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What is the problem? 

Agrico entered a legally binding contract with the software development firm AMR to 

update its farm management information system. Agrico agreed to vague terms which in the 

long gave AMR more advantages than they did to Agrico. George P. Burdelle VP of Information 

Systems for Agrico realized two major disadvantages for Agrico (1) the purchase agreement 

suggested that Agrico be perpetually locked into monthly maintenance and support fees per 

AMR’s clauses and (2) the escrow of the source code per AMR’s decision did not meet Agrico’s 

standards.  

Burdelle was increasingly aware that the escrow did not adequately perform backup 

technicalities. Moreover, Burdelle was looking for a way to get the source code for Agrico to 

decrease the probability that AMR would not perform, that the backup methods provided would 

fail, and that in case that the relationships between the two firms became worse, Agrico could 

still replicate the object code. One could argue that Burdelle was looking for reasonable cause 

to steal. But, the root of the problem is a failure to clearly define what the terms mean for each 

party regardless of the industry standards, agree on the terms’ definition, include other possible 

third party companies that will help the contract come to its fulfillment, and negotiate before 

entering a contract. 

How healthy is the company versus competition/industry? 

Agrico operated in a very fragmented industry because it depended on externalities like 

climate and adversities such as crop pests. Farmers and ranchers needed Agrico’s 

management services to lessen variabilities in breeding, crop distribution and marketing, and 

livestock. Agrico satisfied these needs in three products: (1) crop share lease, (2) cash-rent 

lease, and (3) direct land management. Among other things, Agrico acted as a financial investor 

by owning and managing equity in acreage with the hopes to return cash flows. 
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Each of these products showed some degree of reliance on the productivity of the 

farmers. For the crop share program, the farmers would maximize the harvest yield crop and 

share the revenues from the crop sales. Agrico will bear the responsibility of finding the best 

markets and distribution to get the best crop prices. The cash-rent service brought constant 

cash inflows and hence was the most reliable way to generate revenue. Throughout all the 

services offered, Agrico did not manufacture, but it relied heavily on market prices and inflation 

due to the volatile nature of crop yielding. Agrico seemed to successfully contra-rest these 

effects by combining financial and real estate programs. 

Competitive Rivalry 

 
The nearest rivalry to Agrico are the farmers themselves. In the future, they could 

potentially buy the software directly from AMR, thus eliminating the need to contract with a 

middleman to provide the management of property. Other competitors could also be the farm 

managers who knew the industry and intricacies of farming. 

 

Threat of Substitutes: High 

Banks could have offered similar or better financial services to farmers in need of capital. 

Their incentive resides with the protections given to farmers by the government in forms of 

agricultural subsidies. Derived ventures from banks can bundle farm management services with 

financial services. This will potentially reduce the switching cost if the farmers seek convenience 

and more diversity of offerings (Porter’s Five Forces, 20). 

From the real estate industry, other firms can offer property management specializing on 

ranches and farms. They could offer better benefits to farming tenants. Other possible 

substitutes on the long run will be organic micro-farming that would fit the needs of changing 

consumer diets. These factors can directly affect profits as new substitutes become available. 

Threat of New Entrants: High 
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The barrier to entry for commodities marketplaces are low because they already have 

the knowledge of agriculture. They can bypass Agrico’s services by negotiating directly with the 

farmers. The crop commodities market could potentially buy the software from AMR and pose a 

direct threat to the future of Agrico. They are also better organized with long standing 

relationships with retailers and distributors it is easier to form partnerships. Therefore, they pose 

a threat to the prices and services of Agrico. 

Access to capital also represents incentives for those willing to take on land 

management and ownership. For instance, farm ownership loans encourage the buying of land, 

while operating loans assist with other expenses. Microloans are also available for small startup 

farmers dedicated to sustainable, or organic farming. However, the labor and resource intensive 

represent moderate barriers to entry that are offset with government subsidies.  

Throughout all the services offered by Agrico none is unique. This makes a barrier to 

entry very low because the same product could be sold to unlimited number of buyers (Porter’s 

Five Forces, 18). In addition, Agrico does not possess any patent or special licensing making 

hurdles to new entrants. 

Bargaining Power of Suppliers: High 

Agrico relied on the supply of labor from the farmers and the supply of farm machinery 

and seed supply under its direct land ownership. The knowledge and specialization of farm 

managers in each property establishes a high threat to Agrico. They know more about the land 

than a regional manager, or corporate will know. They have close relationships with suppliers 

and know about the crop production needs. The switching cost of hiring new farm managers is 

high because the supply is insufficient as this career is physically demanding and has a steep 

learning curve, making this career unattractive to the majority (Porter’s Five Forces, 23). 

If changing to a new seed supplier is necessary, research, time, and testing of the seeds 

increases the switching cost. In farm machinery, most equipment can be rented and locked 

under maintenance and support contracts. 
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AMR pulled their bargaining power on Agrico because its farm management resource 

software was sold as a modular software solution. Because AMR owned the source code, it was 

the only authorized party that could add features. AMR provided the only venue for maintenance 

and support for which it charged Agrico $2000 monthly. 

Bargaining Power of Customers: Low 

The cyclical nature of farming imposed roadblocks to Agrico’s customers under the 

cash-rent service. These customers invested time and resources prior to fall harvest to make 

profit, or at least break even after paying Agrico’s rent. It is in their best interest to switch after 

harvest, or they will risk losing the investments. In either case, their switching costs are high 

(Porter’s Five Forces, 25). 

The other clients participating under the crop-share service had similar outcomes in that 

they should wait until harvest if they wanted to make profits. They were more dependent on 

Agrico’s ability to sell a year’s crop production to the highest price available. The effective and 

efficient placement of these crops in the market was also entrusted to Agrico. In short, the 

bargaining power of Agrico’s customers are low due to the timing, selling and distribution of 

crops. 

What is the organizational structure? Functional structure 

Agrico operated under a functional structure that allowed the centralization of key areas 

such as marketing, finance, and operations. To be more responsive in managing the properties, 

regional offices best equipped Agrico to react to its customers, be efficient, and prompt. By 

assigning regional office managers to each of its 4 divisions, Agrico controlled accountability for 

the services rendered throughout the 350 farms with 19 farm managers (Cash, 33). 

The job depth of each farmer was unique depending on the regional office and the 

needs of the farm (Cash, 32). The tasks in each region varied per terrain and hence are better 

executed with direct support from the regional offices. The main offices in Des Moines acted as 
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the primary point of supervision and decision rights once information flowed backwards from the 

regional offices. 

What is the generic strategy? Cost Leadership 

Although Agrico’s business was about farm management with three service options, it 

was still operating in the ag industry for which products are very hard to differentiate. So, Agrico 

could not compete with a differentiation strategy. Instead, Agrico was tasked with finding the 

best distribution and commodity centers to sell harvested crops faster and at better prices 

(Tanwar, 12). 

Other issues outside of Agrico’s control were the fluctuating and low commodity prices. 

The crop market dictates that commodities be sold in bulk, so that they could reach the most 

grocery stands possible. Therefore, Agrico negotiated on reducing the price of raw materials 

with suppliers and looked for ways to reduce operational expenses throughout the 380 

properties.  

Even though one can argue that Agrico marketed through a cost focus strategy because 

its clients were concentrated in Midwestern states, this idea will ignore the highs and lows of the 

agricultural industry. Moreover, it cannot be argued that property management is about 

differentiation. Agrico was selected by land owners to drive down the costs of farming land so 

that profits could be maximized. This is also truth for apartment property managers where most 

of the risk rests with the third-party agency. 

Who are the stakeholders? 

 

George P. Burdelle VP of Information Systems for Agrico, Inc. 

Burdelle was responsible for reading, understanding, negotiating and drafting the 

contract with the help from Agrico’s lawyer. He was also responsible for assessing the integrity 

of the systems department and hiring decisions. As the VP of Information Systems, he oversaw 

making policies and standards for the adequate management of Agrico’s logical and physical 

assets. Typically, these policies make into contracts dissolving any possible legal disputes. 
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Agrico’s employees, including its attorney 

The chief counsel of Agrico was responsible in making sure that contracts were in the 

best interest of Agrico. He along with Burdelle were supposed to draft and understand the terms 

of the contract with AMR. Among other technicalities, they should have foreseen consequences 

and act to eliminate the probability of a breach of contract. 

Other employees like the systems department worked under the supervision of Burdelle. 

The company culture and relationship with Burdelle meant that perhaps other similar situations 

could have happened. 

AMR and founder Rogers 

 

AMR made software design to work for the agriculture industry. To grow and protect its 

trade secrets, it sold the software in escrow. Its founder, A.M Rogers had a fiduciary 

responsibility to govern, protect, and surveil the intellectual property of AMR. Source code 

qualifies as proprietary information and is treated as an asset much like a patent is. It was in the 

best interest of AMR keep the ownership of the source code. 

To maintain competitive advantage over other software firms, AMR reasoned that over-

protecting its source code kept competitors, or clients from copying the code. Guaranteeing that 

the source code was in AMR’s control also enabled them to reuse the logic for other similar 

solutions. Thus, giving the code “away” could potentially affect their profitability as it will not be 

sustainable for the business if other firms create similar solutions. The source code enabled 

AMR to scale and customize different versions and sell the software as a module. In this way, 

AMR need not reinvent the wheel in other projects. 

 

Agrico’s customers 

The management of their properties could be affected depending on the quality of 

AMR’s software solution and the lack of thereof. Unaware of the internal conflicts between the 
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two entities, Agrico’s customers could potentially lose money if the software doesn’t get 

installed.  

Agrico’s CEO, Henry Hockenberry 

It was very likely that Agrico’s CEO was kept in the dark of the situation. He too was 

responsible for making sure that any contractual relationship was just and maximize 

shareholder return. On the other hand, if he was informed of the situation, a good CEO will be 

aware of the risk and consequences with copying the source code. 

What are at least three strategies? 

Do nothing 

If Burdelle decides to do nothing, Agrico will save itself from legal fees when they get 

found out of having stolen the source code. Agrico will still depend on AMR heavily to make 

modifications. They will pay the monthly maintenance fee and perform their part of the terms. It 

is likely that the relationship between the two companies will continue to deteriorate if the terms 

are not renegotiated.   

Doing nothing benefits Agrico’s customers and employees. The farm management 

system will be deployed and satisfy almost all needs of Agrico’s services and customers. The 

systems department people will keep their jobs. Agrico’s public image will be saved, thus 

providing long term viability.  

Copy the source code 

Instead, if Burdelle decides to copy the source code, it is likely that AMR will find out as 

Agrico’s actions will raise suspicion from Rogers. He will pick up quickly that the source code 

has been stolen and will not hesitate to investigate investigation that will end up in court. Legal 

fees will consume Agrico’s operations and derail growth and strategic plan. It will affect its 

image and the likelihood of new clients trusting the firm with their properties.  
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 In the case that Agrico is found of a copyright infringement, Agrico will be forced to 

restitute AMR monetarily. Burdelle and his systems and programming manager Louise Alvaredo 

could potentially spend time in jail.  

Renegotiate the terms of the contract 

Renegotiating the contract will also mean that the deployment date will be achieved. It 

will also mean that Burdelle will not copy the source code. give put Agrico in a susceptible 

position as AMR could gain critical information. Burdelle should prioritize what is most 

concerning: the unsatisfactory estate of escrow for the source code, or the fact that it must shed 

$2,000 monthly for maintenance fees. However, it is very unlikely that AMR will renegotiate to 

lessen the maintenance fee as it is taken for granted that such amount must have been 

budgeted for in advance.  

Before negotiating the purchase agreement, Burdelle should work towards amending the 

present relationship with Rogers. Burdelle should give it time to build a better relationship. Then, 

he can approach Rogers with new terms alleging changing corporate information security 

policies. As with most renegotiations, sharing information is vital to reason new contract terms. 

This is an opportunity for AMR to from Agrico’s processes, so care should be taken in sharing 

sufficient information. 

What is the best alternative? 

Renegotiate the terms of the contract 

This benefits all stakeholders. The customers will not feel the consequences of ensuing 

legal battle, Agrico’s image and employees will be saved from bad reputation and 

unemployment. The conversion date will be met. Burdelle will satisfy CEO Henry Hockenberry 

with the achieved goal of updating Agrico’s farm management system. Neither Burdelle nor 

Alvaredo will spend time in jail. Agrico will also avoid racking up legal fees. 
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AMR will get its money and continue the escrow of source code as before. Rogers will 

be met with new decisions once Burdelle presents the threat of renegotiating the terms. Or, 

Rogers could receive this as an opportunity to comply with a better escrow solution while 

offsetting with increasing the monthly fee. 

The problem for the case leaves many lessons about the importance of information 

security policies. The common approach is to include information security after implementing 

systems which leaves the firm with too much risk that could have been avoided (Fried, 419). 

Fried recommends that securing a firm’s assets should be done through “policies, tools, and 

training.” Indeed, Burdelle did not do this. He jumped right into systems requirements ignored 

the risks of purchasing from a third-party vendor. 

In negotiating, Burdelle should argue changing security priorities that are natural of 

maintaining and auditing a system. This is not uncommon and is a reasonable excuse to 

redefine purchase agreements. Burdelle should get the support from upper management to 

allocate risks and modify policies accordingly (Fried, 420). 

Another lesson is for the CEO. A subculture of dishonesty may be underway as it was 

demonstrated by the actions of Burdelle, the chief counsel, and Alvaredo. Company culture 

does not foster “the best for all” ideal (Morgan, 145). Clearly, stealing the source code will 

represent a bad outcome for Agrico.  

Under the authority of Burdelle, Alvaredo could have copied the source code thinking 

that he was doing the “right thing.” Doing the right thing is equated with a sense of responsibility 

to have great impact for the firm (Morgan, 143). The policies governing what is good or bad for 

Agrico should be addressed. Culture change should be given from top-down approach that 

would send a stronger message that perhaps policies cannot do alone (Morgan, 145). Agrico’s 

CEO should establish what is good, or bad for the firm. 
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