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Net Operating Profits After Taxes
Total Invested Capital

ROIC =

Incremental Revenue X Contribution Margin % — Investment

ROMI% =
Investment
I " = Incremental Revenue X CM%
nvestment = ROMI% 1
I tal R _ (ROMI% + 1) X Investment
ncremental Revenue = %
Price — Variable Cost

Contribution Margin % = -
Price

Fixed costs
price — unit variable costs

Break even volume =

Brand Z Value = Branded Earnings X Brand Multiple X Brand Contribution

Branded Earnings = Corporate Earnings X Attribution Rate
Financial Value = Branded Earnings X Brand Multiple

Brand Value = Financial Value X Brand Contribution

Brand Equity Index =

Brand Price
Average Market Price

Relative Price =

Brand Sales in group
Population in group
Total Brand Sales
Total Consumers

BDI =

Brand Sales in group
Total Brand Sales
Total Consumers

Total Brand Sales

Population in group =

BDI x

Effective Market Share X Relative Price X Durability

Brand Sales i = BDI x Populationi X
rand Sales in group opulation in group X ———r~—

Brand Sales in grup
Population in group
BDI x Total Consumers

Total Brand Sales =

Total Brand Sales

Total Consumers = -
Brand Sales in group
Population in group

BDI
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Penetration Share (%)

_ Customers who have Purchased the Brand (#)
" Customers who have Purchased a Product in the Category Penetration Share (%)

Brand Penetration
Market Penetration

Penetration Share (%) =

H U Index (I) = Market Share Percentage
eavy Usage Index (I) = Penetration Share X Share of Requirement!]

Sh R , rs = Market Share Percentage
are of Requirements = Heavy Usage Index (I) X Penetration Share

Avg Total Purchases in Category by Brand Customers
HUI = -
Avg Total Purchases in Category by All Customers for that Category

Net Income — Dividends
Total Capital

ROIC =

(for ROIC we ignore short-term debt, and add together the long-term debt; then add stockholder’s

equity to be the total capital)
Pretax Profit

ROI (Return on Investment) = Tnvestment

Compound Annual Growth Rate

1

CAGR% = ( Ending Value )(m) 1

Beginning Value

Sales lost from existing products (#,$)
Sales of new product(#,$)

Cannibalization Rate =

Penetration(t) = [Penetration(t — 1) X Repeat(t)] + Frist — time Triers(t)

Sales Projection(t)

= Penetration(t) X Average Frequency of Purchase

X Average Units of Purchase
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Why products fail?

-Sales below expectation: no differentiation advertisement, poor market definition, and lack of
channel support

-Profit below expectation: production costs underestimated, low sales volume, selling costs high
Situation Analysis:

5C’s: Customers (decision making process: problem recognition, info search, evaluate
alternatives, purchase decision, post-purchase evaluate); Context (macro: demographic, economic
conditions, socio-cultural environment, political/legal, technological, natural environment);
Company (business model, competitive strategy); Collaborators & Complementors; Competitors

5 Forces Model of Competition:

-Rivalry among competitors [A47 V5% 4+ F2 % : equal-sized, growth rate, price-based competition,

differentiation

-Potential new entrants ¥ 7E 3§ ANfT# : economies of scale, capital, government regulation

-Bargaining Power of Buyers EXZXNILHIHE/):  indirect buyers, concentration, knowledge,

switching costs, seller’s product unique

-Bargaining Power of Suppliers £/ FiIF A EE/T: (strong) unique inputs, labor unions, no

substitutes, buyer group, information

-Substitutes {X1: the unanticipated competitor, technology, switching costs are low, cost vs.

benefits

SWOT: Strengths & Weaknesses; Opportunities & Threats

SPESTLE: #:£:3ft (Social-cultural: demographic, lifestyles, education, live conditions). F}

Hi (Technological: research, inventions and innovation, IT, Internet, energy costs). 23
(Economic: interest rate, government spending, unemployment, taxation, exchange rate). 3%/
H %X (Environmental/Natural: resource availability, waste , by-products and environmental

impact). BiA (Political: employment laws, contract laws, trade union, consumer protection )~

1544 (Legal: employment laws, contract laws, trade unions, consumer protection ) i /% (Ethical:
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bribery, client confidentiality, transparency )

Strategy:

-Cost leadership: low cost, broad target

-Cost focus: low cost, narrow target

-Differentiation: different products, broad target
-Differentiation focus: different products, narrow target

Types of supply market: Oligopoly 53k 2EWr (—F B /035277 (F3) E WM HIHRE),

perfect competition 5E4 7 d CKFZMT3%) , monopoly ZEIWT, monopolistic competition Z& Wt
e CEFR . YRR EVNIZE . BEIE . i)

7P’s: Product, Price, Promotion, Distribution, Physical evidence, People, Process

Brand Z topl0 2016: Google, Apple, Microsoft, AT&T, Facebook, VISA, Amazon, Verizon,
McDonald’s, IBM

Branding: Brand name, URLs 1, Logos and symbols, Characters, Slogans, Jingles/Sounds

Consumer Adoption Cycle: Innovators, Early Adopters, Early Majority, Late Majority, Laggards

Red Ocean Strategy Blue Ocean Strategy

Compete in existing market space Create uncontested market space

Beat the competition Make the competition irrelevant

Exploit existing demand Create and capture new demand

Make the value-cost trade-off Break the value-cost trade-off

Align the whole system of a firm’s activities Align the whole system of a firm’s activities in

with its strategic choice of differentiation or pursuit of differentiation and low cost.

low cost.
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