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Case Objectives and Use

The case illustrates a small company’s strategic decision process associated with identifying and examining a solution to a dilemma that is causing a significant reduction its primary source of revenue.  Issues addressed include identification of core competencies, quality concerns, human resource considerations, and the competitive environment.  Also, accounting information as an aid to managerial decisions is demonstrated, such as identification of cost behavior and cost drivers, computation of contribution margin for a service, use of target profits as an aid to decision-making, methods of determining an appropriate price for a new service, and methods and problems in cost estimation.  Hence, this case can be useful in demonstrating the importance of adhering to the core competencies of a business that made it successful and the costs associated with doing so.  The case is intended for use in upper-level undergraduate courses and is appropriate for use in a managerial accounting course as well as in strategic management. 
Case Synopsis

Texas Lone Star Connections is a small family-held telecommunications company located in south Texas that provides cellular, satellite television broadcasting, and internet services. The company is an exclusive programming provider of DirecTV for three Texas counties.  As a small family business, the values of neighbourly service have been passed down to each generation of employees. These values have produced an exceptional level of customer service for many years.  

During the early 2000s, competition in the satellite television broadcasting industry began steadily increasing with Dish Network dealers and Trace Direct Cable introducing digital cable television services. Texas Lone Star Connections’ new subscriptions to DirecTV began to stagnate and current customers began terminating their services at an alarming rate.  According to customer service representatives, one of the primary reasons for the growing number of disconnected services related to the contract installations that were currently outsourced. Many customers were contacting their original installers for maintenance and repair services and learning that the contract installer would repair the system, but fees ranged between $100 and $200. Because of the high fees being charged by the current installers and the overall downward trend in DirecTV customers, senior management asked Barry Thomas, the marketing manager, to investigate the possibility of an on-staff installation department.
The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 19-21, 2006, San Diego, CA.  All rights are reserved to the authors and NACRA.  © 2006 by Suzanne N. Cory, Zaida L. Martinez and Russell W. Kacer.  Contact person:  Suzanne N. Cory, Bill Greehey School of Business, St. Mary’s University, San Antonio, TX  78228-8607, 210-431-2040, scory@stmarytx.edu.
