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The Eldora Company*

Sean Andrews, operations vice president for The Eldora
Company, the largest and most profitable manufacturer of mountain
bicycles in the United States, was struggling to clear up the
accumulation of messages, correspondence, and reports that had
accumulated during his recent trip to an Asian bicycle industry
fair. The president of the company, the head of marketing, and he
had returned the previous Sunday; next Saturday the three of them
would be gathering "off campus" to review what Eldora should do.
All three of them were convinced that Eldora had to do something
significant, but what? Whatever they did, Sean needed to have a
clear idea what sort of role operations needed to play, what might
be some of the pitfalls, and what capabilities would they have to
develop to carry it off. Out of those considerations, he would
need to have a point of view about what he thought would be best
for the company.

Eldora's strategy had been to copy the features of the most
expensive mountain bikes that aficionados rode into bikes that it
sold to mass merchandisers for between $100 and $200. Sean
believed Eldora's strengths lay in its "reverse engineering"
abilities as well as its logistical and production capabilities.
The design of ever lighter and more rigid frames was essential.
Furthermore, mass merchandisers demanded reliable delivery, and
Eldora's lean systems of production and logistics, developed at
considerable effort over the past five years, led him to believe
that Eldora's customer service was second to none. Eldora's
proprietary technology was in the fabrication of frames, and recent
innovation included shock absorbers both for the front and rear
wheels. Excellent logistical skills were required for the outside
purchase of hardware, such as derailleurs and freewheels, which
they bought primarily from Taiwan and assembled on the frames.

Eldora had also done well with high end bikes retailing
between $400 and $700. It acquired these bikes through a joint
venture with an Italian company, Rinaldi, and sold them to
specialty bike dealers under the private label name of "Summit".
In turn, Rinaldi marketed Eldora bikes in Europe. Exports
constituted 20 per cent of sales, and this European connection

* This case was written by Albert Trostel of the University
of St. Thomas. It was adapted from a case by Andrew D. Bartmess
entitled "The Plant Location Puzzle", published in the Harvard
Business Review, March-April 1994 edition. The alternatives that
the Eldora Company was considering were developed by a panel of
contributing consultants and academics as their solution to the
puzzle. The original case was a composite of situations with which
Bartmess, a consultant, was familiar and your author has modified
the focus and clarified several points to fit the pedagogical needs
of a course in operations management. (February, 1998)
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provided Eldora wich valuable intelligence on design and product
rends in Burope.

Whereas the larger companies had moved manufacturing to take
advantage of lower labor costs, Bldora had stuck with a domestic
acturing, marketing, and product

Strategy, keeping its manufacturing, ting,
development on one campu Boulder, Colorado, a cemter for
mountain bike enthusiasts.  That close proximity of all the
functions as well as the commnity of aficionados facilitated
cooperation between marketing, engineering, and manufacturing, and
rovided quick fee 'y contemplated design changes £
Quick design capability plus the lean, flexible manufacturing
Systen resulted in very short lead times compared to the
Competition.

gngortunately, the gronth of the US market had setcled dom to

round 2 per cent per year, while the Asian markets for the same
Rind o Bikes wets dbubling ammually. . Furthemore, Eldora’s

compecitors vere moving cheiz facilities to Asia, where they would
only a labor cost advantage, but distribution cost
SGvantages a8

e nembers of the management group wers convinced chat

Asian markets presented, but they were unsure how 14
approach them. ney examined all the displays at the

eing and Tiacened to wnat people were saying their xcicenent
was increasing, o were ques! e £light home

1 Capture boch che advantage of lover labor costs and proximity
o Boulder by locating assembly in

2. Open a small office in China staffed with one of their people
£9"collect infornation about the Chinecs market distribution
nannels, local conditions and laws, as well as idemtity

potential joint venture partners. In that way the management
Bp cou13 be move. Sieas on how they should proceed

Establish a joint venture whereby Eldora would provide the
product”and process knowledge and che Joint venturer vould

manage both
4. Forge an ailiance with an Asian conpany snd establish o fina:

sembly plant. Keep frame production (the high tech end of

Eldora’s Spezation) close to home. Locace the assenbly plant

near the strongest comperition and count on the joint venture
pastners for the distribucion network and for knoviedge of the
Chinese and Indian markets
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