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Richard Ivey School of Business IVE
The University of Western Ontario
Preface from The Dean of the Richard Ivey School of Business

It gives me great pleasure to have this opportunity to introduce you to the Ivey Business School
by briefly explaining a little about its history, traditions, faculty and recent achievements. The
Richard Ivey School of Business is a professional School within The University of Western
Ontario (UWO). One of Canada’s oldest universities, UWO is now an academic community of 17
faculties and professional schools. It is home to more than 26,000 students and over 4,000
faculty and staff. Located in the southern-most -part of Canada, London, Ontario is a city of
330,000, halfway between Toronto and Detroit. Although Ivey is based in London, Ontario, it
also has campuses in Mississauga (Toronto) and most recently, in Hong Kong,

Historically the School has been a leader in management development. A partial list of
achievements follows. They illustrate the proactive nature of change at Ivey.

< In 1922, the first undergraduate business department in Canada was established.

< In 1932, the school began to publish its own journal. Known as Ivey Business Quarterly,
it reaches out to both academic and management audiences and enjoys a circulation of
10,000 in 25 countries.

< In 1948, Canada’s first executive development program was established. (From the
beginning, faculty members were required, as part of their responsibilities, to produce case
material for the new programs being designed.)

< In 1948, the first MBA program in Canada was established.
< In 1961, Canada’s first Ph.D. program in business was introduced.

< In 1974, official designation was received by the Federal Government as Canada’s first, of
what are now eight, Centre(s) for International Business Studies (CIBS). (The CIBS were
the forerunner to the CIBERS in the United States). Financial support for this Centre
continues to be provided by the Federal Department of Foreign Affairs.

< In 1975, Ivey opened its own case and publications office. This office now holds an
inventory of 2,000 Canadian cases and is the Canadian clearing house for Harvard cases.
In 1998, Ivey cases were being distributed to over 100 teaching institutions and 100
corporations in over 20 countries. Ivey is the second largest producer of management
case studies in the world, with over 1,000,000 copies studied each year by people outside
the university.

< In 1978, commencement of its first international student exchange program took place.
Over twenty such exchange programs are now in place.
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< In 1984, the School took a leading role in establishing the National Centre for
Management Research and Development in London with support from the Canadian
Federal Government.

< In 1992, Ivey was selected to be the editorial home for the 1993-97 period for the Journal
of International Business Studies, the leading International Business journal.

< In 1993, Canadian Business magazine’s survey rated Ivey as the top MBA School in
Canada, according to all groups: CEOs, human resources executives, and placement
consultants. This ranking has been re-confirmed every year. In 1994, Asia, Inc. rated
Ivey among the World’s Top 25 Business Schools for Asians.

< In 1997, the Journal of International Management named Ivey the world’s leading
contributor to the international strategic management literature, ahead of Harvard &
Kellogg. Business Week magazine ranked Ivey as one of the top international business
schools in the world, alongside INSEAD and LBS; and US News and World Report
selected Ivey as one of the top 15 business school in the world for executive development
programs.

As of 1998, the School had 65 full-time faculty who annually taught 600 regular and executive
MBA, 300 undergraduate, and 40 Ph.D. students, plus executives in a wide range of non-degree
programs. Its broad objective is to be widely recognized as one of the top 10 business schools in
the world on the basis of its outstanding teaching programs, with a creditable research record in
selected areas.

Internationally, the School has been involved with major offshore projects for 30 years, and is
currently involved in Asia (especially China) plus several republics in the former Soviet Union.
These projects have typically involved the establishment of local management training capability.

China Activities

1984 marked the beginning of a continuing linkage with Tsinghua University in Beijing. The
School made a commitment to prepare Chinese MBA and Ph.D. students for studies at Ivey,
work with visiting scholars, provide some short-term instruction in China, and to assist Tsinghua
University’s School of Economics and Management in the development of its management
faculty. Another goal of the project was to help Ivey become more familiar with China and the
conduct of business in that country.

During Phase 1 of the project: 35 articles, cases, and notes were written; nine Ivey faculty
participated in short lecture visits to China; 12 visiting scholars spent one year each at Ivey; there
were eight graduates of the MBA program; all visiting Chinese attended the Case Writing
Workshop. This project was funded by the Canada-China Management Education Program.

An expanded Phase II of this program took place until 1994. A five-year endeavour, the project
was a joint venture with the University of Waterloo, and in China, with Tsinghua, Dalian
University of Technology, and Southeast University. Ivey’s commitment was to continue to assist
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in the development of Chinese institutional capacity for management education. A major element
was the design, development and delivery in August 1992 of a program on teaching Joint
Ventures, Technology Transfer, and International Trade via The Case Method. This train-the-
trainers program was offered to academics from across China, through interpreters. All of the
teaching material was translated into Chinese.

A large scale joint publishing effort was undertaken. In April 1992, the first volume of five
international business casebooks was published in Chinese by Tsinghua University Press. This
series was a joint undertaking of Ivey and Tsinghua. This series constituted a comprehensive
collection of international business cases for Chinese managers and students. In 1992-93, six
international texts were published in Chinese by presses arranged through our partner schools at
Dalian and Southeast.

Since then a great deal of Ivey-initiated China-related case writing has occurred: various books
have been either reprinted, translated or specifically written for the China market; we have offered
introductory-business courses at Tsinghua; faculty visits have occurred, and so forth. All of this
has occurred in the spirit of demonstrating Ivey’s genuine commitment to China.

Qg

Lawrence G. Tapp
Dean ‘ ’
Richard Ivey School of Business
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Richard lvey School of Business IVE
The University of Western Ontario
Note from the Series Editor

The State Education Commission committee which looked at the content of MBA programs in
China has suggested that 25% of each course utilize the case method. Such a requirement is
intended in part to ensure that future (and existing) managers in China are (A) exposed to a wide
range of new and varied learning situations; and (B) gain practical experience in decision-making,
50 as to balance the underlying theory.

This case series is intended to partially fill China’s immediate need for highest quality teaching
cases. Here a case study refers to a comprehensive, field-based, decision-requiring picture of an
administrative situation. It does not include descriptive case histories (which require students to
make no decision); mini-cases or vignettes (which are anecdotal, and not suitable as a stand-alone
basis for an 80-90 minute class);, or library-based (such secondary sources produce far fewer
insights than actually interviewing managers for the cases).

This initial series of casebooks was compiled to directly correspond to each of the required
courses in China’s MBA programs. Subsequent case collections will be compiled for popular
elective courses.

The primary source of cases for these case collections is the Ivey Business School, University of
Western Ontario, Canada. Ivey is the second largest producer of teaching cases in the world, and
the largest producer of current, Asian cases. Ivey waived all of its normal permission fees in order
to see these books produced. Certain other institutions were unwilling to do so. Ivey is
committed to China.

The production of this Series would not have been possible without:

4 the initiative of Lee Sun, President of Multi-Lingua;

4 the encouragement and assistance of Tsinghua Dean Zhao Chunjun and Assistant Dean Chen
Xiaoyue;

$ corporate sponsors (In some instances, Ivey was able to obtain corporate sponsorship to assist
with the heavy costs associated with the completion of this series. Where appropriate, the
sponsor of any book is acknowledged in that particular volume.),

< my faculty colleagues at Ivey who selected the cases and wrote the introductions to the
individual volumes;

< our editorial coordinator, Mrs. Mary Roberts.

VAR,

Paul W. Beamish
London, Ontario
June 1998
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Larry Wynant

Richard ivey School of Business
The University of Western Ontario
London, Ontaric Canada

NBA 3K7

Tel: (519) 661-3221

Fax: (519) 661-3485

email: lwynant@ivey.uwo.ca

Larry Wynant is a Professor of Finance and
Associate Dean, Executive Development with &
responsibility for executive programs at Richard * i
ivey School of Business. He has taught courses at the graduate and
undergraduate levels in financial management and the management of
financial institutions as wel! as the financial management segment of the
Waestern Executive Program. Prior to joining Ivey Business School in 1976,
Wynant served as a facuity member at the University of the West Indies in
Trinidad assisting in the development of a management program in the
Caribbean. He earned an BA degree from The University of Western
Ontario and his DBA from Harvard Business School.

Wynant's research interests include commercial lending and financial
structuring and he has co-authored several books including The U.S.
Handbook of Commercial L.ending, Canadian Commercial Lending,
Canadian Cases in Financial Management and Banks and Small Business

Borrowers. He has worked as a consultant for a large number of financial
institutions, corporations and government groups in Canada and abroad.
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A Note from the Editor

This case book presents students with a variety of decisions typically faced by financial managers.
The cases are drawn from a broad range of industries and reflect different economic conditions,
country considerations, as well as financial market, corporate and behavioral factors that affect
financial decision making. In addition, the cases require students to assume a variety of
perspectives: at times, that of a banker, trade creditor, long term debt holder or shareholder, and
in other instances, the chief financial officer or other senior company officer who is responsible for
building relationships with these stakeholders.

Case problems present students with the necessity of making decisions and provide a basis for
discussing the value and limitations of financial concepts and analytical techniques. In each
instance, the student must adopt the role of the decision maker, define the problem or issue,
identify alternatives, examine the relevant data and arrive at a decision and recommendations on
how that decision should be implemented.

The topics covered in this case series are typically those surveyed in an introductory course in
corporate financial management. Part I consists of three cases that develop a student’s skills at
analyzing a company’s performance and prospects, using financial ratios and dealing with short
term funds suppliers. Chef’s Toolkit Inc. enables students to use cash budgets to identify a
startup company’s needs over an operating cycle. Fisher Electric Inc. relies on pro forma financial
statements to forecast financing needs and to undertake a sensitivity analysis of the factors that
affect those needs. Marilyn M. extends pro forma analysis to an firm in a trendy and
unpredictable industry.

The two cases in Part II focus on foreign exchange movements and the resulting risks for firms
engaged in exports, imports and international investments. Advance Technologies Inc. examines
the factors causing fluctuations in foreign exchange rates and the hedging techniques - “natural”
hedges as well as financial instruments - available to mitigate these risks. The Alfred Brooks
Menswear Limited case extends these considerations to a garment manufacturer who sources in
Asia, manufacturers in Canada and sells in the United States, and introduces the use of letters of
credit to manage supplier and customer risks.

Part III consists of four cases focused on the raising of long term capital. Belleview Hotel
Limited introduces students to the use of debt and equity securities for a small, startup business
and private versus public markets. Rocky Mountain High Ski Resort Inc. presents students with
choices of floating rate and fixed rate debt, preferred shares and going public with an initial public
offering for a rapidly expanding business.

Part IV examines the key issues associated with analyzing capital expenditure decisions.
Laurentian Bakeries introduces students to net present values, internal rates of return and a typical
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capital budgeting process. B C Telecom Inc. focuses on calculating the cost of capital for a large
partially regulated telecommunications company.

The final part of the book, Part V, entails two cases that build a student’s skills at valuing a
business. The Rushway Brothers Lumber and Building Supplies Ltd. case confronts the students
with a small business owner attempting to find a buyer for the firm and setting an appropriate
price. Lawson and Jones Limited: LBO (A) is a more complex case where the students must
establish a value for a large multinational business and assess the feasibility of a proposed

leveraged buy out.

Larry Wynant
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An entrepreneur who is anxious to start a
business manufacturing a pasta server requires funds
to finance the acquisition of equipment and working
capital. A venture capital investor demands a cash
budget for the first year of business as well as
projected financial statements.
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Ontario, Canada Small 1994 9 PAGES

AUTHOR: Shaw, D.C.
CASE WRITER: Zilkey B

CASE 2 FISHER gLEjC‘r_R;c INC.

I P
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The company has requested an operating line of
credit from the Confederation Bank . Inventory
provides the principle collateral for the loan in an
industry where demand is highly cyclical.

INDUSTRY: 44 Wholesale Trade - Durable Goods
ISSUES: 396 Bank Lending
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Canada Large 1989 6 PAGES

AUTHOR: Shaw, D.C.
CASE WRITER: Nason R
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In early February 1987, Nancy Featherstone, an
account manager with the Royal Bank, was assessing
a client request for an expanded operating line of
credit. Ashleigh Cosmetics Ltd., a Montreal-based
manufacturer and distributor of women’s cosmetics,
planned to launch a new red lipstick line called
“Marilyn M.” Ashleigh had applied for a $2,000,000
increase in its authorized operating line for a total of
$4,500,000. The estimated increase was based partly
on anticipated inventory and receivable peak levels
for the new product.

INDUSTRY: 21 Chemicals and Allied Products
ISSUES: 396 Bank Lending
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122 Financial Analysis
127 Financing
110 Entrepreneurship

Canada/USA Small 1987 12 PAGES
AUTHORS: White, R.W. Foerster, S.R. Wirick, R.G.

CASE 4 ADVANCED TECHNOLOGIES INC. ﬁgu 4 Advanced Technologies

Advanced Technologies¥
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The vice-president of Advanced Technologies
contemplates the appropriate strategy to manage the
firm’s U.S. dollar exposure. Alternatives considered
include call options, forwards, and tunnels.

INDUSTRY: 21 Chemicals and Allied
Products
ISSUES: 142 Hedging
130 Foreign Exchange
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Canada Large 1992 9 PAGES

AUTHOR: Hatch, J.E.
CASE WRITER: Galli S

"CASE 5 ALFRED BR‘QOKS MENSWEAR 5 Alfred Brooks SR
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The treasurer of a Toronto men’s wear manufac-
turer attempts to negotiate bank financing for his
company. The task is made more complex by the need
to purchase material from Hong Kong and sales made
to the United States and Italy.
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ISSUES: 396 Bank Lending 1
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0 |
Canada Medium 1989 18 PAGES :
AUTHOR: Hatch, 1. E. |
CASE WRITER: Cox S i
i

CASE 6 BELLEVIEW HOTEL LIMITED %@J 6 Beilevnew R

The president of a new hotel venture in Eastern
Ontario is faced with making a finance decision. The
choices include mortgage debt and common stock, and
preferred and common stock. The case is designed to
be the first long-term financing case the student faces.
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INDUSTRY: 72 Hotels, Rooming Houses, Camps HzE— /\Kﬁﬁm@ RZEH
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Ontario, Canada Small 1989

AUTHOR: Humphrey, J.A.
CASE WRITER: Nason R
IVEY-Rev.of Seaway Hotel Ltd.-Also in Russian.

5 PAGES

November, 1993, Christine Hayes, vice-president
finance, of Rocky Mountain High Ski Resort Inc.
(RMH), was examining the alternatives for financing
the proposed Phase 2, $25 Million expansion. The
well-known Western Canadian all-season resort
planned to add several new runs, additional
snowmaking capacity, another high-speed quad chair
lift, a 700 seat restaurant, a new retail ski equipment
store, and to upgrade the existing infrastructure. The
directors of RMH were scheduled to meet in two
weeks to approve both the proposed expansion and
financing plans.
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It is early October, 1994 and Huaneng Power
International (HPI), an independent power producer in
the People’s Republic of China (PRC), is in the
process of executing a global equity issue to raise
funds for the construction of new power plants. The
company is planning to list the new shares through an
American Depositary Receipt program on the New
York Stock Exchange. The company has recently
reduced the price of the issue due to poor market
conditions and investor resistance to the price range
stated in the preliminary prospectus. The student must
decide, as HPl management, whether the new offer
price and choice of listing exchange is reasonable in
light of recent market events and the political,
economic, social and technological environment in the
PRC.
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