AAA CONSTRUCTION: A FAMILY BUSINESS IN CRISIS

Donald L. Lester, Arkansas State University
Case Objectives and Use

This case demonstrates the difficulties encountered by small family businesses through the example of a repair-oriented construction company.  A fairly long history is included so that students might get a realistic picture of how family and business continue to overlap throughout their history.

Undergraduate students in Small Business Management, Entrepreneurship, Family Business, or New Venture courses would find this case relevant to their studies.  

Specific objectives include:

1. To provide students with an identifiable decision point that they can focus on, in particular should Joyce Hudson invest another $250,000 in her family business or not.

2. To open up the world of family business and its unique corporate culture to students.  Many of them will be employed by a small or family business upon graduation.

3. To demonstrate the effects of conflict in a small business between family members and non-family members.

4. To identify the issue of succession in a family business and how AAA failed in its efforts to provide a smooth transition after the death of its founder.

Case Synopsis

AAA Construction was a thirty-six year old insurance repair company in Memphis, Tennessee.  Its founder, Jack Hudson, had passed away in the summer of 1999, and his widow, Joyce, was trying to deal with her grief while discovering problems with the company of which she was previously unaware.  Her grandson David Robbins had become AAA’s new president, and he was demanding that she put $250,000 into the company immediately.

Only a month or so earlier Joyce had mortgaged her home to provide Robbins with approximately $100,000.  Although AAA’s sales and work in progress were in line with recent years, Joyce was concerned the $250,000 might not be the end of Robbins’ requests.  As a new widow and a doting grandmother, she was torn between the hope of Robbins’ competence versus the reliability of the information she was being provided.

Contact Person:  Donald L. Lester, Arkansas State University

College of Business, P.O. Box 59, State University, AR 72467-0059

Voice: (870) 972-3430
Fax:  (870) 972-3833

e-mail:  dlester@astate.edu
A DECISION ABOUT RISK IN THE OIL BUSINESS

Gary Clendenen & Deb Hulse

University of Texas at Tyler

Case Objectives and Use

This case demonstrates the risk inherent in the oil industry by reviewing the history of the industry and tying oil prices to world events such as world wars, OPEC, inflation, etc.  It then demonstrates differences in opinion about suitable amounts of risk through the eyes of partners with different risk tolerances.  Students are asked to make a fundamental decision clearly linked to the level of debt and the amount of risk in the partnership.

The case is suitable for undergraduate or graduate courses in Entrepreneurship or Strategic Management.  It would fall naturally into sections of the course where risk or risk management are discussed and could be used mid-semester or later.

Case Synopsis

A geologist and an accountant with several years of experience in the oil industry have formed a partnership.  They bought existing oil and gas production, reworked wells as needed, and operated wells keeping expenses low.  The partners commonly relied on financing from banks to purchase the production and from time to time had significant debt.

In the case, the partners were presented with an opportunity to purchase existing production.  They agreed that the lease was a good buy and presented them with a good business opportunity.  The question they faced was about risk and risk tolerance.  It would require significant debt to purchase the lease.  One partner was worried about the amount of debt given that oil prices could fall precipitously again.  He did not wish to purchase the lease.  This partner vividly recalled 1998 when the partners borrowed a lot of money and made a large acquisition.  Due to circumstances beyond the partners' control, oil prices collapsed in early 1999 and the partners were to the point of considering bankruptcy in 1999.  The other partner was more optimistic and wanted to borrow the money and make the acquisition.

The case takes place about a year after the partners considered bankruptcy.  Oil prices had recovered somewhat and the partners' cash flow had improved although they still didn't have much cash.

______________________________________

Contact Person:  Gary Clendenen, University of Texas at Tyler

Mail:  3900 University Boulevard, Tyler, TX 75799

Voice:  (903)-566-7354; email: gclenden@mail.uttyl.edu

CAN HUBBARD’S CONTINUE AS A SOCIALLY RESPONSIBLE COMPANY?

Jodyanne Kirkwood and Diane Ruwhiu, University of Otago, New Zealand

Case Objectives and Use

This case illustrates a company that has grown from an owner-operator business into a successful manufacturer that employs over 115 people.  The owner, Dick Hubbard is a classic entrepreneur – he is innovative, creative, growth focused but all the while he focuses on the business that bears his name being socially responsible.   Students are encouraged to debate the issues in the case and raise some of the possible future scenarios for the company.  

The case shows how the business has grown over the years, but focuses on the following issues: social responsibility, triple Bottom line reporting and governance.  There are a large number of ways in which to approach this case, but the interesting situation the company is faced with at present will provide a good case to discuss the issues involved with adding a board of directors to an entrepreneurial company.  The company is a particularly distinctive one in terms of the way it operates, and there are some questions about whether the company will be able to continue using its present socially responsible stance.

Case Synopsis

Hubbard’s Foods Limited (Hubbard’s) is a breakfast cereal manufacturer in Auckland, New Zealand with 116 employees and has an annual turnover of approximately NZ$25 million (approximately US$10 million).   Dick Hubbard is the founder of the company and is nationally famous for the creative and innovative range of breakfast cereals he sells, and for his stance on social responsibility. 

While Hubbard’s has few problems currently, the major change the company is facing at present is the recent addition of a board of directors.  This has been a total shift for Hubbard’s from Dick operating in an owner/CEO role, to a new structure which gives some of the decision making responsibility and strategy development to a high level board of six members, including Dick.   Before the addition of a Board, Dick was a hands-on CEO and had only recently employed managers to be in charge of functions such as marketing and operations.  Will Dick be able to maintain the strong socially responsible ideals he has for his business?  What does the new board mean for the company?    Will there be problems in the future for the company that had been run in such an entrepreneurial manner by Dick?





CHIPCO INTERNATIONAL

Thomas C. Leach, University of New England

Case objectives and use

This case illustrates the risks of small business/entrepreneurship management that can occur from external sources and that result in a crisis threatening the existence of the company.  Students must recommend strategic decisions for the company owner and CEO that encompass all functional areas of the company.

The teaching note and case are intended for undergraduate courses in small business management/entrepreneurship. The case would be useful toward the end of a small business/entrepreneurship class, since the issues involve all of the functional areas.  This could be a take home final exam for the class.  For business strategy classes the case could work well for illustrating external and internal analyses, competitive strategy development and five forces model application.  For a business ethics the case could serve as a stakeholder analysis for strategic decision-making.  For marketing classes the case give students an example of Michael Porter’s Competitive Strategies Model for product planning and the case has issues for marketing mix decision-making.

Case synopsis

Chipco International had become a profitable small manufacturer of gaming chips for the worldwide gaming (casino) industry for the past several years.  The company had a strong relationship with its customers by providing them with reliable and technologically advanced products.  Without warning, Chipco's CEO, John Kendall, found himself in a crisis situation that put the future existence of the company in question.  The company's resin supplier had changed the formula, given to them by Chipco.  Product faded and broke prematurely that caused Kendall to recall 750,000 chips from around the world.   

Compounding Chipco’s problems was the reaction by the company’s bank after the Kendall explained the situation and had asked for patience regarding its debt repayment.  Instead, the bank called in Chipco’s outstanding loans, since the cost of the recall put Chipco in an insolvent position.  Exacerbating the situation was the inability to use bankruptcy as a survival strategy, due to industry regulations.  In addition, the lawsuit that Kendall had initiated after the crisis developed, appeared to be years away from settlement.  Several key sales people quit, because they believed that their lives would be miserable and their incomes would suffer.  Kendall had to respond effectively to keep his company from toppling over the “financial cliff”, as he referred to the position that the company was facing.  

Contact Person: Thomas C. Leach, University of New England, Portland, Maine 04103.

Mail:  UNE, 716 Stevens Ave., Portland, ME 04103

Voice: 207-797-7688, ext. 4214; Fax 207-797-7225; email: tleach@une.edu

COORGANICS BY THRASH

Marilyn Young, University of Texas at Tyler
Case Objectives and Use

This case is designed to illustrate problems of launching a new product. This case would be appropriate in the following undergraduate classes: Management Consulting, Small Business Management, Entrepreneurship, and Marketing Concepts.  Finally, the student will be asked to prioritize the goals of for Mr Thrash as he launches the product line.

Case Synopsis

Gene Thrash is interested in manufacturing and marketing his shaving gel to a national market.  The individual is presently in the test marketing stage.  The owner has contacted a group of students in a management consulting class to obtain their input.  The students prepared a partial business plan, conducted a marketing survey and a competitor analysis.

The gel seems to appeal to a wide range of consumers, especially Afro American males.  .  The case has a partial business plan with three appendices:  questionnaire, price comparisons, and survey results.  The plan lacks financial data, such a income statement, cash flow statement.  

The case ends with the owner asking the student consulting team where he should go from here 

 ____________________

Contact person: Marilyn Young, The University of Texas at Tyler, College of Business and Technology.3900 University Blvd., Tyler, Texas 75799.  Phone:  (903) 566-7437 FAX: (903) 566-7372. myoung@mail.uttyl.edu.

DWYER & ASSOCIATES: ARCHITECTING SUCCESSION

Bruce A. Costa, University of Montana

Jeffrey P. Shay, University of Montana

Keith Jakob, University of Montana

Chris Webb, University of Montana


Case Objectives and Use

The intent of this case is to illustrate methods used by professional business appraisers when valuing small service companies.  The business owner must determine a price at which to offer stock in the company to an employee.  The company is not publicly traded, therefore there are no markets to provide stock price information.  Students will use various appraisal methods in determining the value of Dwyer & Associates.  Students will have to make rational judgments when selecting discount rates and multipliers.  Instructors can compare and contrast these methods with those used to value a publicly traded firm.  This exercise will expand students’ knowledge of financial analysis and provide an excellent application of entrepreneurial valuation concepts taught in the classroom onto a real life situation.  The case is intended for undergraduate and graduate courses in entrepreneurship or small business management.

Case Synopsis

Dwyer & Associates was founded in 1990 and has been very successful at providing architectural services to a variety of clients in the Los Angeles, California market despite several considerable fluctuations in the market over the past ten years.  In March of 2002, Tom Dwyer, the founder of Dwyer & Associates, is contemplating how to transfer ownership of the firm to key employees and secure his own retirement.  He has already determined that he would like to sell 50 percent of his equity to Alex Carlson, an architect who has been with the firm since its inception, and the remaining 50 percent of his equity to other key employees.  However, because all of the equity in the firm has been privately held by himself, the main question that he faces is how to best determine the value of his firm.  A recent meeting with a financial consultant provided some insight into the parameters for determining the value of the firm, but Dwyer is left with many options for valuation to consider.  Students are asked to utilize a variety of methods to determine the value of the firm and assess how much Dwyer will have received for his ownership of the company by the time he transfers all of his stock.  

___________________________

Contact person: Bruce Costa, University of Montana

Mail: School of Business Administration, University of Montana, Missoula, MT 59812

Voice: ( 406) 243-6155; FAX: (406) 243-2086

GREEN RIVER RODMAKERS

Alec Johnson, University of St. Thomas

Case Objectives and Use
This case deals with difficulty entrepreneurial task of answering, “What makes a good business opportunity?”  Designed and written for undergraduate entrepreneurship students, the author has attempted to illustrate several key dimensions of entrepreneurial activity: 1) Opportunity assessment; 2) Buying vs. starting a business; 3) Balance between passion and good business sense; 4) Finance and business bankruptcy; 5) Creative thinking.  

The main focus is Opportunity Assessment, a topic useful to discuss early in a course syllabus.  The case has been used for several years in the classroom; therefore, the teaching note is comprehensive, provides estimated discussion time for each question and a suggested outline for discussion.  

Case Synopsis

Set in the lush Vermont hills of Brattleboro, Burt Stanski has followed a dream and passion of building a small flyrod manufacturing business.  With his heart, soul, and available cash he throws away a 30-year career as an architect and sets out to build the world’s finest flyrods, and by many accounts has nearly accomplished the goal.  Yet, he finds himself in dire financial condition, on the brink of bankruptcy and turns to a graduate business school student and advisor, Scott Fentress, to assist in developing a strategic plan to save the business.  Burt has signed a financing agreement that was detrimental to the business, and Scott is also asked to help find a way out of this.  

Along the way Scott begins to feel he may be interested in purchasing the business, and with his detailed knowledge of the business sets out to assess, “Is there an opportunity to buy this business and turn it around?”  In his assessment he learns that a good opportunity extends well beyond the existence of a growing market; an opportunity must meet his own goals and skills, must provide a reasonable rate of return on investment.  He learns that even in a small business these issues are intimately related and equally important to consider as he searches for the “fatal flaw” in any new venture creation or acquisition.  


Contact Person: Alec C. Johnson, University of St. Thomas, St. Paul, MN.

Mail: #MCN6043, 2115 Summit Ave., St. Paul, MN 55105-1096 USA

Phone: 651-962-5125

Fax: 651-962-5093
email: acjohnson2@stthomas.edu

LAMINATED WOOD PRODUCTS

Patricia Holman & Tom Hinthorne

Montana State University-Billings

Case Objectives and Use

The case is positioned in the laminated wood products industry in the U.S.  It offers students the opportunity to (1) construct pro forma financial statements—income statements, balance sheets, and statements of cash flow—for a manufacturing facility, using information provided by the entrepreneurs, their financial advisors, and common size industry standards; (2)examine the capital structure of a start-up venture and the effects of using different discount rates to calculate and analyze the venture’s net present value (e.g., using a weighted average, after-tax cost of capital versus a required rate of return reflecting a risk-free rate plus a risk premium); (3) calculate and analyze the venture’s cash flow payback (undiscounted and discounted) and internal rate of return; (4) research the nature and availability of angel capital financing in their local area; and (5) refresh their knowledge of Microsoft Excel (i.e., to develop the pro forma financial statements, to link (automate) the statements, and to use various Excel functions [e.g., the amortization, net present value, and internal rate of return functions]).

The case was designed for use in small business, entrepreneurship, and strategy courses.  It may be particularly useful as a preamble case in courses emphasizing the financial analysis of new ventures and/or the preparation of the financial plans in business plans.  The case could also be used in accounting and finance courses emphasizing the construction and analysis of pro forma financial statements.  

Case Synopsis

It was 2002 in the Northern Rockies, U.S.A.  Dave Archer was the operations manager for a single-plant firm producing the laminated wood trusses, arches, and other similar laminated wood products used in churches, commercial buildings, and upper-income homes.  Bill Trusset was an independent lumber wholesaler with 15 years experience selling laminated wood products.  The men had met in college and had been friends for 20 years.  For several years, they had discussed pooling their expertise and starting a laminated wood products production facility.  As Bill had said many times, “We can do this!” To secure financing and manage the business, they needed a business plan.  They had written the management, marketing, and operating sections of the plan; but they did not know how to develop the financial plan.  So they sought the advice of Thelma and Louise who were professional financial advisors.  Despite Bill and Dave’s experience, Thelma and Louise were skeptical about their prospects for success, but they offered to advise them on how to attract the financing and how to construct and analyze the pro forma financial statements—income statements, balance sheets, and statements of cash flows.  They also told Bill and Dave they would need to calculate the cash flow payback, net present value, and internal rate of return.

Contact person: Tom Hinthorne, College of Business, Montana State University-Billings, 1500 North 30th Street, Billings, MT, 59101-0298; 406-657-2099 (voice), 406-657-2327 (fax); thinthorne@msubillings.edu.

MARIO MORINO – (B): DILEMMAS OF A NOT-FOR-PROFIT ENTREPRENEUR

John Altman, Babson College and Ewing Marion Kauffman Foundation
Marilyn Taylor, University of Missouri at Kansas City

Paul Hentzen, Hentzen Law Firm

Case Synopsis
This case focuses on successful software entrepreneur Mario Morino during the decade of the 1990's and into 2001. In the early Morino established and ran the Morino Foundation and Institute that focused primarily on the Regional Capitol area.  In 1995 Legent, the firm he had founded, was sold to a much larger competitor.

The Foundation and Institute were part of Morino's overall life plan to "give back" to the community that had been so generous to him throughout his career.  Over the period from 1992 through 2001, the Institute was involved in six activities and programs that focused on economic development in the Washington, D.C. region (Potomac Knowledgeway), encouragement of regional entrepreneurs engaged in the new communication technologies (NetPreneur), youth development in inner city community centers (Youth Development Pilot Project and  YouthLearn), and changing philanthropy involvement among “new economy” entrepreneurs (Venture Partner Philanthropy).  

In 2001 family ties led Mario, his wife, and three children to move to his original hometown of Cleveland.  The case focuses on Morino's dilemma about what to do about the Foundation and Institute, the programs he had initiated through them, and the people he has brought on board over the prior eight years.

Case Objectives and Use

The Mario Morino series is intended for entrepreneurship and strategic management courses.  The Morino (B) case can also be used in not-for-profit management and social entrepreneurship courses.  The purpose of the B case is to examine the motivation and modus operandi of this successful entrepreneur as he moves into the not-for-profit arena.  Among the concepts that may be explored with the case are social entrepreneurship, organizational evolution, startups, entrepreneurial motivation and career management, social responsibility, and organizational learning.

_______________

Contact Author: Marilyn L. Taylor, Gottlieb/Missouri Chair in Strategic Leadership, Henry W. Bloch School of Business and Public Administration, University of Missouri – Kansas City, 5110 Cherry, Kansas City, MO  64110  Ph.  816-235-5774  FAX 816-235-2206  e-mail:  taylorm@umkc.edu

MetalBenders Industries, Inc.: Better Dead or Alive?

Thomas D. Wolterink, Grand Valley State University

Nancy M. Levenburg, Grand Valley State University

Ram Subramanian, Grand Valley State University

Case Objectives and Use

When a small family-owned firm has been only marginally successful over the past several years, what strategic decisions need to be made?  How does it – and its owner, a sixty-year-old, physically disabled, Hispanic female – know whether it should be liquidate, sold, or expanded?  What strategies are appropriate for firms in low-growth industries?

The case is designed to provide a framework for evaluating business strategy.  It is intended to furnish students with an opportunity to gain new insights into the many challenges faced by a small, family-owned business whose leader acquired the position by default.  The case delves into unique problems and issues that can arise in hard-hat industries and business-to-business markets.  A primary intent is for students to scrutinize the current situation and develop business strategy suggestions that incorporate human resources, marketing, and financial considerations.  Although the case deals specifically with metal fabrication, the issues presented are those that would be confronted by nearly any business that faced low- to no-growth environments: timing issues associated with market entry and exit; response to maturation and commoditization of markets; customer relationship management; and so on. 

The case is designed to be used in a course in which students explore business strategy decisions within the context of dynamic, small business / entrepreneurship environments.  It would be suitable for use in undergraduate courses in Business Strategy, Entrepreneurship, or Small Business Management, or similar graduate courses.  It is designed so that students will analyze the current situation and develop recommendations to improve business effectiveness.  

Case Synopsis

MetalBenders Industries, Inc. was a business that was strong and successful for over twenty-five years, and through the transition from the first to the second generation.  Unfortunately, following the tragic death of the second generation heir and company takeover by his widow (a Hispanic woman who was trained as a secretary), the firm has only been marginally successful.  The company, a custom metal fabrication and architectural sheet metal contractor, was a certified minority-owned business.  

____________________

Contact Person: Thomas D. Wolterink, Department of Management, Seidman School of Business, Grand Valley State University, 451-C DeVos Center, 401 W. Fulton Street, Grand Rapids, MI  49504; Ph.  616-336-7456  FAX  616-336-7445  e-mail: wolterint@gvsu.edu

MOZART’S INCOPORATED

AN E-COMMERCE CASE
Thomas C. Rohrer, Mt. Eliza Business School

 Ian Dinmore, Mozart’s Incorporated
Case Synopsis

The Mozart’s Incorporated case has been written to tap learning dynamics normally associated with the decision of small to medium sized businesses entering the world of internet business. The case is about an actual privately held and very successful small business in a Southern California town that has struggled over a 15 year period to grow and prosper in a highly compstitive retail environment.  Driven to maintain its competitive edge it attempts to move into the e-commerce world to enhance its image and sales, it encounters the problems associated with lack of clear strategic definition and limited e-commerce knowledge.  The case provides students with a wealth of examples of how and how not to set up an e-commerce venture.
Case Objectives and Use

Small to medium sized retail businesses are in a constant state of flux and competitive stress.  The day-to-day hustle and bustle of decision inhibit the use of patient strategic planning.   The primary learning goal is for students to read the case and review the actual internet site and, after careful thought about the true mission and goals of the business, to identify the following:

1. What is the mission of the company?

2. What should the e-commerce strategy have been or be, if any, to help fulfill the company’s goals and be congruent with the mission?

3. Evaluate the current web site for the company and critique the site in the standard of current e-commerce technologies and sophistication.

4. Develop a plan as a “consultant” to either suggest improvements to the existing e-commerce package Mozart’s uses or advise changes in approach.  

5. Prepare a budget and implementation plan  and schedule for the items identfied in item 4 above.   

The case can be used at both the undergraduate and graduate level in an Information Technology program or in an Entrepreneurship course that covers a section on Information Technology.

    ______________________

Contact Person: Thomas C. Rohrer, Ph.D., Mt Eliza Business School, Level 3,  380 St. Kilda Road, Melbourne, Victoria 3004, Australia; 
Email: trohrer@mteliza.com.au; Ph. (613) 8696-6757 / Fax (613) 8696-6769


    OH CANADA, EH?!: WHERE DO WE GO FROM HERE?

Udo Schlentrich, William Naumes & Margaret J. Naumes, 

University of New Hampshire

Case Objectives and Use
This case is designed to lead students through the process of evaluating an expansion opportunity available to three entrepreneurs.  Part of this analysis includes the necessity to compare a new site with somewhat different demographics to an existing site that has proved successful in the past.   The analysis is clouded by the introduction of events immediately following the 9/11 terrorist attacks on the United States and the fear of travel after those events.   Students are expected to provide an analysis of a business plan based on limited information. This is just the type of analysis students are faced with in the real world but, typically, do not see in most case studies. It will require the students to understand the impact of events in the external environment on entrepreneurial plans.  A need then arises for students to explore strategies for risk reduction, including developing additional revenue streams.

Finally, students can be asked to develop an exit strategy for the entrepreneurs. Many business plans fail to consider how the entrepreneurs will harvest their investments, particularly when there are multiple partners involved, as is the situation here.
The case is designed for an undergraduate or graduate course in Entrepreneurship. While it could also be used in a course in Small Business Management, Strategic Management, or even Hospitality Management, the IM is geared towards the first type of course. The case is rich in information and issues. It should be positioned towards the latter part of the course. Students need to be able to read and evaluate pro forma statements as well as understand the implications of external events on plans, the desires and needs of multiple partners, and the making of decisions under uncertain conditions.

Case Synopsis
Ross Robinson and his partners were ready to sign the construction contract for their new dinner theater, Oh Canada Eh?!, when the terrorist attack on September 11, 2001 occurred.  The new dinner theater would have the same format as their successful venture in Niagara Falls, Ontario, and would be located in the Canadian Rockies in Canmore, near the popular tourist area of Banff. The opening date of May 10, 2002 had been announced and marketing plans had been put into effect.  Construction needed to begin if the opening date were to be met. However, Ross was concerned that the terrorist attacks would impact the potential of his new venture. Should he go ahead with construction?  How could he alleviate some of the risk? 

_______________________

Contact:  Udo Schlentrich, Department of Hospitality Management, Whittemore School of Business & Economics, University of New Hampshire, Durham, NH  03824

Office: (603) 862-0137; Fax (603) 862-3383; email: uas@cisunix.unh.edu  

RICOMINI BAKERY

R. K. Asundi, University of Puerto Rico - Mayaguez

Case Objectives and Use

This case serves well for senior undergraduate and graduate students in their entrepreneurship or small business management courses. The case provides an opportunity to learn about financial analysis, business growth planning, marketing and management issues facing firms in the bakery industry with 50 to 100 employees. Students can look into the possibility and issues relating to expanding markets for a product with a short shelf life.

Case Synopsis

The case presents a small bakery operation located in the city of Mayagüez, a town in the western part of Puerto Rico, with a population of approximately 100,000.  The owner of the bakery, Miguel López, comes from a family involved in the bakery business over a long period of time.  Ricomini Bakery business went through modifications to include a mini store and a small restaurant service within the Ricomini Bakery operations.  The business also established two small outlets in two metropolitan areas of Puerto Rico.  Within the various bakery products produced by Ricomini they had a distinctive product called “Brazo Gitano”, which was quite popular.  With a view to expand the sales of Brazo Gitano throughout the Island and in particular in the larger metropolitan area of San Juan, Miguel López invested in a separate manufacturing operation to manufacture Brazo Gitano under the name, Ricomini Bakery Supply in 1991.  This operation resulted in three consecutive years of increasing losses.  About this time, when an opportunity came to buy property adjoining the Ricomini Bakery in the downtown Mayagüez location, the Brazo Gitano Supply manufacturing operation was closed down and the manufacturing operation was moved close to the Ricomini Bakery Operation.

The expanded and renovated Ricomini Bakery together with Brazo Gitano Manufacturing, a kitchen with eating facilities, and a mini store are now housed in a single building with adjoining parking facilities. This consolidation has turned the operation into a profitable one in the very first year of 1994.  Since then, the operation has been profitable, but still faces many challenges to expand and grow.

The case presents the financial performance, the products offered, the personnel organizational structure, industry competition, and the marketing and management of Ricomini Bakery.

The bakery continues to be faced with problems of: hiring chefs and service personnel, setting up of a proper accounting system, and strong competition.  A major challenge for the owner is how to reach an expanded market both within and outside the island of Puerto Rico. 

Contact: Dr. R. K. Asundi, College of Business, University of Puerto Rico – Mayaguez, Puerto Rico. Phone: (787) 832-4040, x2039; Fax (787) 832-5320; Email:asundi-r@rigel.uprm.edu

STOP THE RIDE! I WANT TO GET OFF.
An Exit Plan for Financial Accounting Systems, Inc.

Richard P. Green, University of the Incarnate Word

Case Objectives and Use

This case was developed for use in (1) advanced entrepreneurial classes and (2) advanced accounting classes.  It is most useful for MBA classes where business exit issues are being examined. This case has the primary objective of illustrating the necessity of planning for business exit from the inception of the business.  Secondary objectives are to prompt students to "think outside of the box" to develop innovative (or at least unusual) approaches to cashing out the founding entrepreneur.  Additionally, students should recognize the strong emotional attachment that most entrepreneurs have with their businesses which may lead to goals that are inconsistent with maximizing financial returns.  The primary objective for accounting students is to realize that acceptable alternatives to GAAP can result in financial statements that are nearly impossible to interpret.  The case challenges accounting students to create pro-forma statements that faithfully represent the results and financial position of the firm working from statements which clearly do not.

Case Synopsis

Doyle Castleberry, the 74 year old majority owner of Financial Accounting Systems, Inc. (FAS) contracted with University Consulting Group, LP. (UCG), to provide guidance in developing an exit plan for Castleberry.  The case is comprised of the dialog between Castleberry and Richard Carter, partner of UCG, with supporting financial statements.

Since its inception, FAS has been located in Joplin, Missouri.  The firm developed and maintained a suite of computer programs to aid in management and record keeping for financial institutions.  Customers for the firm's most successful program, a complete solution for managing a portfolio of loans, included banks, savings and loans, car dealers, real estate developers, truck lines, church groups and Economic Development Agencies.

As was common with many small firms, the accounting records have not conformed to GAAP, but have followed federal tax requirements.  This allowed FAS to avoid paying federal income taxes, but also had the effect of resulting in a zero book value for the internally developed software, which was, for all practical purposes, FAS' sole asset. Castleberry had several non-financial concerns that complicated the issues of placing an estimated value upon the firm, and designing an appropriate exit strategy.  These concerns included the nature and desires of the employees and of outside investors.  In addition, Castleberry was very concerned that the company not be moved from Joplin, Missouri.

_________________________________

Contact: Richard P. Green, University of the Incarnate Word, 4201 N. Broadway CPO 461, San Antonio, TX 78209. Email: greenr@universe.uiwtx.edu

STYLES AND TRENDS: A TRAGIC IRONY

Wasif M. Khan, Lahore University of Management Sciences

Case Objectives and Use

This case demonstrates the emotional and business complexity underlying the valuation of a closely held firm’s operations. The case is set in a poorly institutionalised environment where secrecy, low trust in society, and poor legal enforcement make business growth and management problematic. Students will be able to see the limitations of traditional valuation models in estimating the value of a business operation, with information asymmetries between shareholders and poor quality accounting records. Students will also see the great value and limitations of operating a growing business with ‘trust’ as the major control system between partners.  The rigours of operating in a highly uncertain environment are also highlighted.

The case is intended for graduate level courses in Entrepreneurship and Valuation of Closely Held Firms.

Case Synopsis

Shahzad Ellahi, a founding partner of Styles and Trends awaits a buyout offer from one of the other founding partners, Nadira Sabahuddin for Mushrooms, a part of the operations of Styles n Trends. The sudden death of the recognised leader and largest shareholder, Mohammad Ali Tariq, has created turmoil in the lives of the remaining partners and for the future of the firm. For Shahzad, the trust that Tariq reposed in him has been a great motivator. With Tariq’s death, Shahzad must address the new operating realities. This has led him to propose several options for the firm’s future to the shareholders. 

Operating in a highly uncertain environment over the past twelve years, the young firm and its founders have struggled to succeed. While the firm Styles and Trends itself is in major financial default of a lending institution, the low capital Mushrooms operation continues to grow successfully.  Shahzad feels that the Mushrooms operation should be spun-off from Styles n Trends. Shahzad is convinced that if Mushrooms is to continue with him in any role, the other partners must place total management control and decision-making authority with him. Nadira feels that she has to make a buy-out offer for the Mushrooms operation to safeguard her interest. Tariq’s heirs, who have had no involvement with the firm feel that Nadira should be allowed to value the firm first. Shahzad can then be asked to either sell his 15% share to her or to buy-out her 16% share. Important in any valuation are the emotional stakes and business potential visible to each partner.

__________________________

Contact Person: Wasif M. Khan, Lahore University of Management Sciences

Mail: Opposite Sector U, DHA, Lahore, Pakistan 54792Phone: 92-42-5722670 to 5722689 ext:2258; fax: 92-42-5722591 E-mail; wasif@lums.edu.pk 

TERAGLUON 1.0
Michael Levenhagen & Burton Dean, San Jose State University 

Case Objectives and Use 

This case provides specifics for students to think about whether they would invest in a particular high-technology start-up and what their reasons might be in doing so.  The case is also used to encourage students to grapple with whether there is anything that an entrepreneur can do to exert some influence over the decisions of venture capitalists—and even whether there should be.  Students speculate about these issues for themselves, and in so doing, they take both the side of a venture capitalist and the side of an entrepreneur.  There is a tension between the two entities, and it is a tension we do not relieve. 

This case should be used in an undergraduate or graduate course in entrepreneurship. Its position in the courses should come toward the middle.  The case bridges issues of what the successful attributes should be for start-ups and the entrepreneurs of a start-up and issues that deal with the venture capital community and its interests and viewpoints.  

Case Synopsis 

TeraGluon 1.0 is a story of a pair of brothers from South America who, after bouncing around the globe and gaining technical and business experience, find themselves working for the same start-up in Silicon Valley.  They quit the start-up after a while, because they do not agree with the CEO and his team’s approach to management.  Having established some new technologies at the start-up and followed by potential customers, the brothers find themselves starting up a similar company, but not a direct competitor of the start-up they had quit.  Soon, other design team members from the old start-up also leave and join the brothers.  Over the next year, the new start-up develops technical solutions to soon-to-be pressing problems for the Internet.  In the meantime, the founders struggle financially, living off of savings, wives’ salaries, and home-equity loans.  They get a brief respite from a large technology company’s bridge financing.  Finally a group of four VCs come along and begin the process of investigation, due diligence, and paperwork with a promise to initiate a series A round of financing—but with the usual demand of installing a top management team of its choice.  The case ends with one of the brothers wondering if the VCs’ demand for top management installation and control puts the brothers back into the same situation they faced when they left the last start-up.  Indeed, the epilogue (immediately after the case ends) suggests that the brothers’ decisions to leave the last start-up have blemished the reputation of the founders within the venture capital community.  It appears that the deal may have been nixed when the new investors heard from the VCs from the last start-up.

_____________________________________ 
Contact Person: Michael Levenhagen, Director of Value Consulting Services, ValueNomics Research, Inc.  Mail: 10090 Pasadena Avenue, Ste. A1, Cupertino, CA 95014 USA.  Voice: (408) 257-8521 x19; FAX (408)-257-1146; email: mlevenhagen@valuenomics.com

WHEN VALUES COLLIDE—THE PLIGHT OF THE SMALL CATTLE RANCHER ON THE NORTHERN GREAT PLAINS

Patricia Holman & Tom Hinthorne

Montana State University-Billings

Case Objectives and Use

The case is positioned in the cattle and beef industries in the U.S.  It focuses on the domestic and global forces shaping the evolution of the two industries.  It offers students the opportunity to analyze (1) the economic efficiency of market concentration in the meat packing industry, (2) the use of supply chain management practices in a highly concentrated industry purchasing inputs from a fragmented supplying industry, (3) the economic efficiency of free trade in its political context, (4) free trade in the cattle and beef industries, given it may be contributing to the demise of cattle producers and rural infrastructure in the U.S., (5) the use of political action groups and how they pursue complex issues in regulatory, political, and legal venues, (6) the potential value of mandatory country-of-origin labeling in the beef industry, (7) the potential value of product branding in the cattle and beef industries, and (8) the importance of values in policy decisions.

This case is appropriate for agricultural or business school undergraduate courses in small business, marketing, or international business.

Case Synopsis

It was June 2002 in the Northern Great Plains region of the U.S.A.  Economic and political forces were destroying the small cow/calf operator’s way of life and the associated rural infrastructure.  The question was this: What was a valued way of life worth?  The answers varied.  In sum, they reflected positions supported by facts—interpreted by people with interests to protect.  There were no value-free positions.

In response to the small cattle ranchers’ problems, a coalition of political interest groups led by the Ranchers-Cattlemen’s Legal Action Fund, United Stockgrowers of America (R-CALF USA) was lobbying for the mandatory country-of-origin labeling of meat.  That is, mandatory country-of-origin labeling should apply to all retail meat sold in the U.S.; and the USDA grade stamp should only be used on meat from an animal born, raised, and slaughtered in the U.S.

Advocates of mandatory country-of-origin labeling felt it would indicate safe meat.  They also felt it would enable U.S. cattle producers to differentiate their products.  They supplied surveys showing consumers would prefer to buy beef born, raised, and slaughtered in the U.S. 

Other people felt the U.S. meat supply was safe, and country-of-origin labeling would be costly.  They said U.S. cattle producers did differentiate their products (e.g., Certified Angus Beef™ and Nebraska Corn-Fed Beef™), so country-of-origin labeling was simply protectionism.
� Contact person: Jodyanne Kirkwood, Department of Management, University of Otago, P O Box 56, Dunedin,  New Zealand. Phone 643 479 8523, fax 643 479 8173. email: jkirkwood@business.otago.ac.nz


� Contact person: Tom Hinthorne, College of Business, Montana State University-Billings, 1500 North 30th Street, Billings, MT, 59101-0298; 406-657-2099 (voice), 406-657-2327 (fax); thinthorne@msubillings.edu.





