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ABSTRACT

This case is about the shoe manufacturing company, Crocs, Inc.  The company began selling shoes under the Crocs brand in 2002 and went public in February 2006.  Since its IPO, the company has faced a number of challenges:  Filed lawsuits against other shoe manufacturers for patent infringements, answered a challenge about the safety of the Crocs shoes, falling stock prices, increasing raw material costs, and a lawsuit from shareholders challenging statements made by managers.

OVERVIEW
Crocs has developed shoes using a closed-cell resin called Croslite.  The Croslite formula is considered a trade secret and has not been patented.  The formula is protected by confidentiality agreements with third-party processors.  The shoes are a unique design and come in a variety of bold colors.  Offering 11 models of shoes in 2005, the company now offers over 250 models.  In addition to the original consumer shoes, the company offers “Crocs at Work” that targets healthcare and foodservice workers and YOU by Crocs™ that offers a women’s fashion line of shoes.  Crocs offers charms to decorate the shoes through its Jibbitz line and has added apparel and sports equipment to its product line.

The company sells its shoes through wholesale customers that include national stores.  The company does use third party distributors in the international market place.  Crocs recently began selling its shoes through company owned retail stores, kiosks, and outlet stores.

Crocs shoes are made at company owned plants, which produce 17% of the company’s products, and third party production facilities around the world which produce 83% of its footwear products.  Completed products are shipped directly to the customer or to a company-owned regional distribution center.

The company has grown through acquisitions, licensing agreements, and internal development of new products.  Crocs has acquired Jibbitz, which makes charms for its shoes; Fury which provides sports equipment; Ocean Minded, which produces sandals for the beach; Bite, which produces performance shoes and sports sandals; and YOU by Crocs™ which provides a women’s fashion line.  The company has licensing agreements with Disney, Nickelodeon, Marvel, DC Comics, Warner Bros., colleges and universities, NFL, NHL, MLB, AVP, NASCAR, the Olympics, Gaelic Athletic Association, and the Australian Football Leagues.

Revenues have increased substantially with sales of $1.165 million in 2003 compared with sales of $847.4 million in 2007.  Crocs sold 21.6 million pairs of shoes in 2006 and 46.9 million pairs in 2007.  Gross profit in 2007 was $297.1.  Gross profit margin was 58.7% at FYE 2007 compared to 56.6% at FYE 2006, but fell to 42.9% first quarter 2008.

SUGGESTIONS FOR USING THE CASE
This case is ideally suited for a Strategic Management or capstone course, but can also be used in a Principles of Management course.  The case focuses on a manufacturing company so analysis will focus on internal operations.  Students can complete a SWOT analysis, financial analysis, and can identify the business level and corporate level strategies implemented by the company.  Discussions about acquisitions, licensing agreements, and outsourcing can also be included.  In addition, the company went public in 2006, so a discussion about the risks and benefits of going public is appropriate.  This case can be used for in-class discussion and application of course topics, small group activities, oral presentations, or written assignments.

TEACHING OBJECTIVES AND SUGGESTED ASSIGNMENT QUESTIONS
Teaching Objectives
1. Evaluate the company’s internal operations through a SWOT analysis and financial analysis.

2. Evaluate the company’s business level competitive strategy and corporate level strategy.

3. Assess the risks and benefits of acquisitions, licensing, going public, and outsourcing.

Suggested Assignment Questions
1. Prepare a SWOT analysis for Crocs, Inc.  What information can be gained about the internal operations of the company?

2. Prepare a financial analysis of Crocs, Inc.  What is your assessment of the financial condition of the company?

3. What business level competitive strategy is being implemented by Crocs, Inc.?  Is this an appropriate strategy?

4. What corporate level strategy is being implemented by Crocs, Inc.?  Are there any strategic fits?

5. What are the risks and benefits to Crocs Inc., for engaging in acquisition and licensing activities to grow the company?

6. What are the risks and benefits to Crocs, Inc. in outsourcing a portion of its production process?

7. Crocs, Inc. completed its IPO in February 2006.  What changes in operations and decision making may have occurred as a result of the IPO?

8. What are the main issues facing Crocs’ managers?  What recommendations would you make to the managers at Crocs, Inc.?

