FW04: 5690: Operations Strategy
Jack Meredith, 3109 Worrell, ph. 336.758.4467, fax 758.4514

email: jack.meredith@mba.wfu.edu
Texts: Case/Readings Packet: To be distributed.

Purpose: The basis for most organizations’ competitiveness often resides in a carefully crafted and executed strategy. Leading global competitors boast innovative streams of new services/products (TIAA/CREF, 3M, Hewlett-Packard), fast response to customers’ orders (LensCrafters, Fidelity, Toyota-Japan), rock-bottom costs (First Colony Life, Wal-Mart, Black & Decker), or full customization (Allen-Bradley). These world-class capabilities do not simply evolve; they are outgrowths of a clear corporate strategy to excell in some area of focus. This course will investigate the most important operations strategies that can lead to highly competitive capabilities in the global arena.

Pedagogy: We will address each topic through readings, cases, simulations, and discussion. Generally, the Monday class will be spent in discussion reviewing the topic through the readings.  The next (Wednesday) class will generally consist of applying the concept through case presentations and discussion. Throughout the course, a management/strategy simulation, called The Hospital Game (HG), will be conducted where you can experiment with some of the strategies we have been discussing in class. There will be a final exam and a presentation of your HG management/strategy at the end of the class, as shown in the schedule further below.

Grading: 

Cases


25%

HG Simulation

30%

Exam:


40%

Contribution/Partic.
 5%

Cases:  Except for the first two weeks when there are no cases, questions will be assigned randomly a week ahead of time for each case. Although only a portion of the questions will be assigned to each person, everyone should be prepared to address all the assigned questions. Those students assigned the same set of questions will meet prior to and outside of class to construct their 6 (!) minute presentation. (Because we will typically have 7 teams presenting, I need to carefully limit the time any one group takes.) At the beginning of class, I will announce who will be presenting for the group (after which I will collect the Hospital Game decisions). The whole group will receive the same grade on the question. Although no written material will be collected from the groups, it will be useful for the group’s speaker to have a written outline of points and perhaps analysis/diagrams to project on the screen with the help of another team member. Please be sure that I get a hard or electronic copy of the presentation.  After all the presentations, the case will be opened to the class for further discussion and critique. A debrief and summary of relevant issues will wrap up the case.  
Simulation: Teams will be formed to run a strategy simulation, called The Hospital Game (HG).  This simulation takes place in a foreign country under cultural and economic conditions that are completely unfamiliar to you (just like a real job!). We will do a “dry run” of the simulation to give you a very brief “feel” for the nature of the game and to allow you enough experience to form a strategy to win. The grade for this portion of the class will be based 1/3 on your presentation, 1/3 on how well you were able to achieve your goals and execute your strategy, and 1/3 on your critical analysis of the other teams’ results. Read at least the first 2 chapters before Mar 1 and come prepared to form teams to run the hospitals. Your first year’s decisions (period 11) will be due at the end of class on Mar 3; you will get the results on Mar 15. For Mar 17, read and do the exercises in Chapter 3 for your hospital, and think about what goals and strategies you want to specify for the real simulation. On Mar 17, we will review your hospital results, if you have questions, and you will turn in the goals, strategy, and real first decisions (for period 11, again).   
Exam: The final exam will NOT cover the Hospital Game. It will cover only those materials we covered in class, both in lectures and in discussion. (That is, there will not be anything from the readings and cases that wasn’t mentioned in class.)
Schedule:
Due Date
   Topic



Readings



 


Feb 25
Introduction



Misc: Fads; Utility of Intelligence



Mar 1
Strategy Overview


Hambrick: Are you sure you...


Wheelwright: Competing through...

Swann: Out with the old truths... 
Mar 3
     HG: Ch 1,2






HG Period 11 decision due

Mar 15
Speed & Innovation


Misc: Speed, Travel, Supply Chain 

Stalk: Time—the next source...






Merrills: How Northern ...








Wheelwright: Reflecting... 






Chaparral Steel
Mar 17
   HG: Ch 3




Review HG results; Goals, Strategy, Per. 11 due

Mar 22
Product Profiling & Positioning
Hill: Ch. 4: Product profiling







Hayes: Link manuf. process...







Davis: Different service firms...

Mar 24
HG: Ch 4



Case: Nolan & Warner; 
HG Per. 12 due


Mar 29
Focus & Core Capabilities

Misc: Sara Lee, Remember, Pasta, Job Shops, Fashion
Stalk: Competing on capabilities...




Quinn: Beyond products: ...







Insinga: Linking outsourcing...

Roth: Success factors in ...

Mar 31
HG: Ch 5



Case: Copeland Corp.; 
HG Per. 13 due


Apr 5
Technology & Justification

A revolution of one (1 page)

Magretta: The power of virtual...

Rocks: Reinventing Herman...

Foster: To exploit new tech...

Meredith: Justifying new mfg... 

Apr 7
HG: Ch 6



Case: Peerless; 

HG Per. 14 due


Apr 12   Infrastructure, Integration,

Misc: BMW


  Continuation



Lull: Clearing the smokescreen...

Meredith: Strategic control of..



Whitney: Strategic renewal...


Sull: Why good companies go bad
      


Miller: The Icarus paradox: How...

Apr 14
HG: Ch 7



Case: Taco Bell; 

HG Per. 15 due 


Apr 19 





FINAL EXAM
Apr 21
HG: Ch 8



HG PRESENTATIONS DUE
(5 min. max!)

Assignment for March 1,3
Be prepared to identify the main points of each article and answer the following questions:

Hambrick: Are you sure you have a strategy?

1. The authors construct a 5-element framework for strategy. Might structuring the strategy process in this formal a fashion sometimes do more harm than good? Are there disadvantages to such a formal process?

2. Distinguish between goals (or mission, or charter, or objectives) and strategy.

3. Which element or elements of the framework represent what we normally think of as “strategy”?

4. What is the purpose of Table 1 in the strategy planning process?
Wheelwright: Competing Through Manufacturing

1. Assuming these stages apply equally to services (do they? would you change them?), where is your organization among these stages?

2. Why don’t all organizations attempt to become “stage 4” companies?

3. What does it take to successfully transition up the stages?

Swann: Out with the Old Truths, In with the New
1. Do you agree with all the changes listed in the sidebar? Which ones may be overstated?
2. Can we rely on RPA even if it hurts our ROS?

3. Is contract manufacturing the way of the future? Why were contract manufacturing firms like Solectron and Flextronics more profitable during the dot.com boom than their customers? How did Sara Lee’s asset disposal of their manufacturing (so they could focus on their core competency of “building brands”) work out?

4. What is likely to happen if you set the payback hurdle at 12 months? Why not 6, or 3?

5. What does this paper propose as the solution to the problem? Do you think it will work?

Assignment for March 15,17

Be prepared to identify the main points of each article and answer the following questions:

Stalk: Time-- The Next Source of Competitive Advantage

1. In the 4th paragraph, in what way is time the equivalent of money, productivity, quality, even innovation?

2. Given the two categories of manufacturing costs noted in the 13th paragraph of the “From Low Wages to Variety Wars” section, how can you decide whether it would be best to change your current variety or change your current volume?

3. The third paragraph before the “Time-Based Sales and Distribution” section notes that flexible factories are ten times faster and yield 20% reductions in cost. How does this compare to the value rule that an X% reduction in throughput-time results in an X/2% reduction in unit cost? 

4. How did Toyota Motor Mfg. cut the sales and distribution time from 26 days to less than a week?

5. Based on the last two pages of the article, what other areas of the firm are probably ripe for JIT, or fast response, besides the factory?

Merrills: How Northern Telecom Competes on Time

1. When time reduction is the goal, what other subsidiary goals get set that give rise to the usual improvement programs?

2. In a companywide effort, what happens as each improvement is made in one area or department?

3. In the third paragraph before the “The Beginning of Time” section, what does it mean to “double throughput velocity”? In the second paragraph before that section, what does this author mean by the phrase “cycle time” here? Is this standard meaning of the phrase?
4. Toward the end of the article, how did the changes Northern Telecom made in their P&L statement help them to manage better? In their new justification process, do quality improvements and time savings have no financial impact? If they do, where would they be? 

Wheelwright: Reflecting Corporate Strategy in Manufacturing Decisions

1.  Contrast the two ways described in this paper for management to focus on strategic priorities for its products and services. What are the advantages and disadvantages of each?

2. What comparisons are illustrated by the table on page 65?

3. How do the values in the table on page 65 lead to improving the competitiveness of the firm? That is, what mechanism is employed after the table is derived?

Chaparral Steel: Rapid Product and Process Development

1. What techniques did Chaparral use to force constant process technology innovation in their plant? 

2. Why is it necessary for a firm to force itself to develop such competitive advantages? 
3. Why did Chaparral keep intentionally overdesigning their processes? How can a small firm afford this? 

4. In retrospect, how can a small firm successfully innovate in advanced technology against huge competitors with much larger R&D staffs? 

5. Why didn’t Chaparral focus on product technology innovations instead of process innovations like most U.S. firms? 

6. How common is it for a VP to visualize a new process technology? What advantages would a VP have for successfully implementing this idea? 

7. Why don’t other firms innovate like Chaparral—that is, use process innovation, employees’ skills, internal development, etc.?

Assignment for March 22,24

Be prepared to identify the main points of each article and answer the following questions:

Hill: Product Profiling

1. The examples in this paper describe actual situations where marketing’s strategic direction changed over time but manufacturing’s direction didn’t accompany the change. What specific reasons were identified that created the resulting mismatch?

2. The product profiling procedure makes two kinds of comparisons on the figure at the same time. What are they?

3. Identify the different forms of comparisons that the product profiling process can illustrate to help management.

4. What’s the message of this paper? 

Hayes: Link Manufacturing Process and Product Life Cycles
1. At the beginning of the “The Product-Process Matrix” section, the authors imply that products go through a transition from one-of-a-kind to a commodity, and that processes likewise progress from job shops to continuous flow. Do you agree?

2. Explain the logic of the two “None” areas in Exhibit I. Given this danger, how do firms make an “off-diagonal” strategy a competitive advantage?

3. How would the evolution of technology alter the slope of the diagonal of optimal positions? Specifically, what would the diagonal have looked like in 1800? Today? In 2100?

4. Would you consider this to be a “strategy” in the normal sense?

Davis: Different Service Firms

1. One scholar of service management posits a service matrix in terms of whether the organization is capital or labor intensive on one axis, and low or high customer contact intensity on the other axis so that low-capital is the Service Factory (airlines, hotels), low-labor is the Mass Service (retail, sporting events), high-capital is the Service Shop (hospitals), and high-labor is the Professional Service (legal, tax, physicians).  Contrast this approach with the four categories in this paper.

2. Which taxonomy do you prefer? Why?

3. On p. 25, lower right it states that service factories are more amenable to efficiency improvements because they are manufacturing organizations. Why is only manufacturing amenable to efficiency improvements?

4. What is Babcock? Are the clients able to judge the result but not the process (“service shop”) or neither (“service complex”)?

Case: Nolan and Warner

1. Graph the trends in sales from Exh. 1, profit margins from Exh. 2, and inventory turns (by type and total) from Exh. 2.  Analyze and comment.

2. Comment on the insights in Exh. 3.  Comment on Exh.s 4 and 5.

3. Use the attached chart to plot and compare product profiles in Products and Markets for 1978 and 1982. Comment. 
4. Use the attached chart to plot and compare product profiles in Manufacturing for 1978 and 1982. Comment.

5. Use the attached chart to plot and compare product profiles in Investment and Cost for 1978 and 1982. Comment.

6. Considering all the above analyses, what should be manufacturing’s message to top management about the current business strategy? 
7. What alternatives are open to Warner for fixing their business? Under each alternative, what should the firm do about the two new VR100 range products? About Banbury? 

Assignment for March 29,31

Be prepared to identify the main points of each article and answer the following questions:

Stalk: Competing on Capabilities: The New Rules of Corporate Strategy

1. Contrast competing on capabilities with competing on core competence. 

2. In the Secret of Wal-Mart section, it says that the way Wal-Mart replenished its inventory was the basis for its competitive strategy. That sounds pretty amazing for such an underrated function. Is this the whole story?  What’s the rest of the story?

3. Relate the use of infrastructure as talked about in this paper to the idea of capabilities.

4. One secret not revealed in the paper is that Wal-Mart’s P&G products, at least, are owned by Wal-Mart for only .001 seconds. What do you think is physically happening during that small amount of time?

Quinn: Beyond Products: Services-Based Strategy

1. Describe the process required to determine what activities to keep and develop as core capabilities, as well as those needed to maintain supremacy, and those to outsource.  (Note the definition of Technology in the sidebar: The systematic application of knowledge to useful purposes.)

2. How do you decide where to draw the line between being “hollowed out” and making a smart outsourcing move.  How can you protect yourself in this process?

3. What is Quinn’s argument for the point that products seldom provide a sustainable competitive edge but services do?  Is it an issue of products vs. services or something else?

Insinga: Linking Outsourcing to Business Strategy 
1. What guidance would the matrix have for inventors/entrepreneurs in a low-tech (or services) area? In a high-tech area?

2. a. Consider the matrix as K-Mart did in their heyday in 1979 when they decided to shut down their trucking fleet and subcontract the service. Where did they see themselves on the matrix? Were they right?

b. Consider Wal-Mart at the same point in time when they invented the “cross-docking” concept requiring their own fleet of trucks. Where were they on the matrix?  

c. What’s the message?

3. Consider IBM’s decision to subcontract the development of their PC (Personal Computer) in 1981. Where were they on the matrix? Was this the right decision?
Roth: Success Factors in Manufacturing

1. In Table 1, the laggers have higher revenues than the leaders, higher R&D investment, and greater market share.  Intuitively, what appears to be going on here?

2. Compare Table 2 with Figure 4 to ascertain why the Middlemen do worse in ROA than the Weaklings for both laggers and leaders. What message does Table 2 convey about the importance of manufacturing performance versus managerial performance?

3. In the second paragraph and again later in the section Factors for Manufacturing Success, it is stated that quality management programs were found to be an important predictor of manufacturing success.  Yet, in Figure 3 and in the sentence immediately below Figure 2, quality capabilities are not any different between leaders and laggers.  Explain.

4. Also in the second paragraph of the Factors for Mfg. Success section it states  that restructuring and information systems were inversely associated with strength.  Why do you think this is so?  Do you agree with their explanation for this later in the paper?

Case: Copeland Corporation

1. Contrast Copeland’s manufacturing strategy in 1975 with that in1982.  What triggered these changes? 

2. Besides organizing as a job shop or a flow shop, what other ways are possible? What way is most common (trick question)? What did Copeland learn from its experiences at Hartselle; at Rushville; at Shelby? 

3. What role in Copeland’s manufacturing strategy evolution has been played by Diggs; by Ruwe?

4. What role in Copeland’s manufacturing strategy evolution has been played by Peltier; by Granville? 

5. What are the advantages and disadvantages of a process split? Of a product split? 
6. Identify the order winners for each product line and whether a product or process split best supports each one. Which split best fits Copeland’s strategy? Which is easiest to implement? 

7. How should Sidney be focused? Why? 
Assignment for April 5,7

Be prepared to identify the main points of each article and answer the following questions:

A Revolution of One
1. Can you think of an industry that could employ the Dell model?

2. Why don’t PC makers competing with Dell use his approach?

3. The article states that even in those industries that have the ingredients to use the Dell approach, the existing companies don’t use it. Doesn’t that mean there’s an opportunity for another Dell-type competitor to emerge? 

Magretta: Power of Virtual Integration: Dell...

1. Identify the major components of Dell’s “direct model.”

2. How does information substitute for inventory?

3. How has Dell avoided the consumer commodity end of the business?

4. Is Dell organized by product or process, or both, or something else? What clues does the interview give?

5. If a customer calls and Dell doesn’t have the product configuration desired in stock, how do you think they “steer” the customer toward a comparable product they do have?

6. How does improving quality improve speed (in the Using Information... sidebar)?

Rocks: Reinventing Herman Miller

1. What’s so “simple” about SQA?

2. What else, besides technology, did SQA do to achieve “simple, quick, affordable”?

3. Do you think an operating income increase from $224 million to $231 million is a significant increase? What percent of revenues is represented by SQA?

4. Why did the board resist SQA? What changed the minds of the dealers and salesfolks? 

Foster: To Exploit New Technology, Know When to Junk the Old

1. Identify the 5 realities of technically-based economic competition.

2. Crown Cork & Seal was the leading producer of steel cans when aluminum cans came along. Yet, they stayed with steel cans, taking a larger and larger share of a shrinking market. What do you think their status is now? 

Meredith: Justifying New Manufacturing Systems

1. Why aren’t financial methods used to justify an advertising campaign? Hiring a new VP? Buying new carpeting?

2. Why is the intended purpose rather than the type of equipment more important to the selection of a justification procedure?

3. Interpret Figure 1.  Figure 3.

4. (Page 60) If high utilization is not a proper strategy, is low utilization?  What should the strategy be? Should it change after acquisition?  Why (not)?

Case: Peerless 
1. How did the laster cutter “save” Peerless when it could not be justified on payback or ROI grounds?

2. Compare the decision Ted faces now concerning the 1200-watt laser purchase compared with the decision he faced in 1981. How has the decision environment changed? 
3. Is Ted more or less comfortable with this decision? How is it harder? Easier?

4. Estimate the costs and revenues for this new system and perform a payback analysis. Assume the 1200-watt laser costs about $100,000 to purchase and $4/hour of operating time. Assume the laser cuts at the rate of 40 inches per minute, that a typical blade of 14 inches diameter sells for $25, and the same computer and software will be used as currently. Material load time for a 10-blade sheet of steel is one minute. Use a 3-inch arbor hole size and assume that a cut tooth doubles the cut distance. 
5. Considering the analysis in the previous question, is the system justified on an economic basis? What assumptions must you make?

6. How might this new system be more or less justifiable on an economic basis than the first system? On a strategy basis?

Assignment for April 12,14

Be prepared to identify the main points of each article and answer the following questions:

Lull: Clearing the Smokescreen...

1. Identify the infrastructure problems in the cardboard mfg. example for the first assumption (the color problem and the additive problem).

2. Identify the infrastructure problem in the car-cleaning example for the third assumption.

3. Identify the infrastructure problem in the tool sharpening example for the fourth assumption. 

4. What is the message in this article?


Meredith: Strategic Control of Factory Automation

1. So what did the shop personnel think of Process Engineering (p. 107), do you suppose?

2. What (or whose) 15% is referred to in “the 15% control syndrome”?

3. How do static and dynamic control relate (if at all) to tactical and strategic control?

4. Describe what the managers should have done in the missing boring mill problem. What infrastructure problem does this example illustrate?

Whitney: Strategic Renewal for Business Units

1. If “no costs are fixed,” how do you allocated fixed costs (depreciation, VP salaries, marketing expenditures) to outputs?

2. As you add products/services to your offerings for their marginal contributions to profitability, what is happening to burden/overhead? 

3. How do you change the reward/incentive system to motivate for cutting back?

4. Why shouldn’t the process be driven by consensus?  Isn’t it important to have the major executives agree on who the strategic customers or products are?

5. How would you define “strategic focus?”

Sull: Why Good Companies Go Bad

1.  Sull maintains in the beginning and again toward the end of the article that it isn’t lack of action (paralysis) that is the problem but rather taking the wrong actions. Review his examples and decide if you agree or disagree with this diagnosis.  

2. How do you determine whether one of the hundreds of changes in the competitive environment is a significant, threatening change that requires you to change your entire business model?

3. Can you think of any other Hallmarks of Active Inertia? Why just these four? 

Miller: The Icarus Paradox: How Exceptional Companies…

1. What do you think might be the danger in many of the messages and topics in this course: focus, core capabilities, etc.?

2. Explain Figure 3, going beyond the simple message of too much of a good thing leads to its evil twin. Specifically, consider the two axes and the trends shown in each quadrant.

3. How do you monitor for excesses that previously led to success but may now lead to failure? How do you decide when policies have gone too far?  And what should take their place if they have?

Case: Taco Bell 

1. Use Exhibits 1 and 6, plus the info on page 7 and elsewhere in the case to approximate TB’s annual income statements (in both $M and % of sales) in 1983 and 1990 in terms of each cost category.

2. Estimate the potential capacity increase that K-Minus allowed. Compare it to the total company sales volume increases in Exh.1 between 1988 and 1990. 
3. Estimate the potential capacity increase that SOS allowed. Compare it to the per company store sales volume increases  (Exh. 1 and 2) between 1988 and 1990..

4. Estimate the impact that delayering and pay changes for RMs, DMs, and AMs between 1988 and 1990 had on TB’s company store margins and overall corporate profits.

5. Identify the factors and programs that contributed to the success of TB’s strategy. What was the overall key to their success?

6. Identify the pros and cons of top-down versus bottom-up change in an organization.  Which did TB use here?  Which advantages and disadvantages occurred?  Were any lost or avoided—how?

7. Which elements of TB’s strategy would be relatively easy for competitors to copy?  Which would be difficult? In lay terms, was TB’s financial strategy a cost strategy, a profit strategy, or what?
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