PRIVATE
CASE PROBLEM 1

What Does It Take to Compete?

For students on the list no. 1,6,11,16 and so on

Rubatex Corporation manufactures rubber and foam products for a variety of products, including artificial turf, hosing and insulation, hockey helmet liners, scuba diving suits, Thighmasters, sports sandals, and mouse pads. The company was purchased last year by an investment firm called American Industrial Partners (AIP) that has so far earned only a 1 percent return on its investment. Obviously, the company is having problems. Its sales are up but earnings down. In the first three months of this year, the company lost $2 million on $68 million in sales. Understandably, AIP wants to know why and is demanding aggressive action. 

Employees at the Bedford, Virginia, plant say they know something's wrong. The plant is hot and dirty and crumbling, and they are working harder to produce items of poorer quality. Fewer than seven out of ten orders are shipped on time, and 2 percent of sales are returned as defective. Built in 1924, the plant sprawls over 14 buildings, with only the offices and lunchroom air conditioned. Equipment is old and outdated, much of it purchased in the 1940s. The 800 to 2,000 workers at the Bedford plant are paid an average of $11.50 an hour, far above the minimum wage average for the area. In the mill room, workers get a twenty-minute lunch break and two ten-minute breaks each eight-hour shift. They spend their day lifting and loading heavy bags of compounds into mixers and working with rubber stock that can reach temperatures of 300 degrees or more. At the end of the day, workers leave covered with chemical dust from the mixing compounds. The company says exposure to the chemical poses no cancer or health risks. The workers aren't so sure. 

Recently, in an effort to increase productivity, workers in the mill area were asked to increase the amount of rubber made in a single batch and decrease the bake time. Batches that used to take thirty minutes to cook were scheduled for fifteen minutes, and fifteen-minute batches were reduced to twelve minutes or less. Paradoxically, even though the workers were running about a third more batches than before, they produced less usable rubber. 

Labor-management relations are not good. Management says it pays the workers well and expects top-notch performance. If productivity does not increase soon, AIP will be forced to lay off about a third of the Rubatex workforce and may eventually close down the Bedford plant. Cost estimates to update the plant exceed $6 million. AIP does not want to authorize additional investment in plant and equipment until worker commitment to improved productivity is assured. Rubatex management vows to engineer a turnaround. They have set goals for the plant to increase sales by 30 percent. 

What should Rubatex do to remain competitive? 
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Source: Material for this case was taken from Jeff Sturgeon, "Rubatex Building Road to Recovery," and Richard Foster, "Old Plant Takes Toll on Workers, Morale," Roanoke Times and World News (July 21, 1996).

PRIVATE
CASE PROBLEM 2

Value-Added Operations at Lands' End

For students on the list no. 2,7,12,17 and so on

Lands' End, headquartered in Dodgeville, Wisconsin, is the largest specialty catalog company in the United States. The company's products include casual and tailored clothing for men, women, and children, shoes and accessories, soft luggage, and items for bed and bath. Fast, efficient operations allows Lands' End to offer convenient at-home shopping of quality merchandise at competitive prices. 

Lands' End catalogs are known for descriptive product narratives that tell customers everything they could want to know about a garment and its construction. The company's toll-free phone lines for sales and customer service are open twenty-four hours a day, 364 days a year. More than 1,000 phone lines handle about 50,000 calls each day--almost 100,000 calls daily in the weeks prior to Christmas. Eighty-five percent of all orders are placed by phone. 

In-stock orders leave Lands' End's Dodgeville distribution center (a structure the size of sixteen football fields) the day after they are received. Standard delivery is two business days anywhere within the continental United States. Lands' End works directly with some of the best fabric mills and manufacturers in the world. Garments are produced to Lands' End's own quality specifications, not to less stringent industry-wide specifications. In addition to its booming U.S. business, the company now does business in 75 countries, with facilities or special licensing agreements in Canada, the United Kingdom, Japan, and Germany. The Land's End philosophy is outlined in its "Principles of Doing Business." 

PRIVATE
Principle 1: We do everything we can to make our products better. We improve material, and add back features and construction details that others have taken out over the years. We never reduce the quality of a product to make it cheaper. 

Principle 2: We price our products fairly and honestly. We do not, have not, and will not participate in the common retailing practice of inflating mark-ups to set up a future phony "sale." 

Principle 3: We accept any return, for any reason, at any time. Our products are guaranteed. No fine print. No arguments. We mean exactly what we say: GUARANTEED, PERIOD. 

Principle 4: We ship items in stock the day after we receive the order. At the height of the last Christmas season, the longest time an order was in the house was 36 hours, excepting monograms, which took another 12 hours. 

Principle 5: We believe that what is best for our customer is best for all of us. Everyone here understands that concept. Our sales and service people are trained to know our products and to be friendly and helpful. They are urged to take all the time necessary to take care of you. We even pay for your call, for whatever reason you call. 

Principle 6: We are able to sell at lower prices because we have eliminated middlemen; because we don't buy branded merchandise with high protected mark-ups; and because we have placed our contracts with manufacturers who have proved that they are cost conscious and efficient. 

Principle 7: We are able to sell at lower prices because we operate efficiently. Our people are hard-working, intelligent, and share in the success of the company. 

Principle 8: We are able to sell at lower prices because we support no fancy emporiums with their high overhead. Our main location is in the middle of a 40-acre cornfield in rural Wisconsin. 



1. Think about the operations function at Lands' End. What is involved in the transformation process? How does the company "add value" for its customers? 

2. Examine Lands' End's eight principles for doing business. What image is the company trying to portray? What specific activities support the image? 

3. Gather information on Lands' End's competitors, L. L. Bean and Eddie Bauer. Are there any obvious differences in their competitive strategies? Describe the global activities of each company. 


Source: Prentice-Hall. "A Brief History of Lands' End." On Location at Lands' End Video Series. Video 4.1.

PRIVATE
CASE PROBLEM 3

Weighing Options at the Weight Club

For students on the list no. 3,8,13,18 and so on

The Weight Club started out as a student organization of 25 individuals who gathered together to discuss fitness goals and lift weights in the campus gym. When budget cutbacks cut gym hours and equipment availability, the students began to look elsewhere for a facility they could organize and control as they wished. They found an empty store in a small, dying mall in town, rented it for next to nothing, asked its members to pay dues, and began sponsoring weight-lifting contests to raise money for equipment. Off-campus now, they could recruit members from the town as well as the university. Their members had many talents, and they began sponsoring cheerleading training and other specialized training programs for athletes. 

Growth of the student-run organization was phenomenal. Within six years the club had more than 4,000 members from inside and outside of the university community. The facility itself extended over three additional storefronts in the now bustling mall, housing more than fifty pieces of aerobic equipment, two complete sets of Nautilus equipment for circuit training, an entire floor of free weights, a separate room for heavy weights, and a large exercise room for a full range of aerobic, step, kick boxing, and stretch and tone classes. Graduate students found the facility an excellent source of subjects for projects ranging from nutrition to exercise to lifestyle changes (after heart attacks, for instance). Members were often able to take advantage of these additional services "free of charge." 

The Weight Club clientele began to change as more non-university students joined (from moms in the morning hours to teenagers after school and businesspersons after work). This diversity brought with it numerous requests for additional services such as child care, personal trainers, children's classes, massages, swimming and running facilities, locker rooms and showers, food and drink, sports-wear, gymnastics, hotel and corporate memberships, meetings, and sponsored events. 

Currently, all members pay the same $25 monthly usage fee with no other membership fees or assessments for additional services (like exercise classes). The staff consists predominantly of student members, many of whom have financed their way through school by working at The Weight Club. The organization has remained nonprofit and is run by a founding member of the original weight club, who will finally graduate this year. Two other founding members have already graduated but work full time in the area and help administer the club whenever they can, serving as an informal "board of directors." In general, this arrangement has worked well, although there are no accurate membership records, control over the money is loose, decisions are made by whoever is behind the desk at the time, and there is no long-range planning. 

The Weight Club has no significant competition. The three remaining "administrators" wonder if they need to make any changes. 

PRIVATE
CASE PROBLEM 4

TQM at State University

For students on the list no. 4,9,14,19 and so on

As a result of several years of severe cuts to its operating budget by the state legislature, the administration at State University has raised tuition annually for the past five years. Five years ago an education at State was a bargain for both in-state and out-of-state students; now it is one of the more expensive state universities. An immediate repercussion has been a decline in applications for admission. Since a portion of state funding is tied to enrollments, State has kept its enrollments up at a constant level by going deeper into its pool of applications, taking some less qualified students. 

The increase in the cost of a State degree has also caused legislators, parents, and students to be more conscious of the value of a State education--that is, the value parents and students are receiving for their money. This increased scrutiny has been fueled by numerous media reports about the decreased emphasis on teaching in universities, low teaching loads by faculty, and the large number of courses taught by graduate students. This, in turn, has led the state legislature committee on higher education to call for an "outcomes assessment program" to determine how well State University is achieving its mission of producing high-quality graduates. 

On top of those problems, a substantial increase in the college-age population is expected in the next decade, resulting from a "baby boom" during the early 1980s. Key members of the state legislature have told the university administration that they will be expected to absorb their share of the additional students during the next decade. However, because of the budget situation, they should not expect any funding increases for additional facilities, classrooms, dormitory rooms, or faculty. In effect, they will be expected to do more with their existing resources. State already faces a classroom deficit, and faculty have teaching loads above the average of its peer institutions. Legislators are fond of citing a study that shows that if the university simply gets all the students to graduate within a four-year period or reduces the number of hours required for graduation, they can accommodate the extra students they will be expected to accommodate. 

This entire scenario has made the university president, Fred McMahan, consider retirement. He has summarized the problems to his administration staff as "having to do more, better, with less." One of the first things he did to address these problems was to set up a number of task forces made up of faculty and administrators to brainstorm a variety of topics. Among the topics and problems these task forces addressed were quality in education, educational success, graduation rates, success rates in courses (i.e., the percentage of students passing), teaching, the time to graduation, faculty issues, student issues, facilities, class scheduling, admissions, and classroom space. 

Several of the task forces included faculty from engineering and business. These individuals noted that many of the problems the university faced would benefit from the principles and practices of a total quality management (TQM) approach. This recommendation appealed to Fred McMahan and the academic vice president, Anne Baker. 

Discuss in general terms how TQM philosophy and practices might be instituted at State University. 

PRIVATE
CASE PROBLEM 5

Product Yield at Continental Luggage Company

For students on the list no. 5,10,15,20 and so on

The Continental Luggage Company manufactures several different styles of soft- and hardcover luggage, briefcases, hanging bags, and purses. Their best-selling item is a line of hardcover luggage called the "Trotter." It is produced in a basic five-stage assembly process that can accommodate several different outer coverings and colors. The assembly process includes constructing a heavy-duty plastic and metal frame; attaching the outer covering; joining the top and bottom and attaching the hinge mechanism; attaching the latches, lock, and handle: and doing the finishing work, including the luggage lining. 

The market for luggage is extremely competitive, and product quality is a very important component in product sales and market share. Customers normally expect luggage to be able to withstand rough handling while retaining its shape and an attractive appearance and protecting the clothing and personal items inside the bag. They also prefer the bag to be lightweight and not cumbersome. Furthermore, customers expect the latches and locks to work properly over an extended period of time. Another key factor in sales is that the luggage must be stylish and visually appealing. 

Because of the importance of quality, company management has established a process control procedure that includes inspection at each stage of the five major stages of the assembly process. The following table shows the percentage of good-quality units yielded at each stage of the assembly process and the percentage of bad units that can be reworked, on average. 

The first stage of the process is construction of the frame, and it is very difficult to rework the frame if an item is defective, which is reflected in the low percentage of reworked items. 

Five hundred new pieces of luggage of a particular style and color are initiated through the assembly process each week. The company would like to know the weekly product yield and the number of input units that would be required to achieve a weekly yield of 500 units. Further, the company would like to know the impact on product yield (given 500 initial starting units) if a quality-improvement program were introduced that would increase the average percentage of good-quality units at each stage by 1 percent. 

