Investment Alternatives and Shareholder Value
Below I shall address and explore the contributions and risks associated with the topics in business company stock buyback, stock splits, dividend increases, reengineering projects, company improved growth via new markets or products and finally improved shareholder and investment risk. 

1. Stock buybacks – According to an online publication Divided Money in an article Stock Buybacks: who benefits the most the authors state that stock buybacks are when a company buys back their own stock. On the contribution side what this means is that a company’s earnings are now split across fewer shares. One of the principal functions of stock buybacks is to use up excess cash and by doing so the company earns a better return on their investments with payouts to the shareholders without raising dividends. On the risk side if for example entities were to be looking at acquiring companies for continued growth cash rich companies are more attractive so a balance must be struck between shareholder advantages while not taking the company off the slate for other future business possibilities. 
2. Stock splits – Anthony, Hawkins and Merchant (2007) Accounting texts and cases explain on the contribution side that a shareholder for example holding say 500 shares of stock would at no cost receive an additional 500 shares that has been previously held which would double the total held before the split. Stock splits increase the number of shares of outstanding stock with no change in the shareholders proportional interest in the company. A stock split has no effect on shareholders equity.  No transfer of retained earnings goes too paid in capital. On the risk side if a stock has a par value of $1 than after the split the par value will be $0.50 this is done to reduce the price of a share of stock making the stock more appealing to a wider range of investors and it is this wider range of investors that can overrun the present controlling shareholders’ interest. This act can skew the power base of the company.
3. Dividend increases – Anthony et al. (2007) states that the earnings to share holders come from dividends on the contribution side not only come from dividends but also from retained earnings. And, it is these retained earnings that a company invests to presumably put into income producing assets which increase the dividends, good for any investor. On the risk side if income producing assets are not being produced but several indicators can be used to spot the trouble. Here the Dividend yield formula divides Dividends per share by Market price per share making a percent value. Hershey Chocolate Company for example in their 10K 2008 annual report has listed their dividends per share at $1.19 and their market price per share at $34.74 when the formula is applied equals 3.43%. Also, another indicator the dividend payout takes the dividends and divides them by net income equaling percent. For 2008 Hershey has the total dividends at $197,839 thousand and the net income of $311,405 thousand which using the formula yields 63.53%. Here trouble would be noted if both of these percentages were seen to be going down over time. 
4. Reengineering projects – here on the contribution side is used the price earnings ratio formula to help determine the feasibility in growth earnings whether a company should or can invest in future performance assets. The price earnings P/E ratio is the market price per share divided by the net income per share with the answered given as times. Here for example UnitedHealth Group, Inc. from their 10K 2008 annual report had a market price per share of $200.45 in 2007 and $91.69 in 2008 with a net income per share in 2007 of $3.55 and in 2008 of $2.45 using the formula equating the answer in times gives us 56 times in 2007 and 37 times in 2008 a remarkable drop in the company’s ability to invest in future performance assets. This of course signifies the risk side where the greater economy (the recession) shows up at your door step saying no to what could be future ventures now weigh laid. But at least there is a measurable way of determining the issue. 
5. Company improved growth via new markets or products – Here I have found a magnificent tale of success. From Kim (2005) Mastering business in Asia is a case study of a South Korean online bookstore named Morning365. Founded in 2000 the largest share holder CEO of Morning365 a Mr. Ji Soo Park conceived of a logistical idea to utilize the subway system in Seoul to forward e-commerce in Korea where the use of efficient transportation was seen as a means to sell online books across Seoul. Utilizing a combination of subway, convenience store and door to door delivery methods Morning365 grew quickly thus in 2002 the company’s sales were $258 million. On the contribution end given the fact that online book stores hold no inventory the business offers a greater competitive discount to their customers by way of an order-to-order basis. By setting up a series of what Morning365 called Happy Shop stands (kiosks) throughout the subway system buyers in Seoul could order on line and at their convenience as they go about their day could at a stand of their choice pick up their books. This according to Kim increased sales by 30% where daily sales ranged around $60,000. On the risk end of things start up businesses face many obstacles and for Morning365 that obstacle came in the form of the traditional book sales business heralding a market of $2.45 billion in Korea. Feeling threatened, the traditional book sales business by way of their political clout had enacted in 2003 the fixed price rule according to Kim “which prohibited the online bookstores from discounting books published within one year” so the risk for Morning365 was investment in future capital intensity projects since the fixed price rule dropped their discount percent from a typical 50% to 20% and even no percent of discount for new books and then they even had to drop their delivery cost charge on orders of $2.18 plus 3% of sales due to opening competition. Here Morning365 was faced with the future loss of continuing to build their Happy Shop stands within the subway system. The Happy Shop stands equated to 50% of all Morning365 sales so if the total sales were $258 million the Happy Shops were responsible for $129 million in sales for 2002. The fixed asset cost to run and operate one Happy Shop stand is $2000 per month. Morning365 ran 50 Happy Shops across the subway lines in Seoul. So, at $2000 a month times 12 months times 50 stands equaled $1.2 million in property, plant and equipment operation costs. So, to derive the capital intensity the sales revenues divided by property plant and equipment equaling times we have $129 million / $1.2 million = 107.5 times this speaks to how efficient their system was designed and why after a Series of financial set backs Morning365 is still around today.  
6. Improved shareholder and investment risk – In simple terms Hershey do Brazil. In 2001 Hershey Chocolate Company acquired a small business (Hershey does not state the name of the business) in Brazil. On the risky side by 2007 it had not gained an adequate distribution or profitable scale market. To improve the performance of the business in January 2008 Hershey entered into a cooperative agreement with Pandurata Alimentos LTDA “Bauducco” a brand name of a leading manufacture of baked goods. In the fourth quarter of 2007 Hershey recorded a goodwill impairment charge and approved a business realignment to improve financial performance of the business in Brazil. Realignment and impairment charges were $4.9 million in 2008 and $12.6 million in 2007. On the contribution side Hershey do Brazil became one aspect of a program started in 2007 called the business realignment initiative across a three-year period of a global supply chain transformation with a cost estimated at $525 million hoped to improve efficiency thus making Hershey more attractive to new investors and add to the bottom line of present shareholders.   
With which of these options is riskier and why it depends on how you view the risk and what it is you hope to accomplish. I think that stock buybacks and stock splits have a tremendous ability to destabilize continuity of focus on what matters with contiguous operations. Here as the human power base shifts in ownership an inherent jockeying of position occurs forming what may be unnecessary distractions of operations. I think the greatest increases of value come as a result of adding on to the physical plants ability to produce product improvements and educational enhancement in the merchandise or the services rendered. This will always have the effect of diminishing risks for stockholders and investors. Public awareness on the merchandise or services is increased and guesses what; more money is made for everyone.      
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