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Case Objectives and Use

Washington Group International (A) describes how the growth through acquisition strategy that Dennis Washington used to grow his company from a regional construction company to one of the largest construction companies in the world eventually led the company into a financial crisis.  The financial crisis facing the company has forced executives to consider filing for Chapter 11 Bankruptcy Protection.  Washington Group International (B) follows the company as it decides to file for Chapter 11 and the various tactics it utilizes to emerge from bankruptcy as a viable competitor in the industry.  The cases were written to provide undergraduate and graduate students in Business Policy and Strategy and/or Business Law courses with insights into the difficulties associated with complex mergers and acquisitions, diversification strategies, and bankruptcy.  The case fills a void in the case research literature by illustrating how a company can transact its way into bankruptcy and then how it can successfully emerge from bankruptcy.

Case Synopsis
It was early May 2001 and Washington Group International (WGI) faced decisions that would ultimately determine the fate of the company. One year before, WGI acquired Raytheon Engineers and Constructors (RE&C), an acquisition that brought WGI to the forefront in all six major segments of the construction industry.  Although WGI had successfully negotiated acquisition deals in the past, the purchase price adjustment agreement in the RE&C deal seemed to be creating significant problems.  WGI found itself in a bitter legal battle with Raytheon and at a crossroads for the company’s future.  Several of RE&C’s projects acquired were underperforming and as a result WGI was hemorrhaging cash. WGI’s senior executives believed that Washington Group had only a few months of solvency remaining.  If the legal case was not resolved or not resolved favorably for WGI by the time the cash ran out, WGI would have little chance of remaining a going concern and would be forced to seek Chapter 11 Bankruptcy Protection.  WGI could also preemptively file for bankruptcy protection before the cash ran out and/or the case was resolved. Students are asked to decide whether and when WGI should file for Chapter 11 Bankruptcy.

The “B” case begins with WGI deciding to file for Chapter 11 Bankruptcy and provides firsthand insights into the bankruptcy process.  This case follows WGI through its emergence from bankruptcy and challenges the students to consider why WGI was able to successfully emerge from bankruptcy when many other companies never become competitive again.
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