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Warm-up Exercise

T Can you name any of the top ten U.S.
Inadustrial companies from 1910 (measured by
size of assets)?

T How many are still around today?
T What do you think happened to them?
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. Decision Strategies International Anticipate. Adapt. Win.




Encyclopedia Britannica - |

T Oldest English language encyclopedia
TPublished 15 editions over 225 years
T Sales grew 8.1% per in 1980s
FRecord sales in 1989: $627 million

T Sold 117,000 copies for $1,300 in 1990

T Profitable in 19 of previous 20 years

T Translated into many foreign languages

THeavily invested in specific sales model

. Decision Strategies International Anticipate. Adapt. Win.




Encyclopedia Britannica - |

| ]

T Cheap to manufacture and store

T Losses of $4.6 million in 1992 and
million in 1993

T In four years sales dropped 53%
T No money to develop new technology

T Management looks for a buyer in
$400-$500 million range

T In 1995, CEO Peter Norton retires

T Facing new competitors: Microsoft, Times-Mirror,
Bertelsmann, etc.



















Typical Opportunities
Management to Profit from
Focus Uncertainty



Newer Tools

Influence diagrams

Scenario planning

Real options analysis
Hedging / Derivatives

Total risk management
Dynamic monitoring
Systems dynamic modeling
Learning models / Simulation

Ambiguity Chaos / Ignorance

Lower Risk & Lower Reward Higher Risk & Higher Reward

Traditional Tools

Extrapolative forecasting
Net Present Value analysis
Decision trees

Bayesian updating
Expected utility theory
Monte Carlo simulation
Portfolio optimization
Stochastic modeling

a Insurance /Safety programs















They Believed It

e phonograph...is not Np matter what happens, the
oggnﬁcom.%ergm U.S. Navy is not going to be
value. 11 caught napping. 11

——Thomas Alva Edison ) S fth
o- @- (Inventor of the N:\C/n? ?)%/cgmb%r A
“ phonagraph; ¢. 1880) S o 194{ just before the

Pearl Harbor attack
Lo\

AN
¢ ?@‘ 4 GRQIW OLNH WKHLU 7
i@? 4‘$ s%tlnd. Groups of ‘ VLI ROAOIGIOH]

an elephant at this

e guitars are on the

way out. o ,’ General John B.
7 ; Decca Recording ) Sedgwick, 1864
9 4  Company

e _ (last words,
& B  Executive,

Battle of
. turning down the Spotsylvania)
Beatles in 1962



















Develop a
Strategic Vision
Balance
Commitment anc
Flexibility

Monitor in
Real Time










Active Rigs x 1000
8
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Drilling Forecasts USA (1980-1990)

(date 1/7/1981)




The Past The Future







Vulnerable Vigilant
(myopic) (20/20)

Focused Neurotic
(laser-beam) (ADD)



























Typical Strategic Focus

Market
Intelligence

Competitor
Intelligence
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Social
Intelligence

Environmental
Scanning

Business
Intelligence







