N

I i

FiNaNciAL PosT MacazINE NEw VENTURES CASE SERIES

On the Case.

- B o

OO
JUOOOd

o000oCooooritoO0DotnDoonooy
[00I0I00Imoomooro0nono0m
Oo0IOodoonOoDirorioom

Stewart Thornhill

Executive Director,

Pierre L. Morrissette

Institute for Entrepreneurship,
Richard Ivey School of Business,

I CAN'T TELL YOU HOW OFTEN ENTREPRE-
NEURS STUMBLE ACROSS ISSUES IN MAN-
AGING GROWTH — ESPECIALLY WHEN OP-
PORTUNITIES HIT HARD AND FAST. WALLY
HAAS, THE SUBJECT OF THIS MONTH'S

IS OUTSTRIPPING CAPACITY AT HIS ST.
JOHN'’S, N.L.-BASED TECH FIRM. HE HAS TO
EXPAND, OR RISK LOSING THE DOMINANT
POSITION IN HIS NICHE. BUT HOW MUCH
GROWTH CAN HE AFFORD? WHERE WILL
HE FIND THE SPECIALIST STAFF HE NEEDS?

University of Western Ontario CASE STUDY, |S A CASE |N PO'NT DEMAND
WALLY HAAS HAD MUCH to celebrate as 2007 slipped into 2008. As he wel-
comed the new year, he could proudly look back on a banner performance at his rm,
St. Johns, N.L.-based Avalon Microelectronics. Haas had founded the company a
maker of specialized software for microchips used in high-speed data transfer  just
four years earlier as a tiny startup in a remote location with little more than a good
idea. Over the past 12 months, it had generated sales of $1.5 million, a ten-fold in-
crease from the year before. Better yet, Haas was projecting sales to grow as much as
40% in 2008, a pace he expected to maintain for several years to come.

But even as the metaphorical champagne owed, Haas knew that the outlook for
Avalon wasn t all wine and roses. Serious issues were beginning to emerge, and Haas s
company was struggling to keep up as demand for its products and services began to
outstrip the companys capacity. Much to Haass chagrin, Avalon was starting to turn
down business. Fortunately, Haass market position was protected for the time being
as there were no direct competitors in Avalon s niche to snatch the clients the company
couldn t take on right away. But Haas was certain that it was only a matter of time be-
fore someone would try. The only solution to his problem was to expand Avalon, fast.
The question was, how  and where?

I m worried about the near future, Haas would say when asked about his business.
What happens when rms in our space start to encroach on our turf? We may be
growing at 40% a year, but what happens ve years down the road if our competitors
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