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H. Richard Eisenbeis, Colorado State University—Pueblo
Sue Hanks, Colorado State University—Pueblo
linda Shaw, Colorado State University—Pueblo

% usan Reynolds carefully studied her first
annual performance review at Marco

~ Pictures, a highly successful motion pic-
ture company headquartered in Los Angeles.
Although in many respects the review was favo-
rable, she was disturbed by the following com-
ments made by Anita Lockwood, her immediate
supervisor (Appendix | and Appendix l):

# My only concern is Susan’s fen-
dency to stay in her office and
avoid contact with others in the

“touch base” with the depariment
heads periodically to defermine

company. As the controller, she
should be involved with the pro-
duction, postproduction, licensing,

me

the future requirements of the ac-
counting department.

She should also become more
involved in the personnel matters
of the department. She should be
aware at all times of the status of
work in the department and should
be the first ‘manager’ to tackle per-
sonnel problems as they arise.

As Susan reflected on these com-
nts, the following thoughts went

through her mind:*

Perhaps | should have listened to
Bill, my assistant, confidant, and

*These are direct quotes from one of the principal characters. The names of the firm
and people involved in the case have been disguised.

Copyright © 2009 by the Case Research Journal, H. Richard Eisenbeis, Sue Hanks,
and Llinda Shaw. All rights reserved to the authors and NACRA.

royalties, and other departments.
She should be aware of the activ-
ity going on in each and should

This case was presented fo the North American Case Research Association af its
annual meeting October 27-29, 2005, North Falmouth, MA. We want fo thank the
editor of the Case Research Journal and the anonymous reviewers for their fime and
valuable suggestions.
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colleague (at Marco), who ad-
vised me 1o find a job where |
didn't have to supervise people,
and where my considerable audit-
ing skills would be more valued.
He also suggested that perhaps
instead of worrying, | should
have spent more time looking
for another position. Maybe, he
was right.

But, my job with Marco is
consistent with those where qu-
dit managers with my skills and
experience end up and perform
very effectively. | like this job. |
like these responsibilities. Why
isn't this working2 Maybe | had
better be moving on.

But, Anita has been good to
me. | don't want to take advan-
tage of Marco by not felling her
that | am in the process of looking
for another position. It would be
just plain unfair for me to remain
on the payroll knowing | may
soon be leaving.

O PICTUIRES IR/

Marco  Pictures was founded by
two individuals, who became highly
successful in distributing motion pic-
tures in international markets. In the
1970s and 1980s, these two men
decided to make a relatively inex-
pensive movie that became a monu-
mental box office hit. Because of the
success of this movie, the pariners
decided to make more motion pic-
tures, capitalizing upon their inter-
national distribution experience to
finance these movies by “pre-selling”
the rights in worldwide markets. By
September 1986, the movie and its
sequel had generated worldwide

box office revenues of more than
$390 million.

In 1986, Marco became a
publicly traded company. By 1990,
Marco had consolidated assets of
$632 million. Consolidated net in-
come for the year ending December
31, 1990, was $61 million on rev-
enues of $269 million.

In the high risk motion picture
industry companies must make a
large investment in the production
of each motion picture while gam-
bling that the movie will be well
received in theaters and other ven-
ves. Often a picture’s success in
future markets depends largely on
its success in theaters. Even movies
that are highly acclaimed by crit-
ics are not guaranteed a profitable
outcome,

Marco operated under three ba-
sic principles that were established fo
minimize shareholder risk:

1. to produce and distribute a lim-
ited number of “event” motion
pictures (movies with casts and
themes having major box office
appeal),

2.to finance those productions
through “pre-sales” of exhibition
rights in the various media around
the world, and

3. to maximize return on investment
from “ancillary” markets such as
video, television, and merchan-

dizing.

The financial group at Marco
was headed by Anita Lockwood
[vice president of finance) and in-
cluded the accounting, payroll,
royalty, and cash management de-
partments. Although Susan Reynolds,
in her position as confroller, was
nominally in charge of the twelve-
person accounting department and

reported to Anita lockwood, there
was no formal organizational chart.
Those accounting personnel who
had been with the company since
its inception, as well as those who
had worked directly with Anita be.
fore her career move from controller
to vice president, continued to repori
directly to Anita affer her promotion.
Moreover, Anita dirgctly assigned
projects to personnel in all depart-
ments regardless of position. This
lack of formal reporting lines was
somewhat consistent for the enter-
tainment industry, and especially for
a company that was still young and
entrepreneurial.

A0 LOCKWC

Anita Lockwood, 37, grew up in
an affluent Los Angeles suburb.
She was the younger of two sisters
and was quite vivacious. She had
initially planned to become an el
ementary school teacher, but even-
tually attained a master’s degree in
accounting. She began her account-
ing career with the audit divisicn of
a big-six accounting firm. After two
years, Anita left public accounting to
work in the accounting department
of a large entertainment company
where, in her capacity as manager
of general ledger reporting, she su-
pervised several accounting clerks
and worked closely with other ac-
counting supervisors. A year after
Anita’s former supervisor had de-
parted the company to accept the
controller position at Marco Pictures,
he was promoted to the position of
vice president of finance. Faced with
filling the controller position, he re-
membered Anita’s professional com-
pefencies and managerial ability and
offered her the position. Recognizing

—
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the future opportunities she might
have, she eagerly accepted. Later,
when he was promoted to chief fi-
nancial officer, he ance more chose
Anita to be his successor.

After her promotion to vice
president, one of Anita’s first respon-
sibilities was to find a new control-
ler. During the search and interview
process she learned that Susan, who
had worked in the same big-six ac-
counting firm with Anita, was look-
ing for new employment challenges
and opportunities. Anita had been
impressed by Susan’s auditing and
accounting skills and believed that
Susan would be a valuable addition
for Marco. Following inferviews by
Anita and Marco’s CEO, Anita of
fered Susan the job. Anticipating that
this would be a smart career move,
Susan accepted.

JUSan Keynoid
Susan Reynolds was born and
raised in rural America. Growing
up, her activities were restricted to
public school, household chores,
and church activities. Religion was
very important to Susan's Fumily
and her parents were strict disci-
plinarians. Spending her formative
years in this environment, Susan
developed a strong work ethic and
a respect for authority. She was
also quite reserved and shared little
about her personal life with anyone
other than her few close friends.
Her parents were strong supporters
of higher education, even though
both had managed only to earn a
high school education. Graduating
as valedictorian of her high school
class, Susan went on fo comp|ete
an undergraduate degree in ac-
counting mainiaining a 3.88 GPA.

Upon graduation, she was recruited
by several of the leading accounting
firms and eventually accepted a po-
sition with a big-six accounting firm
in Los Angeles.

Within two years Susan was
promoted to audit senior and three
years later fo audit manager, a posi-
tion she held for four years prior to
her move to Marco. Susan’s respon-
sibilities included being in charge of
the audit of a large entertainment
client. The assignment included co-
ordinafing the activities of two other
audit seniors and supervising two to
three staff members. She was most
comfortable and motivated in her
position as audit manager when she
was designated as the second man-
ager on a project. The primary man-
ager would be in charge of the more
ambiguous aspects of the task, such
as developing and maintaining inter-
personal relationships, while Susan
worked behind the scenes making
sure that all the details of the assign-
ment were carried out as required. In
situations where responsibilities were
not well defined, such as following
through on client billings and main-
taining client contacts, Susan was
often uncomfortable.

AT 4
AT M

R
ARCO

"“What a fantastic officel What a
fantastic job!” Susan often marveled
at her large corner office overlook-
ing Sunset Boulevard. Tower Records
was located right across the streef
and she recalled that not long ago
she watched in awe the throng of
people standing in line hoping for a
chance to get the autograph of a fa-
mous recording artist. In the evening

she was able to see the sun seffing
over Hollywood. Nevertheless, even
before receiving her annual perform-
ance review, she began to feel ap-
prehensive that something was not
quite right.

Susan’s earliest projects with
Marco had gone smoothly. Her
schedules had been concise and
reasonable and the external auditors
had been able fo finish in less time
than the previous year, resulting in
substantial savings for Marco. Susan
worked closely with the auditors and
welcomed the interaction with them
and the opportunity to learn more
about Marco’s corporate structure
and its international ventures. But, as
she was assigned other projects, her
enthusiasm waned. Her first concerns
surfaced after seven months, when
Anita's office was moved to the op-
posite corner of the building. Before
the move, Susan could catch Anita in
the mornings for a short chat about
what was going on within the de-
partments before she had settled into
her schedule for the day. Gone were
the days when Anita would spend an
hour here and there with her, telling
her about the company’s ongoing
operations, its key players, and the
company’s financial strategies. She
was also concerned that the partici-
pations/royalties and payroll clerks
offices—two departments with which
she had to work very closely—were
now located closer to Anita’s office
than hers.

However, these morning meet-
ings were no longer feasible. Anita
commuted 60 miles to work and her
time in traffic was often unpredict-
able. By the fime Susan was certain
that she had arrived, Anita was
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offen busy with others or engrossed
in her current spreadsheet project.
Susan felt that just “touching base”
was not a valid reason for inferrupt-
ing Anita’s train of thought. Conse-
quently, Susan felt they talked all too
briefly and then only about specific
questions regarding Susan’s current
projects. Although Susan knew that
Anita was busy, she often wished
that Anita would hold weekly staff
meetings sc she would know more
about what was going on in the de-
partment and the company. As a re-
sult of Anita’s move, Susan suddenly
felt out of the loop.

One of Susan’s first assignments had
been to complete the annual U.S.
Department of Commerce survey.
Anita’s instructions had been:

This survey needs fo be completed
as soon as possible. We've al-
ready extended the due date
once. This project will be a good
way for you to learn where spe-
cific financial information can be
found in the general ledger and
files. It will also be a good way
for you to learn about Marco's
operations. Feel free to ask me
any questions you may have as
you compile the data and write
the final report.

After successfully completing the
project, Anita had Susan undertake
some of the department's more rou-
tine activities, giving Susan the fol-
lowing instructions:

Until we hire an assistant con-
troller, | want you to review the
invoice packages before the
checks are taken to Joe [the chief

financial officer) for signature.
We're just now finishing the fi-
nancial package for May. Joe
wants us to reduce the fime it's
taking to close the general ledger
at the end of the month and pre-
pare the financial package for his
review. Beginning the last week
of June, | also want you to start
working with the participation/
royalty and pay clerks to make
sure they get their journal entries
prepared and posted as quickly
as possible. Once we have the
final copy of May’s package, we
can go through it together so you
can see how each department
contributes to the final product.

Susan had been performing as
expected for three months when An-
ita was finally successful in hiring an
assistant controller to support Susan.

Bill Mayer (30) was a recent gradu-
ate of UCLA with a master's degree
in accounting. Prior to returning to
school to pursue his graduate de-
gree, he had completed two years
active duty with the Army reserves
and been employed by a small ac-
counting firm in Los Angeles. Upon
completing his MS in accounting,
Bill passed the CPA exam on his
first attempt and immediately began
searching for a more challenging
position than was possible with his
current employer. He was brought
to Anita’s aftention by a member
of UCLA’s accounting faculty, an
acquaintance of Anita’s, who had
heard through the grapevine that
Marco was searching for an assistant
controller. An interview followed dur-
ing which Anita became convinced

that Bill would be a perfect fit. She
found him to be outgoing and per-
sonable and was impressed with
his academic performance and his
recommendations from his previcus
employer. Susan had also expressad
to Anita that she believed Bill would
be a welcome addition to the team.
Susan and Bill began an enduring
cordial relationship.

Once Bill was on board, Anita
gave the following instructions to
Susan and her new assistant:

Now that Bill is on board, | went
him to review all of accounts pay-
ables work. | also want hifn to
orchestrate the month-end closing
process, as well as the prepara-
tion of the financial package. |
want you (Susan) to review the
financial package before | do.
Then, I'll review it before we give
it to Joe. Deloitte and Touche will
be here in two weeks to audil
Marco International’s financial
statements. Here's a list of the
schedules you need to prepare
and have ready for them when
they arrive. | also want you fo
provide access to all the docu-
ments they may need and answer
any questions that may arise.

Although Bill was a welcome addi-
tion to the accounting department, as
time passed Bill assumed more and
more responsibility, and Susan be-
gan to feel that her talents were not
being utilized to the extent that they
should be. In addition Anita seemed
to be becoming more distant. For
example, one night as Susan was
leaving the office, she noticed that
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Anita was working late. On her way
out, Susan stopped by Anita’s office
and asked:

“Is it going to be another late
one?”

"Looks like it,” Anita replied.
“Anything | can do to help?”
“No, Charles [Marco’s CFQ)

wants me fo run some new num-
bers through this pro forma for
his meetings tomorrow,” Anita
answered.

“Sure you couldn't use some help2”
“No, but thanks for asking”
“Okay, see you in the morning.”

“Have a good evening”

It bothered Susan that Anita
would not let her help and seemed
to be so determined to do the work
herself. “But, she’s the boss and in
reality this appears fo be how she
prefers to do things,” she thought.
Another concern was that although
Anitg had instructed her fo review
the month-end financial package be-
fore passing it fo her for review, over
the next few months Susan’s review
came to be concurrent with Anita’s
or was skipped altogether. Having
these responsibilities taken from her
further increased her anxieties.

Susan would have preferred to

have more interaction with others in
the department but felt left out when
it came to administrative and per-
sonnel matters. She believed that if
more information was shared with
her, she would have been able to
help the depariment run more
smoothly. She knew she had more
fo offer than she had the opportunity
to give. For example, Susan recalled

the time when Bill had fold her that
he and Anita were getting ready to
dismiss the cash management clerk
in her department. She knew nothing
of the decision until right before Bill
and Anita had asked him to clean
out his desk! Susan believed that Bill
informed her only so that she would
be ready for any commotion should
it arise.

Moreover, Susan was not en-
joying her current assignment. It
involved a lengthy analysis of all
the transactions posted to the “inter-
company” accounts between Marco
and Marco International over the last
two years. This long, complex and
tedious project required that Susan
spend countless hours doing the
work herself. Although she wished
that she could have delegated some
of the work, in the past Anita had
indicated that she had taken sole
responsibility for this undertaking.
Susan believed that Anita also ex-
pected her to do the entire project
without assistance.

As the task of analyzing the
intercompany accounts began to
drag on, Susan began to think more
and more about her current situation.
It bothered her that she was receiv-
ing inadequate feedback from Anita.
And, dlthough Susan continued to
view Bill as a close friend, she began
fo have concerns about her willing-
ness to share supervisory responsi-
bilities with him—especially those
tasks she found to be distasteful—
and how this would affect her over-
all performance review. Several
questions went through her mind:
Shouldn’t Anita be giving me more
direction? Why doesn't Anita fell me
directly if she is dissatisfied with my

performance and what she expects
me to do differently? What exactly
are my supervisory duties? What
does it really mean to “manage”
this department? What should | do
at this pointe

It had been very different in pub-
lic accounting where each assign-
ment had an overall plan from which
it was easy fo identify each person’s
specific duties. And, although she
had had supervisory responsibilities,
the staff members under her direction
were all self-motivated high achiev-
ers who required little or no direct
supervision.

Because of Susan’s doubt, her
belief that asking for more direc-
tion would reflect negatively on her
performance, and her increasing
concerns about her overall value
to Marco, her self-confidence and
selfesteem began to suffer. She
was troubled that working diligently
and producing accurate reports and
schedules was simply not enough.

In preparing for Susan’s upcoming
year-end performance evaluation,
Anita thought about Susan’s initial
orientation into the accounting de-
partment. When Susan began her
employment at Marco, Anita re-
called that she had spent quite a
bit of time with Susan talking about
the company, how its projects were
going, and its financial status. In ad-
dition to expecting that Susan com-
plete the special projects assigned,
Anita anticipated that Susan would
easily be able to assume the day-
to-day supervisory responsibilities




