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CASE 1: flome-Slyle Cooltics
The Company
The Lew-Mark baking Company is located in a small lown in
western New York State. The bakery is run by two brothers,
Law and Mark, who formed the company afler they purchased an
Archway Cookie franchise, with exclusive rights in New Yurk
and New lersey, it is the fargest Archway franchise, The
company cmploys fewer than 200 people, mainly blue-collar
_workers, and the atmosphere is informal.

i

~ TheProduct
" The company's only product is soft caokies of which it makes
avel 50 varieties. Larger companies, such as Nabisce,
‘Sushine, and Keebler, have iraditionally produced biscuit
" codkies, in which most of the waler has been baked out,
resilting in crisp cookies. Archway cookies have no additives
~ or brescrvatives. ‘The high quality of the cookies hag enabled
" thdcompany ta develop a strong market niche for ils prodsict,

* Te Customers :

' The cookies are sold in convenience slofes and supermarkets
thjoughout New York and New Jersey. Archway markets ils
ciokies as "geod fond” - no additives or preservatives -- and
this appeals to a health-conscious segment ol the market. Many
cistomers are over 45 years ol ages, and preler a cookie thal is
spit and not (0o sweel. Parcnts with young children also buy
thc cockies,

+hc Production Process

]he company has two comlinuos band ovens that it uscs to bake
\e cookies. The production process is called a hatch processing
fysiem. It begins as soon as manapement gels orders from
 fistributors. These orders are used to schedule production. Al
he start of each shift, a list of the cookics to ba made that day is
&livered to the petson in charge of mixing. That person checks
T master list, which indicates the ingredicnts needed for each
type of cookies, and enters that information into the computer.
*f The computer then determines the amount of each ingredicnt
" needed, according lo the quantity of cookies ovdered, and relays
- that information to storage siles located putside the piant where
“«|  the main ingredients (flour, sugar, and cake flour) are stored.
The ingredients are automatically sent to giant mixing machines
where the ingredients are combined wilh proper amounts of
| eggs, water, and flavorings. After he ingredients have been
| mired, the batter is poured into a culting machine where it is
. cutinto individual cookies. The cookies are then dropped on &
. comtinuous band (conveyor belt) and transported through one of
.+ .. twoovens. Filled cookies, such as apples, date, and raspbetry,
- . require an additional step for filling and folding. The ponfilled
|+ : caokies are cut on & diagona! rather than straight. The diagonal-
] cut cookies require less space than straight-cut cookies, and the
{ result is a higher level of productivity. 1In addition, the
J carmpany recently increased the length of cach oven by 25 feet,
which also increased the rate of productions, As the cookies
} - emerge from the ovens, they are fed onto spiral cooling tracks 20
feet high and 3 feet wide. "As the cookies come off the cooling
,' racks, workers place the cookies into boxes manually, removing
: any broken or deformed cookies in the process. The boxes are

then wrapped, sealed, and labefed automatically.

.

Inventory _
. ' Most cookies are Joaded immediately onto trucks and shipped
to distributors. A small pescentage are stored tew porally in the
[ company's-warehouse, but they must be shipped shortly because
. ... of their.limited sheif life. Other inventory includes individual
for e cookic. boxes, shipping boxes, labels, and cellophane for
wrapping. Labels are reordered frequently, in smalk batches,
 because FDA Jabe! requitements are subject lo change, and the
_cotnpany does, not want lo get stuck with labels it can't use.
The buik silos are refilled two or three times a week, depending
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on how quickly supplics are usedl.  Cookies are baked in a
seauence that minimizes down-time for cleaning. For instance,
light-colored cookies {e.g.. chacolate chip) are baked belore dark-
colared cockies (e.g., fudge), and oalmeal copkies are baked
belore oatmeal raisin cookies. This permits the company 10
avoid having to clean the pracessing equipment every time a
different type of cookies is produced. '

Quality

The bakery prides itself on the quality of its cookies. Cookies
are sampled randemly by 2 quality control inspeclor as they
come off the line to assure that their taste and consislency are
satisfactory, and that they have been baked to proper degree.
Also. workers on the line are responsible for removing defective
cookics when they spot them. The company bas also installed
an X-ray machine on the line that can detect small bits of metal
filing that may have golten inlo cookies during the production
process. The use of autemalic cquipment for transparting raw
materials and mixing batler has made it easier (o maintain a
slerile process.

Scrap

The bakery is 1un very efficiently and has minimal amounts of
scrap. ot example, if a batch is mixed impraperly. it is sold
for dog food. Broken cookics are used in the catmea! cookies.
These practices reduce (he cost of ingredients and save on waste
digposal costs. The company also uses heat reclamation: The
lical that cscapes from (he twa avens 1s caplured and used to boif
the water that supplics the heat to the building. Alse, the use of
awlamation in the mixing process has resulted in a reduction in
waste compared will the manual tmetbods used previously.

New Products

Ideas for new products come from customers, employees, and
observations of competitors' produchs. New ideas are first
cxamined to fhetermine whether the cookies can be made with
existing equipment. |fso, a sample run is made to determine
the cost and time requirements. I (he tesults are salislactory,
marketing tests are conducled (o see il there is a demand for the
product.

Potentint Improvenents

There are @ number of arcas of potential improvement at the
bakery. One possibility would be to automate packing the
cookies into boxes.  Althouph labor casts are nol high,
astomating the process might save some money and increase
efficiency. So far, the owners have resisted making this change
because they feel an obligation 1o community to employ 30
women who now do the boxing manuntly. Another possible
improvement would be to use suppliers who are localed closet
to lhe plant. That would reduce delivery lead times and
transportation costs, but lhe owners are not convinced that local
suppliers could provide the same good quality. Other
opporiunities have been proposed in recent years, but the owners
rejecled them because they learcd that the quality of the product
might suffer.

Quesiions (50 poinis)

i. (10 pts) What are lwo ways thal the company has increased
productivity? Why did incteasing (he lengih of the ovens
result in a faster output rate?

2. (10 pts) What facters cause Lew-Market to carry minimal
amount of certain inventories? What benefits result from
this policy?

3. (10 pts) Do you think thal the company is making e right

decision by not aulomaling the packing of cookies?

Explain your reasoning.

(10 pts) Briefly describe the company's sirategy.

{10 pts) What advantages and what limitations stem from

Lew-Mark's not using preservatives in cookies?
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Quality in Computer Scrvices

The custmmer service division of TRW is an independent supplicr of
maintenance, repair, and customer support services for computers and other
information-handling  system. TRW is parl of the growing third-party
maintenance suppliers which do not, as a fule, seft hardware or software
products, excepl as a product-life extension service when the original
manufacturer has discontinued support of such products. At the same time,
much of the third-party maintenance service business is developed in response
to manufactures and customer needs.

Traditivnal Mcasares of Quality: The Customer's Crileria

Ever since computer system and automaled office equipment were
introduced to the business world, there has been a need for organizations to
repair equipment, There was the fear of computerization - that business could
not be conducted efficiently because information would be lost.

As manufactures of nutomatic data processing equipment encountered this
customer fear, their strongest ally was their service organization, the people who
would be on-call at any hour of the day or night to fix problems wilh the
compiler, A strong  customer-suppost  program overcame the fear ol
computerizing a business operations. Early adapters of computer systems liad to
have the assurance that they woulg not be risking (heir business operations to
the computer. They had to have a comfort factor; they had to know that service
people were available to find fost information, restare system operations, and
keep the productivity high. To ensure this safety factor, they would gladly sign
maintenance contracts even if that were not included as part of the system
purchase.

Defining New Quality Standards

‘There have been many changes during lhe past decade lhat have made it
more difficult for secvice providers to meet their cuslomers’ expeciations (or
quality as defined by taditional measurement :standard. - Today there is a
computer on almost every business desk. Operators of these systems often
receive little or no formal training and are far less experienced. Still, these are
customers who expect prompt resolution to any and all problems. Whatever the
cause, it is up to the successful servicer to cortect Ihe siluation and gel the
customer back on-line. This may mean doing much more than fixing the
equipment. It might include preparing a customized preventive maintenance
program or a recommendation to minimize the problem situation that s customer
site is experiencing. It may include recommendations for new software or a
totally new environment. It may require spare parts and fraining so that the
customer can service his or her own equipment.

Customers are more apt 1o purchase mixed hardwase and software products
from various suppliers to enable them to take full advantage of available
technology and cost savings. But they do not want to work with a wide number
of service suppiiers and their many different progtams. They preler to have onc
service provider for alt products. To further complicate the servicer's task, these
same custormers are installing these products across local and wide-area
netwerks. This often results in lower density of a given product in a specilic
location - making it more difficult for the service provider to ensure the
availability of thechnical expertise and materials for all products in ail locations.

With the advancements in technology comes an increased reliability of
information-handling systems. As a result, some customers are less quick to
insure their systens invesiment with maintenance contracts. This is true
especially when system downtime does nat seriously iinpact the operation of a
business. Instead, customers often are witling to risk a failure and secure service
on an as-needed basis. Others are interested in a seif-service approach. Still,
because they are paying for service on a time-and-materials basis, they are not
tolerant with extended repair times, repeat service calls, or unnecessary
replacement of parts. Even though they may not have a maintenance contract,
these customers expect a reasonable response time when they do have a problem.
Customers want a simple service program tailored to their needs.

With the eosts of service rising due to the high people costs of the service

. business and the reduction of price in software and hardware - services are
becoming a more significant portion of the product, the cost of service may be
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An fmpartant component in a guality setvice program is a steady focus on
the customer's husiness, not on the customer's cquipment. Understanding how a
customer has applicd technalogy ia a business operation will provide the focys
necessury Lo dc\'t.'lnp a quality service progrn. reating cach custoimer as
having & wnique sitintion helps the servicer foeus on quality  standards.
Whatever servicer must agree on pre-esiablished performance standazls so there
is no ambiguity in measurement methods.

Applyving Technology

One of TRW's early applications, driven by the need to support comnplex
mationwide data  convmunications  nefworks, was  the developiment  of a
centralized data communications lest center. This center is used 10 assist both
cuslomer  personne!  and TRW  service engincers in diagnosing  data
communication problems, [t has all but eliminated the delays, frustration, and
expense that elten result when the customer atlempts to wak with (elephone
companies, data cenlers, and service providers o resolve dan communications
problems. )

A later application, driven by (he rapid growth i Ue mictocamputer
syslems market, was the development of 8 mubiipurpose syskm and assembly
tester cabted SEEUTIL Equipped with this highty versatile tester and proprictary
operiing system and diagnostic software, TRW scrvice enginecrs can service a
wide variety of imixed-vendor systems withpul the diffiailtics and costs
associated  with  corrying vast ainonnis ol technical dowmentation and
specialized test cquipment. [t enahles prompt, accurate fault dagnosis without
the closely shot-punning approach of swapping assemblies, amethod used by
many olher service providers.

While the SLEUTH tester is an intelligent device, ils inleligence mast be
update or supplemented il the complexity of the problent excee its capahilities.
To address this future, TRW has undertaken the development d two additional
technology applications. The first is an on-line technical infamalion systom
called SLATE. This system provide all TRW service enginees access to the
fatest technical information periaining to products they are swvicing, and it
update the SLEUTH testers with current diagnostics and suppoi software. The
system consists of a central database and a communications controller that
allows access via dial-up telephone lines.

In addition, the SLATT database conlains a file of probiems and refated
solutions for the producls serviced by TRW. Based on analysis of the thousands
of service aclivities completed by TRW daily and the input received from
service “Engineers, who eoter their data dircctly to SLATE va the dial up
comnmunications link, an extensive lile of product prabiems, syriptoms, causes,
and sulutions is maintained and made available 10 all TRW's service engineers.
All the information and capabifities of SLATE are available b all TRW service
enginecrs and autharized customers twenty-four hours a day seven days a week,

Further enbhancing its own abilily to deliver consistently high cuality across
a wide range of products, TRW is installing Fieldwatch, an intepried software
package, (0 manage its complete service operation. The pickage includes six
modules titled as Follows: dispatch, technical assislance center {TAC), billing,
logistics, repair center, and scheduling The dispateh module contans customer
recordess pertaining o the site, equipment, contrag! rovisions, and the
complete service history. It also includes information an ihe tnining and
eations of technicians and service engineers. The TAC modile allows
product-line technical experts to screen calls for service and provide technical
assistance 1o service enginecrs at customer locations. The billing modve handles
all billing and record-keeping to ensure (hat invaices are filled out :ceuralely
and are based cither on contracl terms or accurately expense for Ve and
maderial. The logistics module handles the spare parts inveatory. Instas| access
to parl numbers, prices, and stocking locations makes the scrvice cabl famter and
more preductive. The repairable center module containg information b track
repairable assemblies by part twmber and scrial aumber. The repair center
module works in concert with the scheduling module, so that repaired pats are
available when and where (l1ey are needed.

Questions for Reading ¢ totat §¢ rl?""lf")

(¢ 0) 1. Describe hoe customer expect and measurements of quality have champged

in the computer service industry.

. greater than the original purchase price of the product. As a resull, customers are (ID) 2. Explain this statement, "Cuslomers do not think about mainlenance or
-.*'not only more sensitive 1o the cost of service, the expect more from it. repair Service. They think about uptime and their business.” What
[+ Fast response time and fast repair time will atways fead the list of quality implications does this have for establishing an effective compuler srvice
;. s1iandards within the computer services industry. Equally important, however, program?

are a number of communicalion standards thal are becoming increasingly (%) 3
_impontant. Customers want the persen-to-persan iateraclion that ensures

“answers, builds confidence, and reduces worry. Current customers judge their (s J 4
_ service programs and service providers on the amount and quality of

communications that lake place when problems occur and after they are

resolved. 1

How has TRW used tcchnelogy (o enhance its service quality? What
specific needs do SLEUTH, SLATE and Fieldwatch address?

Currently, what is the tangible evidence of quality in compuler servics? As
diagnostic software becomes more advanced, it s likely that sovice
programs will become almost invisible from the customer's perspedive.
How will this affect customer expectations and perceptions ol qualily?
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