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Case Objective and Use

The primary decision confronting the Chief Financial Officer (CFO) for County Line Markets (CLM) is how to improve the efficiency of the company’s working capital management.  Since the profit margins on groceries are relatively low, the company must focus on improving there inventory and cash management.  Due to competition at both the high end (mostly organic premium stores) and the low end (mostly large wholesale membership operations) all aspects of store operations must become more efficient.  Knowing when and how much to buy was critical as well as having enough cash to take advantage of the “Advanced Purchase” opportunities.

This case is intended for graduate and senior level courses in finance and accounting.  The case topics include cash management and inventory financing.  Here the application of finance and accounting are used to analyze working capital management.  A unique aspect of the case is that the student is asked to focus on the “analytical process”, as opposed to data mining.  At the same time the student is asked to formulate an analytical format for determining the cost benefit analysis inherent in the cash and inventory decision set.  The case is also suitable for MBA and MS-Finance as well as graduate Masters of Accounting seminars.

Case Synopsis
The case is written from the perspective of the CFO; however, it will be multidimensional in that the perspective of the Vice President of Store Operations (VPSO) will be provided.  The case focus is decision – based.  That is, it requires these three decisions makers; the CFO, the loan officer and the VPSO, to decide on the appropriate working capital policy.  The complexity of the situation has evolved over a series of meetings between these three decision makers.  The VP of Store Operations and the CFO have been pushing for the increase in the banks line of credit.  The loan officer on the other hand wants to see a more formalized evaluation process in place before agreeing to any increase in their current line of credit.  While all three men recognized the importance of being able to take advantage of advanced-purchase opportunities, the loan officer would be more comfortable if he was provided with some form of analytical support for their position.

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 Lou D’Antonio and Ron Rizzuto.  Contact person:  Lou D’Antonio, Daniels College of Business, University of Denver, 2101 S. University Blvd., Denver, CO  80208, 303-871-2011, ldantoni@du.edu.
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