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Case Objectives and Use
This case provides opportunity to consider a firm in increasing financial and strategic difficulty and two major strategic choices --- merger/acquisition and bankruptcy.  Among other concepts, the following may be applied to the case: SWOTs, Value Chain, VIRO, Core Competence, Mergers and acquisition, and Bankruptcy.  The case was designed for use in Strategic Management or in a specialty course on Mergers and Acquisition.

Case Synopsis

In early 2004 Interstates Bakeries CEO James Elsesser confronted continuing revenue stagnation and declining profitability.  Interstate was one the largest domestic competitor in the bread and cakes bakery/food segment.  Through mergers and acquisitions since early in its 74-year history, Interstate had significant brands and products.  Among these were major bread brands such as Wonder Bread and cake and confectionaries’ brands such as the Hostess line of products.  

The company was confronted externally with changes in its industry including changing demographics and dietary preferences.  There were also a number of internal challenges.  Employees continued to express concerns and dissatisfaction. A major discrimination suit, even after appeal, had awarded a significant settlement to a set of West Coast employees.  Shareholders had filed class action suits alleging executive misrepresentation.  

The Interstate Board was relatively stable, but had evidenced increasing concerns.  Elsesser had to confront the board with regard to the company’s course of action.  The case overviews the history of the company as well as its products, organization, and executives. It suggests that in addition to considering bankruptcy, the firm might consider merger/acquisition.  An accompanying Industry Note provides an overview of the industry and major competitors.
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