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Case Objectives and Use.
IBA is a case intended to allow students to arrive at a strategic decision, by conducting financial analysis and developing strategies to could enable the firm to recover from underperformance and financial difficulties. Students can analyze IBA’s current strategy, market prospects and expected financial results for two distinct lines of business, leading to a decision as to whether IBA should divest one or the other business; and, determine whether divesting a line of business would resolve the company’s debt situation. They can also generalize from IBA’s case to understand how companies get into difficulties in high technology industries and how resolving such difficulties may force the company to support choices which may be strategically unpalatable but necessary. The case is intended for use in graduate and advanced undergraduate courses in Business Policy & Strategy, and in Corporate Finance. It can also be used in international business courses which touch on global strategy, and in executive development programs focusing on strategy and turnaround operations.
Case Synopsis.

IBA, a Belgian company specializing in radiation therapy for cancer treatment, had developed a leading technology position in precise and accurate treatment of cancer tumors located in sensitive areas such as the eye or the brain, or  near vital tissue and organs, as in the case of pediatric cancers. However, they have incurred losses in each of the three years 2001 to 2003, and as of March 2004, they had breached debt covenants and needed to service over €300 million in debt, of which €200 million has been reclassified as short-term debt. They are contemplating divesting their Sterilization & Ionization line of business, which accounts for 60% of sales and is their sole source of operating profit in 2003. They hope to use the sale proceeds to pay down debt and fund the further development and market expansion of their leading edge proton accelerator business. IBA’s top management has to decide whether such a course of action can turnaround the company, and how to justify the long-term strategic value of such a strategic and financial restructuring.
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