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Case Objectives and Use

The case provides the basis for a discussion on different issues that usually come out in the takeover of an emerging market’s company:  1) The valuation of an emerging market’s company, from the perspective of a developed country strategic investor. The case is situated in Argentina in 1997; that country –a member of the “Mercosur”, a South American custom union, which included Brazil as well- aroused as yet great economics expectations among many foreign strategic investors, but had experienced a high volatility in a recent past. To find out the fair value of that target company will require: (a) An Industry analysis focused on the forces that are reshaping the Automobile OEM industry; (b) To evaluate the investment alternatives available to the foreign strategic investor; (c) To consider the value drivers of this takeover deal, (d) To project cash-flows for the target company as-is and for the different investment alternatives available to the investor. Those multiple-scenario projected cash-flow should include some inflation assumptions; (e) To review different methods of estimating the cost of capital in emerging markets.  2) Stakeholder conflicts and deal process in the context of a family-owned company.  This case was prepared to be used at the M & A course of an MBA. The case can be taught in a straightforward way for audiences with limited finance knowledge, or from a more complex point of view with students with a good knowledge of finance. 

Case Synopsis

The case describes the realignment of the industry players in the automotive industry in the “Mercosur” in general and in Argentina in particular during the nineties. As a consequence of the forces that are reshaping the industry, Autopartes Vittoria (AV) –a family-owned business- needs to find development alternatives that keep the company on track. One option appears to be a joint-venture with OW, a German company which needs to start a “Mercosur” operation. Some of the AV shareholders reject the relatively huge CAPEX required for this joint-venture, or any other investment oriented to enhance AV competitive strengths. Further, they propose to sell their stake. When offered to buy this minority stake, OW counter propose to buyout the company, but the controlling shareholders are not satisfied with the price. The case provides the base for discussing (1) the merits for OW of arranging a “joint venture” with AV instead of buying the company (2) the value of the company under different approaches, the value “as is”, the value merged with OW, and the value of a similar venture beginning from scratch.
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 Jorge Grinberg and Gabriel Noussan.  Contact person:  Gabriel Noussan, IAE – Escuela de Dirección y Negocios, Universidad Austral, Mariano Acosta s/nº y Ruta Nac. 8 (1629) Pilar - Buenos Aires, Argentina, 54-2322-481-032; Fax: 54 2322 481 020; gnoussan@iae.edu.ar.
