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Case Objectives and Use

The case shows how a start-up company managed to squander several million dollars and almost destroy the company because of poor management practices and how the tone at the top supported, and perhaps invited, immoral behavior by those in top management and consequently throughout the company. The General Counsel for the company knew about the behavior but needed her job and consequently did not go directly to the Board of Directors with the problems. The case demonstrates how the tone at the top permeates all that happens within a company and the importance of having good management skills. Students can see how important it is to have a business plan, code of ethics, marketing plans, and other solid management skills when one starts a company. Money and an idea are not sufficient to run a successful business. Values are also a key part of business. The case was written for business school undergraduate or graduate courses in entrepreneurship or ethics. The case could be used in corporate governance classes if the professor wanted to emphasize the role of the Board of Directors.

Case Synopsis

The case focuses on a set of problems in a start-up company. Inverness Networks was a start-up company with an internet-related business that would furnish greater bandwidth to suppliers of data to businesses and homes.  The company opened its doors during the internet-bubble when there was available capital and demand for more internet services. Too much money and little accountability led to frivolous spending and unethical behavior by those running the company. There was little demonstration of moral values or personal ethics. The General Counsel at the company knew about the behavior but failed to report it directly to the Board. Nothing was done to curb behavior and a lawsuit was filed by one of the employees. 
The focus of the company changed several times and product did not get produced. Employees were disgruntled, the Board of Directors turned their heads when immoral behavior was reported to them, and no one trusted the company executives. Immoral behavior and unwise spending of money lead the company into several different types of crises. The inexperienced entrepreneurs did not understand how to run a business, manage cash, or handle employees. The problems they created led to their personal demise with the company. The Board was faced with the decision of loosing everything or replacing the CEO. The problem for the Board and the Company was – would anyone be willing to take on the challenge and, if so, could the company be saved.
The author 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 author and NACRA. © 2006 by Aundrea Kay Guess.  Contact person:  Aundrea Kay Guess, St. Edward’s University, 3001 So. Congress Avenue, Austin, TX  78704, 512-448-8562, aundreag@stedwards.edu. 
