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1. xOEXENRES.
he publicly held business corporation is an awesome social invention. Millions of

individuals voluntarily entrust billions of dollars, francs, pesos, etc. of personal wealth to the
care of managers on the basis of a complex set of contracting relationships which delineate the
rights of the parties involved. The growth in the use of the corporate form as well as the
growth in market value of established corporations suggests that at least, up to the present,
creditors and investors have by and large not been disappointed with the results, despite the
agency costs inherent in the corporate form.

Agency costs are as real as any other costs. The level of agency costs depends, among other
things, on statutory and common law and human ingenuity in devising contracts. Both the law
and the sophistication of contracts relevant to the modern corporation are the products of a
historical process in which there were strong incentives for individuals to minimize agency
costs. Moreover, there were alternative organizational forms available, and opportunities to
invent new ones. Whatever its shortcomings, the corporation has thus far survived the market

test against potential alternatives.

(1 #2) Jensen Michael C..and William H.Meckling, "Theory of the Firm: Managerial Behavior,
Agency Costs and Ownership Structure,” Journal of Financial Economics, Vol. 3 (October
1976)
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The fact that disruption can take time helps to explain why incumbents frequently overlook disrupters.
For example, when Netflix launched, in 1997, its initial service wasn't appealing to most of Blockbuster's
customers, who rented movies (typically new releases) on impulse. Netflix had an exclusively online
interface and a large inventory of movies, but delivery through the U.S. mail meant selections took several
days to arrive. The service appealed to only a few customer groups—movie buffs who didn't care about new
releases, early adopters of DVD players, and online shoppers,

However, as new technologies allowed Netflix to shift to streaming video over the internet, the company
did eventually become appealing to Blockbuster's core customers, offering a wider selection of content with
an all-you-can-watch, on-demand, low-price, high-quality, highly convenient approach. And it got there via
a classically disruptive path. If Netflix (like Uber) had begun by launching a service targeted at a larger
competitor’s core market, Blockbuster's response would very likely have been a vigorous and perhaps
successful counterattack. But failing to respond effectively to the trajectory that Netflix was on led
Blockbuster to collapse.

(7 : Christensen Clayton M. and others, “What Is Disruptive Innovation?” , Harvard Business Review,

December 2015) 988
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Sources of Value Creation at the Corporate Level

Economists and strategy researchers have identified several factors that influence an organization's ability to
create value through a broad corporate scope. Economic theory suggests that the optimal scope of activity of a firm
depends on the relative transaction cost of performing a set of activities inside the firm versus using the market
mechanism. Transaction cost economics implies that the multi-product firm is an efficient choice of organizational
form when coordination among independent, focused firms is costly due to market transaction costs.

Transaction costs can arise out of several sources. They may arise if the production process involves specialized
assets such as human capital skills, proprietary technology, or other organizational know-how that is not easily
available in the marketplace. Transaction costs also may arise from market imperfections such as information and
incentive problems. If buyers and sellers cannot solve these problems through standard mechanisms such as
enforceable contracts, it will be costly to conduct transactions through market mechanisms.

For example, public capital markets may not work well when there are significant information and incentive
problems, making it difficult for entrepreneurs to raise capital from investors. Similarly, if buyers cannot ascertain
the quality of products being sold because of lack of information, or cannot enforce warranties because of poor legal
infrastructure, entrepreneurs will find it difficult to break into new markets. Finally, if employers cannot assess the
quality of applicants for new positions, they will have to rely more on internal promotions rather than external
recruiting to fill higher positions in an organization. Emerging economies often suffer from these types of transaction
costs because of poorly developed intermediation infrastructure. Even in many advanced economies, examples of high
transaction costs can be found. For example, in most countries other than the U.S., the venture capital industry is not
highly developed, making it costly for new businesses in high technology industries to attract financing. Even in the
U.S., transaction costs may vary across economic sectors. For example, until recently, electronic commerce was
hampered by consumer concerns regarding the security of credit card information sent over the Internet.

Transactions inside an organization may be less costly than market-based transactions for several reasons. First,
communication costs inside an organization are reduced because confidentiality can be protected and credibility can
be assured through internal mechanisms. Second, the head office can play a critical role in reducing costs of enforcing

agreements between subunits. Third, subunits can share valuable nontradable assets

(such as organizational skills, systems, and processes) or nondivisible assets (such as brand names, distribution
channels, and reputation)

There are also forces that increase transaction costs inside Top of an may

lack the specialized information and skills necessary to manage businesses across several different industries. This
lack of expertise reduces the possibility of actually realizing economies of scope, even when there is potential for such
economies. This problem can be remedied by creating a decentralized organization, hiring specialist managers to run
each business unit, and providing these managers with proper incentives. However, decentralization will also
potentially decrease goal congruence among subunit managers, making it difficult to realize cconomies of scope.

Whether or not a multi-business organization creates more value than a comparable collection of focused firms is,
therefore, context dependent,

(H80) Palepu, K. G., Healy, P. M., 2008 “Business Analysis & Valuation: Using Financial Statements”, 4th edition,
Thomson South-Western. f=#2L, —81&48BLTLS. 83
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(1) OBIV O DRBEBA L. Here is & restatement: If K is the closure of a bounded region 0, if  is continuous on K
(2) D? OMESE P & 1 DERE X, - and holomorphic in ©, then

R % 1@ < Ifllen (6]
8) (2) TERIRLZ P i3y K|=P 72 K .
@ (r)% ;ILXKﬂ,Z";;LL;wi:;?“m’i“ \id Jor every z € Q. If equality holds at one point z € Q then f is constant.
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This is the name usually given to the following theorem. (%)

W122 Theorem  Suppose f € H,"** |flleo < 1,* and £(0) = 0. Then
lf@ <2l (ze0), @)
IFoI<y @)
if equality holds in (2) for one z € U~ {0}, or if equality holds in (3), then f(z) = Az, where
X is a constant, || =1.

In geomeric language, the hypothesis is that f is & holomorphic mapping of U’ into U
which keeps the origin fixed; part of the conclusion is that either f is  rotation or f moves
each z € U — {0} closer to the origin than it was.

PROOF. Since £(0) = 0, f(z)/= has a removable singularity at z = 0. Hence there exists

g€ H(U)"S such that f(2) = z9(z). If z € U and |z| < r <1, then

)]
-

Letting r - 1, we see that |g(z)| < 1 at every z & U. This gives (2). Since /'(0) = (0), (3)

follows.

(FBRMOTHILERE) m

lo(2)] < max

i
B

Many variants of the Schwarz lemma can be obtained with the aid of the following mappings
of U onto U

*1'A rogion is & nonempty connected open subset,of the complex plaze.
+2 o s the space of all bounded holomorphic functions in U.
BU=(zeC: <1}

4 [flleo = s0p{1(2)|: 2 €U},

*5 Tho class of all bolomorphic functions in € will be deoted by H(@).
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W124 Theorem  Fiz @ € U. Then pq is @ one-to-one mapping which carries T onto T,"®
U onto U, and @ t0 0. The inverse of po is ¢—a. We have

GO =1-lof, )= =g

PROOF. ¢, is holomorphic in the whole plane, except for a pole at 1/ which lies outside U.
Straightforward substitution shows that
P-alpalz) =

Thus , is one-to-one, and (_g is its inverse. Since, for real £,

(2 and 7 have the same absolute value), o maps T into T} the same is true of ¢_; hence
%a(T) = T. Tt now follows from the maximum modulus theorem that ¢o(U) C U, and
consideration of _ shows that actually a(U) = U. "
[#i%] W. Rudin, Real and complex analysis. 3rd ed.

McGraw-Hill Book Co., 1987.
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» Eukaryotic cells may have originated as predators

Eukaryotic cells are typically 10 times the length and 1000 times the volume of prokaryotic cells, although
there is huge size variation within each category. They also possess a whole collection of features—a cytoskeleton,
mitochondria, and other organelles—that set . them apart from bacteria and archaca.

> When and how eukaryotes evolved these systems remains something of a myster

Although cukaryotes,

bacteria, and archaea must have diverged from one another very early in the history of life on Earth, the eukaryotes
did not acquire all of their distinctive features at the same time. According to one theory, the ancestral eukaryotic
cell was a . predator that fed by capturing other cells. » Such a way of life requires a large size, a flexible
membrane, and a cytoskeleton to help the cell move and eat. The nuclear compartment may have evolved to keep
the DNA segregated from this physical and chemical hurly-burly, so as to allow more delicate and complex control
of the way the cell reads out its genetic information.

Such a primi th a nucleus and cytoskeleton, was most likely the sort of cell that engulfed the free-
living, oxygen-consuming bacteria that were the likely ancestors of the mitochondria. This partnership is thought
to have been established 1.5 billion years ago, when the Earth’s atmosphere first became rich in oxygen. A subset

e cell,

of these cells later acquired chloroplasts by engulfing photosynthetic bacteria.

Model organisms

All cells are thought to be descended from a common ancestor, whose fundamental properties have been
conserved through evolution. Thus knowledge gained from the study of one organism contributes to our
understanding of others, including ourselves.
laboratory. Some reproduce rapidly and are convenient for genetic manipulations; others are multicellular but
transparent, so that  one can directly watch the development of all their internal tissues and organs. For reasons

But certain organisms are casier than others to study in the

such as these, large communities of biologists have become dedicated to studying different aspects of the biology
of a few chosen species, pooling their knowledge to gain a deeper understanding than could be achieved if their
efforts were spread over many different species. Although the roster of these representative organisms is
continually expanding, a few stand out in terms of the breadth and depth of information that has been accumulated
about them over the years—knowledge that contributes to our understanding of how all cells work

(tH# : Essential Cell Biology, 4th Edition, Garland Science X ¥ fif, —#et%&, )
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By 2050 there will in all likelihood be close to 10 billion people on Earth. Will the world's farmers be able to produce
Food

enough food to give all of them an adequate diet that will allow every person a fair opportunity at a fulfilling |
production is linked to the weather, and the climate is changing. Can we adapt plants to the new conditions, both by breeding
o

environment, 50 as to maintain a favorable food-to-population balance into the next century? This is a tall order for farmers,

new varieties and by changing agricultural practic ) degrading the

2 Finally, can we produce food sustainably,

agricultural scientists, and everyone else working in the food production system. It is also a huge challenge for the political
and social institutions that have the responsibility and/ or goal of ensuring food equity for everyone. aIhe challenge of food
‘Broduction is not something for the distant future. Indeed, the future is upon us, and the time to deal with it is now! The solution
has to come from increasing productivity on each arable hectare now under cultivation.

It is not only an expanding population that requires more food. Rising affluence increases the demand for grains o raise
animal products (meat, dairy, and farmed fish). As noted in Sections 1.3 and 2.3, this is an inefficient process. The demand for
food, reflecting both population increase and a higher standard of living, is expected to increase by at least 50% by 2050.
It should be clear from reading this book that growing crops and providing food is a complex and multifaceted enterprise.
eneticists to create better crop varieties and keep ahead of

The process depends on farmers of course, but pit also requires

evolving pests and diseases; agronomists 1o test best practices in the field; engineers to develop new machines for-plaating,

cultivating, and harvesting; educational opportunities at all levels (especially for the women who do much of the farming on

subsistence farms); and research and on-farm trials in many locations. But even that it is not enough. Feeding the world
popultion willrequire government poliics that support th ultmate goal of feding the peaple ofal countres. Scientstscan
develop ways to produce food and farmers ca

at fair prices to evervone, rich and poor, in cities and in rural areas.

plement these methods, but they will fall short if the food is not available

(#49% : Plant, Genes and Agriculture, Oxford University Press k& 9 — i & %)
(EMR)  variety: &, tall order : MR, arable hectare : BHEF R~ # — /b cultivation
grains : 84 : farmed fish: WA, geneticist : MEFH . agronomist : MEH
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