

Japanese 
Auto,  

Type C  

Benetton 

New “As is” 

New 

Generic 

Risk 
Reward 
Options 

Competitive
Rules 

Strategic Framework: Global Cases 

State of 
Consciousness= 

Perspective 

Type A 
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When Conditions Change … (?).. Opportunities are created.. 

Current Set-Up Time for Press Machine 

For Fenders 

Toyota Japanese
Company

US, Germany

Total 
Number of 

Models 
and 

Flexibility 

Conventional 

View: 

Line Speed 

5-6 Min. 10-15 Min. 

1-2 Hours 

Type B 

Type A 

Type D 

Type c 
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Sequencing Game: Typical Distribution Channel 
for T-Shirts 

Fiber 

Current Distribution Channel 

Retail 
Stores 

Yarn                  Fabric T-Shirts 

• Carry 
Inventory for 

different 
sizes and 

Colors 

  
Distributors 

• Follow Trends 

 Retailers 

• Personalized service 

• Immediate      access 
to    products 

• Contacts with 
customers leads to 

innovation 

• Product information 

• Order processing 

• Order tracking 
  .com 

• Wide reach 

Dye 

Type B 

Type A 

Type D 

Type c 
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Benetton: Creating More Value out of the Distribution 
Channel 

Fiber 

Current Distribution Channel 

Retail 
Stores 

Yarn                  Fabric White T-
Shirts 

• Carry 
Inventory 

for different 
sizes only in 

white 

  Distributors 

• Follow Trends 

 Retailers 

• Personalized service 

• Immediate access to    
products 

• Contacts with 
customers leads to 

innovation 

• Product information 

• Order processing 

• Order tracking 

  .com 

• Wide reach 

Dye 

Dye 

Type B 

Type A 

Type D 

Type c 
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U.S. Market 

Supeheretodyne 
home radio 

Portable  

radio 

Portable  

radio 

Transis- 

tor 

radio 

Low-cost 

Production in South- 

East Asia 

Inspired products 

Mature market KFS 

Cost Edge 

Japanese 
Market 

4-tube 

home 

radio 

Super- 

heterodyne 

home radio 

Portable  

radio 

Tran- 

sistor 

AM 

AM/FM 

Radio-in-TV 
Digital clock-radio 

Radio-in-pocket calculator 
Earphone radio 

Product-Development History of Radio: US versus 
Japan Type B 

Type A 

Type D 

Type c 
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Illustrative 

 
 
Source:  Company Information; Harvard Business Review; Journal of Interactive Marketing PSG & A analysis 

Conventional Model Direct/Internet Model 
Financial Flow/Production Cycle  
Dollars 

Additional 
Gross 

Margin per 
Product 

24-48 
Hours 

4 Days 

5 Days 

Payment from 
the Customer 

Payment to 
the Supplier 

Time 

As long 
as 35 
days 

Cycle-
Financing 

Gross 
Margin per 

Product 

Financial Flow/Production Cycle  
Dollars 

Network Manufacturing: Dells Capital Efficiency Advantage 
The "new model" essentially accelerates physical flow of products while creating significant 
advantage in capital efficiency by moving from conventional "seller funded" to "buyer funded" 
working capital. 

$ $ 

Components 

Order Delivery 

Production 
Planning 

Shipment  
to the 

 Channel 

Storage 
in the 

Channel 

Product 
Purchase 

Order 
Placement Delivery 

Shipment 
to 

Customer Order 

Components 
Production 

Planning 
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Finally strategic plays result from creative 
combination of “5 sources of competitive edge “ 

New 

Strategic Game Board 

Generic 

Same Different 
Competitive Rules ? 

"Re-scope" "Re-innovate" 

More and 
better of the 

same 
"Re-engineer" 

Business 
Sequence 

B
u

si
n

es
s 

S
co

p
e 

Sources of Competitive edge… 

Sources of ΔV?ΔC? 
 
1.  Cost differential 
2.  Brand 
3.  Technology/Knowledge 
4.  Network 
5.  Customer Relationship 
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Bridging P & L with Strategic game-board along 
multiple periods 

Raw Materials 

Utilities & Services 
Purchased 
 

Compensation 

Capital cost 

Depreciation 

Product 
Revenues 

Σ Services 

Revenues 

Cost 

Profit  

High end premium 

 Discounts 

Σ Segments 

Pay per use model 

Service intensity 

Relative rate to Industry 
Productivity 
Numbers/output 
Debt/Equity 
Cost of Equity 
Cost debt Long term 

Short term 

Strategic & Operational 
Levers of Corporate Finance 

Key Strategic Levers Specifics (Not 
Comprehensive) 

Service intensity 
Units/output 
Rate (negotiated) 

Yield 

 Exchange rate effects 

Volume/segment 

Depreciation Policy 

Capital intensity 

+ 

Price/Unit 

Volume 

X 

+ 

+ 

+ 

+ 

Price/Unit 
Delivery 

63 

T1 T 2 T 3 .. … T n 

Fi
xe

d 
C

os
t  

Economics to 
Strategy 

Sc
op

e 
of

 V
al

ue
 


