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This is a case study on a water sports facility named Liquid Leisure which is owned by 

Stuart Marston. The aim of this case study is to get a deeper understanding of Liquid 

Leisure’s capital and business structure and how it affects Liquid Leisure when trying to 

raise capital. It will also look at potential knowledge gaps within Liquid Leisure and 

how these potential gaps have formed Liquid Leisure as a company. There are a 

significant number of research that point out that small/family businesses operates in 

different ways compared to large businesses. Because of these deviations it is important 

to know how small/family businesses think to get an understanding of their advantages 

and disadvantages. This research will provide a deeper understanding of Liquid Leisure 

as a small/family businesses and how they address corporate governance, bootstrapping 

and the agency problem. It will also give an understanding of the advantages and 

disadvantages facing Liquid Leisure when raising debt and equity. These aspects have 

been compared to the complexity in the characteristics of small/family businesses. This 

will later be compared to Stuart Marston’s views and how Liquid Leisure is being 

operated. The results shows that Liquid Leisure has some characteristics in common 

with other small/family businesses but that Stuart’s behaviour create some 

complications for Liquid Leisure.        
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1 Introduction  

In this section the reader will be introduced to the research in a broader context. 

Information will be presented to give an understanding as to why this research is of 

interest to the author. The company where the study has been conducted will be 

thoroughly presented. Following the background the purpose and the research 

questions chosen will be at the reader’s disposal. The reader will also be able to obtain 

information about delimitations concerning the research. Further on this section will 

describe the philosophical foundations of research. This will give the reader an 

understanding as to how a study might be conducted and will serve as a basis for the 

authors chosen method, which will be presented later on.  

 

When asking Stuart Marston, a successful business owner how his company Liquid 

Leisure, LL, became one of the best waterski and wakeboarding facility’s in the world 

the answer is “I’m feeling the love”.  When asked if Stuart know how much debt LL has 

or what profit LL made in 2013 the answer is “I do not know”. These knowledge gaps 

creates a state of confusion when it is known that LL made a £146,693.45 profit in 

2013. Stuarts’s behaviour and the way he seems to direct LL has created an interest and 

has made me want to take a closer look at the company. It has raised questions about 

capital and business structures within small/family businesses and if there exist a 

knowledge gap within these businesses in the same way it exist in LL.  

 About Liquid Leisure  1.1

Liquid Leisure is a limited company that provides a world class water sports facility, 

with its main focus on waterskiing and cable wakeboarding. A wakeboard cable is a 

wire supported by “motor towers” allowing the wire to move around a lake. For people 

that has done snow skiing it could be compared to the lift system taking you up the hill 

but instead of moving the skiers up it is taking the skiers (in this case the wakeboarders) 

around in a circle. Part of cable wakeboarding is to hit obstacles and make tricks on 

them, for this reason the cable-lake has obstacles located in the lake, See appendix 1 for 

videos. LL it much more than just an extreme sport facility, people visiting LL can 

enjoy a well-stocked bar and BBQ, they also have access to a friendly kid’s area with a 

beach and a volleyball field. People visiting LL can come there and enjoy a full days 

experience with the family and at the same time they can learn how two waterski and/or 
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wakeboard for the first time. During the summer LL gets large school groups coming 

down to the lake to learn how to waterski and wakeboard, LL also hosts after works or 

team building activities for companies that want to do something different. LL also 

provides a professional waterski and wakeboard shop where everything from beginners 

to pro equipment can be found. For 2014 LL hosts open water swims at the lake. In the 

past a triathlon club has hosted these swims renting lake time from LL. This provides a 

new source of income from a fast growing sport. 

 

LL was founded in 2002 by Stuart Marston a well-known waterskier and wakeboarder 

and Danny Budd a respected coach in the waterski community. When they started in 

2002 LL was a small members club for enthusiastic waterskiers and wakeboarders, 

being operated on two lakes, see figure 1 and 2. At this point Stuart’ and Danny’s roles 

were clearly separated where Stuart’s main focus was the marketing side of the 

business, trying to get people down to LL. Danny’s role was to take care of the people 

attending LL and make sure that they evolved as skiers and wakeboarders. At this time 

the structure of the company could be compared to a small non-profit sports 

organization where members helped out in a familial way and not many people except 

the members visited LL. In 2009 Stuart and Danny’s partnership ended, despite the fact 

that they had a successful partnership Danny left LL when he got offered to open up his 

own waterski and wakeboard club in northern England. At this point Stuart bought 

Danny’s shares in LL and since 2009 Stuart has been the sole owner of LL. Today LL 

has grown to become a successful water sports park for both members and people that 

want to learn how to waterski and wakeboard. It has grown from a small club where the 

heart of the club was within its community of members, to a club that is trying to keep a 

balance between its old beliefs and growing numbers of non-members, such as school 

groups, company kick-offs and tourists etc., providing a new large source of income. 

Since the waterski and wakeboard community is a small community they regard 

themselves as a family. This in combination with that LL wants its members to feel like 

a family I would argue that LL should be viewed as a family business. I would state this 

because it is from this group of people that Stuarts employs most of his staff. Because of 

this LL’s staff is being treated as family which aligns with Wu, Chua and Chrisman 

(2006) arguments about family involvement in the agency problem section, which will 
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be presented further down. Another reason for why LL should be regarded as a family 

business is because Stuart wants his two sons to take over LL in the future.    

  

 Figure 1: view of both lakes from above   Figure 2: Front view of club house and shop 

 

LL is located west of London just outside Windsor in a small town named Datchet, see 

figure 3. Commute between London and LL is easy. If traveling from London 

customers can take the train from Waterloo Station to Sunnymeads station, a journey 

that takes approximately 45 minutes and from there it is a five minute walk to LL. If 

they go by car they can take the M4 between London and Windsor a trip that takes 

approximately 30 minutes. The commuting distance makes LL’s location accessible for 

both tourists and London residents.  

 

 

Figure 3: Red arrow points out LL location 

 

 Background 1.2

A study by The Bank of England in 2001 (McLaney, 2009) shows that only 42 per cent 

of new businesses survive their first four years and that other European countries show 

a similar pattern in the success rate of new businesses. A study in 2007 by the 

department for Business Enterprise and Regulatory Reform (McLaney, 2009) states that 

182 200 new businesses where registered in the United Kingdom during 2006. During 
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the same year, 143 100 companies filed for bankruptcy. Of these 143 100 companies 

not all of them were registered in 2006, but together with the information presented by 

The Bank of England in 2001 suggests that the majority of them started up in 2006 or 

short before that (McLaney, 2009).    

 

A company can increase their chances to survive the first four years by implementing a 

good capital and business structure. One of the topics that regards the structure within a 

business is corporate governance. Shleifer and Vishny (1997) define corporate 

governance as something that deals with the ways in which suppliers of finance to 

corporations assure themselves of getting a return on their investment. When 

implementing a good corporate structure businesses can reduce their agency cost 

increasing their attractiveness for future investments. One way to decrease the agency 

cost is through large creditors. Large creditors make substantial investments in firms 

and they want to see a return on their investment. Creditors power comes from control 

rights that are received when firms default or violate the contract agreed upon (Shleifer 

and Vishny, 1997). 

   

To raise capital needed for investments, businesses can obtain money from raising debt 

or equity. Debt can be divided in to two different categories, long-term debt and short-

term debt. Both long and short term debt can be obtained through banks and other 

investment institutions. Normally long-term debt and short-term debt is separated by its 

maturity, if the debt is supposed to be repaid within 12 months it is categorized as short-

term debt, if the maturity is longer than 12 months it is categorized as long-term debt. 

There are several benefits from taking on debt, one of them are tax advantages that can 

be provided for a business. A research by Dittmar and Thakor (2007) states that equity 

is used by managers to raise money necessary to finance projects when it is believed 

that the investors views of the project payoffs are parallel with the managers expected 

payoffs for the project Wu, Chua and Chrisman (2007) states that research on equity 

finance for small businesses has been neglected and that instead more focus has been on 

debt finance for small businesses. Also since a significant number of small  businesses  

are family owned, research show that these family businesses have both advantages and 

disadvantages when it comes to managing the agency costs and how family 



 

 5 

involvement and agency issues affect the way that small businesses thinks about equity 

financing.  

 Purpose  1.3

The purpose of this research is to look at LL’s capital and business structure, and get an 

understanding of management’s insight in these structures. The research will also look 

at how this allows/restricts LL’s future possibilities to raise capital. 

 Research questions 1.4

 How does the capital and business structure look like within LL? 

 Does LL’s management lack knowledge of their capital and business structure 

and how this affect LL? 

 How is the capital and business structure allowing/restricting future possibilities 

to raise capital? 

 Ethical Viewpoint 1.5

The information about LL will mainly be based on the answers from the interviews and 

through my knowledge about LL which I have gained through active participant 

observations. Since I have worked at LL for two summers and am currently employed 

as boat manager for the summer of 2014 I have a profound knowledge about LL as a 

company and I know how it is to work for Stuart. Some would argue that this can lead 

to a glorified and misleading view of LL and Stuart’s behaviour. This will not be the 

case since I have been affected by Stuart’s way of doing business. For example I know 

how it feels to be stuck on the BBQ for 12 hours without a break or tried to cover the 

boat, shop, bar and BBQ by myself due to shortage in staff. These events has led to me 

taking a critical stance towards Stuart’s behaviour and his company.  

 Delimitations 1.6

Since this is a case study on LL it will not analyse capital and business structures within 

waterski and wakeboard clubs in England and how these structures affect the ability for 

the clubs to raise capital. This study will look at LL capital and business structure and 

how these structures affects LL when they need to raise capital. It will also look at a 

possible knowledge gap within LL.  
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Liquid Leisure evolved as a company in 2010 when a cable was installed, due to this the 

business structure and financial information about LL before 2010 is not relevant. For 

the business year of 2011 LL changed accounting firm. Also due to floods, in January 

and February 2014, that destroyed most of the information regarding previous years this 

research will focus on information from the business year of 2012 and 2013. 

 

 Methodology 1.7

Methodology is the philosophical assumptions underlying the research process where 

qualitative and quantitative approaches are the two main approaches. Bryman (2012) 

states that a qualitative research tends to focus more on words rather than numbers 

while quantitative puts more emphasis on numbers. Bryman and Burgress (1999) 

observed that the term qualitative research sometimes implies that no quantitative date 

are collected or generated. This way of separating quantitative and qualitative research 

apart is simplified and false since qualitative research does not exclude numbers. One 

way on separating qualitative and quantitative research apart is by looking at how they 

approach theory and research. While a quantitative research normally takes on a 

deductive approach, where you start with a theory and then build the hypothesis on that 

theory. Qualitative research normally takes on an inductive approach. The inductive 

approach tends to start with a general research question and from there on collect the 

relevant data. In the inductive approach the theory is the outcome of the research 

(Bryman, 2012) 

 

This research has taken on the qualitative aspect of the methodology. The main reason 

for this is that the structure of the research has taken on an inductive approach. When 

looking at the structure it becomes clear that this research did not build its structure on 

an existing theory. Instead it has had a general approach to the research question and in 

the end has provided a theory. Even thou some aspects of the research is about 

collecting numbers a qualitative research does not exclude numbers (Bryman and 

Burgess, 1999). 
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This research has been conducted through a case study. Bryman (2012) defines a case 

study as a study that involves a deep intensive analysis of a single case. A case study 

can be based on a single community, family, organization, person or an event. Adams, 

Khan, Raeside and White (2007) state that case studies are used when a particular 

phenomena in specific settings are being studied and it is particular useful when 

analysing organisations. They also state that a case study can be very useful when 

questioning conventional theories since it principally is an inductive research method. 

In case studies data is collected in a mix between observations, surveys and interviews. 

A case study is an in-depth study that explores issues in the present and the past as they 

affect the organisation. Case studies deals with the uniqueness, understanding and 

particularisation rather than generalising and they are naturalistic and field orientated 

asking questions like “How and Why”. Case studies can include both qualitative and 

quantitative research, one main advantage is the rich source of data that allows for 

particularisation, meaning that a case study presents the uniqueness of individual cases 

and its context. Case studies are fixed in the observations of empirical data and can be 

used when assessing the efficiency of particular theoretical frameworks. A case study 

can be used when it is not possible to get a sample from a market, meaning that the 

different conditions apply with in the organisations and a generalisation of the market 

cannot be done. Since a case study cannot generalise a market this theory can be used to 

test a theory. With a case study small generalisations can be made between high 

involvement practices and organisational performance (Adams, Khan, Raeside and 

White, 2007). Bryman (2012) finds it important to point out that it is important to know 

that a case study is not a sample and can therefore not be used to generalize. When 

conducting a case study the researcher aims to provide an in-depth explanation of it. 

When the specific case has been studied it is put into relation with theory and will be 

analysed (Bryman, 2012). One downside with this method is that it can be challenging 

to ensure access and continuity to the organisation (Adams, Khan, Raeside and White, 

2007). 
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 Frame of Reference 2

In the following section the reader will be introduced to theories connected to the 

chosen research questions, the section serves the reader with the necessary knowledge 

to understand the presented findings. The theoretical framework will later serve as a 

decoder key when analysing the empirical findings.  

 Corporate governance 2.1

The definition of corporate governance differs from author to author. Shleifer and 

Vishny (1997) define corporate governance as something that deals with the ways in 

which suppliers of finance to corporations assure themselves of getting a return on their 

investment. In the meantime Brown et al. (2011) state that corporate governance is 

about the governance of corporations, which may not be a particularly revealing 

statement from a definitional point of view but it does remind us that corporate 

governance is to do with corporations and it is also to do with determining the activities 

in which they are properly engaged. Brown et al. (2011) also state that governance of 

corporate entities comprehends the framework of rules, relationships, systems and 

processes within and by which authority is exercised and controlled in corporations. 

Brenes et al. (2011) defines corporate governance as a guidance and management 

structure aligning and organizing ownership management and business management. 

Corporate governance includes three different elements, the stockholders, board of 

directors and the top management team. Finally Aguilera and Crespi-Cladera (2012) 

defines corporate governance as something that dictates how benefits are created, 

maintained and distributed across different stakeholders. 

 

As can be seen the definition of corporate governance varies, this broad description 

depends on which aspect in corporate governance that is regarded. While Brown et al. 

(2011) tries to explain what corporate governance is in relationship to an accounting and 

financial perspective within a corporation, Shleifer and Vishny (1997)  address a more 

legal protection of investors and of the ownership structure in corporate governance 

systems. Finally Brenes et al. (2011) and Aguilera and Crespi-Cladera (2012)  addresses 

corporate governance out of a family business and how to ensure good mechanisms 

within the business to attract outside investors  Brown et al. (2011) indicate that finance 
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literature has gaps in their definition of corporate governance and because of these gaps 

research in corporate governance lack a unifying theory.   

 

Shleifer and Vishny (1997) address the issue of how investors can be sure that managers 

will return some of the profit made of their investment. Investor cannot be certain that 

managers do not steal the capital invested or reinvest it in bad projects. Some would 

state that economies have solved the problem on corporate governance since they have a 

secure and steady flow of capital to the firm (Shleifer and Vishny, 1997). There is a lot 

of disagreement on how good the existing governance mechanisms are in advanced 

markets today. Studies in the early 90’s have had a very optimistic view of the United 

States corporate governance mechanisms while others state that it is imperfect (Shleifer 

and Vishny, 1997). Shleifer and Vishny (1997) state that in less developed countries 

mechanisms for corporate governance are non-existent, this result in an absence of 

external capital for businesses. Mechanisms regarding corporate governance can be 

reformed thought political processes, some argues that these reforms are unnecessary. 

Reason is that in the long run market competition would force businesses to minimize 

costs and to implement procedures such as corporate governance to get access to 

external capital (Shleifer and Vishny, 1997). 

 

Many companies starts out as family businesses and even when the company evolves 

families exercise control over the business which reflects in the business corporate 

governance (Brenes et al., 2011). One feature of family businesses is that business 

leaders remain in their position for longer periods, this creates an increase in stability 

and continuity. This results in more loyal employees as a result of their relationship with 

the family (Brenes et al., 2011). Brenes et al. (2011) states that not all family businesses 

have a board or that its structure contains only family members. This affects the 

neutrality of the corporate governance and takes priority over the success of the 

business. 

 Financial bootstrapping 2.2

Financial bootstrapping refers to the use of methods for meeting the needs for resources 

without relying on long term external finance from debt holders and/or new owners 

(Winborg and Landström, 2001). Some would argue that bootstrapping strategies are 
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used to maintain ownership and control of the business (Winborg and Landström, 2001; 

Ebben, 2009). Ebben (2009) argues that small business owners are unaware of 

bootstrapping as a strategy, instead bootstrapping has been used as a survival approach. 

It is hard for small businesses to raise outside equity and debt, which creates a restrain 

on firms performance and growth and this combined with information asymmetries 

resulting in an increase of transaction costs (Winborg and Landström, 2001; Ebben, 

2009).  Winborg and Landström (2001) argue that because of the difficulties in raising 

capital through institutional investor’s small businesses manages to obtain resources 

through other financial means and sometimes with no financial transaction taking place. 

Here a combination of bootstrapping methods and techniques can reduce overall capital 

needed, improve cash flow and make use of personal sources of financing (Ebben, 

2009). 

 

In a research by Winborg and Landström (2001) they followed an entrepreneur named 

Lars. When Lars started his business in 1987 he had a hard time obtaining outside 

capital which threatening the future of his business. To make his business survive Lars 

shared location with a friend for a low cost, he used the equipment and machines from 

his friend at no cost. He also involved students in university degree projects, allowing 

him to acquire knowledge at no cost. This was just some of the means Lars used to 

make his business grow. Winborg and Landström (2001) used this to conclude that Lars 

was using other means than external finance to meet the needs for resources. They also 

concluded that these means are normally not discussed in research on small business 

finance. Studies conducted in mid-90’s shows that bootstrapping methods are used in 

the majority of small businesses and in some fields as much as 95per cent off the small 

businesses are using bootstrapping methods (Winborg and Landström, 2001). 

 

There are many different methods in how to use bootstrapping, Winborg and Landström 

(2001) list some of them in their research appendix 2, From these methods some are 

used more than others, in their research they found that the six most common 

bootstrapping methods are: (1) Buy used equipment instead of new (used by 78% of the 

businesses); (2) seek out best conditions possible with suppliers (74%); (3) withhold 

manager’s salary (45%); (4) deliberately delay payments to suppliers (44%); (5) use 

routines for speeding up invoicing (44%); and (6) borrow equipment from other 
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businesses (42%). Method one to five suggests that the pressure on the business is kept 

to a minimum, method six on the other hand indicates that resources are obtained 

without any financial transaction taking place resulting in that no pressure is put on the 

business (Winborg and Landström, 2001).  

 

To separate what kind of bootstrapping methods a company is/should be using Winborg 

and Landström (2001) divided companies into different groups depending on their 

characteristics. One of these groups is relationship-oriented bootstrapper, a relationship-

oriented bootstrapper uses personal relations to secure different resources needed. For 

example resources can be shared or borrowed from other organizations or persons. A 

relationship-oriented bootstrapper is actively using and developing personal 

relationships as a way to obtain resources needed (Winborg and Landström, 2001).   

 Debt 2.3

Debt can be divided in to two different categories, long-term debt and short-term debt. 

Both long and short term debt can be obtained through banks and other investment 

institutions, so how can someone know what type of debt they are dealing with? 

Normally long-term debt and short-term debt is separated by its maturity, if the debt is 

supposed to be repaid within 12 months it is categorized as short-term debt. Short-term 

debt is concerned with a business yearly activity. Take a manufacturing company for 

example, their yearly activity could consist of decisions regarding what kind of 

materials to buy and in what quantity, in this case short-term debt could be if they 

should buy the materials on credit or not. 

 

There are many reasons for why business should take on debt, Terry (1997) states that 

the main reason for why businesses should take on debt is risk sharing. The reason for 

this is that the risk could be too high for only one sponsor, by taking in more parties in 

to the project the risk can be allocated and the project can be financed. Another reason 

for why a business should take on debt is because of tax advantages, a financial decision 

can affect the value of the firm and by taking on debt tax advantages can be provided 

for a business (Cordes and Sheffrin, 1983). Caprio Jr and  Demirgüç-Kunt (1998), states 

that long-term debt tends to be associated with a higher productivity and by taking on 
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long-term debt it can lead to businesses growing faster than if they had to rely on 

internal sources and short-term debt.  

 

There is also risk associated with debt. In a study made Caprio Jr and  Demirgüç-Kunt 

(1998) they talks about the negative effect by taking on long-term debt and how 

sometimes short-term debt may be a better solution. Firstly long-term debt may lead to 

inefficiency, the reason for this is that when taking on long-term debt managers can 

invest in projects that benefit themselves at the expense of the lenders. This could be 

fixed by taking on short-term debt instead. By shortening the maturity of the debt the 

period for managers to exploit its creditors is being shortened. Secondly, short-term 

debt may increase efficiency, the reason for this is that short-term debt makes managers 

more cautious with their investments due to the threat of liquidation. Finally, big 

businesses should take on short-term debt because it allows them to take advantage of 

good investment opportunities. Even thou Caprio Jr and  Demirgüç-Kunt (1998) states 

that there are benefits in taking on short-term debt rather than long-term debt, 

shortening the debt maturity is not always good. The reason fort this is that the fear of 

liquidation may make businesses turn down profitable projects if the profit from the 

investment is in the distant future.             

 Equity 2.4

Equity are used by managers to raise money necessary to finance projects when it is 

believed that investors views of the project payoffs are expected to be aligned with their 

expected payoff, this increases the probability of agreement between managers and 

investors (Dittmar and Thakor, 2007). A research by Covas and Den Haan (2012) states 

that equity is normally issued when the economy is booming. This goes in line with the 

research done by Dittmar and Thakor (2007) where they state that firms issues equity 

when their stock prices are high which is inconsistent with the main theories of security 

issuance and capital structure. One of the main theories of security issuance, tradeoff 

theory, states that a business security issuance decisions should have a capital structure 

that optimize the tradeoff between marginal cost, such as bankruptcy and agency costs, 

and benefits of debt, such as debt tax shields and reduction of free cash flow problems. 

Issuing equity when the stock price is high suggests that businesses are letting their 

leverage ratios drift with the stock price instead of trying to maintain them at an optimal 
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level. This means that businesses should try to maintain the same leverage ratio when 

the stock price is moving, by issuing debt when stock prices are rising and equity when 

it is dropping. Dittmar and Thakor (2007) states that the three main reasons for why 

businesses issues equity when the stock price is high is because they can take advantage 

of the overvaluation of the stock. Furthermore it is done because information 

asymmetry is lower when stock price is high, as final point equity is issued when 

managers are most likely to agree with the management of the business.  

 

When comparing business financing between small and big businesses, it is 

acknowledged that the structure of accessing debt and equity is diverse between these 

two categories. Wu, Chua and Chrisman (2006) states that when it comes to business 

finance for small businesses a lot of research has been done on debt financing, while 

research on equity financing in small businesses has been neglected. Wu, Chua and 

Chrisman (2006) also states that because a significant amount of small businesses are 

family owned it is important to know what family businesses thinks about equity 

finance. The reason for this is that research shows that family businesses have both 

advantages and disadvantages when it comes to managing the agency costs and how 

family involvement and agency issues affect the way that small businesses thinks about 

equity financing. Evidence shows that family involvement in businesses decreases the 

use of equity as a possibility for financing and the use of public equity financing. This is 

not that surprising since one of the objectives of family businesses is to maintain the 

control of the business. Having this family control of the business raises the problem 

associated with the agency theory which in turn leads to a limited ability for small 

businesses to increase their equity finance. This leads to a balance between making 

good financial decisions and a tradeoff between maintaining family control and the 

limited growth financing alternatives associate with the family control (Wu, Chua and 

Chrisman, 2006).  

 Agency problem 2.5

One of the theories in corporate governance is the agency problem. The agency problem 

is a fundamental part of the contractual view of the firm and it deals with the separation 

of management and finance (Shleifer and Vishny, 1997).  According to Barnea, Haugen 

and Senbet (1981) there are two vital reasons for why the agency problem occurs, the 
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first one is that agents perform in their own self-interest. Secondly, each participant in 

an activity of the business is capable of developing impartial expectations regarding 

future wealth. 

 

A large part of corporate governance deals with the limitations that managers put on 

themselves or required by investors to limit deviations from the investors view in order 

to secure future investments (Shleifer and Vishny, 1997). Some firms have implemented 

committees to limit the agency problem within the company. This tends to focus on 

nomination, audit and consideration committees to make sure the board work is 

effective. These internal control systems are implemented to certify the integrity of 

financial reports and make sure that structures is appropriate to monitor and manage 

risk. To make sure of an impartial result, outside supervisors should be assigned (Brown 

et al., 2011). Another way of limiting management control within a business is by 

concentrated share holdings, this means that one or several minority shareholders have 

substantial ownership, such as 10 or 20per cent. These minority shareholders have the 

incentive to collect information and monitor the management. This also results in 

enough voting control to pressure the management (Shleifer and Vishny, 1997). 

Another way of controlling the management and to ensure that they will not shirk is to 

grant the manager a highly contingent, long-term incentive contract to align their 

interests with the investors (Shleifer and Vishny, 1997). All of these behaviours, trying 

to control management within a business, often results in a decrease in efficiency 

(Shleifer and Vishny, 1997). 

 

Chua, Chrisman, Kellermanns and Wue's (2011) research addresses the agency problem 

in regard to family businesses. They state that by being a family business it affect the 

creditworthiness of the business. The reason for this is that family owned businesses can 

potentially increase or decrease the agency costs of lending. Arguments stating that the 

agency costs would decrease within family owned businesses suggests that, family 

involvements lowers the risk in pursuing growth. This results in more careful 

investment decisions, which should support the lending money to family owned 

businesses. A second reason for why the agency cost decreases within family businesses 

is that when ownership and management is within the family, owner-manager agency 

costs will decrease. Finally family involvement would decrease the agency cost because 
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family businesses rely more on relationship with suppliers and lenders (Petersen and 

Rajan, 1994; Berger and Udell 1995; and Wu, Chua and Chrisman 2007) Arguments 

against this states that family owned businesses have a tendency to pursue non-

economic goals such as family harmony or hire relatives that are unemployed. Secondly 

family owned businesses tend to allow family members to shirk and in some cases 

rewards such behaviour. The reason for this is that family businesses want to treat all 

family members equal. If this increases the risk of costs the agency problem between 

family businesses and lenders would increase.  

 Capital management 2.6

Most projects require a business to invest in net working capital. Net working capital 

consists of cash, inventory, receivables and payables (DeMarzo, 2011). Working capital 

includes cash that is used to run the day to day business. Working capital does not 

include excess cash, which is cash that is not needed in the day to day business and it 

can be invested at a market rate. The length between when cash goes out of a business 

and when it comes back in determines the level of working capital. The time between 

the money leaving the business until it is returned is a business cash cycle. DeMarzo 

(2011) defines cash cycle as the length of time between when the business pays cash to 

purchase its initial inventory and when it receives cash from the sale of the output 

produced from that inventory. A business normally buys its inventory on credit, the 

credit time together with the cash cycle determines a business operating cycle. The 

operating cycle is the average length of time between when a firm originally purchases 

its inventory and when it receives the cash back from selling its products. If a business 

has a long cash cycle they need to have more cash to conduct its day to day business 

resulting in a higher rate of working capital (DeMarzo, 2011).    

 

A business can use methods to change its cash cycle one of these methods is payables 

management. This method contains insights in a business trade credit and when these 

credits should be paid. A firm should choose to borrow using account payables if trade 

credit is the cheapest source of funding (DeMarzo, 2011). If the term of the trade credit 

is that the buyer needs to pay within 30 days “Net 30” the payables management states 

that this money should be repaired as late as possible, in this case on day 30. 
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Modigliani-Miller states that the level of cash is irrelevant, the reason is that within a 

perfect capital market a firm is able to raise new money instantly at a fair rate, they can 

also invest excess cash at a fair rate to earn an NPV of zero (DeMarzo, 2011).  Since the 

market is not perfect and liquidity has a cost such as earning a below-market return and 

transaction costs. Holding excess cash can result in tax disadvantages. DeMarzo (2011) 

states that a business should only hold cash in expectation of seasonality in its operating 

or investment cash flow and as a buffer for random shocks affecting the business. He 

also states that there are three other reasons for why a business should hold cash. First is 

to meet its day to day needs to make sure that a business can pay its bills. Secondly a 

business need to compensate for the uncertainty associated with its cash flows, this is 

being done by holding on to cash if the future cash flows are uncertain to avoid a cash 

shortfall. Finally a business should hold on to cash to satisfy bank requirements this is 

being done if a bank require a business to hold a balance in an account at the bank.              

A business can experience negative and positive cash flow shocks. A negative cash flow 

shock is a temporary negative cash flow for an unexpected reason. If the business 

cannot pay for this negative cash flow a need for short-term financing has been created 

(DeMarzo, 2011). DeMarzo (2011) also states that even though a positive cash flow is 

something positive it can also create a need for short-term financing. The reason for this 

is that a business may have to invest more money to seize this future positive cash flow, 

creating a need for short-term financing. While a negative cash flow is something 

unexpected for a limited period positive cash flows can both be limited for a time period 

or a permanent increase.   

 Business Seasonality  2.7

Seasonality addresses the seasonal effect that affect businesses. These effects could 

include a shift in preferences, production and monetary policies or it could address the 

details of when a business conducts the majority of its day to day business, for example, 

how is a snowboard retailer affected during the off season, can he cover the cost during 

the “slow” months of the year. 

 

In the beginning of the 1900’s seasonal fluctuations had an significant interest but over 

time the attitude towards seasonal fluctuations has been regarded as noise that should be 

removed from the data set before analysing the data set (Bonin, 1968, Miron, 1996). 
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Since seasonal fluctuations have a major impact on production, shipments and 

inventories; removing the data by the use of production-smoothening models makes 

studies on seasonal fluctuations inadequate (Miron, 1996).  

 

Bonin (1968) States that economist ignores the impact of seasonality. In his research a 

comparison between seasonality and economical behaviour by government’s states has 

been conducted. The final result of the research shows that since seasonality 

fluctuations is being ignored by governments and economists, some seasonality 

fluctuations are caused by monetary and fiscal policies. Since there is nothing that can 

be done about seasonal effects, seasonal fluctuation should be analysed before it is 

removed from the data set weather or not the researcher is interested in the causes and 

costs due to seasonal fluctuations (Bonin, 1968). 
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 Method 3

The section will present the methods chosen for conducting the gathering of the study’s 

empirical data. The chosen methods will be connected to the philosophical basis which 

has been presented earlier on. The methods that will be used is chosen specifically to 

fulfil the purpose of the research and selected to assure that the empirical findings will 

be able to shed light on and bring answers to the research questions. 

 

Since this is a case study on LL financial data collected regarding LL has been taken 

from its financial statements. The data collected from LL’s financial statements has 

been data regarding the off season such as profit/loss, sales and costs. From the 

financial statements an understanding of LL’s debt and equity situation has been 

provided and its profit/loss for 2013 has been collected along with 2013 sales and cost.  

 

Part of business and management research involves talking to relevant people. Adams, 

Khan, Raeside and White (2007) mention three different types of interviews, explored 

interviews, design interviews and in-depth research interviews. These three interview 

types are used depending on what kind of information and depth is needed from the 

relevant stakeholder.  

 

 Explored interviews: These interviews only touch the surface and are 

general and from this the scope of the research is defined. This type of 

interview should give an understanding of the area in which the research 

is conducted.  

 Design Interviews: Are often used to follow up a survey, they tend to be 

shorter interviews with a limit of 20 minutes. The purpose of these 

interviews is to ensure that the important aspects are being covered in the 

survey. 

 In-Depth Research Interviews: Is normally used in qualitative 

approaches, normally these interviews should be around one hour and 

review the straight forward questions. These interviews should produce a 

high amount of valuable information. They are often presented as a semi-

structured interview where questions are being used to guide the 

interview but give room for more questions during the interview. Since 



 

 19 

the answers cannot be predicted in advance it is important to pay 

attention to the replies and give good responses to the answers that are 

being given.  

 

In the beginning of an interview an explanation of the interview and its purpose should 

be given and start the interview with simple questions to make the subject more relaxed. 

Often the subject being interviewed has questions about why they have been selected 

and about confidentiality. In these cases it is important to address these question and 

explain why and to ensure that they will stay anonymous. During the interview the 

subject should do most of the talking and it is important not to lead the subject but at the 

same time do not let the subject deviate from the purpose. During the interview make 

sure that the interview goes into the in-depth questions and for important questions 

make sure that a summary of the answer is repeated to eliminate misunderstandings. In 

the end of the interview ask if the subject wants to add something or have suggestions 

for improvements (Adams, Khan, Raeside and White, 2007). When conducting 

interviews there are potential room for bias and error. According to Adams, Khan, 

Raeside and White (2007) the most obvious is that the answer or question is being 

misunderstood, to avoid this cross-checking questions could be added. Another 

important aspect is to establish a good relationship with the subject so that he/she feels 

that they can be open and honest. Semi-structured interviews and in-depth interviews 

are often mentioned as qualitative research interviews. In semi-structured interviews a 

list of themes and key questions that will be covered during the interview has been 

made up in advanced but their purpose in the interview may vary, Bryman (2012) calls 

this a interview guide. These interview forms also allows for adding additional 

questions when needed. This will add meaning and depth to the data gained. It may also 

reveal important information that before may not have been considered and that will 

help to answer the research questions (Adams, Khan, Raeside and White, 2007; 

Saunders, Lewis and Thornhill, 2012).         

 

Interviews with Stuart Marston has been conducted, the purpose of these interviews has 

been to see how earlier investments has been done, such as the investment of the cable. 

The interviews has also covered Stuart’s view on outside equity and if there is a 

possibility for LL to raise capital through outside equity, and it has covered Stuarts’s 
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knowledge about LL’s capital and business structure, see appendix 3 for interview 

questions. The reason for why Stuart has been interviewed is because of the way he runs 

LL. Since he is involved in every aspect of LL he is also the one with the best 

knowledge of LL’s capital and business structure. Stuart is also the one making all the 

decisions regarding the future of LL making his knowledge about LL’s capital and 

business structure essential. Also an interview with one employee has been conducted. 

The reason for why this person was chosen was that he was able to give me an impartial 

view on the situation for the employees. Also he was chosen because of his work ethic 

which made him a more suitable subject for this research. The interview structure has 

been semi-structured interviews and they have both been in-depth research interviews. 

This type of interview has been chosen because of the flexibility of the structure 

(Bryman, 2012) and because of the high value of information needed from these two 

interviews (Adams, Khan, Raeside and White, 2007). The two interviews serve two 

different purposes. The one with Stuart aimed to get answers regarding LL’s capital and 

business structure and at the same time provide an understanding of Stuart’s knowledge 

and understanding for the financial aspects of LL. While the second one gives a view of 

the management and their role in the company, it also provides as a second source of 

how the environment at LL is to be compared with my observations.  

 

As a part of this case study I have conducted participant observations at LL. I will act as 

an overt full member which means that I will be a full member of LL’s staff and that my 

role as a researcher is known amongst other staff (Bryman, 2012). Saunders, Lewis and 

Thornhill (2012) divides participants into four different groups as can be seen in figure 

4. I will be an observer-as-participant, meaning that the researcher is involved in the 

business and that the purpose of the researcher is known by those involved in the 

research. Being an observer-as-participant gives the advantage of being able to take 

notes when insights occurs since the researcher’s role is known.  
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Figure 4: four groups of participants 

 

Based on my earlier employment at LL and that I am a fully trusted member of LL staff 

I decided to be an observer-as-participant since this allowed me to interact with my 

colleagues booth as a co-worker and a researcher allowing them to know when I was 

acting in the two roles.  Saunders, Lewis and Thornhill (2012) argues that as a 

participant observer formal interviews is unlikely to take place, with this they mean that 

interviews are more likely replaced with informal discussions. These questions are of 

two types, first is to clarify a situation that has been observed with the one being 

observed and the second is to make sure that you yourself fully understand the situation. 

Based on my experiences form previous years at LL I needed to have my role as a 

researcher known to allow these informal discussions to take place. This action was 

taken since my knowledge of LL, people would find in odd if I asked them to clarify 

earlier situations. Based on my knowledge I found it necessary to get clarifications on 

certain situations to make sure that I did not wrongly interpret the situation but instead 

got a clarity form the people involved in the situation. How to record data being an 

observer-as-participant depends greatly on the role the observer plays, the more open an 

observer is it increases the possibility to take notes at the time of the event. According 

to Saunders, Lewis and Thornhill (2012) this aspect is crucial and there is one “golden 

rule” that must be followed, that rule is that recordings must take place on the same day 

as the observation so valuable data will not be forgotten. A down side of being an 

observer-as-participant is that the emotional involvement will decrease and full 

integration will most likely not occur. Bryman (2012) also states that being a full 

member has its advantages and risks, one of the risks associated with this stance is that 
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researchers may get to involved with the people being part of the research resulting in a 

diverge from the purpose of the research. The benefit from this stance is that the 

researcher can get a more complete and intense understanding of the culture and values 

of the subject. Because of my earlier employment at LL these advantages and 

disadvantages applied to me in different ways. It is stated that being part of the research 

can give a more complete and intense understanding of the culture and values of the 

subject. These benefits can be neglected since I already had the knowledge of LL 

culture and values from earlier experiences. Also the down side with the lack of 

emotional involvement and that full integration would most likely not occur could be 

disregarded since both these aspects had been established earlier during my 

employment. The most important risks associated with this stance is the risk of being 

too involved with the people being part of the research since my involvement and close 

relationship to both Stuart and my colleagues might cloud my judgement. Since I am 

aware of this problem and the fact that I have a critical view on Stuart’s behaviour, this 

risk will be minimized. Bryman (2012) also talks about the degree of participation of 

the researcher and that an active or passive stance can be taken in the research approach. 

He states that even though researchers take a passive role they might join in in a limited 

way. Bryman (2012) also states that sometimes researchers feel like they have to be 

active in their research. This stance has to be made to create a relationship with the 

people included in the research to increase the credibility of the research. By using 

participant observations reliability and validity of the research may be questioned. The 

reason for this is that a deep understanding of the culture and personal habits need to be 

understood, or that the observer is too familiar with the setting so things are taken for 

granted instead of being analysed objectively 

 

The information from the financial statements has then been analysed together with the 

positive and negative aspects of debt, taken from the theoretical framework. Also, the 

financial statements has showed if LL can take on more debt to cover expenses to 

reduce the pressure on LL’s finances and if this is a source of capital for future 

investments. In the same way the interview held with Stuart has been analysed together 

with the information regarding capital and structure in the theoretical framework. This 

has been done to find out in which way capital can be raised through equity and/or debt 

and how the structure within LL affects this.  
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The analysis of case study evidence is one of the least developed aspects of doing a case 

study (Yin, 2014). Yin (2014) also states that many times researchers has no notion 

about how to analyse the evidence when conducting a case study. Compared to 

statistical analysis there are few guidelines to help unexperienced researchers. Instead 

the researcher has to find his/her own style of empirical thinking together with an 

appropriate arrangement of evidence. Yin (2014) suggests that the case study analysis 

should start with the research questions instead of the data. Start by breaking down the 

research questions into smaller questions and then address the evidence connected to 

these questions. Do a cautious conclusion grounded on the evidence while asking how 

this should be displayed so that the readers can check the assessments. After this move 

on to a larger question and follow the same procedure. This should be done until the 

main research questions have been answered. A more common way of finding an 

analytic strategy is to “play” with the data. By searching for patterns, insights or 

thoughts that seems hopeful and seems connected to each other. These patterns/insights 

may surface when the data is being worked through (Yin, 2014). Yin (2014) mentions 

four general strategies when conducting a case study analysis; relying on theoretical 

propositions, working you data from the “ground up”, developing a case description and 

examining plausible rival explanations. 

 

 Relying on theoretical propositions: A strategy based on following the 

theoretical propositions that led to the case study. The proposition would 

have shaped the data collection plan and generated analytic significance 

 Working you data from the “ground up”: Here instead of thinking about the 

theoretical propositions the researcher should go through the data. Whether 

as a result of earlier “play with the data” or a new pattern, findings may 

suggest that some parts of the data may contain one or two useful thoughts.   

 Developing a case description: Suggests that the analytic strategy should be 

done by organizing the case study according to some descriptive framework. 

This strategy is useful when a lot of data has been collected without a clear 

set of research questions or propositions and no concepts from the data has 

been found. In other words this strategy should be used when relying on 
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theoretical propositions and working you data from the “ground up” cannot 

be used. 

 Examining plausible rival explanations: A strategy that tests and define 

plausible rival explanations by combining the three earlier mentioned 

strategies. 

For the analysis of this case study I have been working the data from the “ground up” 

and relying on theoretical propositions. Since my research questions has been clear from 

the beginning this has shaped the data that has been collected. This with a combination 

of  “play with the data” has given a deeper insight in the data collected and has provided 

the answers to my research questions.  
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 Findings of the Case Study 4

The section presented here will bring forth the results of the empirical studies and is 

closely connected to the research questions. The information given in this section will 

present the reader with basic answers regarding the researched questions. The 

information presented will consist of the findings from interviews, active participant 

observations and financial statements and sometimes in a combination of these. 

 

 

When the topic for this research was chosen my knowledge of Stuarts behaviour played 

an important part in the decision making. After working for Stuart for two years a 

curiosity grew regarding how small/family businesses operates and how the capital and 

business structure affects small/family businesses when they are in need of capital. 

From this point I needed to find a frame of reference that clarified how small/family 

businesses operates but also how they possibly act when it came to alternative sources 

of using resources, in this case Financial bootstrapping. I also needed suggestions for 

how small/family businesses view debt and equity and how they traditionally address 

these two ways of raising capital. Finally knowing how heavily affected LL is to the 

seasonal change I needed to find theory explaining how businesses deals with business 

seasonality and how they should deal with cash cycles and prepare for the decrease of 

income during these business seasons. Through the interview questions for Stuart I 

needed to find most of the answers for the research questions. At the same time 

evidence for Stuarts behaviour that supports the theoretical framework had to be found. 

Based on this, the interview questions are focusing on how Stuart is running LL and his 

knowledge regarding LL finances. For example from the theoretical frame work you get 

an understanding of how small/family businesses uses financial bootstrapping methods 

as an alternative source of using resources or relations as a way to get a deeper 

connection with suppliers and banks, I needed to find out through the interview 

questions if Stuart is using bootstrapping and relations in his day to day business. The 

questions also had to give an understanding of Stuarts view on debt and equity and how 

he would use these two sources of raising capital.  
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 Interview and participant observations 4.1

 

4.1.1 Interview with Stuart Marston 

 

1. Are you the sole owner or your company and how is the business structured 

within LL? 

a. Have you thought about member’s skillset as a mean to get things done 

at LL?   

b. Do you outsource any aspect of your business?  

c. How are your business relations with people/businesses that you conduct 

business with?   

LL business structure is simple, where Stuart is company owner and director. As an 

owner Stuart is micromanaging every aspect of his business struggling to trust his staff. 

Stuart says that one of the reason for his behaviour is because of his OCD of having 

total control but also being a perfectionists makes him feel that his staff does not see 

things that needs to be done and they do not do it good enough. Another reason for why 

Stuart is micromanaging everything is because almost all staff working at LL is young 

season staff working for one summer. This makes it hard for staff to understand how 

Stuart wants things to be done and when they do the season is over. Also the main 

reason for why people work at LL is so they can wakeboard or waterski, this makes the 

staff unreliable since they tend to shirk and be in the water instead. In total LL has 

around 20 seasonal staff working during the summer where more than half of them are 

people from abroad, mostly working for one summer only. The other half of the 

seasonal staff lives in the London area. From these some of them have worked at LL for 

more than one season but most of them are only working during the summer season and 

some of them are only working weekends or once a week, making it hard for them to 

get in to the way Stuart wants to do things. Besides Stuart LL has one full time manager 

on the cable who has worked at LL for a year and a half. This person does all the 

maintenance on the cable and makes sure that the cable is running, he is also the “handy 

man” at LL. 
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Even though Stuart is trying to control everything that happens at LL he is outsourcing 

some aspects of the business such as bookkeeping and accounting. For other things that 

needs to be done at LL, not involving knowledge about waterskiing or wakeboarding, 

Stuart attempts to use the members down at the club, making deals with them. For 

example if there is a problem with the webpage or an electric problem he attempts to 

find a member that can solve the problem and then give them a deal on a new 

wakeboard or the membership. Even though Stuart has good business connections 

among the members at LL he still needs business connections outside LL. These 

connections consists of suppliers of wetsuits, meat for the BBQ etcetera. To make sure 

that LL gets good deals from the suppliers and that the members helping Stuart will 

keep on doing so, Stuart is very keen on keeping a good and personal relationship with 

these contacts.  

       

2. Do you own the land where your facilities are located?  

a. If not how does the owner(s) restrict and/or help LL? 

b. How much does the local government restrict and/or help LL? 

The land where LL is located is owned by Horton Leisure (HL) and LL owns a 14 year 

lease on the site. HL is owned by two families where three brothers (the Perkins) own 

49 per cent of HL and two brothers own 51 per cent of HL. In the past investments that 

has been done at the lake has been co-invested by HL and they have given Stuart almost 

free hands to do what he wants with the site as long as it increases the value of the land. 

The Perkins family runs a family business named Step Property (SP), a company that 

rents out land and storage space in western London. In the past SP has assisted with 

machinery needed such as diggers and trucks, when improvements to the land have been 

done. SP also provides all the maintenance of the land such as gardening. As owners of 

HL the Perkins brothers are active down at the lake and want to have a say in what 

needs to be done. They also attend LL as customers enjoying everything LL has to 

offer. The two brothers owning 51 per cent of HL is rarely down the lake and they let 

Stuart run LL in any way he wants, the only time they get involved is when important 

decisions need to be made, such as the instalment of the cable. In the past the local 

government has regulated the licenses LL needed for planned improvements, one 

example of this is the instalment of the cable that took 5 years to get a permit for. Also 
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the opening times/season has been restricted by the local government and it was not 

until 2012 that LL were allowed to have the cable open during the winter.  

 

In 2010 a large investment were made when a cable wakeboard system where installed 

in one of the lakes, see figure 4 and 5. This investment was co-invested by Stuart who 

invested €200,000 for the cable while HL invested €100,000 in parts and preparations 

that needed to be done on their land. This investment allowed LL to grow and become 

what it is today. Earlier the two lakes being used for waterskiing and wakeboarding had 

a limitation of one skier every 12 minutes on each lake, the new cable system allows for 

eight wakeboarders to be in the water at the same time. The new instalment of the cable 

created a new limitation of one skier every 12 minutes and eight wakeboarders every 12 

minutes. Since wakeboarding is a faster growing sport than waterskiing, the instalment 

of the cable is a good investment which can be seen on the number of members that 

increased from 150 to 500. Also since wakeboarding is a more commercial sport most 

non-members visiting LL tries wakeboarding and not waterskiing.  

 

 

Figure 5: Cable from the side              Figure 6: obstacles 

 

The relationship between LL and the local government is getting better and Stuart says 

that by working better together and by breaking down barriers the government is getting 

a better understanding of LL’s business. This is now leading to a good relationship 

between LL and the local government. One other aspect as to why the local government 

has shifted their view of LL is the local contribution LL brings to Datchet. During the 

summer large school groups visit LL and it has become a location for people to 

celebrate kid’s birthdays. Making LL a kid friendly area and encourage kids to embrace 

outdoor activities has been appreciated by the local government in Datchet 
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3. If in need of capital would you consider to take on outside equity and by doing 

so “give up” parts of the control you have of your business? 

On this question Stuart is very clear that he would never give up any control of his 

company to raise capital needed. The reason for this is that it is easier to fix 

mistakes when you are alone, taking on a new partner at this point would be like 

asking for a battle. Why Stuart is feeling this way is because today he is used to do 

thing his way and he know in his mind how he wants everything to be and how 

things are to be in the future. Taking on a business partner or someone that he has to 

get approval from would probably delay or destroy that plan.   

 

4. Are you aware of how much debt your company have and your company’s debt 

level? 

a. What is your view of debt? 

”The last 12 years has been good and everything is being paid for when the bill comes” 

Stuart believes that LL has no debt or very little since he has always had money to pay 

the bills when they come. When asked about Stuarts view on debt, if it something he is 

“afraid” of the answer is no, he has no problem with taking a bank loan, he has a credit 

on £250000 from my bank that he can use but it has never been touched. Even though 

Stuart says that he is not “afraid” of taking on debt he states that money is common 

sense, if you do not have it you cannot spend it. 

 

5. How does the daily work at LL differ between the on season and the off season. 

b. How do you plan for the losses due to seasonal effects?  

Since waterskiing and wakeboarding are summer sports, LL’s business is highly 

seasonal. This indicates that most of their income is generated during the summer. LL’s 

summer season starts in mid-April and ends in October. During these months LL host 

open water swims for triathletes who wants to train, waterskiing on the boat, 

waterskiing on the cable, cable wakeboarding and progress groups for kids on the cable. 

See figure 6 for opening times. On top of this LL has the bar and BBQ open from 9am-

12pm, exception from that is weekends when it is open from 6.30am and if the 

clubhouse is booked for parties it closes at 2am. During the summer members and non-
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members attending LL tend to stay for the whole day or half a day making the 

environment really friendly and the members consider themselves as family. LL 

addresses all kinds of people, for example, most of the members skiing on the boat are 

in their mid-40´s and wealthy while the members on the cable is in their mid-20s, 

“middle class”. Even though there is a diversified member group everyone is there for 

the love of the sport.  

 

Figure 7: opening times 

 

LL is open all year around and even though it is a summer sport there are people on the 

water throughout the whole winter. Very little has been done to try to engage people to 

come down to LL during the winter. One reason for this is that the cable has only had a 

license to operate all year around since 2012. Because of this Stuart is trying to find 

ways to motivate people to wakeboard all year. For the winter season 2013 LL hosted a 

winter tournament on the cable that was a success in attendance. Compared to the 

summer people do not stay in the bar or have BBQ food in the winter, they spend time 

on the water and then they leave. Also most people that visit LL during the winter are 

members that paid their membership in April, this mean that there is a huge shortage in 

incoming capital during the winter. Figure 1 shows that LL profit/loss between ninth of 

October 2013 and 12 of January 2014 LL made a total loss of £80,659.34. LL is not 

only affected by the seasonal effect, weather also has a big impact on LL income. 2013 

was a good year weather wise, resulting in the best year so far for LL with a profit of 

£146,693.45. This compared to 2012, one of the worst summers in LL history resulting 

in a profit of £55,546.46. This shows that LL is dependent on good weather to remain a 

successful company. In figure 2 LL profit and losses for 2012 and 2013 shows that LL 

expenses increased with £45,417.01 an increase that mainly consists of rent and 

operation costs. This shows some of the impact that weather has on LL’s business.  
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period 

 

9/10-13 – 12/1-14  2013 

Net profit/loss -80659,34 146412,77 

Figure 8: Net profit/loss for off season and whole year 

 

 

2013 2012 Variance 

Overheads 

   Gross wages 112369,65 91753,72 20615,93 

Rent and rates 75577,36 57676,45 17900,91 

Heat, light and Power 13378,19 10211,17 3167,02 

Motor expenses 7611,43 3885,43 3726,00 

Traveling and entertainment 4080,37 6164,35 -2083,98 

Printing and stationery 7125,73 7238,64 -112,91 

Professional fees 3247,96 9231,65 -5983,69 

Equipment hire and rental 1317,54 249,96 1067,58 

Maintenance 30017,27 23134,87 6882,40 

Bank charges and interest 9368,57 5658,98 3709,59 

General expenses 9012,46 12071,22 -3058,76 

Suspense and mispostings  -413,08 0,00 -413,08 

Total 272693,45 227276,44 45417,01 

Figure 9: LL costs for 2012, 2013 and the variance 

For the seasonal aspect Stuart says that no thought has been given to the losses during 

the off season. The only thing that has been done is to make sure that not too much staff 

is employed during the winter and in case of bad weather, this is done to keep the costs 

down.     

 

6. How does the setup for the events taking place at LL look and how do you plan 

for them? 

Since 2012 LL has hosted several waterski and wakeboard events. In 2013 LL hosted 

the British nationals in cable wakeboarding and the year before that LL was the host for 

the under 21 and over 31 European cable skiing championship. Both events were a 
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success and the attendance level was among the highest these championships has ever 

had. LL is also the creator of London Night Jump (LNJ) that started in 2002.  

 

LNJ is a pro competition where waterski jumpers compete in the dark but the event is so 

much more than just a waterski competition. As can be seen in appendix 4, LNJ is a 

festival with funfairs, BMX shows, wakeboard competitions, motocross shows and the 

main attraction being waterski jump in the dark. Since its start LNJ has had an 

attendance level between 1200 when it started in 2002 and its peak in 2008 with 6000 

spectators. In 2002 when LNJ was launched it was a complete new concept for the 

waterski scene and since then several night jump competitions has been established 

around the world and in 2011 the night jump tour had six stops around the world. 

During 2012 and 2013 LNJ had a recess, the reason for this was poor results between 

2009 and 2011 due to bad weather. Also Stuart felt that LNJ was getting too big for him 

to handle. For August 24, 2014 London night jump is doing a comeback trying the take 

back the title as the biggest night jump in the world. The reason for why Stuart plans a 

comeback with LNJ and is trying to make it bigger than ever is that he feels that he as a 

better support team around him this time and both him and LL has grown since 2011.                

 

Also in 2014 LL is presenting a new concept for wakeboard competitions, Plastic 

playground (PP). PP will also be held on the 24 of August becoming a part of the whole 

festival being presented that day. Even though PP is held at the same day as LNJ it is 

being marketed as a completely separate competition, the reason for this is that Stuart 

wants to get a bigger target group and make PP as big as LNJ but for the wakeboard 

community. The second reason for why they are viewed as two separate events is 

because sponsors for PP does not want to be associated with LNJ. Sponsors for PP does 

only want to be associated with wakeboarding and therefore they would never sponsor 

PP if it was part of LNJ. So far PP has received great response from the wakeboard 

community and it is already one of the biggest competitions in 2014 with 20 of the best 

riders in the world attending the event.  

 

For both PP and LNJ Stuart’s aim is to get 10,000-15,000 spectators down to LL. Stuart 

believe that the return of LNJ will bring more people during its comeback year. Also PP 

gives hope for a broader audience where wakeboarders from around the world will 
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attend as spectators and since wakeboarding is a more commercial sport it will 

hopefully bring more spectators. When conducting the financial planning for events and 

the seasonal aspects very little has been done in the past. The only thing that has been 

done is an estimation of the cost with focus on the price money. From this sponsors are 

being signed up to cover the price money and possible other costs. In the past the price 

money has always been covered, being the largest cost of the event Stuart does not feel 

like he needs to plan for the events and he sees it as time consuming and a waste of time 

since he has never had problems with it before.  

 

7. Other interesting aspects?  

During the interview some interesting thoughts on how LL is being managed where 

brought up and some of it is important to address to get an understanding of how Stuart 

sees things and why he is not worried about money for the events.  

 

When asked if Stuart finds it easier to sign up sponsors today compared to when he 

started the answer was both yes and no. It is easier to get the big companies but you 

have to be more careful with what companies you want. For example if you approach 

Red Bull I might “piss off” riders that are sponsored by Monster. For every decision 

made for the events, Stuart has to calculate on how this will affect LL later on. In that 

sense it is harder today because “I cannot make everyone happy”. Due to this Stuart 

sometimes find it easier not to have any sponsors because then he does not need to be 

concerned with the consequences.  

 

 “It is not hard to run a marathon, it is hard to train for it” – Stuart Marston  

 

The same goes for a waterski or wakeboard competition, Stuart explains that everything 

he do leading up to the events is generates an echo in the wakeboard and waterski 

community. “How come I can pull of one of the biggest wakeboard competitions my 

first year having it and I have the best riders in the world”. At this point it does not 

matter if Stuart have the competition or not, it has already generated so much publicity 

that he has already made a profit on it, running the competition is easy it is creating a 

reaction in the wakeboard and waterski community that is hard.  

 



 

 34 

When asking if Stuart is afraid of everything growing to big the answer is no, he says 

that if it does he will just shut it down like he did with night jump back in 2011. At that 

point it was getting to big and he could not handle it. The reason why he can do it this 

time he thinks is because he has more experience and a better support team around him 

this time. 

 

Running a successful cable is all about the setup, if you have a good setup with good 

obstacles you will attract the best riders. When we talked about the obstacles that have 

been purchased in the last two years it becomes clear that Stuart knows exactly how 

much reductions he can make on his taxes and through sponsorship. Every obstacle is 

written of within four years, even though there is a risk in purchasing an obstacle worth 

£50000 he know that in the end he will only pay £2000 for it in the end due to tax 

reductions and sponsorship. This year (2014) Stuart bought the biggest obstacle in the 

world and it has almost paid for itself already.   

 

Finally Stuart mentioned that in 2013 he bought a new cable system that will be 

installed when a good opportunity comes along. He also mentioned that this opportunity 

does not have to be on the current site and it does not have to be in England.  

  

4.1.2 Interview with employee  

 

1. How is the general working condition at LL? 

LL is a workplace with positive and negative aspects like any other company. Since LL 

is depending on workers that waterski and wakeboard you work with people that are 

like yourself and that are there to improve their skiing or wakeboarding. This creates a 

good atmosphere among the workers and since LL provides accommodation for 

everyone on sight strong bonds is created during the summers. Some of the negative 

aspects are that the working hours are highly irregular and your work tasks are unclear. 

This in combination with no clear management creates a workplace where you don’t 

know what you are doing and an unequal balance between people that are working hard 

compared to people that don’t work.   
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2. How would you say that Stuart is as an owner and manager LL?  

As a manager Stuart is a man who rarely compliments or give criticisms and when he 

does he most often give criticisms in a sarcastic way so that the criticisms rarely get 

through. I find that Stuart is using someone else to deliver the criticisms and most of the 

time the person delivering this criticism does not have the authority to give it. This 

creates an unnecessary tension between employees since it seems like the one delivering 

the message is stepping out of his/her rights and that he/she speaks of something they 

don’t know anything about. I believe Stuart is doing this to avoid conflicts so that he 

can stay in good terms with his employees      

 

3. How does LL management structure affect you when working?  

LL management structure creates an unclear working environment where you don’t 

know what is right or wrong and what is expected of you. Since it is not clear who is in 

charge of whom managers intervene telling the employees how to do things. This 

creates a mixed signal since different managers says different things. Managers also use 

employees to get help with different things without putting into consideration how this 

will affect that work station and the people trying to work together at that station.  

 

 

4. How is the communication between the management and employees? 

It is indirect which creates an unclear message. A message that has been delivered by 

word of mouth rarely gets to the receiver identical to the original message.    

 

5. Do you think there is any improvements that can be done at LL considering how 

it is managed? 

First of all I believe that LL needs a platform for communication where management 

communicates better between themselves and a clear way for them to deliver messages 

to employees in a more structured form, for example through morning meetings. I also 

believe that LL needs a clear working schedule for their employees with clear work 

tasks so that everyone know what is expected of them.     
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 Financial statement  4.2

All numbers regarding LL’s financial statement can be found in appendix 5 and it 

regards LL’s calendar years of 2012 and 2013.  

 

When comparing LL’s profit from 2012 and 2013 we can see that LL almost made a 2/3 

increase on its profit from £55,546.67 to £146,412.77. Figure 9 shows LL profit/loss 

during the off season compared to the whole year. We can see that LL gross profit of 

£14,846.89 is very low compare to the whole 2013 where the gross profit reached 

£419,106.22. For the same time period LL’s costs arose to £95,506.23, almost one third 

of LL total costs of 272,693.45 for 2013. This creates a loss of £80,659.34 for LL 

during the off season compared to the total profit of £146,412.77.  

 

  Period Actual Variance  

Gross profit/loss 14,846.89 419,106.22 -404,259.33 

Total cost 95,506.23 272,693.45 -177,187.22 

Net profit/loss -80,659.34 146,412.77 65,753.43 

Figure 10: Profit/loss for off season and whole business year 2013  

 

LL’s fixed assets had some larger changes during 2013 with the largest change being an 

increase of motor vehicles with £37,358.33 and plant and machinery of £19,460.01 

making the total value of LL’s fixed assets to £144,618.55, an increase with £57,548.74. 

The largest post of LL’s fixed assets consists of plant and machinery including most of 

the machinery and obstacles associated with the cable while the second largest post, 

motor vehicles includes the boats. LL’s current assets had some smaller changes during 

2013 compared to the fixed assets. The largest change is the bank accounts increase of 

£43,284.37 and the decrease in debtors with £29,090.44. We can also see that stock 

owned by LL increased with £11,232.46. This creates a total value of LL current assets 

to £76,244.01 an increase of £24,176.34 creating a total value of LL assets to 

£220,862.56. All of the mentioned data can be seen in figure 10 below.   
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Fixed assets Period Year to date  

Plant and machinery 19460.01 99932.39 

Office equipment 1805.64 5333.16 

Furniture and fixtures -1075.24 1994.67 

Motor vehicles 37358.33 37358.33 

Total Fixed 57548.74 144618.55 

Current assets Period Year to date  

Stock 11232.46 29059.99 

Debtors -29090.44 3195.53 

Deposits and cash -1245.05 1295.58 

Credit card (debtors) -5 0 

Bank account  43284.37 42692.91 

Total Current 24176.34 76244.01 

Total value 81725.08 220862.56 

Figure 11: Changes in fixed/current assets in business year 2013  

   

When looking on LL’s debt we can see that LL does not have that much debt. In 2013 

LL paid of £17,915.66 of its long term liabilities, almost cutting it with 50 per cent to 

£17,021.23. LL’s current liabilities have not changed that much during 2013 putting 

LL’s current liabilities to £52,087.13, an increase with £8,723.87. LL’s biggest current 

liabilities posts are VAT liability with £24.045.00 and creditors: short term with 

£22,728.59. LL’s total liabilities have a value of £69,108.36.  

 

LL’s balance sheet show that a large portion on LL’s reserves where used in 2013 

decreasing LL reserves with £55,495.90. The reserve together with LL’s profit and loss 

account made a total value of £151,754.20 for 2013.     
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 Analysis 5

This section of the thesis contains an analysis of the empirical findings. The empirical 

findings will be put in relation to the frame of reference and my thoughts. The analysis 

will be permeated with the purpose of the research and will be conducted with the 

research questions in mind. 

 

LL total debt is £69,108.36, with Stuart’s view on debt one would think that LL’s debt 

level would be quite low. The truth is that LL debt level is 31.3% 

(69,108.36/220862.56) which is not extreme in any way, but when taking Stuart’s view 

on debt into consideration it might be considerate high. Cordes and Sheffrin (1983) 

states that if a business takes on debt tax advantages can be provided. As Stuart 

mentioned in the interview he is aware of the tax reductions he can make for LL. Even 

though he knows that taking on debt will give LL some tax reductions this is still 

something he would not prefer. When analysing LL’s debt level and Stuart’s thought 

that LL has no or very little debt one could assume that LL debt level suggests that LL 

is utilizing the available tax advantages that can be made. Combine this with Caprio Jr 

and  Demirgüç-Kunt (1998) statement that if a business takes on long-term debt it can 

lead to that a business grows faster. It might be that Stuarts view on debt has made LL 

grow slower than it could have. Here LL debt is more aligned with Stuart’s view, LL 

long term debt have a total value of £17,021.23 or 24.6% (17,021.23/69,108.36) of LL 

total debt. Finally Brian J. Terry (1997) states that by taking on debt a business creates a 

risk sharing allowing a company to invest in projects. This aligns with what is said 

before and that Stuarts view might have caused LL to miss out on some business 

opportunities since the long term debt level is low. Caprio Jr and Demirgüç-Kunt (1998) 

also mentions that one positive effect with long term debt is that it allows businesses to 

invest in projects where the profit of the investment is in the distant future. 

 

Caprio Jr and Demirgüç-Kunt (1998) states that short-term debt may increase 

efficiency, the reason for this is that short-term debt makes managers more cautious 

with their investments due to the threat of liquidation. When looking at LL’s ratio 

between long and short-term debt it shows that their current liabilities is the majority of 

LL’s debt, 75.4% of its total debt. The majority of the LL’s current liabilities are VAT 

liability and Creditors: short term with a total value of £46773.56. Both of these posts 



 

 39 

are changing during the year since they change with the day to day business. This 

together with Stuarts view on debt where he has a hesitation against taking on debt and 

his view that if you do not have money, you cannot spend it makes him more cautious 

with LL’s investments. This has created a ratio between long and short-term debt that 

support Caprio Jr and  Demirgüç-Kunt (1998) statement on long and short-term debt. 

 

Dittmar and Thakor (2007) states that equity is used to raise money when investors 

views of the project payoffs are expected to be aligned with their expected payoff. With 

the vision Stuart has for LL Stuart would only be able to raise capital through equity if 

he finds an investor that believes in this view. Even though Stuart has had a successful 

partnership earlier, taking on a new partner is something Stuart would never do and he 

would never give up any control of LL to raise capital. The main reason for this is 

Stuart vision of what he want LL to become and he knows how to get there. Stuarts 

view on outside equity and the way he want to maintain control of LL supports Wu, 

Chua and Chrisman (2006) statement that family involvement in businesses decreases 

the use of equity as a possibility for financing and the use of public equity financing. It 

also supports Wu, Chua and Chrisman (2006) statement that this leads to a balance 

between making good financial decisions and a tradeoff between maintaining family 

control and the limited growth financing alternatives associate with the family control       

     

Barnea, Haugen and Senbet (1981) states that one of the reasons for why the agency 

problem occurs is that agents perform in their own self-interest. This is a significant 

argument as to why Stuart would have a hard time raising capital for LL. Since he has a 

vision of how he wants to develop LL, and as Stuart mentioned in the interview, today 

he is used to do things his way, finding an investor that are willing to align with Stuarts 

vision and way of doing business would make it hard for LL to raise capital proving the 

agency problem. Dittmar and Thakor (2007) states that equity is used by managers to 

raise money necessary to finance projects when it is believed that investors views of the 

project payoffs are expected to be aligned with their expected payoff. This supports that 

an investor willing to invest in LL needs to fully trust Stuart and his vision. On the other 

hand Chua, Chrisman, Kellermanns and Wue (2009)  argues that agency costs would 

decrease within family owned businesses, because of more careful approach to 

investment decisions. They also state that the agency costs decreases when ownership 
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and management is within the family which could be interpreted as that a more agreed 

purpose for the capital gained through investors decrease the agency costs. As 

mentioned before, Stuarts view on debt created a more restricted and careful approach 

to investments, he is also the only owner of LL, supporting Chua, Chrisman, 

Kellermanns and Wue (2009) second statement. All this would increase the incentive to 

lend money to LL as Chua, Chrisman, Kellermanns and Wue (2009) states since 

investments in LL would not be reinvested in bad investments or change due to 

different wills within LL.   

 

Brenes et al. (2011) defines corporate governance as a guidance and management 

structure aligning and organizing ownership management and business management. 

Corporate governance includes three different elements, the stockholders, board of 

directors and the top management team. Aguilera and Crespi-Cladera (2012) also 

defines corporate governance as something that dictates how benefits are created, 

maintained and distributed across different stakeholders. LL does not have a defined 

governance structure as the part about LL explains, LL is directed by Stuart who tries to 

have full control of everything. As Stuart mentions in the interview, he would never 

give up any control of LL to gain outside equity and he is also trying to avoid debt. This 

limits the structure LL need to have to access capital. The more interesting aspect is 

how LL’s governance structure affects stakeholders. Since this group includes both 

employees and suppliers LL’s lack of corporate governance will affect these two 

groups. As Stuart mentioned in the interview and as mentioned in the part about LL, LL 

does not have many employees creating an unstable work environment for the seasonal 

staff. One could argue that the lack of a clear management structure plays part in the 

fact that staff only stay for one year. Suppliers may find that an unstructured business 

would be hard to conduct business with. Brenes et al. (2011) argues that family 

businesses tend to have the same leaders in their positions longer creating stability 

within the business. Combined with what Petersen and Rajan (1994), Berger and Udell 

(1995) and Wu, Chua and Chrisman (2006)says about family businesses trying to have 

a friendly relationship with suppliers. A combination of the stable and friendly 

relationship that Stuart is trying to have with LL’s suppliers and the fact that Stuart has 

a good knowledge about his field of work would create enough incentives for suppliers 

to conduct business with LL.  
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As mentioned in the interview section LL has one extra cable that will be installed when 

a good investment opportunity appears. Brown et al. (2011) and Brenes et al. (2011) 

talks about how businesses are improving their internal corporate governance 

requirements to get access to investors. This would be an incentive for LL to create a 

good governance structure to attract a future relationship with an investor or landowner 

to make this investment a reality. Shleifer and Vishny (1997) States that firms has 

implemented committees to limit the agency problem and that in some cases a highly 

contingent, long-term incentive contract has been used to create a good corporate 

governance structure. This is something LL lack today and might implement if an 

investor for the cable is to be found. Stuart might also agree on signing a contract to 

ensure that investors gets what they expect.  

 

Ebben (2009) argues that small business owners are unaware of bootstrapping as a 

strategy, instead bootstrapping has been used as a survival approach. This goes in line 

with the way Stuart is using bootstrapping techniques. As mentioned in the interview 

and the part about LL Stuart is trying to make deals with people when he needs 

something and it is being done to keep costs down. While Winborg and Landström 

(2001) mentions that bootstrapping strategies are used to maintain ownership and 

control of the business this is not the case of LL. When looking at what kind of 

bootstrapping methods LL is using we can see that LL are using two of the top six 

methods Winborg and Landström (2001) mentions. These two are number one and six 

regarding buying used equipment and borrow from other businesses. Both the cables 

that LL own are bought by using bootstrapping method number one while number six is 

a method LL is using daily where they are both borrowing equipment and personnel 

from other companies. When looking on the bootstrapping methods used by LL one 

could argue that LL belongs under the group relationship-oriented bootstrapper. From 

the interview with Stuart we were told that Stuart is using people in his surrounding to 

do work at LL. He is also keeping a good relationship with suppliers to make sure that 

he builds good relationships for LL. This behaviour aligns with the ones in the 

relationship-oriented bootstrapper group.     

 

When looking at what DeMarzo (2011) says about cash cycle and when trade credits 

should be paid it becomes clear that Stuart does the opposite for LL. Since Stuart states 
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that he is paying LL bills when they come in he is doing the opposite of what DeMarzo 

(2011) says, bills should be paid as late as possible. This can create an unnecessary long 

cash cycle since the money is leaving LL in an early state of the operating cycle. In the 

interviews we were told that LL has a reserve account, even though we know that Stuart 

does not plan ahead for LL and the purpose of this money is unclear, it could be argued 

that this is some type of cash holdings for seasonal effects and investments as DeMarzo 

(2011) states as two reasons for why a business should hold cash. 

 

Stuarts approach to the seasonal aspects of LL does hardly exist. As Stuart mentioned in 

the interviews the only thing that is being done about the seasonality is cut down on 

staff to lower the costs. When looking at Bonin (1968) and Miron (1996) statement that 

seasonality is viewed as noise that is something that should be removed before 

analysing the data set. Bonin (1968) also states some seasonal fluctuations are caused 

by economists and governments. Comparing Bonin (1968) and Miron (1996) with the 

answer given by Stuart on seasonality it seems only logical that Stuart has given little 

thought to the seasonal effects addressing LL. Considering the affect the season has on 

LL it difficult to understand why Stuart does not consider the seasonal affect more. LL 

have a gross profit of £419,106.22 for the business year 2013, the same year the off 

season gross profit value is £14,846.89 resulting in a total loss of £80,659.34 for this 

period. The magnitude the seasonal affects have on LL business should support an off 

season strategy.  

 

The interview with the employee shows that LL is an interesting place to work at and 

that it attracts similar minded people. Even though the employees develop close 

personal bonds, problems occur in the work atmosphere. Since there is no clear 

structure and the fact that Stuart does not address problems head on creates unnecessary 

tension. This lack of structure is what prevents LL from getting investors according to 

Brown et al. (2011) and Brenes et al. (2011).   
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 Conclusion & Discussion  6

This part of the thesis will summarise the answers to the research questions that has 

been found through the analysis of the empirical findings in relation to the theoretical 

framework. It will also cover my thoughts on the subject that has been studied and what 

the author has experienced through the course of the research. Each of the research 

questions will be presented in separate sections in order to give the reader a clear and 

structured view of the findings of the research. 

 

 Conclusion 6.1

The purpose of this research has been to look at the capital and business structure within  

LL, and managements insight in the business’ capital structure. I also wanted to find out 

how the capital and business structure allows/restricts the possibilities for LL to raise 

capital.  

 

First I wanted to see how the capital and business structure looked within LL. Starting 

with the capital structure it becomes clear that Stuart does not have a clear capital 

structure model implemented in LL. Here it is more Stuarts view on debt and that he 

does not want to raise outside equity that sets the standard on LL’s capital structure. 

When looking at LL’s financial reports we can see that LL’s debt level is good. When 

looking at the business structure I quickly realized that LL does not have a clear 

business structure and that Stuart has given very little thought to this part. This may 

seem unprofessional to possible investors and it might lead to LL missing out on 

potential investments. One thing that is clear is that Stuart is trying to be in control of 

everything making it hard for his employees to do their job. This is also something that 

the second interview with the employee confirms. This is an aspect that need to improve 

by implementing a better corporate governance structure within the company. Stuart 

should also improve mechanisms to deal with the agency problem. All this would result 

in a more trustworthy business structure that in the future would increase LL’s 

possibility to raise capital if needed. If Stuart does not implement a good capital and 

business structure LL cannot grow as a company. Stuart needs to understand that his 

view of running things has a limited span of success.  
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Secondly I looked upon the possibility of there being an existing knowledge gap within 

LL and how this affects the business. Here there is a huge knowledge gap on Stuart’s 

part, he has no idea of LL’s capital structure and he shows no interest in educating 

himself on the subject to get an understanding of it. This affects LL in a negative way 

since it creates an uncertainty and unstable business environment if LL strives to grow 

as a business. Since LL is sensitive to seasonal and weather effects Stuart needs to have 

deeper understanding of LL finances and how it swings due to the sensitivity. This 

should be done to maintain a positive growth in the long run. The consequences of this 

knowledge gap can have a severe impact on LL. As Stuart has mentioned LL has never 

had a loss and its finance is solid. If the profit decrease and LL makes its first loss the 

consequences of low profits will be more severe. Therefore Stuart needs to educate 

himself in LL’s capital structure.  

 

Finally I looked at how LL’s capital and business structure allows/restricts future 

possibilities to raise capital. Since Stuart is not willing to give up any control of LL 

raising capital will be hard, this is not the only thing preventing LL to raise capital. 

Since LL business structure is highly unstructured it would be hard for Stuart to find an 

investor that is willing to invest in LL and that would share his view. Stuart’s 

knowledge gap also prevents LL to raise capital since it makes Stuart and LL look 

unprofessional. LL has the potential to become world leading within their field if they 

create a better capital and business structure within the company. 

 Discussion 6.2

 

When looking at how Stuart is running LL one cannot stop and be amazed by the 

knowledge gap and unstructured methods that are being used. When looking on how 

Stuart is trying to control every aspect of his business and not trusting his employees it 

is not hard to imagine why staff only stays for one season. This is a hard decision to 

make for Stuart since he cannot have too much staff employed full time in all 

management positions. Today he has one manager on the cable employed full time, but 

optimal would be if he had one boat manager, one bar/kitchen manager and one shop 

manager throughout the whole year. During the summer all the manager positions is 

filled but since this position changes every summer it takes time for the new managers 

to acclimate to their position. This combined with the micromanagement that Stuart 
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does make this acclimating period longer. LL needs to get a more reliable staff if Stuart 

wants LL to grow. This I believe is an economical question, Stuart needs to increase the 

wages for the staff to attract more serious staff that has a good work ethic. This is 

something that will be hard for Stuart to achieve if he is not willing to employ more 

fulltime workers. I do not see that a hard worker with good work ethic would want to 

work at LL for more than a year or two. Also wages is LL’s largest cost during the year, 

would LL survive a bad summer if wages was increased and a more permanent 

management team where in place. It could be that the employee situation cannot be 

improved with money. There are other aspects that Stuart can use instead of wages to 

motivate the staff, for example lunch and dinner could be included or that staff are 

offered good deals on new equipment. I believe that one thing that is clear is that Stuart 

needs to get a more permanent team around him if he wants LL to grow and he needs to 

trust his staff. All these problems that LL has with its staff could be resolved through 

better governance systems for LL. By improving the governance structure and 

implementing behaviours and even an audit committee the agency problem could 

decrease for LL making it more attractive as a work place and as a future investment for 

investors if capital is needed.    

 

 

When looking on all the events going on at LL it surprises me that they have such a 

high standard as they do. Even though Stuart says that he puts little time into the 

planning of the events this is not the whole truth. It is true that he puts little planning 

into how it can affect LL financially but he does put a lot of thought in to how the 

events will represent LL. It becomes clear that Stuart knows exactly what he needs to do 

to create a successful event and that he wants these events to show that LL is the leading 

place for wakeboarding and waterskiing in the world. I think that this shows of in LL’s 

whole business structure. With this I mean that it is clear that Stuart knows what he 

wants LL to become and he has a clear view of how he wants the waterski and 

wakeboard community to look at LL. Stuarts goals and knowledge about the sport 

creates a strong benefit for LL and is probably the only thing that has made LL a 

successful company. It is also this benefit that has created a false stability for LL and a 

belief for Stuart that he does not need to know anything about the financial aspects of 

LL since so far it has worked. I believe that LL success so far comes from luck, and of 
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course Stuart’s knowledge about the sports, and if LL is growing any bigger Stuart will 

have problems if he does not educate himself and get a better understanding of the 

financial aspects of LL.  

 

With the way Stuart is using people around him as an effective bootstrapping technique 

to improve LL it is crucial for Stuart to know that he cannot use people and not give 

anything in return. If people start feeling that Stuart is only nice to you when he needs 

something this effective way of bootstrapping will turn in to a negative thing and people 

will feel used. Today some of the older members that have been there since it started 

know how Stuart behaves and where they have been willing to help before they are not 

anymore. The reason for this is that they have felt used and that the “giving” only comes 

from their part and not Stuarts. Even though bootstrapping is an effective way of 

keeping cost down it has its limitations. One wonders if Stuart’s personal relationships 

will be enough when it comes to larger investments or if he will be in need to take on 

debt to finance it. For larger investments I believe that LL need to take on more debt 

and I think Stuart is aware of this. In the interview Stuart mentioned that LL has a credit 

o £250,000 that has never been used. Stuart also mentions that if it is a good investment 

he is willing to take on more debt to finance this investment. Bootstrapping is good way 

to reduce pressure put on companies but at some point it is necessary to raise capital 

through institutional investor’s.   

 

 

Stuarts view on rising outside capital limits LL’s chances to grow and improve as a 

company. Stuart is lucky to have a supporting landowner in HL, one could argue that 

their stance of not interfering with Stuarts plans plays a big part in LL’s success. Today 

Stuart has one extra cable that will be installed when a good opportunity comes around, 

this cable may be part of LL or might become a separate company. I do not think it 

matters or not if LL is involved in this new cable because I believe that Stuart already 

has a view of where he wants it and what he wants it to become. Will Stuart be as lucky 

as he has been with LL having landowners that will provide with all the equipment 

necessary but still give Stuart almost free hands. I think this combination is rare and it 

will be hard to come by a second time. I could be wrong and the fact that Stuart has 

made LL one of the most successful water sport facilities might make it easier for Stuart 
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to find a landowner that is willing to work under these circumstances. Stuart could also 

take on more debt to make this investment but as has been mentioned before we know 

that Stuart does not like this option. I believe that Stuart might have to accept that an 

instalment of a second cable might not run as friction free as it has for LL and that he 

must decide how he will raise the capital necessary to make this investment. I also 

believe that LL’s governance structure will have an effect on investors when they are 

deciding if they are willing to invest or not. 

 

In case LL is in need of capital there are several aspects to consider if LL should take on 

more debt. One could argue that Stuart should take on debt heading in to the off season 

to make sure that he can cover the costs. I would argue that everything depends on the 

summer, if LL has had a good summer I do not believe that Stuart should take on any 

more debt. The financial statements show that LL can cover their costs during the off 

season both when LL has a good and a bad summer. For this reason I do not believe that 

LL need to take on more debt immediately after a bad summer, instead Stuart should 

wait till the end of the off season and do an estimation if he need to take on debt 

heading in to a new season. A different scenario would be if LL has two bad summers 

in a row, at this time it might be a good solution for LL to take on more debt to make 

sure that all the costs for the off season can be covered, but also to make sure that LL 

has an buffer in case of an emergency. Stuart should also try to talk to HL and make 

sure that he pays the rent during the summer season when he has a steady inflow of 

capital. He should also see if he can get a short-term credit from suppliers to pay in the 

summer when LL has more money. The reason for this is to limit the strains put on LL 

during the off season if there has been a couple of bad summers  

.                
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 Future studies  7

The final section in this thesis will present the author’s thoughts on how future studies 

can be conducted and what type of questions that can be of interest to conduct further 

research around. 

 

For future studies it could be interesting to look at waterski and wakeboard clubs capital 

and business structure around London to get a broader understanding of how these 

businesses operates. Another interesting topic could be a deeper understanding of 

bootstrapping for small/family businesses and how these businesses include 

bootstrapping in their day to day business. Finally a study on small business owners 

with no academic background could be a good topic. The reason for this is that this 

study shows that Stuart is controlling LL in the opposite way of how much research 

states that a business should be operated and still manages to make the business 

successful. It could be that Stuarts way of doing business is just a coincidence, I do not 

think this is the case and that this would be an interesting topic for future studies.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 49 

 References  8

 

Adams, J., Khan, H, T.A., Raeside, D., White, D. (2007) “Research methods for 

graduate business and social science students”, New Delhi ; Thousand Oaks : SAGE  

 

Aguilera, R., V. and Crespi-Cladera, R. (2012) “Firm Family Firms: Current Debates of 

Corporate Governance in Family Firms”, Journal of Family Business Strategy, Vol. 3, 

No. 2, pp. 66–69. 

 

Barnea, A. Haugen, A., R. and  Senbet W., L. (1981) “Market Imperfections, Agency 

Problems, and Capital Structure: A Review.” Financial Management, Vol. 10, No. 3 

 

Berger, A., N. and Udell, G., F. (1995) ”Relationship Lending and Lines of Credit in 

Small Firm Finance.” The Journal of Business, Vol. 68, No. 3, pp. 351-381.  

 

Berk, J. and DeMarzo, P. (2011) "corporate finance (2
nd

 ed)", Person Education. 

Bonin, J., M. (1968) "Seasonality and economic analysis" Southern Economic Journal, 

Vol. 34, No. 3. 

 

Brenes, E., R. Madrigal, K. and Requena, B. (2011) "Corporate governance and family 

business performance" Journal of Business Research, Vol. 64, No. 3, pp. 280–285.  

 

Brown, P. Beekes, W. and Verhoeven, P. (2011) "Corporate governance, accounting 

and finance: A review: Accounting and Finance" Account and Finance, Vol. 51, No. 1, 

pp. 96–172.  

 

Bryman, A. and Burgress, R., G. (1999) "Qualitative Researc (4
th

 ed)", SAGE 

Publications Ltd. 

 

Byman, A. (2012) "Social research methods (4
th

 ed)", Oxford : Oxford University Press.
 

 

Caprio Jr, G. and Demirgüç-Kunt, A. (1998) “The Role of Long-Term Finance: Theory 

and Evidence.” The World Bank Research Observer, Vol. 13, No. 2, pp. 171-189. 

 

Chua, H., J. Chrisman, J., J. Kellermanns, F. and Wue, Z. (2011) “Family involvement 

and new venture debt financing.” Journal of Business Venturing,  Vol. 26, pp. 472–488 

 

Cordes, J., J. and Sheffrin, S., M., (1983) "Estimating the tax advantage of corporate 

debt"  The Journal of Finance, Vol. 38, No. 1, pp. 95–105. 

 

Covas, F. and Den Haan, W., J. (2012) "The Role of Debt and Equity Finance Over the 

Business Cycle: DEBT AND EQUITY FINANCE AND THE BUSINESS CYCLE. The 

Economic Journal, Vol. 122, No. 565, pp. 1262–1286. 

 

Dittmar, A. and Thakor, A. (2007) "Why do firms issue equity?" The Journal of 

Finance, Vol. 62, No. 1, pp. 1–54. 

 



 

 50 

Ebben, J., J. (2009) "Bootstrapping and the financial condition of small firms" 

International Journal of Entrepreneurial Behaviour & Research, Vol. 15, No. 4, pp. 

346–363. 

 

McLaney, E. (2009) "Business finance : theory and practice (8
th

 ed)" Harlow : Financial 

Times Prentice Hall. 

 

Miron, A., J. (1996) ”Seasonal fluctuations and business cycles.” NBER Reporter. Vol. 

13, pp. 4. 

 

Petersen, A., M. and Rajan, G., R. (1994) “The Benefits of Lending Relationships: 

Evidence from Small Business Data.” The Journal of Finance Vol. 49, No. 1, pp. 3–37. 

 

Saunders, M., Lewis, P., Thornhill, A., (2012) "Research methods for business students 

(6th ed)", Harlow ; New York : Pearson. 

 

Shleifer, A., Vishny, R.W., (1997) "A survey of corporate governance" The journal of 

finance, Vol. 52, No. 2, pp. 737–783. 

 

Terry, B., J. (1997). "The international Handbook of Corporate Finance (3
rd

 ed) 

Chicago : Glenlake ; Chicago : Fitzroy Dearborn. 

 

Winborg, J. and Landström, H. (2001) "Financial bootstrapping in small businesses: 

examining small business managers’ resource acquisition behaviours" Journal of 

Business Venturing, Vol. 16, No. 3, pp. 235–254. 

 

Wu, Z. Chua, H., J. and Chrisman, J., J. (2007) “Effects of family ownership and 

management on small business equity financing.” Journal of Business Venturing Vol. 

22, pp. 875–895. 

 

Yin, R., K. (2014) "Case study research : design and methods (5th ed)", London : 

SAGE.  

 

 

 

 
 

 
 

 

 

 

 

 

 

 

 

javascript:__doLinkPostBack('','mdb~~buh%7C%7Cjdb~~buhjnh%7C%7Css~~JN%20%22NBER%20Reporter%22%7C%7Csl~~jh','');


 

 51 

 Appendix 9

 

Appendix 1: Video of wakeboarding and understanding of obstacles 

  

https://www.youtube.com/watch?v=XnMw2BG2nWI 

https://www.youtube.com/watch?v=LqKDR3cMUHU 

 

Appendix 2: Bootstrapping methods (Yellow indicates methods that could be used by 

LL) 

Methods                  Number  % 

Buy used equipment instead of new       205  78 

Seek out best conditions possible with supplier/s     193 74 

Withhold manager’s salary for shorter/longer periods     118  45 

Deliberately delay payment to supplier/s      115  44 

Use routines in order to speed up invoicing      115  44 

Borrow equipment from other businesses for shorter periods    110  42 

Use interest on overdue payment from customers     107  41 

Hire personnel instead of employing permanently     105  40 

Use routines in order to minimize capital invested in stock    101  39 

Co-ordinate purchases with other businesses      95  36 

Lease equipment instead of buying       87  33 

Obtain payment in advance from customers      86  33 

Cease business relations with customers frequently paying late    84  32 

Use of manager’s private credit card for business expenses    78  30 

Offer the same conditions to all customers      78  30 

Obtain capital via manager’s assignments in other businesses   73  28 

Obtain loan from relatives/friends       64  24 

Practice barter instead of buying/selling goods      54  21 

Offer customers discounts if paying cash      43  16 

Buy on consignment from supplier/s       39  15 

Deliberately choose customers who pay quickly     14 37  

Share premises with others        37  14 

Employ relatives and/or friends at non-market salary     37  14 

Deliberately delay payment of value-added tax      36  14 

Run the business completely in the home      30  11 

Obtain subsidy from County Administrative Board     24 9 

Share equipment with other businesses       22  8 

Share employees with other businesses       21  8 

Obtain subsidy from County Labour Board      20  8 

Obtain subsidy from Swedish National Board for Industrial & Technical Development   16  6 

Raise capital from a factoring company       9  3 

Obtain subsidy from the foundation Innovationscentrum    0 0  

 

(Table is taken from Winborg and Landström, 2001) 

 

https://www.youtube.com/watch?v=XnMw2BG2nWI
https://www.youtube.com/watch?v=LqKDR3cMUHU
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Appendix 3: Interview questions  

 

Interview questions with Stuart  

 

1. Are you the sole owner or your company and how is the business structured 

a. Has it always been that way and in case of more than one owner how 

was the roles divided between the owners?   

b. How is your business contact with suppliers   

2. Do you own the land where your facilities are located  

a. If not how does the owner(s) restrict you  

b. How much does the government restrict you  

3. How do LL cover for costs associated with events and how does LL plan for the 

seasonality of the business 

4. If in need of capital would you consider to take on outside equity and by doing 

so “give up” parts of the control you have of your business 

5. Are you aware of how much debt your company have and your company’s debt 

level 

a. What is your view of debt 

 

Interview questions with employee 

1. How is the general working condition at LL? 

2. How would you say that Stuart is as an owner and manager LL?  

3. How does LL management structure affect you when working?  

4. How is the communication between the management and employees? 

5. Do you think there is any improvements that can be done at LL considering how 

it is managed? 
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Appendix 4: video of London Night Jump 

https://www.youtube.com/watch?v=pDdIi9LcMaE 

 

 

 

 

 

 

 

Appendix 5: financial statements  

 

 

https://www.youtube.com/watch?v=pDdIi9LcMaE
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