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	BN.com is a struggling Internet bookseller facing intense financial and competitive pressures. Its scale is substantially less than its largest Internet competitor, Amazon.com, and is far below the breakeven level. Traditional brick-and-mortar competitors have responded by increasing service and reducing prices. On the plus side, BN.com has a large horde of cash and two rich and well-connected parents.


The case provides students with an opportunity to work through breakeven calculations themselves and to solve for profit and cash breakeven levels. Those results lead to stimulating corporate strategy and corporate renewal discussions. Students should also use the data to make bankruptcy predictions using one of several bankruptcy prediction models and should solve for sustainable growth rates. 


Finally, market data is presented that allows students to investigate whether the large advertising budget should be retained by exploring the return earned on that investment. Comparative data for the cost of customer acquisition in other industries is presented to aid the analysis.


�
National Medical Care





Abstract








Case Synopsis, Objectives, and Use





	The purpose of the case is to provide the student with an opportunity to evaluate several candidates in the divestiture of National Medical Care by W.R. Grace.  As with most acquisitions or divestitures, this deal contains its own unique circumstances.  Both offers currently being entertained by W.R. Grace are from, for the most part, dialysis product manufacturers.  Because the United States dialysis market is fairly mature, these two manufacturers are desperate to maintain market share.  So in a sense, from the buyer’s perspective, this acquisition of National Medical Care could be categorized as a “defensive” acquisition.  As a result, this vertical acquisition scenario creates significant leverage for W.R. Grace in its negotiations with Baxter and Fresenius.  To make matters more interesting, as the deal progresses, an investigation by the US government begins, and the question of the assumption of a future potential liability becomes a key concern by all parties. The target audience for this case is an undergraduate or graduate finance, health care management, or strategic management class.





Students will learn the following:





Valuation through Discounted Cash Flows.





How the purchase of stock impacts the assumption of future liabilities by the buyer.





An evaluation of two proposals to purchase with significantly different financial structures.





Price negotiation leverage in vertical acquisitions given the right circumstances.





The evolving changes and consolidation in American health care.








�
The World Trade Organization


Country Positions on Core Labor Standards





At present, one of the most hotly debated issues in the WTO is the initiative backed by the higher income countries to adopt universal codes of conduct to protect labor rights in all countries engaged in international trade. At the heart of the issue is the question of whether “Labor Rights” should be considered in international trade between member countries. Labor rights activists, principally in developed countries, contend that it is highly immoral for countries to buy imported goods from countries using “sweatshop labor” working in substandard conditions at subsistence wages. Countries that exploit their labor resources to produce low priced products for export should be required to meet minimum international labor standards that will improve the working conditions of their people and raise their standard of living. If these countries don’t comply with these minimum labor standards within a reasonable period of time, the world community of nations should impose economic pressure by boycotting their exports, or at the very least, by imposing tariffs and quotas on their exports.   


Representatives of the lower income countries, on the other hand, do not accept the proposition that poorer countries should have to enforce the labor standards of the rich countries in order to escape trade barriers which would cause a loss of jobs. Many in the developing world feel that bringing labor standards into trading relationships is a bid by the industrialized countries to undermine the comparative advantage that developing countries enjoy due to their lower wages. Workers in the factories of developing countries are there because this presents a better alternative than work in subsistence agriculture or other peasant trades. While by rich country standards conditions for labor may seem bad, workers employed on farms or in factories producing goods for export are better off than those employed in the production of goods for the local market. In many of the very poorest countries, children are a major source of income for the family; barring child labor would make the whole family worse off.


	Most of the high income countries (HIC’s) and many of the upper middle income countries (UMIC’s) in the WTO, are lobbying for the establishment of a Code of Conduct which address the question of integrating social welfare and trade policy. Specifically, these higher income countries would like to tie international trade to a set of universally agreed upon core labor standards.  Many of the lower middle income countries (LMIC’s) and low income countries (LIC’s), whilst agreeing that some form of a conduct code should be adopted, feel that they will not be able to meet the standards required by the high and middle income countries and contend that these standards are a form of disguised protectionism. A compromise position that both sides may agree to is the use of labeling, certifying that no child labor was used in the production of certain goods. In this way consumers in the importing country can exercise their own judgment about purchasing these goods, keeping the government and politics out of the decision-making process.


�
Case Overview





This case covers business strategies and financial concepts related to an international investment decision by one of the most well-known and admired global public companies.  The Walt Disney Company management team has decided on expansion of its theme park operations onto the Asian mainland.  After years of exhaustive study, they have narrowed the decision down to two potential sites, Shanghai and Hong Kong.


Analysis of data in the case should enable students to forecast revenues, expenses, and pro forma financial statements for operations at each location.  They must qualify and quantify such factors as culture, weather, the economic environment, capital expenditures, costs of capital, etc. and determine how each affect the financial viability of the project.  Using discounted cash flow techniques, they should be able to calculate net present values (NPV’s) for each site and critically compare them from the perspective of each operating organization as well as The Walt Disney Company.


Financial structure considerations may also be included in the write-up and class discussions.  The accuracy of the economic and financial forecasts and assumptions is critical to the analysis of the case.  Global currency valuations and fluctuations may also be included in the evaluation process.  The firm already employs division hurdle rates for allocating capital costs.  The case also incorporates additional risk premium concepts for country/political risk variations.  All of these factors may affect the viability of a project, as well as the financial flows being earned by the Disney parent company.  Maximization of shareholder values at The Walt Disney Company is the goal of Mr. Eisner and his management team.





	VOLE VITE


Eldon Gardner, The University of Lethbridge


	


Synopsis





This case is about the expansion and technological upgrade of a successful courier service in Montréal and Québec City.  The company had recently tried to expand from its base in Montréal to Québec City with some rather unsuccessful results so far.  Profits in the new city have eluded the company, and there is an urgent need to deal with the problems that exist is Québec City.  The management is required to take some action immediately to stem the bleeding, and it must find a new manager for the operation as the previous one has been fired for non-performance.





The technological upgrade was to have incorporated the latest in telecommunications technology into the management of the courier service.  The company had planned to have a superior monitoring system in place in 1998, so packages could be monitored from pick-up to delivery with complete computer tracking.  All that would be needed would be hardware and software to provide the information to the company’s dispatchers.  The company had borrowed the funds in good faith to achieve this goal, but problems with the delivery of hardware and software had forced it to return the funds and delay the upgrade.  There were some indications that the financial institutions that had provided the funds were about to withdraw their financing package and request that the company should start over again.





Case Objectives and Use





This case introduces students to a plan for expansion that has gone awry.  Although the company has had the right ideas, it is clear that something is wrong in its new location – something far more serious than was first thought.  The objective is to give students a chance to see what can be done, how it can be done and what the consequences might be for various decisions.  This case lends itself to use in courses where students have at least some knowledge of financial and managerial accounting.  Thus, it is suited to second level or intermediate courses in finance, as well as small business management, rather than introductory courses.  There are several different situations where the case could be used.


It is suited to a small business course where a strategic analysis of expansion and financial needs is undertaken.


It is suited to a financial management course where financial analysis is undertaken and capital needs are assessed.


It fits into a banking or financial institutions course where loan analysis is undertaken.





Contact Person: Eldon Gardner, Faculty of Management, The University of Lethbridge, 4401 University Drive, Lethbridge, Alberta, T1K 3M4, Canada


Telephone: 403-329-2726; fax 403-329-2038; e-mail: gardner@uleth.ca





�
Concord, EFS - Valuation of a rapidly growing business





Marcus Allan Ingram, Clark Atlanta University


and Kennesaw State University








Case Objectives and Use





This case demonstrates the procedure used by an analyst at an investment banking firm in placing a value upon a publicly traded stock.  Students review the extensive industry analysis and forecasting that is prerequisite to valuation.  A multi-stage discounted cash flow model is introduced and explained which uses EBITDA (earnings before taxes, interest, depreciation and amortization) as the key cash flow variable.  Students are required to replicate the valuation method and then to test key assumptions of the analysts’ model using sensitivity analysis.  Students are encouraged to consider the strengths and weaknesses of the valuation model.





The instructor’s manual is designed for use in a class on investment analysis or valuation.  Extensions of the multi-stage valuation model are introduced and critiqued.   Key drivers of the outcomes in this model are illustrated through sensitivity analysis, and several alternative valuation results are presented.  





Case Synopsis





Dan Van Meter is a securities analyst at a regional investment bank headquartered in Charlotte, NC.  At the time of the case (February, 2001) he has been studying the credit and debit card services industry for several months.  This industry consists of firms that provide electronic processing of credit and debit card payments and provide other services to card issuers. His firm has decided to initiate coverage on one of the fastest growing firms in this industry: Concord, EFS.  At that time Concord stock traded on the Nasdaq Stock Market with a market capitalization of almost nine billion dollars.  During the time that Dan was preparing his report, the Nasdaq market was slumping, and Concord stock declined nearly 25% from an all-time high of over $50 per share to under $40 per share in just a few weeks time.





The analysts at Dan’s firm rely on a proprietary, multi-stage discounted cash flow model that values a firm based on forecasts of future EBITDA.  The analyst provides estimates about future performance on an annual basis for as many as 15 future years then uses a constant growth assumption thereafter.  Like most models of this kind, it is very sensitive to the analyst’s assumptions about revenue growth, profit margins and the level of discount rate. In this case, the discount rate is based on the weighted average cost of capital.  Dan eventually arrives at a 6-12 month price target of $55 per share based on his very optimistic assumptions about future revenue growth in the industry and his belief that Concord has the dominant strategic position within the industry.





Contact: Marcus A. Ingram, Kennesaw State University. phone: 770.423.6580. 


mail: mingram7696@msn.com or 4338 Alison Jane Drive, Kennesaw, GA  30144.





