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Section 1
Introduction 

The F.B. Leopold Company along with Ashbrook Simon-Hartley announced in September that they were being sold by their parent company, R.W.E. Thames Water.  R.W.E. Thames water is a large, multinational utilities company based in Germany with a large office in England.  One and a half years ago, they began the sale of three of the companies in their products division: PCI Memcor, PCI Membrane Systems, and Portacell.   The sale of Leopold and Ashbrook will complete R.W.E.’s elimination of their products division.

For the past eight years, Leopold has been under its current management.  This management team has seen Leopold meet its sales targets and stretch goals for their first five years in control.  Two years ago, the company saw a slowdown in sales growth following a general slowdown in the U.S. economy.  Since then, Leopold has rebounded.

Several of Leopold’s competitors have come upon hard times.  Furthermore, Leopold has had a new product line (DAF, dissolved air floatation) slowly, but successfully gain momentum.  However, the DAF technology was imported from their parent company, Thames Water and struggled with performance and high turnover in its first few years.  Furthermore, Leopold has not been successful in their attempts to enter the ultrafiltration membrane market.  In three years, they have been awarded one project.

The prevailing sentiment in Leopold is that they are doing well, but could and should be doing much better.  The upper management team is very conservative.  They have not implemented any significant changes in operations or marketing within the past five years.  Furthermore, many employees feel frustrated by management’s unwillingness to address several operational issues.

The current question is,”what will the new owners do with upper management?”  In this model, three options are suggested: complete replacement, partial replacement, and no change.  No change is self-explanatory.  Partial replacement would consist of replacing the President, Vice President of Finance and Human Resources, and Vice President of Operations.  All three of these people have been at Leopold for over fifteen years each. This would give the new ownership some direct control over the company while leaving a large part of it intact.  Another option is to replace the entire upper management team.  This would allow the new ownership more complete control over the company and would allow for more radical change.  Leopold has a significant number of qualified people in place for succession if the new ownership would choose to promote from within.

Section 2
Model

This question was examined with a standard BOCR model.  These four factors were examined with respect to their impact on culture, image, operations, products, and sales.

The culture effect was examined using two subcategories: work environment and intercompany relations.  Work environment included organizational flexibility, employee teamwork, and employee motivation.  Intercompany relations included relations with their sales representatives and relationships with their primary vendors.

The effect on the company’s image was examined using two subcategories: internal and external.  Internal effects included those on labor, middle management, and the office staff.  External image effects included the impact on customers, their sales representatives, and their primary vendors.

The operational effects were examined using two subcriteria: office and labor.  The office effects included those on engineering, marketing, R&D, and the sales department.  The labor effects included controls shop, metal fabrication shop, and plastics division.

The effects on Leopold’s products were examined based on their major product lines: clarifiers, controls, membranes, and underdrain.

Finally, the alternatives were evaluated based on their effect on imported customers (those brought in through new management), sales opportunities to new customers, and sales opportunities to existing Leopold customers.

After evaluating the alternatives based on their benefits, costs, opportunities, and risks, the results were weighed on how they affected the following strategic criteria: industry connections and relationships, perception of Leopold in the industry, product and process innovation, knowledge of the municipal water and wastewater business, cost of replacing the current senior management team, cost of brining in a new supporting staff, the impact on the local and business communities, the impact on the company culture, and the resultant impact on the companies tradition and sense of history.  This comparison was completed using the following ratings scale with corresponding priorities: very high (0.601), high (.242), medium (.109), and low (.048).

Section 3
Results

The results of the individual subnet simulations can be seen on the attached PowerPoint slides.  For the benefits analysis, complete replacement had the largest priority by far.  Both no change and partial replacement were approximately equal to each other.  For costs, no change had the highest priority.  This was followed by complete replacement and partial replacement, which again were about equal.  For the opportunities analysis, complete replacement had the highest priority by far, followed by partial replacement then no change.  Finally for risks, no change had the highest priority, followed by complete replacement then partial replacement.

After rating the results based on the strategic criteria, the final synthesis showed that best alternative by far was total replacement with a 0.736 relative priority, followed by partial replacement with a 0.180 relative priority, and finally no change with a 0.084 relative priority.  

My initial thought was that partial replacement would be highest rated decision.  The biggest surprise was seen in the risk results, which were initially puzzling.  However this makes sense when viewed as risks to long-term survival rather than risks to short-term company harmony or sales.  After running this simulation and making the individual comparisons, the results indicate that Leopold is in desperate need of a new, more aggressive management team to take advantage of its current situation and to shape a more flexible company to respond to changing market trends.
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