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The Medex Case: Restructuring a Small Food Company in a Transition Economy
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Teacher's Notes
These teacher's notes were written by Maja Makovec Brenčič and Monika Lisjak, Faculty of Economics, University of Ljubljana, Slovenia, as a part of Leonardo da Vinci project “Moving towards the case method”.

The case is intended to be used as the basis for class discussion rather than to illustrate either effective or ineffective handling of a management situation.
The authors gratefully acknowledge all the contributions and the insightful comments made by Janez Damjan. 
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1. Synopsis
The Medex Company was established in socialist times fifty years ago by the Beekeepers Association of Slovenia to export honey, and to supply Yugoslav beekeepers with beekeeping equipment. During the 60s and 70s it grew to a midsize company, becoming a major honey processor and retailer in Yugoslavia, but also among the largest in Europe. A short description of Medex's development throughout that period offers some insights into the development and management of socialist enterprises. 
After 1991 Slovenia entered a period of transition and its economy was faced with many new challenges. Medex was a typical example of a company in the transition economy. The company had lost a major part of its market and supply after Slovenia became independent and most of the remainder of Yugoslavia turned into a battlefield. Medex had to diversify to keep afloat, but it also downsized, keeping only a third of its workforce. That part of the case illustrates the difficulties for food and other companies in the Slovenian economy after losing the former Yugoslav market.

What made the Medex case special was its director, Mr Mižigoj, who had been running the company with great success since 1961. In his fourth decade he also managed to get control of a major share of the company without bringing it into serious financial difficulties. Finally, and still on time, he handed the company over to his daughter, Ms Kandus, who had to find a new vision for the company. She was faced with human resource issues and serious market challenges, such as consolidation in the retailing sector. Many changes in production standards and market conditions were also expected from the fact that Slovenia was to join the EU in 2004.
2. Teaching Objectives and Target Audience

The main objective of the case is to evaluate the Medex marketing strategy through time, and its product portfolio at the time of the management change. On the basis of such an analysis strategic options for Medex could be discussed and a new marketing programme proposed. All macro-environments should be taken into consideration, especially economic and political changes in transition countries before joining the EU. Furthermore, management processes in an SME company, which is highly dependent on individual personalities, could be discussed.
The case was developed for undergraduate business students, but would suit higher levels of business students as well. The case can be best used in Marketing management and Marketing Strategy courses, but also in General Management and SMEs Management courses. 

3. Teaching Suggestions
Medex was meant to be a decision-focus type case. As a rule, managers in real life have incomplete information, and are not fully aware of all the advantages or disadvantages of each decision. This is especially true for managers in SMEs who can seldom afford expensive market studies or ad-hoc research projects. That was also the case with Ms Kandus and her team, who had to make major decisions on the basis of available information. Students should be aware that only the information present at the time of the management change at Medex is presented, but they could also be invited to search for additional information about the European food market, etc.

Students should read the case in class so the teacher can lead a discussion of each topic and elicit alternative decisions during a single class session. It is then further suggested that the students be given the task of looking for additional data for certain topics, and preparing longer answers for each point. Finally, they could suggest major strategic decisions for Ms Kandus on the basis of their knowledge and newly acquired data. As such, the Medex case could also be used as an exam case.
4. Topics for class discussions

In order to accomplish the case objectives, the following list of topics and questions could be addressed: 
1. Define the company's strategic orientation during different periods.
2. How would you define the company identity and mission during socialist times and in the transition period?

3. Which were key environmental factors influencing the company during the transition period?

4. Describe Medex's major strengths and weaknesses.
5. Identify major opportunities and threats for Medex at the end of the millennium.
6. What were the main strategic options for Medex at the time of the management change?

7. Analyse product portfolio and suggest changes.
8. Analyse the Medex branding strategy.
9. Discuss leadership issues in SMEs after describing Mr Mižigoj as a manager and Ms Kandus' special qualifications for the CEO position at Medex.
10. Discuss some effects of full EU membership for Slovenian companies.
5. Analysis of previous topics
The case text provides information for each of the above topics that was available at the time when Ms Kandus became Medex director. In this chapter some additional information is available, provided by Ms Kandus in 2005, after she made the necessary decisions and discovered their outcomes.
Ad1: The company's strategic orientation was to develop from a production-oriented company to a product and sales orientation in the transition period, when the company almost lost its focus. 
When Ms Kandus took over Medex she put strong emphasis on marketing and she generated ideas for new product development from observations of consumer needs and traditional uses of honey, herbs and other natural materials.

Ad2: The company identity started as a socialist enterprise, with a clear mission to promote beekeeping, improve production standards, supply beekeepers and serve as a middleman between small beekeepers and consumers. Over time Medex morphed into a honey specialist and food supplements innovator, but then due to a critical situation started to diversify.
During the transition period Medex turned into a family business, which had clearly limited Ms Kandus' set of strategic alternatives. Her vision is to return to the core competence of the company, which lies in developing new food supplements based on honey, other bee products, and natural ingredients.
Ad3: Key environmental factors during the transition period were the loss of major markets in ex-Yugoslavia, the changing the nature of Slovenia's society and economy, privatization of the economy, changes in the beekeeping market, opening the Slovenian economy to imports, and the consolidation of retailing business.

Due to Medex's specific business, in which the company was clearly a leader and highly protected from imports, the above factors took effect somewhat more slowly, leaving the company ample time to adapt.
Ad 4: As Ms Kandus says, Medex's major strengths were its expertise in honey products, good relationships with beekeepers, knowledge of distribution channels, and loyal employees. Major weaknesses seemed to be the lack of an information system and basic business information, an aging workforce, a heterogeneous product portfolio, lack of innovation, and financial limitations.

Ad 5: At the end of the millennium a major opportunity for Medex was a general concern within European society regarding a healthy lifestyle. Slovenian consumers were also becoming more and more conscious about the importance of natural products. On the threats side, joining the EU would mean new competition, stricter production standards, and a weaker position to export to southeast European markets.

Ad 6: At the time of the management change Ms Kandus had to decide between the following options:

· stay an independent company or find a strategic partner;
· sell, harvest or grow the "sweet programme" (waffles, biscuits);
· develop the honey business and try to expand into new EU markets with the Medex brand of traditional Slovenian honey or concentrate on food supplements and other higher added value products catering to healthy lifestyle or improving quality of life.
Some of these options were mutually exclusive, but some seemed to be a good combination. As of the 2005 perspective, Ms Kandus decided that Medex should stay an independent company. Medex concentrated on producing food supplements. They remained a leading brand on the Slovenian honey market but did not seriously try to increase exports to new European markets. The company harvested the sweet programme by producing for private labels. Medex also kept distribution of some international brands on Slovenian markets to generate cash for core business development.
Ad 7: Through the years, the product portfolio became way too long and broad, especially with all imported products. It seemed absolutely necessary to reduce the number of items and focus on products with higher added value. Medex started that process, but due to a lack of cost structure information this was not done aggressively.
Ad 8: The Medex branding strategy was simple from the beginning, based on the corporate brand, but then a number of new brands created confusion even to their own sales force. However, many individual brands had strong recognition with a loyal customer base, and Medex management was reluctant to change branding and packaging overnight. Slowly they tried to position the Medex brand in a more disciplined manner to all their products. 
Ad 9: Mr Mižigoj's manager personality developed through four decades but seemed charismatic from the beginning. His managerial skills and entrepreneurial spirit helped him to come through many different times, and to reach great successes. His daughter Ms Kandus was also an entrepreneur with a good business education, and she had acquired managerial experience in her own company. That was important because in an SME such as Medex, strategic, production, marketing, financial and HR issues are all intertwined. But the key factor to success at Medex was that she knew the company and its employees very well. It must be noted that Medex employees were used to close personal relationships, an almost family atmosphere and strong leadership. Ms Kandus might well be the only person whom her father would trust and let make the necessary changes. 

Ad 10: In theory, full EU membership brought to Slovenian companies a huge new market of 400 million people, but they had limited means to exploit the opportunity. For most of them market conditions became quite tough, with new competition and lowering prices. Furthermore, new technological and production standards and higher costs pushed companies to new investments or even caused cessation of production.
6. Useful sources
· www.beekeeping.com 

· Medex company site: www.medex.si
· Honey industry profile: http://www.agr.gov.sk.ca/docs/crops/apiculture/honeyindustry.asp
