
Economics of Strategy – ECON 407 
Syllabus, Fall 2016 

Professor Mauricio Varela  

McClelland Hall 401BB / Ph. 520-626-3165 / mvarela@email.arizona.edu 

Class Time: Mondays & Wednesdays, 14:00 – 15:15 

Office Hours: Mondays & Wednesdays, 15:15 – 16:30, or by appointment 

TA: Arundhati Tillu / arundhatitillu@email.arizona.edu / Office hours: Wed 10-11, Rm. 401C 

Text Book: No textbook is required and no book is strictly followed in this class. However, the 
following books may help better understand the topics at hand:  

 Strategic Management, Concepts and Cases, Frank Rothaermel, McGraw-Hill, 2013.  

 HBR’s 10 Must Reads On Strategy, multiple authors, Harvard Business Review Press, 2011 

Other Material: The course requires multiple readings from newspaper articles and business 
cases. Newspaper articles can be accessed through Factiva or other university resources. 
Business cases need to be purchased through the Harvard Business Review website, from 
where they can be downloaded. Note that the case on Health Care is only sold in print and 
mailed, so be sure to acquire it with enough time.  

Midterm: Wednesday, October 19th – in class 

Final: Wednesday, December 14th, 13:00 – 15:00 

Learning Objectives: 

The course has three major learning objectives, in which the student will learn: (a) the technical 
knowledge required for strategic business decisions; (b) to ‘think strategically’ while under 
pressure and with limited information; (c) to communicate business strategy effectively and 
concisely.  

The first objective is similar to most courses focused on teaching concepts. The student will 
learn what is strategy, what are the boundaries of the firm, what is value and what is required 
to capture it, what is a competitive advantage and what is required to sustain it, how to assess 
the potential profitability of an industry, and some specific frameworks in which to analyze 
strategies.  

The latter two objectives teach skills. As such, they require continuous practice to acquire. The 
course will thus rely heavily on in-class participation, collaboration, and written communication. 
The student will learn, through repetitive interactions, to work in teams, accepting co-
responsibility (each member is accountable for the complete and final outcome) and positive 
interdependence (all members must cooperate to complete the task). Students should 
recognize how personal attitudes and values affect individual and group performance.  

Course Methodology: 

This course is mostly cased based. This is not a lecture course. The student is expected to read, 
analyze, and communicate the key aspects of the case and potential solutions. In class, I will 
present a framework under which to analyze the case and moderate a student discussion on 
the case.  
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The students are expected to have read all relevant material before coming to class and to have 
discussed it with their teammates. In class, the students will engage in an open discussion in 
which they present the key facts of the case, the problems at hand, and potential solutions. 
Participation is critical to the learning process. By participating in class discussions, you learn 
how to communicate your ideas to a large audience and your fellow peers learn from your 
analysis.  

The case method works as follows. A set of readings is assigned to you. Read the material and 
identify the facts of the case, the main problem at hand, and potential solutions for the 
problem. You should also identify the additional information required to make a better 
assessment of the problem and the drawbacks that your solutions may have. 

Second, you will have questions assigned to each case (the questions can be found at the end of 
this syllabus). Think carefully about each question and try to answer it in the most concise and 
complete way.   

Third, you have a team discussion in which all members of the team present their findings of 
the case and discuss the questions at hand. The team should reach a consensus on the key 
problem and solutions to the questions. A written report will be required from the team.   

In answering these questions, remember that there is never a right or wrong answer. There are, 
however, answers with more and less economic support. I will be expecting depth of thought in 
your answers. Nevertheless, you will never have all the information required, and you will have 
to make assumptions.  

The last step of the case method is to discuss the case in class with other teams. In such a large 
audience and given the limited time of the class, you will be challenged to communicate your 
team’s ideas clearly and concisely. You will need to support your team’s findings with economic 
concepts and facts.  

The questions for each case can be found at the end of this syllabus. 

Teams  

You will form teams of 4 members. This team will be your team for both cases and the firm 
presentations (detailed below). As homeworks begin with the second week of class, you should 
have your team formed, at latest, by the end of our third lecture.  

Firm Presentations  

Your team will be expected to collect and analyze information on a company and the industry in 
which the company operates, and relate it to the material viewed in class.  

The company should be listed in the NYSE or the NASDAQ. I highly suggest a company for which 
much information is available, a company that is highly concentrated in a single industry sector, 
and such industry sector is experiencing a lot of change. The following companies are not 
eligible:  Airbus, AMR, Boeing, Cemex, Coca Cola, Dell, Enterprise, IBM, Kellogg’s, Monsanto, 
Nucor, Pepsi, Wal-Mart, and Zara. 

No two teams should choose the same company. You shall email me your chosen company 
prior to 5pm of the second Friday of classes. I will assign firms to teams on a first-come-first-
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serve basis. If two teams choose the same company I will notify the team that emailed me 
second and such team will need to choose a different company.  

Two reports will be presented: a midterm report and a final report. Both reports will be in the 
form of a slide deck. The slide deck should contain an executive summary, answer the key 
questions (detailed below) and have conclusions. All teams should hand in the reports at the 
beginning of class on the day it is due (beginning of class is at 2pm). I expect the reports to be of 
the same quality as any professional report used in the consulting/analyst industry (e.g. printed 
in color, binded, and interesting; more details given below).  

Besides handing in the report, teams are expected to give a 20-minute presentation of their 
report. During the presentation, the audience and I may ask questions. These are intended both 
to clarify what the presenter is communicating and to verify and understand the validity of 
what is being presented. For example, if the speaker mentions the firm is a leading firm in a 
given sector, the audience may ask under what metric is such lead being established and how is 
such metric relevant to profitability. You should be prepared to answer these questions and the 
audience is encouraged to ask them.  

Attendance by all is mandatory to these presentations. Absences will be allowed only under 
exceptional circumstances. Failure to attend may significantly affect your participation grade.  

Each team will present once. Hence, you may be chosen to present either the midterm report 
or the final report, but not both. Teams will be selected at random as to when to present. There 
are four different dates on which presentations will take place. And within each day, three 
teams will present. The midterm report will be presented on the first two presentation days, 
and the final report will be presented on the last two presentation days. The presentation days 
are not contiguous, so be attentive to the class schedule below as to which day you will be 
called to present.  

Regardless of the date on which you present, all teams have to hand in a midterm and final 
report on the specified days below. 

The midterm report should describe the firm you have chosen and its industry. Your objective 
is to convince the audience why following such firm is interesting. Specifically, this presentation 
is to convince the audience to make long-term investments in the company or to dissuade them 
from doing so, if the case may be. As such, it must contain the main strategy the firm is 
following.  

Questions that may help achieve this objective are:  

 What is your firm, what industry is it in, and what products/services does it offer?  

 What is your firm’s cost structure? What are its profits and its financial performance? What 
drives profitability? 

 Who are its competitors? How close or how far of competitors are they? How do they affect 
the profitability of your firm? What strategies are they following that impose a risk to the 
firm? 

 What is the value chain of your firm? Who are key partners in the upstream and downstream 
markets? Why are they key partners? How do they affect the profitability of the firm?  
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 What is the added value of the firm? What part of the value chain is obtaining most of the 
value added? Why can’t the firm obtain a higher stake of the value added? 

 How does the firm rely on the market vs performing tasks in-house? Why did it expand into 
the upstream/downstream/new products lately (if it did so) or why hasn’t it (if it has not done 
so)? What synergies did the firm obtain from such expansion? 

The midterm is graded as follows: Structure & Logic (Exec. Summary, Agenda, One Idea Per 
Slide, etc.), 1 point; Format (sources, use of graphs, diagrams, plots, etc.), 1 point; Content (e.g. 
financial data, value chain, rival firms, EOS, integration), 3 points.  

The final report is about communicating where you would take the firm. You are asked to 
develop a strategic plan for the firm. Creativity is highly valued, but it must be supported with 
economic arguments. Questions that may help in this aspect are: 

 What is the firm’s competitive advantage? Why can it sustain its current competitive 
advantage? Does the competitive advantage arise from the cost side or the value added 
side? What firm specific assets generate such competitive advantage?  

 An analysis of the industry and how it affects the firm’s profitability; especially in relation to 
the competitive advantage discussed previously.  

 What industry conditions may change in the short run that will dispel the firm’s competitive 
advantage? 

 How does your proposed strategy differ from the firm’s current strategy and why do you 
think it will be successful? 

Remember, for the final report, there is no right or wrong answer. There are answers with more 
or less economic content.  

Final report is graded stricter than the midterm: Content accounts for all 5 points, however, I 
may subtract credit for lack of structure or failure in format. To get credit for the content, your 
analysis has to be supported with financial figures and your assumptions have to be supported 
with evidence. 

Case Reports 

Two classes are dedicated to each case. In the first class I will present a framework under which 
to understand each case. You are expected to have read the case and thought about it before 
coming to class. At the beginning of the class you will hand in an individual report on the case. 
The report should answer:  

1. What is the firm involved?  
2. What is the main problem at hand in the case?  
3. Why the answer to the problem is not obvious?  

The report should be no longer than 1 page, but should answer the above questions in full. 
Reports that do not answer the questions or that are longer than one page will receive no 
credit.  

In the second class we will engage in group discussion. You are expected to have had your team 
session prior to the class.  I will moderate the discussion. You are expected to participate. We 
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will cover the facts of the case, the main problem at hand, and potential solutions to the 
problem. You will hand in a team report (one report per team), answering a set of questions 
given for each case. The report should be as concise as possible, generally not exceeding 3 
pages. The questions for each case are given at the end of this syllabus. They are not the same 
questions as those of the individual report.  

All reports (individual and team) should by typewritten and handed in at the beginning of class. 
I will not accept reports 5 min after class has started. The only exception will be due to personal 
major medical circumstances. If you cannot come to class or you will not arrive on time, you can 
send me your homework electronically and I will grade it as long as I receive it before class 
starts. The right to submit the homework electronically is a privilege that I allow for 
circumstances in which you will not be able to attend class on time. You are expected to hand in 
the homework personally and such privilege may be removed if I feel students are abusing of it.  

As stated previously, you are expected to work as a team to answer the homework. I highly 
discourage dividing the work and not working jointly in answering all the group questions. If 
you divide the work not only will you fail to learn all the important issues of the case, you will 
also deprive yourself of a group discussion that would enrich your understanding of the case. In 
addition, by dividing the work your answers may contradict your teammates answers. 
Homeworks with contradicting arguments get points marked off.  

Attendance 

Attendance to class is optional (except for the lectures with student presentations). However, 
there is no book to this class. If you do not attend, it will be very difficult for you to do well on 
exams and homeworks, as you will find it difficult to apply the material viewed in class. You will 
also not receive participation points. Experience has shown me that those who do not come 
regularly to class do not pass the course.  

 The UA’s policy concerning Class Attendance, Participation, and Administrative Drops is 

available at: http://catalog.arizona.edu/policy/class-attendance-participation-and-

administrative-drop  

 The UA policy regarding absences for any sincerely held religious belief, observance or 

practice will be accommodated where reasonable, http://policy.arizona.edu/human-

resources/religious-accommodation-policy. 

 Absences pre-approved by the UA Dean of Students (or Dean Designee) will be honored.  

See:  https://deanofstudents.arizona.edu/absences   

Grading 

Each case is worth 4 points: 1 point for the individual report and 3 points for the group report. 
There are a total of 12 cases. 

The midterm and the final are worth 10 points each.  

The portfolio project is worth 15 points: 5 for the midterm report, 5 for the final report and 5 
for the presentation.  

http://catalog.arizona.edu/policy/class-attendance-participation-and-administrative-drop
http://catalog.arizona.edu/policy/class-attendance-participation-and-administrative-drop
http://policy.arizona.edu/human-resources/religious-accommodation-policy
http://policy.arizona.edu/human-resources/religious-accommodation-policy
https://deanofstudents.arizona.edu/absences
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Class participation is worth 17 points. 7 of which I will assign according to your in-class 
participation, the other 10 of which your teammates will assign according to your out-of-class 
team participation. Half of participation is assigned at the midterm exam, the other half at the 
final exam. I suggest you carefully review your participation at the midterm so that you may 
correct any shortcomings before the final.  

The total grade is 100 points. An ‘A’ grade is given to students with 80 points or higher, a ‘B’ 
grade is given to students with 70-79 points, a ‘C’ grade is given to students with 60-69 points, a 
‘D’ grade to students with 50-59, and an ‘E’ grade to students with 49 points or less.  

Extra Credit work is occasionally given. You are not obliged to turn it in. If you do turn it in, and 
the work is of sufficient quality, I will consider such work when assigning grades. Extra Credit 
work does not have a direct effect on the grade point. Instead, after assigning letter grades, I 
revise once more the grades of those that did do extra credit work. If they are on the margin 
between two letter grades and have the lower of the two, their grade will be promoted.  
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COURSE OUTLINE 
INTRODUCTION TO STRATEGY 
 
Mon 8/22 - Introduction 
Welcome to course. Syllabus overview. Review of the case method.  
 
Wed 8/24 – Primer on Economic Concepts 
Review of economic concepts. Demand, Marginal Revenue, Cost.  
 
Mon 8/29 - Vision, Firm Objectives, and Strategy  
Case: Monsanto 

 Monsanto’s Fortunes Turn Sour, Andrew Pollack, The New York Times, October 5th, 2010 

 Attack of the Superweed, Jack Kaskey, Businessweek, September 8th, 2011 

 Corporate Brochure  
Individual report due.  
 
Mon 8/31 – Vision, Firm Objectives, and Strategy  
Case discussion. Group report due.  
 
Mon 9/5 – Labor Day 
No Classes. 
Firm choice for Firm Presentations must be turned in by now.  
 
Wed 9/7 – Cost Analysis 
Case: AMR – US Airways Merger 
 AMR Corporation 2010 Annual Report 

 AMR Corporation 2013 10K Report 

 US Airways 2013 10K Report 

 Final AMR-US Merger Investor Presentation 

Individual report due.  
 
Mon 9/12 – Cost Analysis 
Case discussion. Group report due. 
 
Wed 9/14 - Value, Competitive Advantage, Equilibrium 
Case: Performance Indicator, K Corts, # 9-702-480 
Individual report due.  
 
Mon 9/19 – Value, Competitive Advantage, Equilibrium 
Case discussion. Group report due.  
 
THE EXTERNAL ENVIRONMENT 

http://www.monsanto.com/whoweare/Documents/Monsanto_Corporate_Brochure.pdf
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Wed 9/21 – Differentiation 
Case: Sealed Air Corp., R Dolan, #9-582-103 
Individual report due.  
 
Mon 9/26 – Differentiation 
Case discussion. Group report due.  
 

Wed 9/28 – Internal Rivalry 
Case: Enterprise 

 Deciding to Make a Major Acquisition, B Hite, WSJ, July 31 2009 

 The Rent-A-Car Jocks Who made Enterprise #1 Forget Hertz and Avis, B O’Reilly, Fortune, 
Oct 28 1996 

 Enterprise’s Unconventional Path, G Jacobson, TNYT, Jan 23 1997 

 The Big Surprise is Enterprise, C J Loomis, Fortune, Jul 24 2006 

 Share My Ride, M Levine, TNYT, Mar 8 2009 
Individual report due.  
 

Mon 10/3 - Internal Rivalry 
Case discussion. Group report due. 
 
Wed 10/5 Industry Analysis I 
Case: Nucor at a Crossroads, P Ghemawat & H J Stander, # 9-793-039 
Individual report due.  
 

Mon 10/10 Industry Analysis I 
Case discussion. Group report due. 
 
MIDTERM 
 
Wed 10/12 – Midterm Firm Presentation I 
Presentations due at start of class. Attendance mandatory for all. 
 

Mon 10/17 – Midterm Firm Presentations II 
Attendance mandatory for all. 
 

Wed 10/19 – Midterm Exam 
Exam in class. Closed book. No notes.  
 

Mon 10/24 - Industry Analysis II 
Case: ISP 

 An Ad-Block Shock: France vs Google, Economist, Jan 12 2013 

 Correction: TV Isn’t Everywhere story, Ryan Nakashima, WSJ, Jun 11 2013 

 Fiber to the Home: A Highway too Super, Babbage, Economist, Dec 6 2012 
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 Media Companies Wary of TV Deals With Intel, S. Ramachandran & A. Sharma, WSJ, Jun 
13 2013 

 Play Nicely or Not At All, Economist, May 21 1998 

 Desperate Housewives on the Phone, Economist, Nov 2 2007 

 The Industries Americans Love to Hate, Francesca Donner, WSJ, Jun 18 2013 
Individual report due.  
 

Wed 10/26 Industry Analysis II 
Case discussion. Group report due. 
  
THE INTERNAL ENVIRONMENT 
 

Mon 10/31 – ARC Framework and SWOT Analysis 
Case: Zara: Fast Fashion, P Ghemawat & J L Nueno, # 9-703-497 
Individual report due.  
 

Wed 11/2 – ARC Framework and SWOT Analysis 
Case discussion. Group report due. 
 

Mon 11/7 – Incentives: Adverse Selection 
Case: US Health Care 

 Note on Financing in the US Health Care Sector, R Herzlinger & J Grahling, # 9-304-039 

 Summary of the Affordable Care Act, Apr 25, 2013, http://kff.org/health-reform/fact-
sheet/summary-of-the-affordable-care-act/ 

Individual report due.  
 

Wed 11/9 – Incentives: Adverse Selection 
Case discussion. Group report due. 
 

Mon 11/14 – Incentives: Moral Hazard 
Case: Boeing vs Airbus.  

 787 Dreamliner teaches Boeing costly lesson on outsourcing, M. Hiltzik, LA Times, Feb 15 
2011 

 A Dream Interrupted at Boeing, C Drew, TNYT, Sep 6 2011 

 Winds of Change for Boeing, Airbus, P Sanders & D Michaels, WSJ, March 16 2010 

 Boeing, Airbus Give AMR Hard Sell, D Michaels, S Carey, & P Sanders, WSJ, July 11 2011 

 China Wins First Orders for Plans, Breaking Airbus – Boeing Grip, Bloomberg news, Nov 16 
2010 

 GE to Share Jet Technology with China in new Joint Venture, D Barboza, C Drew & S Lohr, 
TNYT, Jan 17 2011 

Individual report due.  
 

Wed 11/16 – Incentives: Moral Hazard 

 Case discussion. Group report due. 

http://kff.org/health-reform/fact-sheet/summary-of-the-affordable-care-act/
http://kff.org/health-reform/fact-sheet/summary-of-the-affordable-care-act/
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DYNAMICS 
 
Mon 11/21 – Evolution of Competitive Advantage 
Case: CEMEX Global Competition in a Local Business, Podolny, et al.  # IB17 
Individual report due.  
 

Wed 11/23 – Synergies and Horizontal Relationships 
Case discussion. Group report due. 
 

Mon 11/28 – Platform Economies 
Case: Matching Dell, J Rivkin and M Porter, #9-799-158 
Individual report due.  
 

Wed 11/30 – Platform Economies 
Case discussion. Group report due. 
 

Mon 12/5 – Final Presentations I 
Deliverables not due until 12/9. Attendance mandatory for all 
 
Wed 12/7 – Final Presentations II 
Deliverables due at start of class. Attendance mandatory for all.  
 

Wed 12/14– Final Exam 
In classroom. 13:00 – 15:00. Closed book, no notes.  
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Group Report Questions 
 

Monsanto 
1. What is Monsanto’s vision? What is its mission? How do they differ? 
2. What strategies does Monsanto have available to achieve its mission?  
3. What actions has Monsanto taken (stick to those mentioned in the articles)? What are the 

trade-offs of these actions?  
4. Why do you think Monsanto took such actions? 
5. How would you have done pricing better? Why do you think Monsanto did not do it like 

that? 
 
AMR – US Airways 
1. How much do US Airways’ costs fluctuate due to fuel volatility?  
2. Holding sales constant, how much does fuel volatility cost US Airways annually? (in $ 

amount and as a percentage of EBITDA).   
3. If US Airways had free access to capital and considering US Airways can price cost changes 

fast enough, would fuel volatility hurt or help US Airways profits? Explain. Use what you 
know from Microeconomics.  

4. What is Express Operations’ operating cost per ASM? What is its operating cost per RSM? 
What drives the difference between these two numbers?  

5. Calculate the same numbers for US Airways. Why does Express do such worse? 
6. How does the merger benefit the merging firms? How does the merger benefit other, non-

merging firms? How does the merger benefit consumers?  
7. How does the merger hurt the merging firms? How does the merger hurt other, non-

merging firms? How does the merger hurt consumers? 
8. If you worked at the Federal Trade Commission (the federal institution with oversight on 

merger activity), would you have approved the merger? Why or why not? 
 
Performance Indicator 
1. According to Performance Indicator, quantify (i.e. monetize):  

 How much PI would make yearly, once the technology has been established, if all 
manufacturers were to adopt this technology, at a licensing price of 6 cents a ball?  

 How much would Spalding and Acushnet make each with this technology?  

 How much would Spalding and Acushnet make each if only Acushnet adopted? 

 How much would Spalding and Acushnet make each if only Spalding adopted?  
2. Of all manufacturers, who is in the best position to adopt this technology? Why? 
3. Of all manufacturers, who is in the worst position to adopt this technology? Why? 
4. What is the value proposition of PI? What is the value added to a golfer when purchasing 

balls with PI technology? 
5. Should Acushnet adopt the technology if Spalding does? Why or why not?  
6. Should Spalding adopt it if Acushnet does? Why or why not? 
 
Sealed Air 
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1. How big are the coated and uncoated markets in the US? How big are the European 
markets? Why are the proportions different? How will this proportion change in the US in 
the short run?  

2. Describe, in a diagram, the differentiation that exists between the three players in the US. If 
I wanted to use a plot instead of a diagram, what plot would I use, what numbers would be 
on such plot, and how could I get these numbers? 

3. What role do distributors play in the packaging market? How do they affect industry 
profitability? 

4. Should SA invest in its distributors in the US? Why? Should they invest in their distributors in 
Europe? Why? 

5. If you were Sealed Air, would you start producing uncoated bubbles? Why? What effects 
would that have on the market in the short run? In the long run?  

 
Enterprise 
1. Why are their economies of scale in the car rental industry? Mention at least 3 areas of 

operation in which they do or do not arise and explain why so.  
2. Describe how intense competition is in the industry and what drives such competition. Be as 

thorough as possible.  
3. What is Enterprise’s competitive advantage? How are they using it to dominate the 

industry? 
4. Does ZipCar pose a threat to Enterprise? Why or why not? 
5. If you were to open a car rental firm, how would you differentiate yourself from current 

competitors? 
 
Nucor 
1. Do a Five Force analysis of the continuous casting thin slab industry 
2. What is Nucor’s customer’s value proposition? 
3. What key assets does this value proposition stand on? 
4. Would you buy the CSP plant? Why or why not? 
 
ISP 
1. Describe the supply chain of the video-entertainment industry. 
2. What segment of the supply chain has the largest sunk costs? 
3. Had the FTC not stepped in in the IE-Netscape case, would have Windows’ market power 

been challenged by Netscape? Why or why not? 
4. If you are ATT, how do you become the most dominant player in the industry? 
5. If you are Hulu, how do you become the most dominant player in the industry? 
6. If you are a small production house, how would you make profits in this industry? 
 
Zara 
1. What is Zara’s competitive advantage? Where does it stem from? 
2. Describe, under the ARC framework, how Zara sustains its competitive advantage. Detail as 

many practices as you can and how they relate to Zara’s competitive advantage. 
3. Do a SWOT analysis of Zara 
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4. Why hasn’t World Co succeeded as Zara has? 
5. If you are GAP in the US and you hear about Zara’s entry into the US, how would you deal 

with this threat of entry? What changes would you have to do to your organization to meet 
this challenge? 

6. If you are assigned to Zara’s US operations, what would you have to change to compete in 
the US? How will that affect your operations in Europe? 

 
US Health 
1. Adverse selection in the health insurance industry may lead to a Death Spiral. This is 

particularly acute when insurance firms use experience rating. Explain what is a Death 
Spiral, why is it driven by adverse selection, why it is particularly acute when using 
experience rating instead of community ratings, and how it can be avoided. 

2. Why are indemnity plans more costly than HMO plans? How do insurance plans incentivize 
to decrease Moral Hazard (over-utilization)? 

3. Why is too much cost-sharing bad? Why is it good? 
4. The ACA requires all employers with 50+ employees to offer a health insurance plan with a 

minimum of benefits or to pay a fine. Will this increase or decrease employment? Why? 
5. Access to health care is a human right. As such, it is society’s responsibility to provide it. 

What changes would you make to the current health system to increase coverage and 
quality while retaining economic feasibility? Explain; be creative. 

 
Airbus vs Boeing 
1. According to the article, what were some causes of Boeing’s major delays in the production 

of the Dreamliner? How could Boeing have avoided these delays? 
2. Should have Boeing purchased Vought? Why or why not? What repercussions does this 

have on the rest of the supply line? What issues on the supply line does the purchase 
solves? 

3. Mention 3 different forms of vertical integration mentioned in the readings (either explicitly 
or implicitly) and what market failure were each of these forms addressing. Explain how the 
specific form of vertical integration solves the market failure better than other forms. 

4. Why is Boeing reluctant to re-engining its 737 models?  
5. Why would American Airlines sign an exclusive contract with Boeing? What does it gain? 

What does it lose?  

 
Cemex 
1. Cement and Ready Mix are inherently local business given the weight to value ratio of the 

product (transportation is expensive). Yet, like in the RTE Cereal market, the industry 
appears to be moving towards a globally concentrated market. What EOS and/or synergies 
might exist across markets that foster this behavior?  

2. Mention two significant benefits of CEMEX’s merger with Spanish cement companies, 
Valenciana and Sanson. Explain how they altered CEMEX’s competitive advantage and why 
this could not have been done without the merger. 

3. RMC has probably been CEMEX’s most profitable merger. Explain why this merger has been 
so profitable.  
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4. Why is the cement industry so much more profitable than the ready-mix industry? Explain 
using all you know about the external and internal environments. 

 
Dell 
1. Many firms were selling PCs in the late 80s. Why was it such a profitable business? Why 

were prices not slashed? IBM decided, early on, to have an “open architecture” system. At 
the time, was this a good or bad decision? Why? What were the consequences, in terms of 
industry profitability of this decision? Could those consequences have been foreseen? Why?  

2. Dell decided to remove the channel and sell directly to consumers. Was this a good or bad 
decision? Why? What were the consequences, in terms of industry profitability of this 
decision? Could those consequences have been foreseen? Why? 

3. Wintel retained most of the profitability in this industry. Why? 
4. Given the current PC industry, what would you do to make Dell profitable? 
5. Given the current PC industry, what would you do to make IBM profitable? 
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MCCLELLAND HALL CLASSROOM EVACUATION PROCEDURES 

 

When fire sirens sound in UA buildings, Arizona law and University policy 

require you to evacuate.  

 In all cases, when notice is made to evacuate, leave the building right away in an orderly manner 

using established evacuation routes and stairs. 
 Take immediately available personal items with you (purses, backpacks, keys, phones) – they 

may not be available to you for some time.  

 Do not use the elevators. 

 Persons with handicaps who cannot exit the building should remain in the nearest stairwell until 

an emergency responder comes to help.  If you know the location of such a person, report as soon 

as possible to an emergency responder. 

 Help others identify safe passage out of the building. 

 Move away from the building. 

 DO NOT go back into a building to retrieve personal items. Go to your pre-determined gathering 

point (if you know of one) or remain at a distance of at least 200 feet from the building.  In the 

case of McClelland Hall, this means beyond the Speedway underpass or across Helen Street.   

 Follow all orders from authorized persons.  

 As information becomes available, you will receive status updates from designated personnel. 

 Stay together as a class, if possible. 

 Do not re-enter to the building until directed to do so by emergency response personnel. 
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UA POLICIES 

Classroom Behavior Policy 

To foster a positive learning environment, students and instructors have a shared responsibility. 

We want a safe, welcoming, and inclusive environment where all of us feel comfortable with 

each other and where we can challenge ourselves to succeed. To that end, our focus is on the 

tasks at hand and not on extraneous activities (e.g., texting, chatting, reading a newspaper, 

making phone calls, web surfing, etc.). 

Threatening Behavior Policy  

The UA Threatening Behavior by Students Policy prohibits threats of physical harm to any 

member of the University community, including to oneself. See 

http://policy.arizona.edu/education-and-student-affairs/threatening-behavior-students.  

Accessibility and Accommodations 

Our goal in this classroom is that learning experiences be as accessible as possible. If you 
anticipate or experience physical or academic barriers based on disability, please let me know 
immediately so that we can discuss options. You are also welcome to contact the Disability 
Resource Center (520-621-3268) to establish reasonable accommodations. For additional 
information on the Disability Resource Center and reasonable accommodations, please visit 
http://drc.arizona.edu. 

If you have reasonable accommodations, please plan to meet with me by appointment or 
during office hours to discuss accommodations and how my course requirements and activities 
may impact your ability to fully participate. 

Please be aware that the accessible table and chairs in this room should remain available for 
students who find that standard classroom seating is not usable. 

 
Code of Academic Integrity 

Students are encouraged to share intellectual views and discuss freely the principles and 

applications of course materials. However, graded work/exercises must be the product of 

independent effort unless otherwise instructed. Students are expected to adhere to the UA 

Code of Academic Integrity as described in the UA General Catalog. See:  

http://deanofstudents.arizona.edu/academic-integrity/students/academic-integrity. 

The University Libraries have some excellent tips for avoiding plagiarism, available at 

http://www.library.arizona.edu/help/tutorials/plagiarism/index.html. 

UA Nondiscrimination and Anti-harassment Policy  

The University is committed to creating and maintaining an environment free of discrimination; 

see http://policy.arizona.edu/human-resources/nondiscrimination-and-anti-harassment-policy 

Additional Resources for Students 

http://policy.arizona.edu/education-and-student-affairs/threatening-behavior-students
http://drc.arizona.edu/
http://deanofstudents.arizona.edu/academic-integrity/students/academic-integrity
http://www.library.arizona.edu/help/tutorials/plagiarism/index.html
http://policy.arizona.edu/human-resources/nondiscrimination-and-anti-harassment-policy
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UA Academic policies and procedures are available at http://catalog.arizona.edu/policies  

Student Assistance and Advocacy information is available at 

http://deanofstudents.arizona.edu/student-assistance/students/student-assistance 

Confidentiality of Student Records 

http://www.registrar.arizona.edu/personal-information/family-educational-rights-and-privacy-

act-1974-ferpa?topic=ferpa 

Subject to Change Statement 

Information contained in the course syllabus, other than the grade and absence policy, may be 

subject to change with advance notice, as deemed appropriate by the instructor. 

 

http://catalog.arizona.edu/policies
http://deanofstudents.arizona.edu/student-assistance/students/student-assistance
http://www.registrar.arizona.edu/personal-information/family-educational-rights-and-privacy-act-1974-ferpa?topic=ferpa
http://www.registrar.arizona.edu/personal-information/family-educational-rights-and-privacy-act-1974-ferpa?topic=ferpa

