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Worcester Beef Case Issues

EXECUTIVE EDUCATION

1) Leadership

2) Family

3) Financial

4) Industry Dynamics
5) Strategy

6) Succession of CEOs
7) Corporate Culture
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The three components of entrepreneurial tmnsxt:omng are shown at the
appropriate higher levels. Communication is of paramount importance as

everything is built upon it.




Family Issues

( Often in conflict with business goals)

it © Emotional Concerns
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BA‘BSON Corporate Culture ...:

{CUTIVE EDU

e Human side of the firm
e Shared beliefs and goals
e All-for-one mentality

e Together we can do it

e We are a team!
e OR, THE WORST NIGHTMARE !




What Characterizes an Entrepreneurial Culture ?

e Enlightened LEADER RATE:

g
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e Breeding ground for Entrepreneurs

e Jdea-rich environment
e OPPORTUNITY OBSESSION'!
e Tolerance for failure

e Entrepreneurial Intensity:

Risk-taking, Innovativeness, Pro-activeness

e Bottom up/Top down

e Resource availability

e Competitor and market sleuthing
e Compensation / Motivation

e Darwinian adaptation

e Conducive physical environment

v

e Team spirit, Us against them , We all win together !
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What Characterizes an Entrepreneurial Culture ?

Enlightened LEADER

Breeding ground for Entrepreneurs
e JIdea-rich environment
e OPPORTUNITY OBSESSION'!
e Tolerance for failure

e Entrepreneurial Intensity:

Risk-taking, Innovativeness, Pro-activeness

e Bottom up/Top down

® Resource availability

e Competitor and market sleuthing
e Compensation / Motivation

e Darwinian adaptation

e Conducive physical environment

e Team spirit, Us against them , We all win together !
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What Characterizes an Entrepreneurial Culture ?

e Enlightened LEADER RATE: 0-10

e Breeding ground for Entrepreneurs

g
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e Jdea-rich environment
e OPPORTUNITY OBSESSION'!
e Tolerance for failure

e Entrepreneurial Intensity:

Risk-taking, Innovativeness, Pro-activeness

e Bottom up/Top down

e Resource availability

e Competitor and market sleuthing
e Compensation / Motivation

e Darwinian adaptation

e Conducive physical environment

e Team spirit, Us against them , We all win together !
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@B Worcester Beef

Eéﬁ%?ﬂ Grant and Searles
January 6, 2006
HEADQUARTERS
Sales/Marketing Operations Business Finance
Allan Herd N Development N
(Grant's son-in-law) (Carl Palmer) Jerome Searles (Kate Conway)
BUSINESS |[UNITS
Specialty Products Retalil
Jacquelin Searles Geor ee?earles Brokerage Government
g Marty Searles (Joe Testor) *
‘Cold Storage ‘Commercial Real Estate \ ‘Truck Leasing \




Culture: Human & Organizational Needs
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ASSETS - LIABILITIES
NUMBER OF SHARES OWNED: Manuel Searles: 10,000; Edward Grant: 10,000

WORCESTER BEEF BALANCE SHEET
December 31, 2005

(all numbers $ 000)

Current Assets
Cash
Inventory
Receivables

Total Current Assets

Long Term Asseis
Property, Plant, Equipment
Other Long Term Asseis

Total Long Term Assets

TOTAL ASSETS

Current Liabilities
Accounts Payable
Short Term Debt

Total Current Liabilities

Total Long Term [iabilities

TOTAL LIABILITIES

= NET WORTH (Sharcholders Equity)

??

$ 340
1,580
1,220
3.140

3,330
260
3.590

$ 6,730

2,850
1,100

3.950

2.400

$ 6,450
$ 280



) Worcester Beef Statements of Operations

BABSON

EXECUTIVE EDUCATION (A" numbers in $ 000)
? ? 1955 1965 1975 1985 1995 2005
n |
Wholesale 4,100 19,900 41,800 74,000 101,000 89,000
Retail 1,200 2,600 3,700 4,200 5,700 6,400
Total Sales 5,300 22,500 45,500 78,200 106,700 95,400

Cost of Goods Sold

Wholesale 3,200 17,900 37,600 66,600 90,800 80,500

Retail 840 1,900 2,800 3,200 4,300 4,800

Total 4,040 19,800 40,400 69,800 95,100 85,300
Gross Profits (combined) 1,260 2,700 5,100 8,500 11,600 10,100
GS&A (Combined) 1,142 2,270 3,900 6,300 10,500 10,540
Operating Income (combined) 118 430 1,200 2,200 1,100 (440)
Net Profit 10 170 310 550 170 (610)




The Money Machilg in Its Context

. cLOBAL ECONOL,,..
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Figure 11.1
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Source: The Center for Competitive Success, “Money Machine.” Copyright © 2000 by Michael

E. Gordon. Used with permission.



sssNfalue Proposition

Meat packer & wholesale distributor
of meats and other food products to

restaurants, hotel chains and super-

markets in New England (B2B).




@ Meat Packing & Food Distribution

BABSON




Food Distribution

——

——

We Represent These Fine Companies

CANNED HAM BRANDS

Domestic
Rath
Swift
Imported
Polish
Krackus
Atlanta
Yugoslavian
Adria
Zagreb
Esco
Danish
Hafnia
Holland
Tulip
Zwan
Twello
Unox

N

IMPORTED FROZEN BEEF:

Australion Lamb
Australion Beef
Australian Veal
New Zealand Lamb
New Zealand Beef
New Zealand Veal

-

BEEF—LAMB—VEAL & PORK PRODUCTS
Rath Packing Co.
Lundy Packing Co.
Columbia Packing Co.
Riegel Provision Co.

Oscar Mayer

M. M. Mades

Jones Dairy Farm
Swift Brown ‘n Serve
Buddig ,
Genoa Packing

Perri Sausage
Rothman

Cudahy Packing Co.

POULTRY & DAIRY PRODUCTS
Swift & Co.
Maplewood Poultry Co.
Marval Pouliry
Rath

Weaver Poultry
(Turkeys, Ducks, Geese, Capons and By-products)

Lond O’ Lakes
Clearfield

Hoffmaom

Cooper

South American Beel

MOSEY CCORNED BEEF CO.
WINDSOR FROZEN FOODS

INSTITUTIONAL DIVISION:

Porticn Conirol beef, lamb, pork
Cooked Roast Beef, Corned Beef, Turkey,
Shortenings
French Fries

\




EXECUTIVE EDUCATION

Does the CUSTOMER
value this
VALUE PROPOSITION ?




EXECUTIVE EDUCATION

Many
Industry

Disruptions




CHAPTER 20 Total Quality and the Human Factor

TREND TOWARD BOXED BEEF

Percentage
90 BoxedBeef
- /—4
0
Boxed Beeifféf”'
60
50

T~—""X

30
20 _____-/

\\\\Jifffilarcasses Sold

0
1972 1974 1977 1979 1882 1985 1987
Year

SOURCE: National Food Review 12 [1989).



PRODUCT
VARIETIES

Industry Segmentation
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I The Industry Life Cycle as an S curve |

Performance

Ferment

] Time N



Family Business Balancing Act

Business

Issues

Family

Issues

Finding
the

Balance




@ Dimensions of Leadership

BABSON

EXECUTIVE EDUCATION

- Process

- Traits

- Function

- Behavior

- Power

- Vision and Values

- Communication




@ What should leaders do ?

EXECUTIVE EDUCATION

« Lead change

* Vision / Mission
 Financial Strength
« Communicate

o Strategy

e Tactics

 Risk Management

 Fixate on New Opportunities
-]




@ What should leaders do ?

IVE

EXECUT EDUCATION

 Train Future CEOs
 [ncrease Resources
 Allocate Resources
 Develop Corporate Culture
« Moral Tone

o Strategic Initiatives

« EXECUTE !

e and more ...
.




B What killed Worcester Beef ?

BABSON

EXECUTIVE EDUCATION

e Non-entrepreneurial Leadership
e Lack of Strategic Planning

e Significant Industry Disruptions
e Marginalized Value Proposition
e Dysfunctional Culture

e Poor Decision Making

e Absence of Transformative Thinking

Babson College | Center for Competitive Success




Gordon’s Value Cycle (2005)

Meat Packer &
Food Distributor

in New England \

Only

actions

that

lead to
MONEY




® Strategic Planning: AVOID at your peril!

BABSON

r, SCUTIVE EDUCATION

Assessment —ision Cptions

Moni or SeleCt ONE

Befst
Progress

Contintiously

Do it! initiatives
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74 « PROFIT FROM THE CORE

Forward

Local integration Bacinard

integration

Global

expansion Se“. Capablilty
outside

New Value New-to-world

Internet Geographies Chain Steps needs

New
Distribution New Channels New Businesses substitutes

_ New Customer New New

Indirect Segments Products models

Microsegmentation
of current segments
o

Next generation

A

Unpenetrated
world
segments New Complements
segments

Support services




Adjacency Map — Alcoholic Beverage Company

3-2 The Multistep Adjacency Map of an Alcoholic Beverages Company

Product
Technol 4 :
echnology T Communications -+ Media everages
Management software = Luxury goods Soft drinks
Database management = Publications s
: , = Branded merchandise Cider
High-speed packaging )
beorai beewkia T Clothing Hybrids
igh-gravity re\.,vmg | Spirits
Bottling/

Packaging canning =t Beverages Beer
Barle materials Distilling/ Physical Retail Home

Y Y

Backward growing manufacturing brewing Blending Marketing ~ distribution Wholesalers ~ advertising  delivery Forward
1 ] 1 ] 1 1 1 [} 1
Integration ' ' N ' ' ' ' ' Integration -
Britain
Off-trade
Ireland fManu—v Pubs
Continental Europe o 2 Night clubs
. year-old adult Sales S b
North America el dlinkats _ ports bars
Asia Marketing HORECA
Aicn All male drinkers Financial Vending
Gas stations
Rest of world | Fermale drinkers Human resources Birect te home
Duty free Joint ventures Home vending
Nonalcohol adult drinkers Turnaround management
Geography Channels

Consumer Segment  Capabilities



