)

. *

Toron Corporation (A)

As he looked back in mid-1975 on the progress made by Toron Corporation, the
world’s largest manufacturer of municipal lighting systems, since his assumption
of its presidency four years previously, Mr. Lyons had considerable grounds for
satisfaction. First, the company had successfully positioned itself in two exciting
new growth industries—mass transit equipment and home security systems. Sec-
ond, it had attracted qualified managers to direct these two new ventures. Third, it
had made substantial progress in strengthening its position in its traditional
business area.

Despite these tangible signs of progress, Mr. Lyons was understandably con-
cerned by the recent decline in corporate profitability. (See Exhibits 1 and 2 for
historical operating statistics.) While primarily the result of anticipated losses
associated with start-up of the company’s two new businesses, the decline reflected
a modest drop in profitability in lighting systems as well.

These developments raised in Mr. Lyons’ mind several concerns. Perhaps
the most pressing was the question of how soon the company could expect to enjoy
profit contributions in its two new markets. While both were widely predicted to
be on the threshold of rapid growth, it was difficult for him to forecast with any
accuracy the rate at which this growth would materialize, nor, if it did, how suc-
cessful Toron might be in gaining market shares in these two areas.

This case was written by Robert A. Pitts and Milton Bergstein. Copyright 1975 by Robert A. Pitts.
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