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MBA Accounting, Rethought: 
Washington State University, Vancouver, has recently rethought and revamped the core MBA Accounting course. As part of the Aspen Institute’s Corporate Governance and Accountability Project, WSU has shifted the topics and tone of the course from primarily information production to a discussion of how accounting information impacts not only strategic decision makers but also the firm’s stakeholders.  In the face of endless possible data collection, it is essential to assess what should be measured in order to assess performance and progress toward strategic goals, and most fundamentally, to look deeply at what we need to know about the credibility and implicit assumptions in the process of measurement itself. 
It is the goal of the CGA Project to work with a select group of faculty partners to test drive this new and innovative course across the American business school landscape.  Interested accounting faculty should contact Alex.Roberts@aspeninstitute.org or Janecote@vancouver.wsu.edu for more information.   
On WSU’s Curriculum Reform Efforts: 

Jane Cote, Accounting Professor at WSU, is heading up this effort to reshape the accounting syllabus The MBA program at WSU emphasizes sustainable stakeholder engagement, where strategic stakeholder relationships form the foundation for long term organizational success.  Each course in the MBA program uses this focus as a central organizing premise. 
CGA in Brief::

Since 2003, The Aspen Institute Center for Business Education has received nearly $1,000,000 in funding from the Sloan Foundation to underwrite its Corporate Governance and Accountability Project (http://aspencbe.org/networks/CGA.html). The Project aims to influence prevailing models of corporate governance and theories of the firm, as they are understood and taught by business school faculty.  

These materials were created by Jane Cote with special thanks to John Becker Blease, Mary Gentile, Claire Latham, Alex Roberts and Maureen Scully for their extraordinary feedback and guidance on this project.  

 ACCOUNTING MEASUREMENT FOR LEADERS
MBA-Level Accounting – Course Framework, Teaching Notes & Syllabus

Executive Summary – Overarching Course Framework

Accounting with its arcane language and rules is a subject often feared and reviled by MBA students. While the process of producing accounting information might indeed contribute to this reputation, framed differently, MBA students easily see the role accounting plays in achieving strategic goals and managing stakeholder tensions. MBA students are expected to be future business leaders, not accountants. Using this assumption to design the course results in less emphasis on computation and more emphasis on the consequences that choices made in the process of accounting measurement have on strategic direction, stakeholder commitments and performance expectations. Students then understand that accounting is a measurement system that lays the foundation for enlightened decision making. 

Teaching Future Business Leaders, Not Accountants 

Developing MBA students into business leaders requires students to learn how individual decisions are linked and impact the larger environment in which the organization operates. In accounting, this premise shifts the topics and tone of the course from primarily information production to how accounting information impacts decision makers and stakeholders. In this accounting course, we adopted a new theme, “What should be measured and how should it be measured”. It turns the course focus from rules, to the tools leaders need to manage a complex organization. At its heart, accounting centers on measurement, whether that be the measurement of historical transactions or the measurement of future opportunities. With all that we can measure, it is important to assess what should be measured and how it should be measured to assess performance and progress towards strategic goals. In designing the course around this theme, we need to answer the question, ‘What is it that business leaders need to know about measurement?’ 

Another theme that is repeated in the course is that leaders need to have a clear understanding that a new measurement is a strategic fit.  Often managers get excited about a new measurement system, such as the balanced scorecard, but do not take the time to understand why it is needed for their organization at this point in time.  This leads to adoption of new systems that are not embraced by the organization, leading to wasted time and resources, not to mention lost opportunities.  Students often suggest a new set of measures in projects or cases and it is necessary to continually demand that they justify them.  More is not better when it comes to measurement.
Course Content and Focus
The MBA curriculum at Washington State University Vancouver addresses the realization that organizations are complex entities. To manage an organization with a long term orientation requires recognition that key stakeholders provide the resources necessary for long term competitive advantage.  The WSU Vancouver MBA program teaches students how to integrate stakeholder expectations and sometimes conflicting needs with organizational strategy.  For the purposes of this course, that means that we demonstrate the dynamics existing between the choice of measures and the impact on relevant stakeholders (owners, customers, employees, suppliers, public). The choice of the measurement impacts the frame, or bias, through which issues are analyzed and thus the impact on stakeholder groups. This approach is flexible and can be adopted into MBA programs with a more traditional focus.  The extent to which stakeholder issues are explored can either be center stage or subtly presented.
The course is designed in six modules that can be assembled into a syllabus in different orders and with different emphasis according to a professor’s needs and expectations. There are many topics that can be included in an MBA level accounting course.  The topics chosen here have been included after years of trial and error, with the goal of providing MBAs with the foundation necessary to lead an organization.  There are other topics to include, but the choice is to cover less and cover it more deeply.   When students have a solid understanding of a few critical underlying principles, they have the base from which they can think logically when they encounter new and unfamiliar situations.   
Course Modules
Students are expected to understand the basics of financial statement preparation and also financial statement analysis prior to this course.

1. Causality and measurement. Measurement is only useful if it identifies the causal linkages between inputs and outputs. Concepts of measurement and causality are explored. Students evaluate how choices of what to measure affect behavior and outcomes. 

2. Non-financial performance measurement. This module examines the creation of a system of measures that underlies strategic performance. While the balanced scorecard is often the topic taught in this module, it is just one of many different types of measurement systems that achieve this goal. Nonfinancial performance measurement systems provide mechanisms to address the various stakeholder motivations and resource expectations. Students examine the boundaries of such systems and create a system for a live company. 

3. Internal Control and Risk Assessment. With the advent of Sarbanes-Oxley (SOX) and business scandals, this module takes on added importance. With the Committee on Sponsoring Organization (COSO) guidelines we examine the need to set the right control environment to minimize the risks. 
4. Cost Behavior and Decision Making. This is a fundamental accounting concept but one that has nuances necessary for managers and executives to understand. Choices made about the appropriate cost structure for a firm have long and short term consequences for risk and opportunities. 

5. Planning and analysis. This module explores budgeting from a strategic, operational perspective. Using traditional accounting procedures, students prepare budgets for a chosen organization in the midst of a strategy shift. Implications for changing strategy are then evaluated based on financial consequences as well as how resource allocations impact various stakeholder groups. 

6. Activity Analysis. While most MBA students will not be involved in product costing, we use the product costing methodology to assess how inputs lead to outputs. Then by managing the inputs we can affect the outcomes. Much of the discussion emphasizes the customer and customer profitability. 
So while we teach MBA students about the balanced scorecard, budgets, internal control, SOX, cost analysis and many other technical accounting concepts, woven through the course is the realization that business leaders interact with accounting information at a different level than accountants. Knowing how business leaders can use accounting information to balance organizational tensions and stakeholder expectations is the ultimate learning outcome. (See Jane Cote’s December 2007 Case in Point essay for a further outline of the course philosophy.)
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Strategic Stakeholder Engagement:  Organizing Framework for WSU Vancouver MBA Program

The accounting course starts by reviewing the stakeholder approach the MBA program uses and how this course fits into that model.  The model is presented on the next page. The model is first presented in a course on Stakeholders and Competitive Advantage that all students take as their first course in the MBA program.  Here we start by reinforcing the key points:

· Organizational strategy is determined by:

· The organization’s core values and views about how they want to operate.

· Market conditions that determine where they can find a competitive niche.

· Strategy is developed by applying theory from the key business disciplines:  marketing, accounting, management, finance, and information systems. 
· Resources are necessary to execute the strategy.  Those resources that lead to a positional advantage are usually intangible and often relationship based.  The organization develops a resource mix that is not imitable by competitors. 

· Stakeholders (consumers, value chain partners, investors, employees, and publics) supply the resources.  The organization must understand what motivates them to contribute to the organization.  The organization must clearly understand what it needs from the stakeholders.  Often there are conflicting expectations from different stakeholders which need to be balanced.  Sometimes stakeholders may have relationships between themselves that affect how the organization works with them to assemble their resource mix.
Business leaders must orchestrate harmony between the goals and expectations for the organization and stakeholders.  Often tensions arise around differing expectations.  Good leadership anticipates these tensions and proactively crafts solutions.  The MBA program curriculum is designed to develop talents for business leaders to think comprehensively when making decisions.  For instance, theories presented in finance examine the impact on investors and also on other stakeholders such as employees or the public interest.
This accounting course contributes to the model in two respects.  First, the business knowledge or fundamental accounting and business principles are addressed.  Second, measurement lies at the heart of the stakeholder engagement model.  Accounting can be employed to define and then measure progress towards meeting stakeholder needs and expectations, then link stakeholder contributions to outcomes.  At another level, the choices made as to what to measure and how to measure it create the frame through which organizations evaluate data and thus impact decisions made about resource allocation among stakeholders.
Washington State University Vancouver

Theoretical Framework for MBA Curriculum using a Strategic Stakeholder Engagement Focus 
(See CasePlace.org for a recording of the previous Web-Conference from WSU, Vancouver: Integrating Stakeholder Theory into the MBA Curriculum)
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Course Syllabus
MBA Accounting Course Syllabus
Note to Professors:  I have taught this course over two dozen times with students from a broad range of experiences and industries.  I have also taught this course to seven class sections in Vietnam where most of the students were mid to upper level executives in business and governmental organizations, some global and some local.  Through teaching these diverse students I have learned that they all want to learn what to do with accounting information that is plopped on their desk.  They do learn this but to get to that point, I make it clear that they need to know how the information was derived.  While they are not accountants, they first need to understand how it was created to understand what it means for their decision setting.  I have taught this class many ways and found that the semesters I minimized the computational rigor, the students did not achieve the analytical rigor.  I take it one step further so that by the end of the class, they can not only analyze accounting information but can understand how as leaders they can choose the measurement approaches necessary to guide enlightened leadership.

As the syllabus indicates, there is a preference for oral presentations over written papers.  This decision has evolved over time based on the following observations:

· It is common for business leaders to present their analysis and recommendations orally.  

· Students learn from others through the oral presentations.  They often pick up on nuances in presentations that I might miss or add insights for the presenters that come from their own professional experiences.

· As the professor, I can use Q&A to probe the boundaries of students’ understanding.  

· I simply enjoy the interaction with the students more than reading their papers.
Books Required  
1.  Performance Measurement & Control Systems for Implementing Strategy:  Text and Cases, by Simons, Robert.  Prentice Hall, ISBN #0-13-234006-2

2.  Freakonomics:  A Rogue Economist Explores the Hidden Side of Everything, by Steven D. Levitt and Stephen J. Dubner, Harper Collins, ISBN#0-06-073132-X

3.  Accounting for Decision Making and Control – 4th Edition,  by Jerold Zimmerman.  McGraw Hill, ISBN-10: 0072501790 or ISBN-13: 978-0072501797.  Note:  This is the 4th not the 5th edition, to save you a few dollars.  

Note to Professors:  Any managerial accounting text the instructor is comfortable teaching from is a suitable replacement for the Zimmerman book.  Students simply need text material that describes the technical accounting concepts. Often I do not assign a text, but topics and students choose the text they want to use. I then create a set of assignments linked to the topics. This book was chosen because it is written for a managerial audience, rather than an undergraduate introductory class, making it more appropriate for an MBA audience.  The end of chapter assignments and cases provide opportunities to discuss managerial and stakeholder related issues.
Course Objectives
Knowledge and Skill Expectations: Prior to the course, students should have the knowledge and skill level to record economic events, read and analyze financial information.

Course Theme:  What Should Be Measured? and How Should it Be Measured?  

Course Sub Theme:  Not your Grandpa’s Cost Accounting Class!

Course Theme Song:  Still to be determined.

Overview of Course Purpose: This course will integrate fundamental managerial accounting topics with strategic analysis to demonstrate how accounting information is used within an organization to make business decisions, design control systems, and evaluate the impact on various stakeholder groups.  In this class we will be looking at issues of measurement and causality.  Accounting is measurement process.  And for measures to be meaningful you need to know what to measure, how to measure, and what the consequences of the measure will be. During the class, there is a balance between the computations of accounting data as well as how the resulting information is used in a decision context.  We will explore how different accounting systems affect how decisions are made within an organization. Our focus is on information used for internal decision making purposes and is designed for the MBA who will be using, rather than producing financial information.
Decision making is an art.  Good decision makers need to be able to anticipate the alternatives, evaluate the advantages and disadvantages of each and recognize the tradeoffs inherent in each alternative.  We will approach decision making using this framework which also overtly includes rigorous stakeholder analysis and implications.  Stakeholder analysis sometimes leads to controversial decision alternatives, but it is this exercise that develops our talents for challenging the traditional and finding that sweet spot that balances stakeholder expectations while creating opportunity for the organization.   
Class Focus, Learning Outcomes & Assessment
This class achieves the learning objectives through active class discussion by all participants.  Short lectures will be followed by case discussion or readings that link class concepts to observed practice.   The course is comprised of six modules

	Module
	At the end of the course, students should be able to:
	This objective will be assessed primarily by:

	Causality and measurement. Measurement is only useful if it identifies the causal linkages between inputs and outputs. We spend time to discuss measurement, causality and evaluate how choices of what to measure affect behavior. 


	Demonstrate an understanding of causality with particular emphasis on how to identify causal links within an organization’s value chain 
	-Written paper that identifies the chain of events leading to outcomes in a chosen organization.  

	Non-financial performance measurement. This module examines the creation of a system of measures that underlie strategic performance. This is an ideal measurement system to address the various stakeholder motivations and resource expectations. 


	Design a performance measurement system that can be used to assess progress towards strategic organizational goals.  
	-Balanced Scorecard Presentation.

	Internal Control and Risk Assessment. There is an emphasis on relevance in the five other modules. This module shifts our focus toward the critical nature of reliability. Here we build understanding as to what impacts the quality of information being used to make decisions as well as what managers can do to ensure the information produced by the organization can be relied upon. Throughout a curriculum, the MBA student will often work on cases with financial and nonfinancial information with the assumption that the information provided possesses good quality, i.e. the information is real or valid, accurate and complete. We ask them to suspend that assumption in this module. 


	Indentify sources of potential risk;

Clearly understand control procedures necessary to mitigate risks, including SOX;

Implement personal action plan to practice responding to organizational violations.
	-Case analysis
-Giving Voice to Values exercise.

-Live Case Examination (if student chooses this topic to expand on for the exam)


	Module
	At the end of the course, students should be able to:
	This objective will be assessed primarily by:

	Cost Behavior and Decision Making. This is a fundamental accounting concept but one that has nuances necessary for managers and executives to understand. Choices made about the appropriate cost structure for a firm have long and short term consequences for risk and opportunities. 


	Use financial data to analyze decision alternatives and indentify consequences for profitability as well as relevant stakeholders.
	-Case analysis

-Examination

-Live Case Examination (if student chooses this topic)

	Planning and analysis. We examine budgeting from a strategic, operational perspective. Using traditional accounting procedures, students prepare budgets for a chosen organization in the midst of a strategy shift. Implications for changing strategy are then evaluated based on financial consequences as well as how resource allocations impact various stakeholder groups.
	Prepare an operational budget(s), analyze risks and opportunities for organizational success and stakeholder engagement. 
	-Case Analysis

-Live Case Examination (if student chooses this topic)

	Activity Analysis. While most MBA students will not be involved in product costing, we use the product costing methodology to assess how inputs lead to outputs. Then by managing the inputs we can affect the outcomes. Much of the discussion emphasizes the customer and customer profitability. If we can understand what differentiates one customer from another, we can then manage those drivers in a way that satisfies customer needs while balancing other organizational and stakeholder goals.


	Assess causality as it relates to operational level inputs and outputs.  
Develop a system to measure customer or product level profitability.

Evaluate consequences of measurement system on organizational and stakeholder action.
	-Examination
-Case Analysis

-Live Case Examination (if student chooses this topic)


A class schedule is included, detailing how we achieve the above noted course objectives. It includes chapters covered, homework, and examinations along with applicable dates.  A description of each activity is provided below under “Evaluations and Grades”. 
Each student is expected to come to class prepared and to participate in class discussions. You are encouraged to think creatively and question current accounting practice.  As you might expect, material will be introduced in class that is not in the text.  You are responsible for all material that is presented in class unless otherwise indicated. If you miss a class, please contact another class member to determine what was covered. 

Evaluations and Grades
Preparation and Participation (30% of final course grade)   
Evidence of preparation will be scored on a 1-5 scale.  At the start of each class session, you have the opportunity to submit your case analysis or other assignment materials created to prepare for class discussion (it is not expected that you submit reading summaries).  These materials will be evaluated to assess the degree to which you are prepared to participate in the class discussion.  In essence, I am looking to determine whether, if we were the only 2 in attendance on a particular day, you would have been able to carry on a coherent conversation about the case and reading assignments.  If you are not able to attend on a particular day you can email your preparation prior to the start of class. 

· This evidence is expected to be informal but not sloppy or handwritten.  Tables and spreadsheets are expected.  
· NOTE: You are expected to submit work that is your own.  This is an individual task.  You are welcome and encouraged to talk with classmates about the case but all work that you submit must be written and created by you alone.   
Participation will be scored 1 if you are present, 0 if you are absent, and 2 if you contribute in a meaningful way to the discussion.  
· Obviously, not everyone can earn 2 points every class session, but over the course of the semester patterns of participation will emerge that signal your contributions to the class.  
· Everyone will have an opportunity to speak in class with some people called upon at times.  If you are reluctant to speak up in class but would like to be called on, please notify me in advance of the class session and I will oblige. 
Causality Analysis (15% of final course grade)  
This written paper is an analysis of the causal links in your organization or an organization of your choosing.  You may consider the following topics, (1) identify a conventional wisdom in your organization and explore how you would determine whether the assumptions are valid, (2) identify the incentives used to motivate performance and assess the causal links that lead to performance and the gaps where achieving the incentive does not lead to performance.  Suggest improvements or alternatives to tighten the causal chain, (3) taking one part of your organization’s value chain, identify the causal links that lead to performance.  For instance, what affects product quality, customer service, etc?  The paper needs to demonstrate a clear understanding of causality, how to assess whether causal assumptions are valid, and how to create measures or indicators of causal linkages.  
Balanced Scorecard Project (20% of final course grade)  
The Balanced Scorecard (BSC) is a performance measurement tool that is rapidly gaining acceptance for organizations that want to measure their advancement towards their strategic goals.  The balanced scorecard case assignment involves selecting a target firm for analysis. Information will need to be gathered to gain insight into its basic strategies. Possible sources of information are annual reports, articles in the business press and materials obtained directly from the firm. This project should provide insight into the difficulties in measuring performance and the possible consequences of performance measurement. Not only should the strengths of a measurement be defended, but also the team or individual should be aware of the possible dysfunctional consequences. The project must demonstrate an understanding of the industry, the firm's strategy and goals, the critical success factors for the industry and the firm.  The balanced scorecard should be presented along with a discussion of the rationale for each of the measures, how they link together, and the challenges the organization will face as it seeks to implement the scorecard.
NOTE:  The Balanced Scorecard is an oral presentation. You will have 20 minutes to present your scorecard to the class and we will have 10 minutes to ask questions.  This time limit is firm so make sure you practice your presentation in advance.  A brief background summary on the firm, a copy of the presentation slides, and any other supporting material need to be submitted to me at least 24 hours in advance. These materials will be posted for the class to review in preparation for your presentation.
Examinations (15% of final course grade)
Two in-class examinations will be given to test acquisition of knowledge in the areas of information for decision making and activity analysis.  These examinations will be primarily computational with some analysis and interpretation of computational results.
Live Case Analysis (20% of final course grade)   
You must create a live case analysis based on the company you work for or have access to detailed inside knowledge.  You will be designing a performance measurement system that aids the organization in meeting their goals. This system may be a(n)

· strategic budget that provides direction and responsibility to the organization so that they can be guided to meet their goals.  

· an activity analysis in the form of an Activity Based Costing System that links strategic goals to cost measurement

· a risk and control analysis

· a cost analysis related to an opportunity available to the organization.

In designing your performance measurement system, you need to incorporate the following:

· Stakeholder expectations and how your performance measurement system addresses relevant stakeholder needs. 

· Support for choices made regarding what and how to measure the indicator variables you chose.  Chapters 1 and 4 in the Simons text are directly relevant to this discussion.

· Roadblocks or potential dysfunctional consequences your system may encounter or create.

Towards the end of the semester you will be assigned a time to meet with me individually to present your analysis.  You will have 20 minutes to present your analysis with a Q&A session following.  Professional visual aids and presentation style is expected.  

Schedule of Classes:  This schedule represents our expected class plan.  However, as the term progresses we may need to make changes if we spend more or less time than planned on any particular topic.

Professor Note:  Each week represents approximately 2 hours and 30 minutes of classroom time.
	Week 1

· Course Introduction & Review Syllabus

Module #1:  Causality and measurement    

Performance measurement – Understanding Causality

· Reading:  Freakonomics – review discussion questions at end of syllabus.

           

	Week 2
Understanding Causality

· Preparation:  Identify one policy in your organization and how it leads to intended and unintended outcomes.  Discuss what data you would need to use to conclude a causal relationship. (This should be the start of your paper.)

Organizational Tensions 
· Reading:  Simons book, Chapter 1

· Reading:  “Ebay – Meg and the Machine”, by Adam Lashinsky, Fortune, New York: Sep 1, 2003. Vol. 148, Iss. 4;  pg. 68.
Using Information for Control 
· Reading:  Simons book, Chapter 4

	Week 3

Using Information for Control 
· Preparation:  Roy Rogers Case, Simons, p. 396.

Module #2:  Non-financial performance measurement.
Balanced Scorecard (BSC) Introduction

· Reading:  Simons book, chapter 9
· Reading:  “Bringing Sears into the New World” Fortune, October 13, 1997, p. 183-184.
· Reading:  Holmes and Zellner. 2004. “The Costco Way”, Business Week, April 12, pp. 76-77.
· Reading:  Helyar, J. 2003. “The Only Company Wal-Mart Fears”, Fortune, November 24, pp. 158-162. 
· Reading:  “How Investing in Intangibles, Like Employee Satisfaction, Translates into Financial Returns” Published: January 09, 2008 in Knowledge@Wharton.  http://knowledge.wharton.upenn.edu/article.cfm?articleid=1873



	Week 4

Balanced Scorecard

· BSC Workshop Slides.  These power point slides will give you one step by step approach to creating your own scorecards.
· Preparation:  The Coors Case on Blackboard or www.imanet.org
 We will use the Coors Case along with the BSC workshop to create a BSC for Coors.  Your preparation should be to create a BSC for Coors and evaluate the impact on employees involved in the process as well as customers and suppliers.

· In-Class time to work on BSC project (time permitting).


	Week 5

Balanced Scorecard

· Preparation: Citibank – Simons book, p. 562

· In-class time to work on BSC projects (time permitting).

Causality Paper Due at start of class.

	Week 6 –Module #3:  Internal Control and Risk Assessment.
· Reading:  Chapter 12 (Simons)  Identifying Strategic Risk
· Reading:  Chapter 13 (Simons) Managing Strategic Risk

· Preparation:  Choosing one part of your organization, using Figure 12-1 in the Simons text, analyze the exposure the organization has to each of the 5 risks.  Should these risks materialize, what are the implications for the organization and how will specific stakeholders be impacted?

	Week 7  
Internal Control and Risk Assessment
· Reading:  MCI articles:
Pulliam, S. and D. Solomon, “How Three Unlikely Sleuths Exposed Fraud at WorldCom”, Wall Street Journal, October 30, 2002

Pulliam, S., “Ordered to Commit Fraud, A Staffer Balked, Then Caved”, Wall Street Journal, June 23, 2003.
· Preparation:  Examine the circumstances that led to Betty Vinson and Cynthia Cooper’s actions.  Rewrite Betty Vinson’s story to illustrate how different actions could have led to different outcomes.  
·  Preparation:  Westchester Distributing (Simons Book)



	Week 8

Balanced Scorecard Presentations


	Week 9

Module #4:  Cost Behavior and Decision Making.
· Reading:  The Nature of Costs (Chapter 2 in Zimmerman – skip Appendix)

· Preparation:  Chapter 2 Problems 2-4, 2-7, 2-17, 2-21, 2-33

· Reading:  Rose, F. “Big Stars – Huge Explosions!  3% Margins” Fortune, October 26, 1998, Vol 138, Iss. 8, pp. 52-54. 
· Reading:  Grainger, D., “The Dysfunctional Family Film Business” Fortune, January 10, 2005, Vol. 151, Iss. 1, pp. 20-22.


	Week 10

· Preparation:  Chapter 2 Problems 2-39, 2-41, 2-42

Module 5:  Budget creation and monitoring
· Reading:  Chapter 5 (Simons) & Chapter 6 (Zimmerman)

	Week 11

· Examination covering Cost Behavior and Decision Making module.

· Preparation:  Chapter 6 Problems 6-6, 6-9, 6-22
· Preparation:  Young, David W., Budget Preparation Case – El Conejo Auto, “Introduction to Financial and Management Accounting: A User Perspective”, January 1994, p. 614-616
· Reading:  Thomson, Jeffrey C., “Anatomy of a Plan,” Strategic Finance, October 2007, p. 21-28.

· Reading:  Cote, J. and Latham C.K., 1999. “The Merchandising Ratio:  A Comprehensive Measure of Working Capital Strategy.” Issues in Accounting Education,  Vol. 14, No. 2, pp.255-269.


	Week 12

· Preparation:  Young, David W., Moray Junior High School.  This is a budget cutting exercise, “Introduction to Financial and Management Accounting: A User Perspective”, January 1994, p.623-629
· Preparation:  Hanson Ski Case (Simons). The numerical portion of the case will be provided.  Your task will be to evaluate the budget reports and provide suggest solutions to the cash flow crisis.

· Reading:  Libby, Theresa, and R. Murray Lindsey, “Beyond Budgeting or Better Budgeting?” Strategic Finance, August 2007, p. 46-52. 
· Reading:  Jensen, M.C., 2003.  “Paying People to Lie:  The Truth About the Budgeting Process,”  European Financial Management, Vol. 9, #3, pp. 379-406.

· Reading:  Biased Expectations: Can Accounting Tools Lead to, Rather than Prevent, Executive Mistakes?  http://knowledge.wharton.upenn.edu/article.cfm?articleid=1922

	Week 13

Module #6:  Activity Analysis.
· Reading:  Chapter 9 (Zimmerman)

· Preparation:  Chapter 9 Problems 9-4, 9-13, 9-22, 9-27


	Week 14
Activity Analysis
· Examination covering basics of overhead allocation.

· Reading:  Chapter 11 (Zimmerman)

· Preparation:  Chapter 11 Problems 11-5, 11-7, 
· Reading:  Bengel, R. and Ikawa, B. 1997. “Where’s the Profit?” Management Accounting. January, pp. 40-47. 
· Reading:  Merchant, K. A. and Shields, M.D., 1993.  “When and Why to Measure Costs Less Accurately to Improve Decision Making.” Accounting Horizons.  Vol. 7, No. 2., pp. 76-81. (email Janecote@vancouver.wsu.edu to request this article)

	Week 15
Activity Analysis
· Reading:  Morton, W. 2002.  “The Unprofitable Customers - How you can separate the wheat from the chaff.”  Wall Street Journal. October 28.

· Preparation:  Columbo Frozen Yogurt case found via www.imanet.org  (On imanet.org click membership, click  membership categories, click educator resources, click instructor resources on right side of page, click IMA case-e journal, click Vol. 15 and find the case)

· Preparation:  Chapter 11 Problems 11-13 & 16


	Week 16         

Individual Oral Examinations – specific times will be assigned to each student


MODULE 1: Causality and Measurement (2 ½ weeks or 6 classroom hours). 

Goals and Learning Outcomes

This module sets the stage for the course. Accounting is a measurement system with choices that have consequences for employee behaviors, strategic decision making and market perceptions. As MBA students aspire to leadership roles in organizations they to understand that the way organizational elements are measured impacts outcomes. 

The challenge is to provide a theoretical foundation for causality and measurement without going deeply into philosophy of science topics.  Luckily, the book Freakonomics, provides most of the theory in an easy to understand format.  
Measurement issues are reinforced and put in a business context in the Simons text, Chapters 1 and 4.  The learning goal is for students to recognize that there are numerous choices to be made when measuring organizational performance or opportunities.  Measurement choices often drive both processes and outcomes.  Rather than take measurements at face value, students are prepared with the tools they need to challenge measurement choices.
At the end of the module, students are expected to be able to demonstrate an understanding of causality, with particular emphasis on how to identify causal links within an organization’s value chain or system.  They should also be able to evaluate an organizational measurement system, pointing out consequences that flow from the design of the system.
Readings and Assignments

Freakonomics: A Rogue Economist Explores the Hidden Side of Everything, by Steven D. Levitt and Stephen J. Dubner, Harper Collins, ISBN#0-06-073132-X 
Performance Measurement & Control Systems for Implementing Strategy: Text and Cases, by Simons, Robert. Prentice Hall, ISBN #0-13-234006-2 (Chapters 1 and 4). 

Professor Note:  Freakonomics is a light, easy to read book that offers faculty the opportunities to present issues of causality, information asymmetry, incentive structures and the dangers of conventional wisdom. It is assigned in advance of the term. Students arrive the first day of class having read the book, making it a productive first class. It is amazing how often we return to the stories in this book throughout the semester. 

Chapter 1 in the Simons text is assigned because it outlines the types of organizational tensions present in organizations.  Properly designed measures can assist in mitigating organizational tensions by focusing attention, assigning rights and responsibilities, and enforcing control procedures.

Chapter 4 in the Simons text is assigned to open the discussion about choices made in the design of measurement.  

To complement these readings I assign a popular press article that illustrates these concepts.  I update it as frequently as possible.  One that is particularly insightful is:

“Ebay – Meg and the Machine”, by Adam Lashinsky, Fortune, New York: Sep 1, 2003. Vol. 148, Iss. 4;  pg. 68.

This article presents Ebay as a company that is growing fast but with a strong control system.  Many inside Ebay complain about the control procedures but the article illustrates that it is because of this strong control network that the company can grow as fast as it has been.  For instance, one category manager complained that it took two months to add a new category – women’s shoes, and ten months to get approval for further specification categories such as size and type.  But without such controls, category managers would expand categories to the point where customers could be confused as to whether the shoes should be located in casual or sport.  Such confusion results in lost sales and angry sellers.  
A posting on Knowledge@Wharton also helps set the stage for the class.  Titled, “The Use – and Misuse – of Statistics:  How and Why Numbers Are So Easily Manipulated”, it points out how measures can be biased due to the measurement process chosen.  This can be purposeful or accidental, with serious consequences for good decision making.  The article can be found at: http://knowledge.wharton.upenn.edu/article.cfm?articleid=1928
There are two assessments in this module:

Causality analysis.  Student choose a theme from Freakonomics and prepare a similar example from an organization where they work or one where they have access to detailed information.  The specific assignment instructs them to consider one of the following topics: 
· Identify a conventional wisdom in your organization and explore how you would determine whether the assumptions are valid, 
· Identify the incentives used to motivate performance and assess the causal links that lead to performance and the gaps where achieving the incentive does not lead to performance.  Suggest improvements or alternatives to tighten the causal chain, 
· Taking one part of your organization’s value chain, identify the causal links that lead to performance.  
The paper needs to demonstrate a clear understanding of causality, how to assess whether causal assumptions are valid, and how to create measures or indicators of causal linkages.  This is a challenge for students, so it is recommended that they choose one story from Freakonomics and use it as an analogy to show how the concept illustrated in the book maps onto the organizational phenomenon chosen.  
Roy Rogers Case Analysis.  This case, included in the Simons text, examines a fast food franchise and explores how choices about what to control and how to measure performance affect the behavior of franchisees.  
Teaching Plan 
This module is challenging to teach because it requires translating the abstract concept of causality from a philosophical to a managerial discussion.  From there the discussion needs to link to specific organizational choices and how they drive decisions and outcomes.  One strategy that works well is to

· Provide students with a very brief (10 minutes) lecture on causality from a theoretical perspective.  One classic source for this discussion is: Experimental and Quasi-Experimental Designs for Generalized Causal Inference, by William R. Shadish, Thomas D. Cook , Donald T. Campbell.

· Present a couple of anecdotes that illustrate the difficulties in assessing causality.

· Choose topics in Freakonomics and demonstrate the linkage to business settings.

· Segue into the Simons text with discussions related to organization tensions and the choices necessary when designing accounting measurements.

The remainder of this teaching plan will follow this strategy.  Short synopsis from Freakonomics will be presented to illustrate how the book is used in the module.
Overview of Causality
In laboratory experiments we isolate cause and effect by holding all variables constant except one and assessing how the change in the input affects the output. Unfortunately business organizations are dynamic, and rarely does the opportunity exist to create a laboratory-like experiment.  However, that does not absolve managers from assessing causality.  While there are many theoretical perspectives on causation, keeping it simple for the MBA audience is essential.  It is easy for students to internalize the John Stuart Mill perspective which argues that three criteria need to be present to infer cause: 
1. Covariation between the presumed cause and effect. This implies that there is an association between the cause and the effect that is positive. Covariation is not sufficient to conclude causality.  To illustrate, I relate a true story about a 7 year old American girl. When I visited her home she was eating chicken nuggets with chopsticks. I asked why and she replied, “Japanese children eat with chopsticks and they are good at math.” Her observation of the world led her to conclude that if she were to master eating with chopsticks her math would improve. This is an example of covariation but not causality. 

2. Temporal precedence.  The cause must occur prior to the effect.  How much time? The longer the gap between cause and effect the more opportunity for other mediating variables to impact the effect (a gap in the causal chain). When we turn a light switch the light in the room changes.  From this we can conclude that the act of flipping the switch causes the change in light.  The conclusion is likely valid because the time between the act of flipping and the change in light is so small.  In Freakonomics the authors write about the sensitive subject of abortion and crime. The data they present points to Roe v. Wade in 1973 as an event that caused lower crime rates in 1991. With 18 years between cause and effect, there are many other intervening causes to account for the change in crime. So the burden of proof is much higher than if the cause and effect occurred closer in time.  
3.  Constant conjunction. The cause must be present whenever the effect is present. When the cause is absent so is the effect.  An article from Science News (April 1, 2006, p. 195) titled, “XXL from Too Few Zs?” reports on a study that shows that too little sleep causes obesity. This is new information because all prior research showed that obesity causes too little sleep. These new finding question whether sleep is the cause or the effect.  It demonstrates that even in laboratory settings causal ambiguity exists.

Rarely in business do we run laboratory experiments with treatment conditions on strategy or organizational design. That makes the assessment of causality much more difficult.

A great example of this is this audio clip from “This American Life” a radio show produced by American Public Radio. I call it “Irving’s Corner” and it is at 35.18 minutes into the show at this link: http://thisamericanlife.org/Radio_Episode.aspx?episode=241 

The premise of the clip is about a sausage factory in Chicago. They built a new and technologically advanced factory. They use the same process and recipe and the sausages taste different. They tested tolerances on the machines and everything they could think of. What did they eventually discover as the reason? In the old factory, one employee would move the sausages from station to station. The process of moving the sausages through rooms with different levels of humidity changed the texture of the sausage and ultimately the taste. When this process was eliminated it changed the flavor of the sausages.  This is a fun little (3 minute) clip that moves the causality discussion to the idea of big systems thinking to understand the direct and indirect effects of choices and change within organizations (i.e., causality). 
As contrasting example, Intel uses a process called Copy Exactly: http://www.intel.com/pressroom/archive/backgrnd/copy_exactly.htm  This process attempts to avoid the hidden causalities that are masked by human factors and other idiosyncrasies in work flow.  The point this example brings out is that sometimes causality is so hard to establish that organizations resort to full scale “copy & paste” processes.
Lessons from Freakonomics

To segue from the causality lecture to the insights from Freakonomics, it is helpful to contrast the laboratory setting from the organizational or social setting.  In the laboratory one can isolate the effect of one variable at a time to understand the effect.  In the planning and analysis module, we will do this through sensitivity analysis.  However, in assessing causality in organizations often we need triangulation or evidence from multiple sources to satisfactorily conclude that observed inputs led to outputs.  The first example from the book that sets the stage for the remainder of the discussion is the Chicago teachers and assessing whether some are cheating on standardized tests (Chapter 1).
In this story, Chicago teachers were suspected of changing answers on student’s standardized tests.  Teachers were evaluated on how their students performed so there was an incentive.  They also received a $25,000 bonus when students in their class performed at a high level.  To assess whether teachers were cheating, the following data were collected:

1. Looked at a string of responses to see if patterns within a class were evident.

2. Looked at student’s grade history before and after this test to determine if the high score was unusual for the student.

3. Retested under new conditions where teachers did not have the opportunity to change student responses.

4.  Examined a profile of suspected teachers such as age and tenure in teaching.

It was only after triangulating the data that it was evident that some teachers were cheating.  

Freakonmics and Applications to Accounting 

In accounting we are designing incentive systems through budgets, BSC, ABC or other performance metrics. We do so because we believe that attention to these metrics will lead to better performance in our organizations. We also need ways to assign decision rights and set standards for performance. But with so many choices for metrics we need to have a clear understanding about what needs to be measured and then how to measure it. 

Managerial accounting focuses on designing measures to assess performance, guide strategic decision making, and gauge operational risks.  For these measures to be instructive, they must be valid, meaning  there needs to be a causal link between inputs and outputs.  In Freakonomics, there are four themes that directly relate to the study of accounting and accounting measurement:  incentives, information asymmetry, questioning conventional wisdom, and organizational tensions.  The following discussion highlights how to use Freakonomics to make these linkages.
Incentives.  When designing performance measures at the individual or organizational level – incentives matter.  Three kinds of incentives are discussed in Freakonomics:
1. Economic – money motivates action.

2. Social – reputation motivates action.

3. Moral – internal beliefs motivate action.
“Any incentive is inherently a trade-off; the trick is to balance the extremes” p. 23.
Below are examples from the book.  With each set of examples, students are asked how the example from the book might translate into a business organization example.  The idea is to develop the analogies that help them see how they would apply the concepts, as well as to provide guidance for their papers.

Daycare pricing (Chapter 1).  When a social incentive (picking up children on time to avoid bad reputation with daycare staff) is replaced with an economic incentive (fee for being late), the behavior of the parents changed in a way opposite expected.  The price told parents that picking children up late was of low value to daycare staff.  How much of a fee is needed to get the desired behavior or how could the fee be structured differently?  Are there wider stakeholder issues that stem from the imposition of the economic incentive? From an organizational perspective, this example is analogous to motivation discussions and executive compensation.  The Simons text argues that employee motives are not always economic.  However, when you assign a price to a task, those employees who are intrinsically motivated may react differently than intended.

The bagel business and white collar crime (Chapter 1).  This is story is somewhat like a laboratory experiment.  Paul Feldman sold bagels to office complexes. Bagels were provided with an honor box to deposit $1 per bagel.  In one complex the three floors housed three different levels of employees.  Bagel stealing differed based on management level.  Higher level managers stole more bagels.  Stealing also differed based on time of year. Near gift giving holidays stealing increased.  What are the incentives for stealing bagels?  Would they take money from the box or just the bagel?  But 87% of the time people were honest.  Why would executives be less honest than mid or lower level employees?  Does a simple decision to take a bagel without paying snowball into more serious behaviors?  What does this example show us about creating control systems to minimize white collar crime?
Adam Smith, Theory of Moral Sentiments, (Freakonomics p. 46): “how selfish soever man may be supposed, there are evidently some principles in his nature which interest him in the fortune of others and render their happiness necessary to him, though he derives nothing from it, except the pleasure of seeing it.”  This quote is a good discussion starter to get the class to think about conflicts between economic, social and moral incentives.  It also is consistent with the assumptions in the Simons text that people do not act primarily or exclusively with self interested behaviors.  

Information Asymmetry.  Good information systems require an understanding of information asymmetry (i.e.,  “I know something you don’t and can use it to my advantage.”)  The concept of information asymmetry comes up frequently in the course.  Most students find this an easy concept as they have witnessed it in their own organizations.  The Klu Klux Klan example shows how organizational secrecy is used to mask behaviors.  Once transparency exists, the unacceptable behaviors cannot exist in the sunlight.  The real estate agents example demonstrates how information asymmetry can be used to create fear, which can be used to manipulate behavior.
Klu Klux Klan and secret greetings (Chapter 2).  The Klan had strong membership until they were infiltrated and their secret greeting mocked in comic books.  The point here is that people will act inappropriately but when the behavior is exposed they are repentant or cease the behaviors.  Within organizations this points to measurement systems that are transparent and control systems that motivate accountability. The authors follow this story with analogies to Enron traders, World Com and Martha Stewart’s insider trading.  While these examples are extreme behaviors, they point to the need to design measures that enhance transparency.  
Real estate agents and fear (Chapter 2).  The book illustrates how real estate agents have incentives to sell your home quickly, not necessarily hold out for a higher price.  They need to use their inside information to motivate you to accept an early offer.  They will choose examples that serve their purpose to scare you and encourage you to accept an offer.  In the course we see similar information asymmetries when creating a budget.  Employees in sales or IT have incentives to use their information asymmetry to create fear, leading managers to create budget allocations in their favor.
Questioning Conventional Wisdom.  Given that one goal in the course is to prepare students not to take information at face value, spending time on this topic from the book is fruitful.  While there are a number of examples that illustrate the need to question conventional wisdoms, the most salient example from the book is the real estate agent story, referred to above.   Are there assumptions in organizations that go unexamined.  Are ‘top revenue’ customers your ‘best’ customers?  Does more training lead to more qualified and committed employees?  We explore conventional wisdoms throughout the course.
Organizational Tensions.  In Chapter 3, “Why do drug dealers still live with their moms?” the issue of organization tensions is introduced.  This example provides a good segue into chapter 1 in the Simons text on the same topic. Drug dealers still live with their moms because they are similar to wage earners who are low in the organizational hierarchy.  They do not make a living wage but take many personal risks to earn more money.  Tensions arise as the dealers take more actions for personal gain, they expose the drug organization to greater risks.  Drug organization leaders need to devise systems that motive the kinds of behavior they want from their dealers, similar to owners and managers in organizations.  
Does causality matter?  In the last class we read an article about measuring costs LESS accurately.  Even though the measures are less accurate they are better for motivating the kind of behaviors organizations want.  

As we begin to discuss measurement, we need to discuss measurement error. Measurement error – occurs when a measurement tools systematically biases the readings. Examples, faulty thermometer or radar gun, - what else – accounting might be measuring historical costs when they have no impact on future decision making. Or we might use a cost driver that indicates a product is profitable when there is really a cross subsidization issue present. Direct labor as a cost driver is a good example. I elicit examples from the class from their organizations to enhance the causality and measurement error discussion. 

Simons Textbook Readings – Chapters 1 and 4: 

This textbook material is used to introduce the issues of measurement and control. Choosing what to measure and where to control activities has major consequences for the behavior of all affected stakeholders. Often people take organizational measures as givens, the necessary evils. We spend time evaluating why a firm creates certain measures and how that fits with their strategy.  

Another key takeaway from this session is the message that control systems are choices. Making sure that you understand why you need a particular system and what you intend to do with it is critical. We spend time discussing measurement fads and the problems that arise when new systems are implemented without consideration of purpose and commitment to integrating it into the organization.
From a stakeholder perspective, managing tensions can focus on analyzing how resources are allocated to stakeholder groups to mitigate tensions.  Later in the semester we will look at a situation in a budgeting context where decisions need to be made about how to allocate the resources newly available due to new technology.  Should the company lower prices, pay employees more, increase income, negotiate different terms with suppliers?  The decision will depend on many things such as stakeholder power and importance, market factors, etc.

Roy Rogers Case Analysis

This case is included in the Simons textbook.  It is not a complicated case and while there are opportunities for calculations, I do not instruct the students to do them.  The case is set in 1988.  One student complained about this saying that everyone expects salads at fast food restaurants these days so this case is out dated.  My response was first, that the purpose is still relevant, to assess what we need to hold franchisees accountable for in running their business and how much control do they get to meet these targets.  Second, I mentioned that fast food ads on TV still tout their giant burgers and volume over quality so while we think we are eating different than 1988, only a few people really have changed.  What this exchange with students does bring out is the debate over fast food and whether it is in the public interest to offer larger sizes with high fat foods.  Viewed with this slight angle adjustment, a broad set of stakeholder issues take center stage.
Professor Note: For those interested in broadening the discussion regarding public policy issues and food choices, the Kraft Foods Case can be added to this discussion. This case can be found at http://www.caseplace.org/cases/cases_show.htm?doc_id=258933.

The focus of the case is on whether an individual franchisee should be given permission to eliminate the salad bar at the restaurant.  The salad bar is considered by Marriott (the franchisor) to be the main differentiating factor for the chain.  After the basic introduction and reviewing the setting, the discussions focus on issues related to:

1. The inputs – process – outputs model presented in Chapter 4.  Where the controls and performance measurement metrics should be assessed for a franchise. 

2.  Power and influence that one franchisee has to get special concessions.  Does it make sense to give this one individual special consideration?

3. Who are the stakeholders in this decision and how are they affected when special concessions are made to one franchisee?  How will other stakeholders respond to the different alternative decisions Marriott might make regarding the individual franchisee?  This case is an ideal setting where a rich array of stakeholder concerns can be pitted against each other.  Finding the sweet spot is critical to the continuing cooperation of the franchisees, as well as protecting the brand and meeting customer expectations.
At the end of the discussion, I divide the class up into those that believe Jack should be allowed to eliminate the salad bar and those who believe he should be forced to keep it in the restaurant.  The groups meet for 10 minutes to prepare their support for their recommendation.  We then have a debate to tease out additional issues.  At the end of the debate, I read from the instructor’s manual, the decision that Marriott chose.  They chose to allow Jack to remove the salad bar but required him to have pre-packaged salads sold in his stores.  We then spend time assessing what the response might have been from Jack, customers, other franchisees, and others affected by the decision.

Click here for a Project Grading Rubric
Professor Note:  The grading rubrics in this course are presented to the students as the projects are assigned.  Often the rubrics are designed with class input and discussion.  By asking students to participate in setting the performance expectations, we reinforce the class concepts.  This is an active task where students must take ownership of the expectations. It clarifies for them how they will be expected to take class discussion and incorporate it into their work.  As such, there are minor variations in the rubrics from term to term.    
Click here for a Sample Student Project
MODULE 2:  Non-Financial Performance Measurement (3 ½ weeks, or 8 classroom hours including presentations)

Goals and Learning Outcomes

This module examines the creation of a system of measures that underlie strategic performance. The often repeated phrase, “you get what you measure” demands that we carefully consider how to measure performance to provide indicators that link inputs with outcomes. This module naturally leads from Module 1:  Causality and Measurement.  In Module 2 students learn to build a set of performance measures that are interconnected to reflect progress towards meeting strategic goals.  They need to bring concepts addressed in the causality and measurement module into this module as the foundation that supports a measurement system. 

Most textbooks and business press publications call non-financial performance measurement systems by the brand name, ‘Balanced Scorecard’ or BSC.  Coined by Kaplan and Norton in their 1996 book, Translating Strategy into Action:  The Balanced Scorecard (Harvard Business School Press), the term BSC has gained popularity in academic and professional arenas.  Others have created similar measurement systems with different names and flavors.  I found it important to emphasize this when, with a class of executives in Vietnam, one executive complained that the BSC was “American and no one in Vietnam would ever use it.”  A fellow student, working at AC Nielsen, asked if he had ever heard of the equityTM management system.  The executive responded, “yes, we use it in our company!”  The equityTM management system links strategy to financial and non financial measures similarly to the BSC.  From this episode, I now emphasize to students that it is not the BSC itself that is the critical learning outcome.  Rather the learning outcome is to identify the causal chain within the organization that reflects strategy and design measures to assess performance along the chain.  Readings that help students see that the BSC one of several approaches to designing strategic measurement systems are:

Epstein, Marc J., and R.A. Westbrook, “Linking Actions to Profits in Strategic Decision Making”, MIT Sloan Management Review, Spring 2001, 39-49.

Rucci, A.J., S.P. Kirn, and R.T. Quinn, “The Employee-Customer-Profit Chain at Sears,” Harvard Business Review 76 (January-February) 1988, 83-97.
Stakeholder issues take center stage in this module.  From the stakeholder perspective, managers rely upon the resources provided by various stakeholder groups such as employees, customers, vendors, and in some circumstances public groups. A system that can integrate these inputs and demonstrate how they lead to long term financial performance is a fundamental tool for managers. Students not only learn about this tool but examine the boundaries of such systems and create a system for a live company. While their organization might never use the BSC, having working knowledge of how to create a system of inter-connected measures is a skill that many will use in the future. We often talk about the BSC as the method managers can use to measure the validity of the hypothesis they adopt for achieving long-run competitive advantage. 

Note:  In the following discussion the term BSC will be used as shorthand to mean strategic performance measurement systems.

Readings and Assignments

Performance Measurement & Control Systems for Implementing Strategy: Text and Cases, by Simons, Robert. Prentice Hall, ISBN #0-13-234006-2 (Chapter 9). This chapter titled, Building a Balanced Scorecard, provides foundation reading on the balanced scorecard.  

For those interested in a deeper understanding, I suggest optional readings:

1.  The Balanced Scorecard: Translating Strategy into Action by Robert S. Kaplan and David P. Norton (1996).

2. Balanced Scorecard Step-by-Step: Maximizing Performance and Maintaining Results by Paul R. Niven (2006).  This book is better written than Kaplan and Norton for the student looking to both grasp the concept and implement it in a project during one fractional section in a semester. 

An easy way for students to understand what a BSC is and does is to start by having them read about Sears. Besides (or in addition to) the Rucci, Kirn and Quinn article cited above: 

“Bringing Sears into the New World” Fortune, October 13, 1997, p. 183-184.
 Sears realized that employees were unaware about the factors driving Sears performance. Stepping back, they developed a system that showed how employee attitudes lead to customer behavior that directly links to financial performance. When students see this relatively simple example, it provides the springboard to discuss the BSC in more detail.

I also strive to offer current examples from popular press to supplement and emphasize the relevant of the topic. Costco often serves as a good candidate for discussion because they are regularly publicized as strategically balancing employee needs, customer pricing and service, vendor management, and stockholder expectations. These articles provide a great foundation to prepare an in-class BSC as an example. Here are two that are older references but still good starting points: 

· Holmes and Zellner. 2004. “The Costco Way”, Business Week, April 12, pp. 76-77. 

· Helyar, J. 2003. “The Only Company Wal-Mart Fears”, Fortune, November 24, pp. 158-162. 

This article contrasts the ways in which Costco and Wal-Mart have developed their strategies.  The strategies for each are so well laid out in this article that we use it to develop balanced scorecards for each organization illustrating how strategy drives the non-financial performance measures included in a BSC.
Another, more recent article also helps students understand the concepts:

“How Investing in Intangibles, Like Employee Satisfaction, Translates into Financial Returns”, Published: January 09, 2008 in Knowledge@Wharton.  http://knowledge.wharton.upenn.edu/article.cfm?articleid=1873
Academics are searching for metrics to measure intangible attributes that have a meaningful causal link with performance outcomes.  This article reports on a study that showed how companies making Fortune’s best places to work list had stocks that outperformed their benchmarks.  This is one piece of the puzzle, that is, documenting that employees do impact organizational success.  The next step is for the organization to develop the right metrics that identify the types of employee actions that are valuable to the company.  One interesting comment from the author is that his results can be used in social investing.  Many people want to invest in responsible companies but the assumption is that they underperform.  These results show the opposite.
As outlined in the teaching plan, the assignments are designed to get the students actively involved in creating their own balanced scorecards.  These assignments are explained in the Teaching Plan that follows.

1. In-class BSC workshop.
2. Team or individual project to create a BSC for an organization of their choice.

3. Challenges with the BSC:  Citibank, N.A. case (in Simons textbook) to illustrate potential pitfalls when implementing a BSC for employee compensation purposes.

Teaching Plan

Students need to practice creating scorecards rather than reading about how scorecards are created. Students prepare a BSC for a company of their choice. However, they will be hopelessly lost unless substantial class time is provided to guide their thinking. 

Step 1: In-class BSC Workshop. 

Choose a company that most students know and about which they can find useful information. As mentioned above, Costco is a good choice but choosing a company that is local or is a major employer among the students may also be a good idea. Choose the company in advance and ask each student to do research on the company mission, values, and strategy so they come to class prepared with data about the company. In-class groups to work on scorecards are a good idea and using the BSC Workshop slides provide a structured way for the students to create their scorecards. The fun part is to have each group present their scorecards. At that point the teaching moment is to not only critique but compare and contrast so that students can see different ways to approach the task. 

Another approach is to assign the Coors Case (see the link in the syllabus) and ask the students to prepare a BSC for Coors and evaluate the impact on employees involved in the process, as well as customers and suppliers.

Step 2: Team or individual project to create a BSC for an organization of their choice.

Teams of 2 or 3 members prepare a BSC for a chosen company. Keeping it small is better because a group of 4 will divvy up the task by having each person create one section of the scorecard. The resulting scorecard is often then four independent quadrants, as opposed to an integrated whole. In the most recent term, students did not work in teams but we reserved class time to review each student’s progress over a three week period.  At the end of the project, they reported that they liked working alone and found the sessions where we provided input to each other useful in designing their own systems.   
This is an oral project. Students turn in a description of the company, history, mission, values, and strategy along with a very brief set of talking points to accompany their presentation materials. The oral project has the advantage of sharing with students further examples, making the presentations one more opportunity for them to understand the many nuances associated with creating a sophisticated performance measurement system. 

Step 3: Challenges with the BSC. 

It is important to balance the attributes of the BSC with its deficiencies. There are three approaches to demonstrating the boundaries of the BSC, using some or all three can achieve this goal. 

· Case analysis. The Citibank, NA case (included in the Simons textbook) is an easy to understand case that demonstrates the perils of using an untested BSC to compensate managers. The issue is a high performing manager who, under the new BSC metric, scores high on financial but low on customer service. Should this manager who has been previously identified for the fast track now be denied a performance bonus? This is a high involvement case as students are generally split as to whether the manager deserves the bonus and a debate among the groups is generally spirited. The case points out the difficulties in determining the causal factors underlying performance. It also points out that if the causal hypothesis is valid, there also needs to be valid construct measures or the system will be useless. This is a great case to bring out the stakeholder issues and measurement.  The choice of measures signals to the organization where the priorities lie and how important different stakeholders and initiatives are to the leadership.  In this case analysis, how the management resolves the issue signals to other managers whether attention to customers is truly valued.
· Critical perspectives. The BSC has its share of critics. Two readings are useful, together or alone, in pointing out the flaws. 

1. Jensen, M. 2002. “Value Maximization: Stakeholder Theory, and the Corporate Objective Function”, Business Ethics Quarterly, Vol 12, Issue 2, pp.235 – 256. 

Students need to read only 247-251 for this class. Here Jensen points out what he sees as flaws with the BSC. It is easy to read and provides the framework for talking about why the BSC might not solve all the organizational problems intended. 

2. Niven, Paul. 2005. Balanced Scorecard Diagnostics: Maintaining Maximum Performance. 

Niven points out the flaws with the BSC and why it has failed for many organizations. He presents a process for successful implementation. This is a traditional change management process. Rather than ask students to buy the book, faculty might have students read the following article. 

Argyris, C. and R.S. Kaplan. 1994. “Implementing New Knowledge: The Case of Activity-Based Costing”, Accounting Horizons, Vol. 8, No. 3, pp. 83-105. 

This is about Activity Based Costing implementation but the concept is relevant here too. Often this is the last reading in the class but occasionally it works to have students read and discuss earlier in the term to stimulate their critical thinking skills. Too often we fail to present the challenges associated with new organizational measurements, leading students to believe implementation is easier than it really ever is. 

Summary 
Using the BSC as an example of a non-financial performance measurement system provides students the opportunities to hone their causal thinking and application skills. The module takes them from simple example, to core underlying knowledge. Linking the BSC theory to stakeholder engagement is essential for students to understand it as a system whereby target stakeholder interaction and expectations are quantified. It then provides opportunities for students to practice creating their own BSC and to see that there are many different applications and purposes for which the BSC is implemented. Finally, we critically examine the advantages and disadvantages of the BSC so that students leave the module with an evenhanded perspective and expectation. While many will never create or encounter a BSC in practice, it is the ability to think critically about how the organizations individual parts work in conjunction to form a system that implements strategy. 

Click for a Grading Rubric
Sample Student Project 1
Sample Student Project 2
Two sample projects have been provided.  Both create scorecards for Starbucks, one at the corporate level and one at the store level.  The contrast in organizational level and student approach will help students understand the goals for the project.
MODULE 3: Internal Control and Risk Assessment (2 weeks or 5 classroom hours)
Goals and Learning Outcomes
“History will be kind to me, for I intend to write it” - Winston Churchill
Let’s reflect back on the overarching theme of this accounting course: “What should be measured and how should it be measured”. Our focus throughout is on the tools business leaders need to manage complex organizations. With words like “what” and “how”, there is a natural emphasis on relevance. This module shifts our concentration toward the critical nature of reliability. 

What impacts the reliability or quality of information being used to make decisions? What can managers do to ensure they can rely on the information produced by an organization? As information provided by an organization is shared and used internally and externally, the impact of poor quality information on relevant stakeholders is pervasive.  Throughout a curriculum, the MBA student will often work on cases with financial and nonfinancial information with the assumption that the information provided possesses good quality, i.e. the information is real or valid, accurate and complete. Now they are asked to suspend that assumption.  

The internal control of an organization serves as the framework to support this reliability of information. Until recently, internal control was seen as something the accountants “took care of” and typically lightly covered (if at all) in graduate business curriculum. Many are not aware that the responsibility for good internal control has actually rested on the shoulders of top management since the late 1970’s. However, well-publicized reporting failures (many failures are the result of internal control not working) and current legislation, such as the Sarbanes Oxley Act (SOX), underscore how important it is for the MBA student to be able to apply the tenets of internal control. 

The Securities and Exchange Commission uses the COSO (Committee of Sponsoring Organizations of the Treadway Commission) description of internal control in its SOX implementation guidance. This guidance further says management must base its evaluation of the effectiveness of its internal control system on a framework such as COSO’s. Thus the primary internal control structure used by companies is the COSO framework and we rely on it heavily in this module. Assignments involve live case analyses using material provided by COSO, evaluation of risk assessment reporting using Edgar and earnings management cases from caseplace.org. The students leave with a solid understanding of what controls should be in place and what happens when the controls are not there.  
Note to Profesor:  This module contains more material than can be covered in five classroom hours.  However, we present this comprehensive set of materials so that professors can choose how to adapt them to their needs.  Often an issue is emphasized or de-emphasized depending on factors related to the class or related to the business environment.  For instance, shortly after the 2001 demise of Enron and the other business failure, students were hungry for depth in this area.  As SOX has matured, many students are familiar with it and we balance this topic with others in the course.  The syllabus provided at the start of these materials shows just one approach to creating a two week exposure to this topic.  The variety of materials provided in this module offer many alternative approaches to cover this topic.

Readings and Assignments

Note to Professor: If you do not normally teach in this area, the following text provides helpful background reading.

Information Quality Assurance and Internal Control for Management Decision Making, by William R. Kinney, Jr. McGraw-Hill Higher Education, ISBN 0-256-22161-8 (Chapters 1-4). 

The text is written for the business decision maker who needs assurance regarding the information he or she is working with. It is a 2000 edition with the COSO framework but has not been updated for SOX. It leads the reader to an understanding of the need for controls and nicely ties in finance, information technology, strategy and managerial accounting. 

Performance Measurement & Controls Systems for Implementing Strategy: Text and Cases, by Simons, Robert. Prentice Hall, ISBN #0-13-234006-2 (Chapters 12 & 13).

Internal Control – Integrated Framework (including evaluation tools) by the Committee of Sponsoring Organizations of the Treadway Commission. Available on http://www.cpa2biz.com (Product code #99009)

This material includes the COSO framework with the reasoning behind each of the five areas that make up a system of internal control. In each area it has an extensive series of questions to be used by management to evaluate their system of internal control. This is our major tool for helping the student understand what controls should be in place. The writing style of the chapters is manager-friendly and a relatively quick read. We use the questions in the live case analyses where students apply the concepts to their chosen company. 

The five sections presented in the COSO framework are as follows.  In each section there are opportunities to reinforce the learning outcomes with the assignments indicated.  The Teaching Plan follows this five section format and expands on these topics.
Section 1: Inevitability of Risk and the Need for Controls
This section provides essential background for the rest of the module. It includes the accepted definition of internal control, the classic reasons why companies need internal control and provides a historical perspective leading to the current internal control framework. 
The students review the executive overview of the COSO framework on the website http://www.coso.org/publications/executive_summary_integrated_framework.htm , Chapter 1, 7, 8 and Appendix A of the COSO text (Internal Control – Integrated Framework). 

Referring to the SEC website for the actual Sarbanes Oxley Act and surrounding interpretations allows the students to see its many arms and impacts (which lays the groundwork for our cost/benefit discussion later): http://www.sec.gov/about/laws/soa2002.pdf and http://www.sec.gov/spotlight/sarbanes-oxley.htm
Section 2: Current Centerpiece supporting Organization Internal Control Governance
We now move into the specifics of the framework we will be using. The COSO framework is made up of five components. The students have reviewed the overall COSO original framework in Section 1. We add the most recent report from COSO (2004) which expands the risk component of the original framework:   The Enterprise Risk Management Report from COSO on website http://www.coso.org/Publications/ERM/COSO_ERM_ExecutiveSummary.pdf
Additionally, the students read Chapters 2-6 of the COSO text (Internal Control – Integrated Framework) which provides the description of each of the five components (control environment, risk assessments, control activities, information and communication, and monitoring). Finally, the students read Chapters 12 and 13 in Simons for background on identifying and managing strategic risk (with a focus on control activities). Chapter 13 uses an approach of “What, Why, How, When and Who” to create key building blocks for internal control systems that is a nice take-away for students. The Westchester Distributing case (Simons textbook) can be assigned following Chapters 12 &13 to explore internal control failures.
Section 3: Understanding and applying each of the five components from the COSO framework
In this section, we present the five components of the COSO framework in more depth and allow the MBA student practice at applying the tenets. The amount of time in this section is flexible, determined essentially by whether the faculty member wants to incorporate all five areas (control environment, risk assessment, control activities, information and communication and monitoring).  I highly encourage you to pay particular emphasis to control environment and risk assessment. The evaluation tools of Internal Control – Integrated Framework involve a series of questions that help you evaluate an organization for each of the five components.

Here are two brief examples of the type of question from the control environment component (#1 in Section 2):

Does the organization have codes of conduct and other policies regarding acceptable business practices, conflicts of interest or expected standards or ethical and moral behavior?

Do employees know what to do if they encounter improper behavior?

Thus, in each of the components you wish to incorporate, students (alone or in a team) apply questions such as the two listed above from that COSO section to their organization (or one they have access to). I assign whichever of the five components we plan to emphasize one session and note that not all questions may be applicable to their organization. Students present their findings as a summary assessment by area, e.g., control environment, (in a manner confidential to the organization) in a subsequent session. If students are not currently employed, I encourage them to use a past employer.  
Section 4: Wait a minute! There is a great deal of press on the cost of SOX and increased emphasis on internal control….Is it worth it? What about the smaller company?
This is a good time to step back and discuss the cost aspect. As a proponent of internal control, I start with an overall example of the positives (e.g., Boeing) at http://www.coso.org/audit_shop.htm
Elizabeth Keatings’ “Sarbanes Oxley: What has it wrought?” teaching note and webinar on caseplace.org provides an excellent discussion of cost and benefits and ties in well here.

Finally, COSO has developed a publication for small business which sheds light on cost reduction. http://www.coso.org/Publications/erm_sb/SB_EXECUTIVE_SUMMARY.PDF
Section 5: When internal control doesn’t work: fraudulent financial reporting and earnings management
Readings: http://www.coso.org/publications/executive_summary_fraudulent_financial_reporting.htm
http://www.coso.org/Publications/NCFFR_Part_3.htm
Some may prefer to move this section closer to the front. I like to have it here as it serves the role of hindsight for us. At the core of the discussion should be an underscoring of the role of the control environment (the tone at the top). The readings are the study of fraudulent financial reporting completed over the ten-year period 1987-1997 and the recommendations of the National Commission on Fraudulent Financial Reporting.  Students will be interested that Enron and SOX occurred after these reports were issued. 

As a capstone to this module, I incorporate a famous earnings management fraud cases (caseplace.org) such as Royal Ahold NV (The US Foodservice Accounting Fraud by Gupta and Indu)  http://www.caseplace.org/cases/cases_show.htm?doc_id=533046 and ask the following questions:  What component (s) of internal control were violated?   What could have been done differently?
Teaching Plan

Section 1:  Inevitability of Risk and the Need for Controls
Definition:  INTERNAL CONTROL is a process-effected by an entity’s board of directors, management, and other personnel-designed to provide reasonable assurance regarding the achievement of objectives in the following categories:
· Effectiveness & efficiency of operations

· Reliability of financial reporting

· Compliance with applicable laws & regulations (COSO definition)
Thus, why companies need it:
 (1) to provide reasonable assurance that the goals of each business process are being achieved;
(2) to mitigate the risk that the enterprise will be exposed to some type of harm, danger, or loss (including loss caused by fraud or other intentional and unintentional acts);
(3) to provide reasonable assurance that the company is in compliance with applicable legal and regulatory obligations.

Essence: internal control assists in achieving specified goals, alleviating exposure and supporting legal responsibility.
The importance of understanding from whence we have come: Historical perspective of management’s role in internal control.
Foreign Corrupt Practices Act (1977),Cohen Commission (1978)

Treadway Commission (1987)

1996-97 COSO, COCO (management control environment)

1999 SEC Corporate Governance (Management perspective: Role of Board of Directors, audit committees)

2002 Sarbanes Oxley Act (SOX)
The Expanded Role of the Sarbanes Oxley Act 2002 and the existing frameworks:
· Created public company accounting oversight board.
· Increased accountability for company officers and board of directors.
· Increased white collar crime penalties.
· Prohibits audit firms from providing design and implementation of financial information systems.
Sections with the greatest impact for managers:

Section 302—CEOs and CFOs must certify quarterly and annual financial statements

Section 404—Mandates the annual report filed with the SEC include an internal control report

Important Point:  This is a good place to let students know that the management’s legal responsibility related to internal control was defined by the very early Foreign Corrupt Practices Act. That is, management has been responsible for good internal control for over 30 years!  Most will heard of Section 404 from SOX. 404 just put the responsibility in writing (management now has to sign or “attest” to the control).

Section 2:  Current Centerpiece supporting Organization Internal Control Governance
We spend some time here discussing each of the five components of internal control. The teaching notes place the original COSO framework side-by-side with the addition of the 2004 Enterprise Risk Management report so that users can see their similarity. I would emphasize that the one on the right is the most current internal control tool being used so this is where we will spend our time.

	Original COSO framework
	Components of Enterprise Risk Management (COSO 2004)

	1. Control environment- The control environment sets the tone of the organization (tone at the top or the “linchpin”). It is seen as the foundation for all other components of internal control, providing its discipline and structure. It includes integrity, ethical values and management philosophy. 
	1. Internal Environment – The internal environment encompasses the tone of an organization, and sets the basis for how risk is viewed and addressed by an entity’s people, including risk management philosophy and risk appetite, integrity and ethical values, and the environment in which they operate.
Here I emphasize the pervasiveness of the environment, that is, if the environment is a concern (as in management lacking in integrity), the rest of the framework tends to fail. Most of the big “headlines” on company financial failures (e.g., Worldcom, Enron) have a strong link to a poor “tone at the top”.

	2. Risk assessment – the identification and analysis of relevant risks to achievement of objectives. It forms the basis for determining how these risks should be managed
	2. Risk Assessment - 
a. Objective Setting – Objectives must exist before management can identify potential events affecting their achievement. Enterprise risk management ensures that management has in place a process to set objectives and that the chosen objectives support and align with the entity’s mission and are consistent with its risk appetite.
This component (a,b,c and d) ties to the Simons readings well.

	
	b. Event Identification – Internal and external events affecting achievement of an entity’s objectives must be identified, distinguishing between risks and opportunities. Opportunities are channeled back to management’s strategy or objective-setting processes.

	.


	c. Risk Assessment – Risks are analyzed, considering likelihood and impact, as a basis for determining how they should be managed. Risks are assessed on an inherent and a residual basis. 

	
	d. Risk Response – Management selects risk responses – avoiding, accepting, reducing, or sharing risk – developing a set of actions to align risks with the entity’s risk tolerances and risk appetite.

	3. Control Activities – Policies and procedures are established and implemented to help ensure the risk responses are effectively carried out.
	3. Control Activities – Policies and procedures are established and implemented to help ensure the risk responses are effectively carried out.

This is what most people think of when they think of internal control. Do they have a process for authorizing vendor payment? Does the company have adequate documentation and segregation of duties? This is a good place to reinforce that control activities is just one component of a larger framework. This is also the “How” in the Building Blocks of Simons book.

	4. Information and Communication -   Relevant information is identified, captured, and communicated in a form and timeframe that enable people to carry out their responsibilities. Effective communication also occurs in a broader sense, flowing down, across, and up the entity.
	4. Information and Communication – Relevant information is identified, captured, and communicated in a form and timeframe that enable people to carry out their responsibilities. Effective communication also occurs in a broader sense, flowing down, across, and up the entity.

You can have a great discussion here about how information is communicated within their organizations. How many of them have learned a key fact too late that impacted their job negatively? How could the information dissemination been handled more effectively?

	5. Monitoring – Monitoring refers to the process that assess quality of the internal control system’s performance over time


	Monitoring – The entirety of enterprise risk management is monitored and modifications made as necessary. Monitoring is accomplished through ongoing management activities, separate evaluations, or both.

Emphasize internal and external audit is a form of monitoring.  


What we want students to gain here is an understanding that a company manages risk through having a strong control or internal environment (component 1), through identifying, assessing and establishing responses to risk (component 2), through our control activities (component 3), through how we inform and communicate (component 4) and how we monitor (component 5). Tying back to our theme, this framework helps the company to produce reliable information to make decisions. It is applicable to public, private and non-for-profit settings.
Section 3: Understanding and applying each of the five components from the COSO framework
The variety of approaches by organizations to internal control governance serves to really engage students and spark lively discussions which are further supported by cases and real company reporting examples. Highlighted below are key points  to make in some of the components.

Component 1: Control environment -- Corporate ethics and management integrity; the culture 
We have many real-world examples of poor control environments and the resulting havoc and negative impact on the capital market system. As a starting point, I do recommend doing Enron as the control environment is seen as inadequate at both the audit firm (Arthur Andersen) and the organization (Enron), hence the discussion can talk about different industries (we focus so much on the publicly traded organization):

Arthur Andersen, LLP at www.caseplace.org by Hawkins and Cohen

You can also bring in public accountability of social enterprises here with: National Kidney Foundation at www.caseplace.org by Lau, Chan and Ho 

[Note: I have also successfully shown the PBS frontline special “How to steal 500 million” (Phar-Mor) as many of the perpetrators who make up the control environment speak directly about their reasoning to the audience (available through www.pbs.org). Even youtube provides current entries with http://www.youtube.com/watch?v=sPUuHn5_L1g providing Walter Pavlo’s perspective/mindset while stealing $6 million.]

Another case that works well here is “Multi-Element Revenue Recognition and Creating Reserves” at http://www.caseplace.org/cases/cases_show.htm?doc_id=360676
It provides a nice contrast to Enron which seems so large and complex to students. This case concerns one main accounting issue in a family-owned business so it feels “closer to home”. 

This component can also successfully incorporate approaches from the Giving Voice to Value curriculum of the Aspen Institute (Note: Go to www.aspencbe.org  and click on "Giving Voice to Values"; you will find a descriptive introduction; contact information, list of materials to date; PDF files and curricular "links"). 

Incorporating Giving Voice to Values:  The objective of bringing up Giving Voice to Values at this juncture is to create a greater awareness of true-life individuals who decided to give voice to their values and speak out against a wrong in the workplace. So much of our control environment discussion time is traditionally based on creating awareness of individuals who make a poor choice (negative ‘role-models’) to assist students in being aware of what should be avoided (control environment failures in the workplace). The hope here is to provide a much-needed contrast and to bring in the concept of “how” an individual can give voice.

I begin with “A Tale of Two Stories” exercise from Giving Voice to Values. I use the teams created to apply the COSO framework to a company for the small group portion of the exercise. The end result of the exercise is a class-developed list of “enablers” and “dis-enablers”. I then assign the team a mini-assignment. In the next class session, the team will present an individual (their choice) who gave voice to their values. As part of their analysis, the students note what was within the individual’s control and what was within the control of others. In this subsequent class session, we are able to “compare and contrast” the choices made by individuals in the different scenarios: those who were either active participants in a fraud or were silent (from our control environment failures) with those who chose to speak up. I am pleasantly surprised by the variety of examples students find. Using the Giving Voice to Values material here and the mini-assignment provide a far richer control environment discussion and give the students positive role models with whom they can identify.  Another alternative is to use the stories of Betty Vinson and Cynthia Cooper from MCI Worldcom to explore how the outcomes could have been altered if Betty had been more forceful when speaking up to superiors.  Our hope is that the student begins to think of how he or she could be a manager who could create a positive control environment. 
Component 2: Risk Assessment
I recommend providing the students more background on types of risk and I provide teaching notes below (which rely on the Kinney text) on this topic. I then use Edgar (SEC searchable database on company filings) to find a publicly-traded company of interest to show how company management is reporting the ERM risk assessment process (the risk the company faces and how they plan to mitigate these risks):

2007 Nike Example:  http://www.sec.gov/Archives/edgar/data/320187/000119312507164166/d10k.htm
There are many for-profit organizations that have grown from SOX compliance and the need for risk assessment guidance (e.g., Protiviti). I have students review these organizations’ websites and read articles, white papers. Example: financial executives’ perspectives on risk leads support to the importance of this component: http://www.oversightsystems.com/newsletter/August_2006_feature.html
Lecture Summary: Section 3, Component 2 (Risk Assessment)
Business Risk:  Threat that an event will adversely affect an organization's ability to achieve its business objectives and successfully execute its strategies. The event is termed imprecision can be the result of accidental errors, intentional errors and/or fraud.

Our management perspective approach is we are trying to achieve a reasonable assurance that the imprecision is less than an amount we deem as material.  Kinney terms it:


Misstatement = recorded value - true value

Categories of Business Risk:  Provides us with assessment categories which can be linked to context.
•
External Environment (Primarily beyond control of management but part of the risk assessment equation)
•
Business process and loss of assets  

•
Information Risks

Risk Assessment Process
•
Identifying risks: a complete list of risks faced by the corporation is essential (Comprehensive checklist in Kinney text: Figure 3a)

•
Determine magnitude of risk 

•
Determine cause or source of risk

Mitigation or Control of Risk
•
Accept risk

•
Transfer or share 

•
Institute risk reduction process

•
Avoid or prevent
Components 3: Control activities
I recommend not getting too detailed here as the major points can be lost.  I do suggest covering the concept of segregation of duties and the ARC separation principle which is discussed in the Simons book (separating authorizing, recording and custody of assets) and also have students review a current article in this area such as the following white paper on segregation of duties from Oversight systems: http://www.oversightsystems.com/knowledge/view_Segregation_of_Duties_whitepaper.php?xlead=enewsletter&xlead2=Newsletter_0608
Component 4: Information and Communication

This component is the least additive if you are short of time. The main discussion I like to have here (if you have not already done this in the overview of component 4 in Section 2), is for the students to reflect on what has worked and not worked for them in terms of organization’s forms of communication. 

Component 5: Monitoring 

There is a new discussion document at COSO on monitoring which will provide excellent background reading for the future. It also serves to review the other components of internal control for students.

http://www.coso.org/Publications/COSO_Monitoring_discussiondoc.pdf
Section 4: Wait a minute! There is a great deal of press on the cost of SOX and increased emphasis on internal control….Is it worth it? What about the smaller company?
Section 5: When internal control doesn’t work: fraudulent financial reporting and earnings management
For Sections 4 and 5, the readings and assignments outlined above are excellent materials that do not need elaboration to incorporate them into the classroom.

MODULE 4:  Cost Behavior and Decision Making (2 weeks or 5 classroom hours, including exam)
Goals and Learning Outcomes 
This is the first module where traditional quantitative accounting concepts are introduced into the course.  By now the stage has been set where students have learned the foundations that underpin the quantitative issues that arise with accounting numbers.  This foundation serves to frame the managerial issues that are inherent in the accounting analyses. While the material in this module covers technical accounting topics, there are nuances inherent in the concepts that are necessary for leaders to understand. Choices made about the appropriate cost structure for a firm have long and short term consequences for risk and opportunities. 
The internal control and risk assessment module (Module 3) included a case called ‘Westchester Distributing’.  The case concerned sales force kickbacks to customers.  This case provides an excellent segue into the discussion about cost behavior.  The company was in the beer distributing industry.  The industry is highly competitive, with high fixed cost structures, and little leeway in determining pricing.  As noted in the case, it is product volume that is critical to maintain and grow for the organization to succeed financially.  In an environment where volume is the primary focus and where the sales force is relatively autonomous, uncontrolled risks can put the organization into precarious circumstances.

As outlined in this case, cost structure is a major determinant in strategy.  
The learning goals here are designed to prepare business leaders to analyze the kinds of decisions they may face.  Examples include:

1. Outsourcing

2. Negotiating price or terms with a customer or supplier

3. Asset acquisition choices.

The learning goals will have longer ‘shelf life’ if they can be attached to events students are currently experiencing in the workplace.  Where possible, I try to elicit from students current decisions they are facing and then help them see where the cost structure issues lie and evaluate the consequences of the range of choices they face.

The computations and the concepts are relatively straightforward.  Most students will have had some exposure to fixed/variable costs, opportunity cost, sunk costs, breakeven analysis, and operating leverage.  However, much of this exposure has been computationally focused.  This module emphasizes how choices made that determine cost structure, affect strategy and have consequences for successful stakeholder engagement.  The learning goals are therefore designed to:

1.  Demonstrate a clear understanding of cost behavior and quantitative analyses.

2.  Develop managerial skills to use this information to make informed decisions.

Readings and Assignments 

	For readings, assign a chapter in any managerial accounting text that covers cost behavior and decision making.  In addition, the following two popular press articles provide the basis for moving from the technical to the managerial.

1. Rose, Frank, “Big stars! Huge explosions! 3% margins!”, Fortune. New York: Oct 26, 1998. Vol. 138, Iss. 8;  pg. 52-53.

	2. Grainger, David, “The Dysfunctional Family-Film Business,” Fortune. New York: Jan 10, 2005.Vol. 151, Iss. 1;  pg. 20-21.

This module uses an examination to test the technical concepts.  The exam motivates students to spend time practicing these concepts and without understanding the technical they are rarely able to reach a level where they can conceptualize the managerial nuances.


Teaching Plan 
Starting off this module with the reading, “Big Stars – Huge Explosions” helps students to see the critical issues surrounding the deceptively simple issue of cost behavior.  This Fortune article is about the movie industry.  Here executives at one studio noticed the average profit margin for an action-adventure motion picture was quite high relative to other opportunities. In an effort to boost profits, they double the production of movies, with disastrous results.  From this there are several teaching opportunities:

a. The danger of working with averages.  While the average motion picture earns a high profit margin, individual movies earn margins that are highly variable. The same principle works with costs for talent and capacity costs. 

b. The competition will react to moves you make.  Once one studio upped production, other studios followed suit.  This created a glut of action-adventure movies.  Movie goers have a limit as to the number of movies they will consume.  The other issue related to competition is that studios have different organizational structures.  Some are stand-alone operations while others are part of a diversified conglomerate.  Those with other business lines have the resources to weather bad decision making in a single unit.

c. Cost structures are only stable within a relevant range.  The change in production created a shortage of not only A-list actors, but all the supporting functions such as special effects artists.  The costs to attract the key talent thus rose, changing the cost structure for an action-adventure movie.

Using a simple cost-volume-profit analysis, the studio decision looked rational.  Considering a broader set of stakeholder issues that involve the customer, the suppliers, and the competition, the decision is more complex.  Students find this example interesting and easy to understand.  Many conclude that the studio executives are buffoons, but it is also important to get students to recognize that hindsight always gives us a clearer view.  
The second article, “The Dysfunctional Family-Film Business” reports again on the motion picture industry.  Here executives recognize that G-rated movies are the highest grossing in the industry.  Their theory was that every G-rated movies brings adults plus children, so ticket sales are higher, plus they are cheaper to produce than action-adventure films.  They were proposing to increase production of G-rated movies to capture the higher margins.  History is repeating itself again, in the same industry!

Assigning and solving problems is a good way to introduce the concepts while expanding on the stakeholder management issues.  Choose problems that have multiple dimensions (after assigning some that address the basics of the computations).  One approach to eliciting the key issues is to:

Step 1:  Computational exercise.  While MBA students as future business leaders may never engage in the computations, they need to understand how they are derived.  My experience with different teaching approaches leads me to conclude that students need this practice.    

Step 2:  Impact of quantitative results.  Except for the simplest exercises, each will have a teaching moment to explore from a managerial perspective.

Step 3:  What if analysis.  Here opportunities exist to use a sensitivity analysis to explore the boundaries of the circumstances.  As important, a teaching moment exists to propose what is not in the analysis.  Similar to the movie studio example, it is useful to move students away from just what is given.  

Summary

While this module contains relatively simple concepts, it is the consequences of those concepts that form the core learning goals in this module.  Students should conclude this module with a clear understanding about how to ask questions and propose scenarios that help make informed decisions related to strategy, stakeholder implications, and resource allocation.
MODULE 5:  Planning and Analysis (2 ½  weeks or 7 classroom hours)
Goals and Learning Outcomes

“One’s philosophy is not best expressed in words; it is expressed in the choices one makes”                 Eleanor Roosevelt

This quote sets the stage for the planning and analysis model.  Organizations can issue press releases, write wonderful mission statements, and make many promises to stakeholders.  The veracity of such statements is tested in the budget.  Where the organization makes its investments tells much more about their priorities and strategies than any mission statement. Set in a stakeholder framework, this module provides many opportunities to look at how resource allocation decisions affect various stakeholder relationships.

At the end of this module, students are prepared to:

· Recognize that budgets have different purposes including, resource allocation, performance goal setting, communication, strategy analysis, and assigning decision rights.  Many of these goals are in conflict so it is important to clarify the purpose and not ask the budget to attempt too many roles.  There are limits to what a budget can accomplish.  We also pose the question, ‘why do organizations need budgets at all?’ to help students see flaws in the system.

· Understand the basic mechanics of budget preparation.  While we don’t dwell on this as we would with accounting majors, we do spend time outlining the process including cash flow budgets.  

· Analyze different budget setting processes to see how it affects behavior, both within the organization and how it affects stakeholder relationships.  

· Recognize that budgeting is a social activity as much as a transactional activity.  It brings many of the organizational dynamics to the forefront.  Culture is a dominant influence in the process, format and outcomes.
· Budgets have implications beyond the organizational boundaries.  Choices made about resource allocation affect environmental practices, social choices about relationship quality with employees, customers, and suppliers, as well as how the organization frames their position in relevant public policy debates.

· Develop the realization that seemingly short term decisions have long term consequences.  While the key is to match a short term solution to a short term problem and a long term solution to a long term problem, often it is a challenge to recognize whether the issue at hand is a short term or long term issue.  The Hanson Ski Case helps to bring out this topic and develops reasoning skills around short term versus long term identification.
· Develop skills to manage the budget once it is created.  Creating the budget takes one set of skills.  Managing it takes yet another.  Budget cuts and other resource re-allocations present their own challenges.  

Readings and Assignments

Every textbook in managerial accounting has chapters on budgeting.  The Simons textbook (Chapter 5) has a good managerial and technical discussion on budgeting.

A few supplementary articles that help expand on textbook discussions are:
· Thomson, Jeffrey C., “Anatomy of a Plan,” Strategic Finance, October 2007, p. 21-28.

· Libby, Theresa, and R. Murray Lindsey, “Beyond Budgeting or Better Budgeting?” Strategic Finance, August 2007, p. 46-52.
· Biased Expectations: Can Accounting Tools Lead to, Rather than Prevent, Executive Mistakes? http://knowledge.wharton.upenn.edu/article.cfm?articleid=1922
· Jensen, M.C., 2003.  “Paying People to Lie:  The Truth About the Budgeting Process,”  European Financial Management, Vol. 9, #3, pp. 379-406.

· Cote, J. and Latham C.K., 1999. “The Merchandising Ratio:  A Comprehensive Measure of Working Capital Strategy.” Issues in Accounting Education,  Vol. 14, No. 2, pp.255-269.
Assignments in this module can be a few textbook problems to guide students through the technical aspects.  From there cases are useful in bringing out the managerial and stakeholder issues.  The choice of cases is partially dependent on the books assigned for the term as some rich cases are not available as standalone cases students can purchase, but only available in textbooks.
In the Simons textbook, the Hanson Ski case is an excellent case to illustrate issues that surround a seasonal manufacturing firm and the common cash flow issues.  Solutions to the cash flow dilemma offer the opportunity to explore various stakeholder tensions and tradeoffs.

An older textbook has wonderful cases that are simple computationally but rich managerially:

Young, David W., “Introduction to Financial and Management Accounting: A User Perspective”, Southwestern Publishing, 1994.

In this textbook, two cases stand out as particularly instructive:

El Conejo Auto Clinic.  This case is simple to prepare but the data is presented so that different scenarios can be explored as well as different implications for owners, customers, employees, suppliers.

Moray Junior High School.  This case presents the budget but requires students to make a 12% budget cut.  It requires an understanding of cost behavior.  Students approach the budget cutting exercise differently depending on their personal views of education spending.  This offers opportunities for lively debates.

Teaching Plan 

Planning and analysis is not the dynamic topic that tops the most popular list on business press websites.  The good news is that unlike other accounting topics, most MBA students have experienced budgeting within their organization.  They provide rich examples for class discussion.  It is helpful to start the class by taking a few minutes to have the class develop these examples.  To get the discussion going it is sometimes useful to have them respond in writing to questions such as:

· How do you interact with budgets in your organization?

· What is the purpose of budgeting in your organization?  Planning?  Setting performance targets? Resource Allocation?  Communication?

· Provide an example where budgeting is successful in your organization.

· Provide an example where budgeting creates more problems then it solves.

· Do people play games in the budget process?  Provide examples. 

Communicating the learning goals for this module can proceed in many different ways.  One approach that has been successful is to move from purpose to process to analysis.

Purpose

Here we not only outline the textbook purposes for budgets, but examine the uses and misuses of budgets.  We explore the social aspects of budgeting to understand how games are played in budgeting and to what extent they are productive or destructive.  Budgeting gamesmanship is discussed after reading the Strategic Finance articles.  One insightful student recently pointed out that where everyone in the organization agrees about how the budget process should operate, then whether there are games played or not is irrelevant.  If everyone expects games, then they are functional to organizational progress.  It is where games are played by one group and prohibited by the other that game playing creates problems in organizations.
We also explore how different the process is in different organizations.  Referring back to Chapter 4 in the Simons text, we can make linkages to the inputs – process – outputs model to see how profit planning in organizations depends on the type of organization as well as the culture within the organization.
Process

We work through the mechanics using cases and shorter textbook problems for practice.  Profit planning as well as cash flow budgeting are included in this step.  The Merchandising Ratio article is useful to discuss here.  It outlines the cash conversion cycle.  This ratio measures the number of days that cash is tied up in the organization as products move from raw materials to finished goods inventory to accounts receivable and ultimately back to cash.  It can be presented as either a conceptual model, where it is used by managers to evaluate how choices affect the flow of cash through the organization.  Alternatively, it can be used computationally to evaluate cash flow situations.  
Analysis

The bulk of the time is spent at this step.  Stakeholder issues can be fully discussed.  Some examples to illustrate how these issues unfold are:

· Scenario analysis. When using budgets to explore alternative structures, resulting strategy shifts may produce additional resources.  This provides opportunities to analyze which stakeholder(s) should benefit from these resources.  Should we lower prices, raise salaries, offer better terms to suppliers, or increase profits?  The El Conejo Auto case is excellent for exploring the depth and complexity of the issues surrounding profit planning and analysis.  It provides opportunities to see how changes in prices, efficiencies, capacity create resources that can then be strategically allocated to stakeholders.

· Efficiencies and full cost accounting.  Discussions around efficiencies produce opportunities to explore how efficiencies for one stakeholder may create costs for others.  We recently looked at this in the context of healthcare.  The cost for sterilizing minor equipment outweighs the cost for disposable units.  For instance, suture scissors are used once and discarded in many hospitals.  We explore this from the hospital’s perspective and also from an environmental perspective.  Once we develop one example we find many similar situations where efficiency for one stakeholder is a cost for others.  This is a good opportunity to assign to students to create a mini-live case example.

· Budget cuts and the resulting impact on stakeholders. Probably the most challenging managerial task is cutting the budget.  It is hard to bring a live budget cutting example to class, so a good case is the best approach.  The Moray Junior High School case is an older but dynamic case.  It asks students to make a 12% budget cut to an already stretched middle school budget.  Students’ analyses often bring out their own views of education which provides a springboard to talk about the complexity of managing stakeholder expectations.  Creating a role play situation where a panel of students are designated to act as the Board of Education and the rest of the class are assigned roles for various stakeholder interests, such as parents, teachers, local employers, concerned taxpayers brings out the stakeholder positions in a dynamic class meeting.   
· The Hanson Ski case examines the issue of cash flow management.  The company is seasonal and they are faced with a cash flow deficit that cannot be covered with their line of credit.  Students can develop 10-12 alternatives to resolve the deficit.  The points to emphasize are that short term problems should have short term solutions and long term problems need long term solutions.  For instance, while selling more stock might resolve a seasonal cash shortage, it changes the long term capital structure for the firm. Once students recognize this the list of alternatives winnows to a handful.  From there the stakeholder issues take center stage.  Hanson Ski needs to consider how different stakeholders will react when called upon to help resolve the cash flow deficit.  For some it will permanently change the relationship, which again is a long term effect for a short term problem.  
Of all topics in MBA level accounting, budgeting is the most universal.  Managers will be working with budgets.  Each organization uses a unique budget process.  What they have in common is that they are socially determined, technically based documents.  While an entire semester could be devoted to budgeting, this module points out the critical aspects to covey.  
MODULE 6:  Activity Analysis (2 ½ weeks or 7 classroom hours)

Goals and Learning Outcomes
While most MBA students will not be involved in product costing, we use the product costing methodology to create activity analyses to assess how inputs lead to outputs.  This continues the theme of the course ‘what should we measure and how should we measure it?”.  This topic is highly relevant to managers.  Every manager is affected by cost allocated from a central resource.  It is critical to understand how those costs are apportioned.  Choices of cost drivers affect not only inter-departmental budgets, but prices, product level profitability and resulting strategic decision making based on financial analyses.  Much of the discussion emphasizes the customer and customer profitability.  If we can understand what differentiates one customer from another, we can then manage those drivers in a way that satisfies customer needs while retaining profitability for the organization.

Whereas in a traditional cost accounting class, this would be a central topic, for MBAs time spent on mastering the calculations is minimized in exchange for a rich discussion related to the impact that choices of what to measure and how to measure have on key stakeholders and strategic direction.  When completing this module, students recognize that cost allocation:

· Often serves as a tax.  This can be intentional or unintentional.  A story highlights this outcome.  A project manager from Microsoft was interviewed regarding cost allocation during a guest speaking visit.  He commented that his team was housed in one of the older buildings on the Microsoft campus.  He envied the new facilities and recognized that he was paying for the new facilities in the overhead charges built into his budget.  He noted that he could develop new products for less money if his team was not part of Microsoft, but that his products have a much higher probability of success with the Microsoft brand.  He viewed the overhead charges as the tax required for developing products with the Microsoft label.

· Can provide causal insights related to inputs and outputs.   When properly designed, a cost driver represents the linkage between the inputs and the output.  The stronger the causal linkage the better the information becomes for decision making.  Reliance on poorly designed cost allocation schemes has consequences for products, process and stakeholders.

Readings & Assignments

Before the higher level insights can be addressed, students must understand the mechanics of cost allocation, job and activity based costing.  Most managerial accounting textbooks have good treatment on these subjects.  Assigning the reading, practice problems and quizzes insures that the students have acquired this baseline knowledge.  Without this students are unequipped to absorb the strategic impact.

One of the first readings then assigned is designed to illustrate how cost allocation can be used to confuse and abuse stakeholders:

Bengel, R. and Ikawa, B. 1997. . “Where’s the Profit?” Management Accounting. January, pp. 40-47.

This article uses the movie industry to illustrate how cost allocation is used to minimize profit, thus reducing the compensation provided to actors and other artists whose contracts specify a share of the profit.  Through clever allocation and re-allocation of costs, many films publicly thought to be a success show substantial net losses.  This not only illustrates the importance of cost allocation and knowing how costs are allocated but it is a dramatic example of how cost allocation is used to disadvantage key stakeholders.  Both the operational and ethical implications should be developed in class discussion.

Setting the stage to discuss cost allocation as a tax, students read: 

Merchant, K. A. and Shields, M.D., 1993.  “When and Why to Measure Costs Less Accurately to Improve Decision Making.” Accounting Horizons.  Vol. 7, No. 2., pp. 76-81. (email Janecote@vancouver.wsu.edu to request this article)
This article examines cost allocation using two concepts, precision and bias.  The message is that the best cost driver might not always be the most accurate cost driver.  It shows how companies might choose to allocate costs to elicit highly functional behaviors from employees.  Similar to setting your watch ahead to make sure you are on time for appointments, some firms set cost drivers for the sales force so that they do not offer dramatic concessions to customers.  Imprecise cost allocations might be used to induce employees to use new technology and abandon the old.  This is an indirect way to effect behavioral change.  Obviously it has the potential for misuse, but employed with the right motivations, it can be effective.  The article focuses on cost allocation for internal effect.  However, taking this further, there are implications for how cost allocation can be used to motivate behaviors in interactions with other stakeholder groups.

This leads to the discussion about customer profitability.  There is evidence that ABC is a useful tool in the marketing function.  Many companies have used lean practices to improve production operations and costs.  Those organizations are turning to the marketing function to find further cost efficiencies.  Customer profitability analysis is one tool to determine what a customer costs.  Similar to product costing, customers are heterogeneous in the demands they place the company.  The following readings are useful in illustrating these concepts:

Morton, W. 2002.  “The Unprofitable Customers - How you can separate the wheat from the chaff.”  Wall Street Journal. October 28.

Kaplan, Robert S., and V.G. Narayanan. “Measuring and Managing Customer Profitability.” Journal of Cost Management (September/October 2001): 5-15. (email Janecote@vancouver.wsu.edu to request this article)
Teaching Plan

Most of the assignments in this module are case analyses.  There are so many fun, as well as insightful cases that every semester is different.  To put the cases into a useful framework:

1.  Introductory cases.  These are designed to teach the basics of costing (beyond textbook assignments).

· Classic Pen.  This is an HBR case that is popular and easy.  While it’s easy, it is also very useful as is clearly demonstrates both the mechanics and strategic implications in ABC.
· La Grande Alliance Restaurant Francaise (HBR case).  Time permitting I usually start with this case as a way to get students to see the different uses of cost information, when it is relevant and when it is not.  Students must price a menu after having access to a wide range of cost information.  My best experience with this case was when two students, chosen randomly put up their prices.  As I recall, the prices were something like:

	
	Student #1
	Student #2

	Consommé 
	$12.00
	$4.00

	Lobster
	$5.00
	$18.00



When asked about process, Student #1, an accountant by day, said that he carefully costed out the time and materials and added a margin.  The consommé requires much labor to finely chop the vegetables and strain the broth.  Whereas the lobster, just gets dunked into hot water and presented on the plate.  Student #2, a marketing representative by day, was then asked how he got his prices. He quickly responded that he ignored the costs and just looked at what customers would pay.  It could not have been planned better and the discussion of the role of cost information in decision making was a lively one.

2.  Costing issues with strategic implications.

a. Destin Brass (HBR).  This case is useful for bridging understanding ABC with a clear strategic message.

b. Standard Soap (Institute of Management Accountants).  This case uses an easy to understand product to illustrate that when manufacturing a range of heterogeneous products, it’s critical to examine the process and how actions translate into costs.

c. Western Dialysis (Institute of Management Accountants).  This case demonstrates how challenging it can be to determine the right cost drivers.  Relying on personal judgment related to how much time is committed to different activities is misleading.

3.  Customer Profitability.

a. Kanthal (HBR).  This is a classic customer profitability case.  It is an HBR case that illustrates how understanding what a customer is costing you is critical to not only strategic decision making but perhaps survival.

b. Columbo Frozen Yogurt (Institute of Management Accountants).  This looks at issues related to costs associated with different outlets.  Columbo sells both to company owned stores and convenience outlets.  Both are treated the same but through customer profitability analysis, it is clear that pricing as well as promotional offers should be different depending on the sales outlet. 

The customer profitability readings and cases provide a springboard to examine how the organization can measure contributions to and from stakeholders.  Examining the tangible and opportunity costs is a challenge but well worth the effort.  By measuring only those assets that appear on the balance sheet, the organization’s attention can distracted from meaningful opportunities to build value.  This topic is relevant not only in business organizations but also in nonprofit organizations where ‘return on investment’ is critical to measure to both inform donors and understand how to best allocate scarce resources for maximum service delivery.

Summary

Building on the themes of (a) what to measure and how to measure and (b) causality, this module examines overhead allocation through the lens of activity based costing.  Students learn basic computations from which they can move towards a strategic understanding that emphasizes the need for all managers to be actively involved in the design and use of cost systems.
Live Oral Examination

Live Case Analysis Grading Rubric
Live Case Analysis Sample Student Project
Summary Course Notes
Accounting Measurement for Leaders is a course that is designed to weave the technical accounting concepts with skill development in measurement and causality, to build the analytical competence necessary for executive decision making.  Throughout the course students are asked to consider the impact of the decisions they recommend from various stakeholder perspectives.  The aim is to develop analytical reflexes that trigger when complex decisions are at hand, requiring sophisticated understanding of measurement issues, to come to a decision that retains balance among the organization’s key constituents.   In the end the students recognize that accounting is not the boring task left best to the accountants, but a dynamic system that drives decision making.  As leaders, they must set the direction for creating meaningful and honest accounting systems.
Whether stakeholder issues are presented overtly or covertly throughout the course, by the end students see the rhythm inherent in their recommendations.  Without much coaching from the professor, students volunteer alternative solutions and create rubrics for managing conflicting stakeholder expectations.  The curriculum is careful to avoid preaching a specific ideology.  This helps students assimilate the content neutrally.  Often their recommendations do reflect their own world views and this then offers opportunities for meaningful debate and discussion.  In the end, students exit the course with an accounting toolkit and analytical skills that guide them in making the complicated decisions they will face as future business leaders.
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